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Nigeria Economy: …As the MPC hold her 1st Meeting of the year 2019 
All is now set for the first Monetary Policy Committee (MPC) meeting of the year, billed to hold on Monday and 
Tuesday, 21st and 22nd of January, 2019. The meeting is expected is to be predicated on the direction of 
monetary policy variable in 2019 in order to achieve its twin objectives of exchange rate stability and single 
digit inflation rate.  
Having wriggled through domestic and external headwinds which saw the country growth pegged below 2% in 
the first-three quarters of 2018, it is expected that the apex monetary authority will deliver a policy direction 
that will provide a meaningful way out of the current imbroglios amongst which are; 

 Rising inflationary pressure 

 Depressed capital market 

 Low foreign investment inflows 

 High rate of  unemployment  

 Inadequate and costly credit to private sector and 

 increased uncertainty in the fiscal environment 
 
Global economic position since the last MPC meeting: Despite multiple headwinds that arose in the course of the 
year, the global economy which grew 3.1% in 2017 is expected to maintain a strong finish to 2018. According 
to the recently published Global Economic Prospects (GEP) by the World Bank, the global is expected to grow 
3.0% in 2018, but slow down to 2.9% in 2019 over concerns on heightened regional tension, trade war, 
Brexit uncertainty and other country specific downside risk factors. As such, growth in advanced economies of 
the U.S, Euro Area and Japan is expected to slow down to 2.0% in 2019 (vs. 2.2% in 2018); while growth 
projection for Emerging Markets and Developing Economies (EMDEs) is expected to remain plateaued at 4.2% 
in 2019. 
On the monetary front, sustained policy normalization in the U.S. has continued to drive high volatility in the 
global market and this has remained a subject of concern for monetary authorities in other climes. With two or 
more possible interest rate hike expected in 2019 from the U.S. Fed, monetary policy committee in (EMDEs) are 
left with no option than to respond with appropriate monetary policy to keep their economies floating. 
 
Oil prices in the last three weeks has risen by nearly $12 per barrel ( Brent now $61; WTI now $52) in the 
aftermath of the 1.2m b/d output cut by OPEC led coalition and renewed hope of higher demand brought about 
by the progress recorded during the China-U.S. trade talks last week. However, with the recent report of U.S. 
crude oil production hitting a record 11.9m b/d in the week ended January 11, 2019, renewed uncertainties 
about future price volatility cannot be precluded in the months ahead. 
 
Nigerian economy position since the last MPC meeting in November 2018… 
Much of the dominant events that shaped the Nigerian economic landscape since the last MPC meeting in 
November 2018 are political in nature. However, several economic fundamentals have exhibited new changes 
and these in addition to the perceived political risk we believe will guide the policy direction of the MPC during 
next week meeting. A cursory look of the recent changes reveals the following: 
 
…. GDP grew 1.81% in Q3’18 
The most recent quarterly GDP data by National Bureau of Statistics revealed that Nigeria GDP grew by 1.81% 
y/y in Q3 2018, higher than 1.50% y/y in Q2 2018 and 1.17% y/y in a corresponding period of 2017. 

Oil sector (despite contracting by 2.91%) contributed 9.38% to overall GDP size of ₦18.31 trillion in Q3’18; 
while the non-oil sector (which grew by 2.32%) contributed 90.6% to the GDP size.  Furthermore, sectoral 
analysis of the GDP growth composition shows that Services and Agricultural sector grew 2.64% and 1.91% 
respectively in Q3’18, while the Industries sector contracted by 0.11% as against a growth of 0.04% in Q2’18.  
 
… Broad money supply (M2) and Credit to private sector remains weak 
According to data on money and credit statistics obtained from the CBN site, broad money (M2) grew 5.5% 
over its level at the end December 2017, but remains significantly low compared to the provisional benchmark 
of 10.48% set for 2018. Similarly, credit to private sector grossly underperformed as it grew 3.6% as against 
the 12.40% benchmark set for 2018. 
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 Inflation rate hits seven months high in December 
The recent Consumer Price Index (CPI)/Inflation data for the month of December 2018 shows that general price level rose by 16bps between 
November and December 2018 to 11.44% y/y. The sharp increase in price level was mainly driven by the food price index component of the 
CPI which rose from 13.30% in November to 13.56% in December, while the non-food price index component remains unchanged at 9.8% y/y.  
Although the inflation rate is currently below the MPR rate –14%; it is however far higher than the 6.0% - 9.0% target set by the CBN. 
 
