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MPC Holds Fourth Meeting of the Year 
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    Committee’s Considerations 

The Committee noted the gradual recovery in output growth following the growth 

recorded in Q1:2021 and expressed optimism that the second quarter will show 

further improvement. Hence the committee analyzed the downside risk to growth 

and the upside risk to inflation 

The Committee commended the effort of monetary and fiscal authority, as well as 

public health agencies at combating the pandemic and thus aiding the return to a 

path of recovery. However, the committee noted that the pandemic was far from 

over and still constitutes a major clog in the wheel of recovery. They thus urged 

the presidential task force on COVID-19 to ensure more procurement of vaccines 

as a step toward achieving herd immunity 

The Committee was concerned about the state of insecurity in the country noting 

its effect on business confidence and economic activities generally. Specifically, 

the Committee noted insecurity in key commodity producing areas and suggested 

improved surveillance to improve uninterrupted farming activity 

The Monetary Policy Committee (MPC) held its policy meeting on the 26th and 

27th of July 2021, with all members voting unanimously to hold policy parameters 

constant. In reaching their decision, the committee noted the moderating 

inflation figures (17.75%YoY in June vs. 17.93%YoY in May) as well as the gradual 

recovery of the economy which reflected in improved manufacturing and non-

manufacturing purchaser’s manager’s index. 

Also, the committee voiced concerns about the fast spread of the new corona 

virus strain, highlighting it as a key downside risk to the growth trajectory. The 

Committee thus urged the Presidential Taskforce on COVID-19 to ensure giant 

strides towards herd immunity.   

In a special announcement, the Central Bank Governor stated key policy shifts in 

the CBN’s FX operations. The Governor made it clear that going forward, the CBN 

will discontinue sales of USD to Bureau De Change (BDCs) Operators and cease 

issuance of new licenses to intending operators. 

 

Thus, after carefully weighing the implications of monetary tightening and 

easing at this time, the committee decided to maintain status quo. Although we 

expect the impact of the decision to be negligible on fixed income yields, the 

new development around FX could put some pressure on the Naira  
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The Committee expressed optimism on the inflation moderating effect of the 

upcoming harvest season. They stressed that the CBN will continue to release 

Maize from its strategic maize reserve directly to feed millers as part of its 

intervention to address the rise in food prices and to moderate the price of Maize 

across the country. 

They also noted the contribution of poor infrastructure to rising price levels. They 

thus called on the Federal Government to prioritize investment in public 

infrastructure. They suggested that funding for such projects could be sourced 

from public-private partnerships and diaspora bonds.  

Although citing the declines in the equities market, the committee holds that “the 

market remains in a good place” highlighting investors’ confidence in the Nigerian 

economy. 

The Committee commended the resilience of the banking system in the wake of 

Global and Domestic shocks. They noted efforts at maintaining a low NPL ratio. 

The committee encouraged banks to extend more credit to banks and firms to 

enhance consumption and production activities. 

 

They noted persistence reduction in remittance of oil revenue to the consolidated 

revenue fund due to cost under recovery and other obligations (particularly Joint 

venture contracts). They committee thus urged the government to source for 

alternative revenue sources 

The committee also applauded the initiative of the Federal Government to 

encourage the use of gas in motor vehicles. The committee encouraged the 

participation of the private sector in the development of modular refineries and 

expressed displeasure at the cross-border smuggling of PMS. 

 

Key Decisions 
• Retain the MPR at 11.50% 
• Retain CRR at 27.50% 
• Retain liquidity ratio at 30.00% 
• Retain the asymmetric corridor at +100bps/-700bps around the MPR 

     
Anticipated Impacts 

The Banking Sector: MPC Decision to Support Net Interest 

Margin 

Our expectation for banks’ Net Interest Margin (NIM) has not materially 

changed given the MPC’s decision to hold the MPR. Specifically, we expect an 

improvement in NIM with the retention of the MPR and banks’ continued 

hunt for low-cost deposits. We also note the moderation in the interbank 
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lending rate to 16.57% as at June 2021 (from 30% in April 2021), reflecting an 

improvement in banks’ liquidity position. 

Meanwhile, the decision of the CBN to discontinue sales of USD to BDCs and 

channel it to Deposit Money Banks is expected to improve banks’ fee-based 

income due to anticipated increase in FX-related transaction volume.  

