MPR RETAINED AT 27.50% Miirc

... Rates Remained Unchanged for the Second Consecutive Time

May 21, 2025 l] tconomic Report

Against the backdrop of moderating inflation and relative stability in the foreign exchange
market, the MPC maintained its cautious stance, voting to keep the monetary policy rate
and other key parameters unchanged for the second consecutive time, as it continues to

monitor emerging trends and challenges closely.

Summary:

---> Monetary Policy Rate: 27.50%.

---> Asymmetric Corridor: +500/-100 basis points around the MPR.
---> CRR of Deposit Money Banks: 50.00%.

---> CRR of Merchant Banks: 16.00%.

---> Liquidity Ratio: 30.00%.

Committee Considerations

The Monetary Policy Committee (MPC) acknowledged the relative improvements in some
key macroeconomic indicators including the narrowing gap between the Nigeria Foreign
Exchange Market (NFEM) and Bureau De Change (BDC) windows, the positive balance of
payments position and easing PMS price, all of which are expected to support price
moderation in near to medium term.

The recent report from NBS also showed a decline in year-on-year Headline Inflation to
23.71% in April 2025 (March 2025: 24.23%), and month-on-month to 1.86% (March 2024:
3.90%), driven by moderation in both the food and core components. While the Committee
noted with satisfaction the progressive moderation in food inflation, it however
acknowledged underlying inflationary pressures driven largely by high electricity prices,
persistent foreign exchange demand pressure and other legacy structural factors.

Highlighting the relative stability observed in the foreign exchange market, members urged
the Bank to sustain the implementation of the ongoing reforms to further boost market
confidence. The Committee also called on the fiscal authority to strengthen current efforts

at enhancing foreign exchange earnings.

Another point of consideration for the Committee was the recent decline in crude oil prices,
attributable to increased production by non-OPEC members as well as uncertainties
associated with U.S trade policy, which present new challenges for fiscal receipts and budget
implementation.

On external reserve, the Committee gave an update that the gross external reserve
increased by 2.85% to US$38.90 billion as at 16th May 2025, from US$37.82 billion at end-
March 2025. This represents an import cover of 7.6 months for goods and services. The
balance of payments (BOP) recorded a surplus of US$1.10 billion in the fourth quarter of
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2024, compared with US$4.21 billion in the preceding quarter, on account of a moderation in

the current account surplus.
Outlook

Following the global uncertainty and lower oil prices that intensified in Q2 2025, we had
expected the MPC to hold rates in its meeting for the quarter. While a rate cut could ease
borrowing costs for businesses, thereby providing some relief to the private sector, the
potential adverse impact of these external factors on foreign portfolio inflows (FPI) and FX
inflows from oil receipts poses a significant risk to the recent moderation observed in
inflationary pressures. A depreciating Naira would likely exert renewed cost-push

inflationary pressures on imported raw materials and finished goods.

Hence, we expect the Committee to maintain a cautious stance in the near term, barring any
positive shift in global market conditions that could potentially alleviate these pressures.
The MPC's priority will likely remain prioritising FX stability and curbing inflationary
pressures, rather than stimulating economic growth through rate cuts.

Market Implication
Fixed Income

Yields may experience minor fluctuation following the MPC decision, however, we opine
that the overall trajectory of government securities will be largely influenced by FX liquidity
conditions and government borrowing needs. In terms of investors’ appetite, we expect
sustained demand for fixed income instruments due to upcoming treasury bill and OMO bill
maturities, which are expected to boost system liquidity.

Equities Market

The MPC’s decision is expected to have a muted impact on the equities market, with
investor sentiment likely to remain fueled by expectations of strong Q2 2025 earnings. With
major companies reporting a rebound from 2024 FX losses in their Q1 2025 results, the stage
is set for sustained momentum. Currency stability and also the recent moderation reported
in inflation numbers could further lift investor sentiment, potentially outweighing concerns
about the elevated finance cost.
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Disclaimer & Disclosures

The value of any investment is subject to fluctuations, i.e., may rise and fall. Past performance is no guide to
the future. The rate of exchange between currencies may cause the value of an investment to increase or
decrease. Hence investors may not get back the full value of their original investment.

Investment Recommendation
WSTC uses a 3-tier recommendation system for stocks under coverage: Buy, Hold, and Sell.

J Buy Rating: estimated fair value is >20% above current market price.
J Hold Rating: estimated change in price is between -10% and 19% of current market price.
Sell Rating: estimated change in price is < -10% of current market price.

This document is not an offer to buy or sell any security. This document does not provide individually
tailored investment advice. It has been prepared without regard to the individual financial circumstances
and objectives of persons who receive it. The appropriateness of a particular investment will depend on an
investor’s circumstances and objectives. The investments and shares referred to in this document may not
be suitable for all investors.

This document is based on information WSTC Securities Limited (WSTC Securities) received from publicly
available reports and industry sources. WSTC Securities may not have verified all the information with third
parties. Neither WSTC Securities nor its shareholders, directors, employees or advisors can guarantee the
accuracy, reasonableness or completeness of the information received from any sources consulted for this
publication; and neither WSTC Securities nor its shareholders, directors, employees or advisers accept any
liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this
document or its contents or otherwise arising in connection with this document. This document is not to be
relied upon and should not be a substitute for the exercise of independent judgment.

This document includes certain statements, estimates and projections concerning the anticipated future
performance of securities listed on the Nigerian Exchange and as to the market for these shares. Such
statements, estimates and projections are based on information that we consider reliable and may reflect
various assumptions made concerning anticipated economic developments, which have not been
independently verified and may or may not prove correct. No representation or warranty is made as to the
accuracy of such statements, estimates and projections or as to their appropriateness for the purpose
intended and it should not be relied upon as such. Opinions expressed are current opinions as of the date
appearing on this material only and may change without notice. Other third parties may have issued other
reports that are inconsistent with and reach different conclusions from, the information presented in this
report. Those reports reflect the different assumptions, views and analytical methods of the analysts who
prepared them.

This document is for information purposes only and private circulation. No portion of this document may be
reprinted, sold or redistributed without the written consent of WSTC Securities.

Additional information on recommended securities/instruments is available on request.

WSTC Securities Limited is a Trading License Holder of the Nigerian Exchange Limited (NGX) and is
registered with the Securities & Exchange Commission (SEC) as a Broker/Dealer to conduct Securities
Brokerage & Dealing in Nigeria. Therefore, we may deal in any securities listed on the NGX.

WSTC Securities Limited has its registered office at 2, Maitama Sule Street, South-West lkoyi, Lagos,
Nigeria.

Email: research@wstc.com.ng
Website: www.wstc.com.ng
© WSTC Securities Limited 2025.
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