…Exchange rates remains relatively stable  
Thus far, the CBN’s continued intervention in the different foreign exchange (FX) market segment has helped in keeping the Naira/USD exchange 
rate fluctuation abate despite huge exit of foreign portfolio investors’ and reduced dollar earnings from crude oil sales since the collapse of crude 

oil prices in October 2018. At the official window, the Naira exchange within the band of ₦306.30 – ₦306.85 to a dollar over the period, while 

it exchange within the band of ₦363.20 – ₦365.25 at the Investors’ & Exporters Window.  
On the flip side, the CBN intensified liquidity mop-up in money market ensured that Overnight Rate and Open Buy Back (OBB) remained high 
over the period as both averaged 24.6% and 22.7% respectively since the last meeting. 
 

…FG presents ₦8.6trn proposed budget for 2019 

On Wednesday 19th December, 2018, President Muhammadu Buhari presented a budget proposal of ₦8.83 trillion to a joint session of the 

National assembly for the fiscal year 2019. Though the proposed budget size is ₦290 billion lower than the approved budget for 2018, the 
underlying assumptions upon which the budget was predicated has continued to generate conflicting reactions from analyst as regards the reliability 
of the assumptions. Notable among the assumptions includes – Daily average crude oil production of 2.3m b/d; Oil price benchmark of $60per 

barrel; Exchange rate of ₦305/$1; inflation rate of 9.98% and real GDP growth rate of 3.01%.  
 
…OPEC cut Nigeria’s daily crude oil output  
The recent crash in global crude oil prices which forced OPEC member nations and Russia to implement a combined daily output cut of 1.2m b/d 
effective January 1, 2019 seems to be the first major headwind for 2019 proposed budget. This is so as OPEC during an extraordinary meeting 
in December 2018 cut Nigeria’s daily output quota to 1.68m b/d from 2.0m b/d. By implication, this suggests that crude oil prices will have to 

go up above $67 (from our estimate) for Nigeria to realize the ₦3.73 trillion oil revenue target for the proposed budget.  
 

…FG approved ₦30,000 for new minimum wage 

The federal government has between the last MPC meeting in November 2018 and now approved a new minimum wage of ₦30,000 as demanded 
by the Nigerian Labour Congress (NLC). Although the CBN in its October 2018 MPC meeting communique encouraged the federal government 
to speedily approve the new minimum wage to reflate the economy, the concern about the inability of many states to pay the new wage rate and 
the ripple effect of the new minimum wage (when it eventually take off) will be a key consideration during the meeting. 
 
 

…Our take 

 In the light of the numerous domestic and external headwinds highlighted above, we are of the opinion that the MPC may consider a policy hold at 
this point in time; given the current fragile nature of the Nigerian market and the heated political environment leading to the general election. For 
instance, a reduction in MPR will likely reduce cost of borrowing to individuals and businesses (which in the long run will help create more 
employment and more tax revenue for the government), but this will also heighten inflationary pressure, discourage domestic savings/lending and 
foreign investment inflows amongst others. On the other hand, an increase in the MPR will translate to high cost of borrowing, which in turn could 
lead to higher risk of job loss, reduced tax revenue from businesses, slowdown economic activities amongst other.  

Though on the surface, a reduction in the current MPR appears to hold more good than an increase in the near term, the high vulnerability of the 
Nigerian economy to foreign exchange shocks at a time when yield/interest rates are rising in advanced economies and Nigeria’s major source of 
FX (crude oil export earnings) is struggling, suggest that an upward review of MPR is the most likely option in the near term.  

Conclusively, we are of the opinion that the MPC will leave the monetary policy variables – MPR (14%); Asymmetric corridor of +200/-500 basis 
points around MPR; Liquidity Ratio (30%) and Cash Reserve Ratio (22.5%) unchanged at the next MPC meeting to avoid sudden market disruption 
four weeks ahead of the general election. Going forward, we believe a possible hike might come in the near term. 
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