MPR RETAINED AT 26.50% Mii1¢

... Rates Retained Amid Inflation Concerns and Global Uncertainty

May 21, 2026. l] tconomic Report

The Monetary Policy Committee (MPC) of the Central Bank of Nigeria (CBN), at its 305th
meeting, retained the Monetary Policy Rate (MPR) and other key policy parameters,
maintaining a cautious stance as it continues to balance inflation concerns with the need to

preserve price stability.

The Committee acknowledged the recent uptick in inflation. The Increase in inflation was
driven by the effects of increases in energy prices, which had a significant impact on energy
inflation (4.56% increase YoY as of April 2026). The cause for the increase in energy prices is
the ongoing 3-month US-Iran conflict that impacts the Strait of Hormuz and the transition
of energy across the globe (the Strait of Hormuz transports 20%-25% of our global energy
usage). The MPC also expressed confidence that ongoing reforms and improved

macroeconomic conditions would support a return to disinflation in the near term.
Summary:

* Monetary Policy Rate: 26.50%.

* Asymmetric Corridor: +50/-450 basis points around the MPR.

* CRR of Deposit Money Banks: 45.00%.

* CRR of Merchant Banks: 16.00%.

* Liquidity Ratio: 30.00%.

* CRR of non-TSA public sector deposits: 75.00%

Committee Considerations

In arriving at its decision, the Committee acknowledged the impact of current geopolitical
tensions, particularly the Middle East crisis, which has contributed to rising global energy
prices and increased transportation and logistics costs. For reference, the average monthly
price of Brent crude oil per barrel was $64.38 in January, $69.24 in February, $98.16 in
March, and $102.20 in April.

Despite these external pressures, the MPC noted that the Nigerian economy has remained
relatively resilient due to the impact of prior policy reforms. According to the Committee,
improvements in exchange rate stability, stronger external reserve, improved monetary
policy transmission, fiscal consolidation efforts, and a well-capitalised banking system have

strengthened the economy’s ability to weather the effects of the global energy crisis.

The Committee further stated that these reforms have helped moderate the pass-through
effect of global commodity and energy price increases on domestic inflation, adding that

inflationary pressures could have been worse in the absence of these measures.
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The MPC also welcomed the recent sovereign rating upgrade, with Nigeria currently rated
at B (stable outlook) by S&P, B- (stable outlook) by Fitch, and Caal by Moody’s, noting that
it reinforces investor confidence in Nigeria’s reform trajectory and macroeconomic
fundamentals. Consequently, members maintained that a cautious and vigilant policy stance
remains necessary to properly anchor inflation expectations and sustain macroeconomic
stability.

Another major highlight from the meeting was the successful completion of the banking
recapitalisation exercise, which resulted in the emergence of 33 banks with stronger capital
positions and improved financial soundness indicators. The Committee, however, urged the
Bank to remain proactive in managing potential post-recapitalisation risks to preserve
financial system stability.

Outlook

Despite recent improvements in macroeconomic conditions, including the sovereign rating
upgrade and relatively stronger external reserves, we expect the MPC to maintain a
cautious stance in the near term. These gains have improved investors’ confidence in
Nigeria’s macroeconomic environment, though inflation remains above the CBN medium-
term target, i.e. single-digit inflation.

Food inflation is still the key driver of price increases, and this is more linked to structural
supply constraints, transport costs (through energy prices), and security challenges. At this
stage of the year, Nigeria is largely in the planting season(April-July). This means A decline
in food prices may begin to occur at the beginning of harvest season, beginning of Q4. The
impact on headline inflation would be dependent on the effect of energy prices at the time

on other arms of the supply chain for foodstuffs to the market

Overall, the MPC is expected to stay watchful of key macroeconomic indicators, as these
will continue to influence its decision.

Market Implications
Fixed Income

Investors are likely to continue positioning in high-yield government securities, particularly
treasury bills and OMO instruments, as elevated interest rates continue to support real
returns. This also means the cost of borrowing for businesses will remain high, particularly

for commercial papers.

However, vyield direction would still depend on system liquidity conditions, inflation

expectations, and the government’s borrowing pattern in subsequent auctions.
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Equities Market

The equities market has gained 60.05% YTD despite the tight monetary policy, while the
highest yield for the fixed-income instrument is 22.65% (364-day treasury bill). However,
past performances do not guarantee future performances.

Going forward, we still expect the equities market to continue its positive momentum on a
broader landscape on the back of the stable macro conditions and as investors expect the

Dangote refinery’s initial public offer (IPO) this year.
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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 2026.
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