 

The Real Sector: Decision Should Keep Economy on Growth 

Track 

The real sector continues to recover gradually, reflective of better social and 

economic integration (since the lockdown) and the continued support of the 

fiscal and monetary authorities. Although, still in the region of contraction, 

the Manufacturing Purchasing Managers Index (PMI) for July 2021 stood at 

46.60pts – better than the 45.50pts recorded in June 2021. This shows 

improvements mainly in employment levels (46.50pts in July vs 45.00pts in 

June) and gains from targeted interventions by the CBN. Although the 

emergence of newer COVID-19 variant poses some downside risk to growth, 

expedited vaccination should keep rising cases in check. We expect better 

vaccination rate given that the supplementary budget earmarks significant 

expenditure for vaccine procurement.    

The MPC’s decision to retain policy parameters at current levels highlights its 
stance on supporting the fragile economic growth. Hence, we expect existing 
interventions and the accommodative monetary environment to further 
support growth which could have been stifled by tightening 
 

The Fixed Income Market: Yields to Rise Slowly 
 
Since the previous MPC meeting in fixed income yields have generally trended 

lower. Stop rates at primary market auctions for treasury bills have remained 

sticky upwards on short and medium end of the curve while yields on the long 

end have consistently declined (a reversal to the upward trend in rates 

witnessed earlier in the year). This has been largely driven by robust investor 

appetite and the need to keep government borrowing cost low. Meanwhile, 

the secondary fixed income market witnessed mixed sentiments, as sell-offs 

moderated in the bonds market, while T-bill yields trended upward. The 

MPC’s decision is however expected to have a minimal impact on the 

direction of yields. 

 

 
The Equities Market: Interest in Equities Should Persist 

Bullish sentiments have dominated the equities market since the last MPC 

meeting in May as the All-share Index has gained 1.42% between then and 

today (27th July 2021). Consequently, the year-to-date loss moderated to -
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3.65% from -5.00% as at 25th May 2021. This performance has driven largely  

by the search for dividend yields as well as clear opportunities for bargain 

hunting. Given our expectation that fixed income yields would hover around 

current levels, we anticipate sustained investor interest in equities in the 

short term.  

Also, from a valuation standpoint, the Nigerian market (PE: 12.92x) trades at 

a discount relative to peers - Kenya (PE: 14.08x), Ghana (PE:15.61x), South 

African (PE: 19.40x), and Frontier (PE: 21.40x)  

We expect the committee’s decision to have a muted impact on the 

equities market performance. While return of offshore capital drags, we 

project that market direction will reflect reactions to earnings releases, 

portfolio rebalancing and bargain hunting activities.   
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Contact Information 

Investment Research 
ahmedjinad@meristemng.com   (+234 809 183 9487) 
research@meristemng.com 

 
IMPORTANT INFORMATION: DISCLAIMER 
Meristem Securities Limited (‘’Meristem’’) equity reports and its attendant recommendations are prepared based on publicly 
available information and are meant for general information purposes only and it may not be reproduced or distributed to any 
other person. All reasonable care has been taken to ensure that the information contained herein is not misleading or untrue at 
the time of publication; Meristem can neither guarantee its accuracy nor completeness as they are an expression of our analysts’ 
views and opinions. 
Meristem and any of its associated or subsidiary companies or the employees thereof cannot be held responsible for any loss 
suffered by relying on the said information as this information as earlier stated, is based on publicly available information, analysts’ 
estimates and opinions and is meant for general information purposes and should not be construed as an offer to buy or sell or a 
solicitation of an offer to buy or sell securities or any financial instruments. The value of any investment is subject to fluctuations, 
i.e. may fall and rise. Past performance is no guide to the future. The rate of exchange between currencies may cause the value of 
investment to increase or diminish. Hence investors may not get back the full value of their original investment. Meristem Securities 
is registered with the Securities and Exchange (SEC) and is also a member of The Nigerian Stock Exchange (The NSE). Meristem 
Securities’ registered office is at 124 Norman Williams Street, South West, Ikoyi, Lagos, Nigeria. Website: www.meristemng.com; 
Email: research@meristemng.com. © Meristem Securities Limited 2020. 
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Meristem Research can also be accessed on the following platforms: 
Meristem Research portal: meristem.com.ng/rhub 
Bloomberg:  MERI <GO> 
Capital IQ:  www.capitaliq.com         
Reuters:  www.thomsonreuters.com 
ISI Emerging Markets:  www.securities.com/ch.html?pc=NG      
FactSet:  www.factset.com 
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