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MPC Retains Benchmark Rate at 11.50%  

 

 

   

 
 
 
 
 
 
 
 
     
 
 
 

Committee’s Considerations 

The Committee recognized the significant recovery of the domestic economy 

in Q2:2021 as well as the improving Purchasing Managers Index (PMI). The 

Committee thus urged the Central Bank to maintain existing policy measures 

which have contributed to the sustained real GDP growth. However, it 

highlighted the increasing rate of insecurity in the country as a deterrent to 

the expected economic growth.  

While noting the moderating headline inflation, the Committee also called on 

the Fiscal authorities to prioritize tackling of insecurity, especially in regions 

that contribute significantly to the nation’s food basket. The Committee also 

considered the ongoing effort to strengthen Nigeria’s commodity exchange, 

as this should positively impact the food supply value chain in the country and 

ultimately reduce the prices of key commodities such as rice, maize, and 

sorghum.  

The Committee also urged the Fiscal authorities to implement initiatives such 

as public private partnerships and diaspora bonds to fund infrastructure 

development projects. They applauded the InfraCo initiative as a positive step 

In its two-day policy meeting concluded on Friday, 17th September 2021, The 

Monetary Policy Committee voted to retain all policy parameters at current levels. 

This decision is in consonance with the outcome of the prior meeting held in July 

2021. 

In arriving at its decision, the committee considered the improvement in output 

growth (5.01%YoY in Q2:2021) driven by the non-oil sector (services and agricultural 

sub-sectors). The committee also noted the moderate improvement in the 

manufacturing (46.9pts) and non-manufacturing (44.8pts) PMI, though still below 

the 50-pts benchmark. The improvement is attributable to improved business 

orders, rising demand, uptrend in business activities and further normalization of 

economic activities.  

While the economy remains vulnerable to shocks, the committee expressed 

optimism for further economic growth. This position is based on the continuation of 

current monetary and fiscal policy supports, in addition to the efforts at improving 

vaccination in the country.  

Ultimately, the committee urged Fiscal authorities to intensify efforts at addressing 

infrastructure deficiencies in the country. This would improve the ease of doing 

business and consequently attract investment to the private sector. 

While we do not anticipate any significant improvement in the fixed income yields 

based off the committee’s decision, we expect the decisions reached to bolster 

increase in output via expansion of credit to the real sector.  
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in improving the business environment in the country. Furthermore, they 

stressed the importance of investment in the transportation and power 

supply sectors of the economy as they have a potential positive ripple effect 

into other sectors.  

To consolidate on the economic performance witnessed so far, the 

Committee called on banks to extend more credit to the real sector.  They 

also applauded the banks’ ability to maintain satisfactory prudential ratios 

(such as non-performing loan ratio) despite the significant headwinds brought 

on by the pandemic.  

In discussing the equities market, the Committee extolled the moderate 

improvement and sustained investor’s confidence in the market. They also 

called on the Fiscal authorities to make efforts to further improve the ease of 

doing business in the country and consequently attract foreign patronage.  

Furthermore, the Committee applauded the efforts of the Central bank, 

targeted at maintaining the integrity of the foreign exchange market. They 

also urged the Bank to sustain these efforts which would address illegitimate 

FX transaction dealings in the country. They encouraged the Federal 

government to intensify its efforts on tax collection to reduce their 

dependence on oil revenue and exposure to counter-cyclical shocks.  The 

Committee also urged the Presidential taskforce on COVID-19 to improve 

vaccination efforts which will spur the achievement of herd immunity in the 

country. 

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’s Decision to Support Net Interest 

Margin 
One of the observed trends in the Nigerian banking sector is the continuous 

tilt of deposit mix towards low-cost funds. The MPC’s decision to retain the 

policy rate at 11.50% provides more room for deposit money banks to further 

reduce their funding costs. Although, maximum lending rate reduced 

marginally from 28.39% in May 2021 to 27.99% in July 2021, prime lending 

rate has maintained an upward trajectory (from 11.29% to 11.57% within the 

same period). The elevated lending rates combined with lower cost of funds 

points to a better NIM for banks. 

We note the further moderation in Non-Performing Loan (NPL) ratio in the 

banking sector to 5.40% as at July 2021 from 5.70% as at May 2021. While we 
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acknowledge the historical variance between effective CRR and official CRR, 

our view is that the Committee’s decision to retain the official CRR at 27.50%, 

amidst economic expansion, provides more scope for credit expansion. This 

should further support funded income for banks. 

 

The Real Sector: MPC Decision to Aid Further Recovery 

Another quarter of economic growth was recorded in Q2:2021 as output 

expanded by 5.01% YoY (vs. 0.51% YoY in Q1:2021). The data showed a 

continued improvement in the Agriculture (+1.30%YoY) and Manufacturing 

sectors (+3.49%YoY) in the quarter. The improvement in output from these 

sectors can be partly attributed to the continued targeted credit interventions 

by the CBN (Anchor’s Borrowers Programme, Real Sector Facility, Non-oil 

sector Simulation Facility, Agricultural Credit Scheme, among others). Despite 

these interventions, the Manufacturing PMI (46.90pts) and Employment 

Index (49.40pts) remain in contraction in August (below 50pts). However, the 

reading was better than July (PMI – 46.60pts, Employment Index – 48.80pts) 

implying a gradual recovery in manufacturing activities. While we note that 

the increased incidence of COVID-19 cases in the country could stifle further 

growth in the real sector, we view  the steps taken by the Federal Government 

to improve vaccination in the country as a positive.  

The MPC’s decision to leave  policy parameters unchanged signals its resolve 

on supporting the economy to a full recovery. In our view, continued 

availability of credit to the real sector would help insulate the sector from 

possible shocks that can arise from the emergence of the delta variant in 

the country 

 

The Fixed Income Market: Yields to Remain Sticky Upwards 
Yields in the fixed income market have continued to trend downwards since 

the last MPC meeting. Notably, average T-Bills and FGN Bond yields declined 

from 5.76% and 11.38% respectively as of 27th July 2021, to 5.13% and 

10.73%, as of 17th September 2021. Also, stop rates at the primary market 

auction (PMA) for treasury bills remained mostly flat at 2.50% and 3.50% on 

the short and medium end of the curve. However, the rate on the long end of 

the curve increased from 6.80% to 7.20%. We note that the decline in yields 

has been due mainly to a decline in the FGN’s borrowing appetite as a result 

of expected FCY (Eurobond) borrowing. The MPC’s decision is therefore 

expected to have a negligible impact of fixed income yields. 

 

The Equities Market: Activities in the equity Market to 

remain muted 
Market sentiment has been largely mixed since the MPC’s last meeting in July, 

(closing up on four out of the eight weeks). Consequently, the year-to-date 

loss has moderated slightly to -3.29% (a 36bps decline) as of 17th September, 

2021. The Committee’s decision to maintain status quo is not expected to 
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trigger a reversal in the market’s current course. We, however, note the 

possibility of buying pressures during earnings season in October and upon 

the announcement of corporate actions (such as DANGCEM’s share buyback). 

On a balance of factors, we expect the activity levels in the market to remain 

frail, in the absence of significant catalysts.  
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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 2021. 
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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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