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T

his week, we witnessed the ideals of the European
Union being upheld after Euro sceptic and antiIslamic candidate – Geert Wilders lost at
Netherland’s general election. The win, led to gains being
made by the Euro against the Dollar, as investors renewed
their conﬁdence. This is coming on the heels of last week’s
European Central Bank’ s (ECB) economic outlook where it
u p g ra d e d i t s o u t l o o k o n g row t h a n d i n ﬂ a t i o n .
Furthermore, it provides momentum leading to similar
elections in France (April 23) and Germany (September 24).
Chart 1: Euro/Dollar exchange rate
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The U.S fed this week increased interest rate by 25 basis
point from 0.50% to 075%, resulting from the strong job
numbers, increasing inﬂation rate and low unemployment
rate. However, U.S treasuries and FX market were down
traded as the U.S Fed maintained its outlook to increase
rates 3x in 2017 rather than 4x) as expected by investors.

as to avert a property bubble.
China’s debt to GDP ratio as at 2016 was 277%, up from
254% (2015) and with expectations of it reaching 300%
(2018e).
The Bank of Japan (BOJ) maintained monetary policy rates
at 0.1% while also maintaining its unlimited bond buying
program, considering inﬂation remains below the 2%
target.
The Bank of England on its part also maintained its bench
mark interest rate at 0.25%. However, and rather
interestingly, the Pound rose 1.88% vs. $ during the week,
after minutes of the monetary committee showed a
member voting for an increase while the others were
opened to it (though voted against an increase at this
meeting). We note the rising input cost on the back of the
depreciation of the pound has led to increased production
cost. According a PWC survey, consumer sentiment has
declined since the EU referendum though remaining
higher than any point since 2008 and 2014.
Chart 3: Pound/Dollar exchange rate

Chart 2: U.S market data

Source: Bloomberg, Wema Bank
The chart above shows the sterling appreciating, the resultant eﬀect from minutes
of the Bank of England Policy meeting.

Source: Bloomberg, Wema Bank
The Dow Jones Industrial Average (DJIA) increased by 0.06% from 20,902.98 points
(March 10, 2017 to 20,914.63 points (March 17, 2017).

In response, the Peoples’ Bank of China (PBOC) increased
its short term interest rates by 10 basis point, as it
attempts to prevent its currency from weakening,
considering outﬂows that could occur due to the U.S rate
increase. In addition, we note that the Chinese
government has been trying to reduce the level of debt, so
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Oil prices continue to dominate headlines after OPECs
February report showed increased production from Saudi
Arabia who reported oil output at 10.011mb/d from
9.797mb/d. According to the U.S. Energy Information
Administration (EIA) weekly report, U.S. oil inventory
during the week recorded a decline (531,000 barrels). Oil
prices traded between $51.37barrel (March 13, 2017) and
$51.76/barrel (March 17, 2017).
The G20 summit of Finance ministers and Central Bank
Governors was held this week in Germany. Most notable
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was that the meeting ended without any commitment on
free trade (as was done in the past). We believe this throws
up more uncertainty into the global scene.
Chart 4: Brent Crude price trend

The G20 summit of Finance ministers and Central Bank
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up more uncertainty into the global scene.
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DOMESTIC ENVIRONMENT
This week was characterized by the following;
Ÿ

Ÿ

Ÿ

The CBN Governor put to bed, discussions over a
possible Naira ﬂoat. At a Vanguard Newspaper event,
he also highlighted that Dollar inﬂow had declined to
less than $700 million/month from $3.6 billion (2014)
while demand for FX was at $4.8 billion. In addition, he
stated that the ban of the “41 items” could be reversed
though such reversal would be premature given rising
nationalist/populist sentiments.
Inﬂation ﬁgure for the month of February was reported
at 17.78% (Y-o-y), the ﬁrst decline in 15 months.
However, on a m-o-m basis, prices rose 1.49% from
1.01% (Jan’17). Prices rose across all items with Soft
drinks, Coﬀee/Tea and Cocoa recording slower
increases.
OPEC in February, reported Nigeria’s oil production at c.
1.52mb/d from 1.53mb/d (Jan’17). Angola was reported
to have produced 1.65mb/d from 1.62mb/d (Jan’17).
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Ÿ

President Buhari releases the 2nd tranche of the
London – Paris club refund (NGN500 billion). This is
aimed at easing the ﬁnancial strains being faced by the
State Governments. However, accounting for the 1st
tranche will be the pre-condition for the 2nd tranche.

Ÿ

The government is set to commence a Voluntary Asset
and Income Declaration Scheme (VAIDS) which would
add $1 billion in revenues. With this scheme, the
government aims to raise its tax – GDP ratio from the
current 6% to 15% (2020).

Ÿ

The Debt Management Oﬃce (DMO) announced it had
issued more bonds than originally planned, having
issued bonds worth NGN160 billion vs. NGN130 billion,
due to slowing inﬂation.

OUTLOOK
This week we expect Central Bank of Nigeria’s Monetary
Policy Committee (MPC) to maintain its Monetary Policy
Rate (MPR) at 14%. Our consideration is based on the
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continued contraction recorded in the manufacturing
sector (CBN Purchasing Managers' Index) and by
extension the economy. Furthermore, we take into full
view the impact of such an increase on inﬂation &
consumer sentiment while also highlighting that the 2017
budget is yet to be passed (ﬁscal spending).

EQUITIES MARKET

towards the education of their children. It is targeted at
children aged between 0 to 12 years.

WEMA BANK
MEDIA HIGHLIGHTS
Bloomberg – March 16, 2017

Europe is waving goodbye to Sugar Cane
The Nigerian All-Share Index (ASI) recorded improved
performances this week, given strong earnings we have
witnessed. Year to date (YTD) ended, the market has
declined 4.55% having opened the year at 26,874.62
points and closed at 25,653.16 points (March 17, 2017). In
addition, market capitalization has declined by 3.94% YTD
from N9.23 trillion to N8.88 trillion. The decline is reﬂective
of the weak macro-economic environment which
continues to characterize the Nigerian economy.
Chart 4: NSE ASI (Jan. – Mar. 17, 2017)

Europeans' taste for sugar transformed the world.
West Indies plantations built from the 17th century to
feed demand drove a nexus of commerce, capital and
manufacturing that fomented the industrial revolution
and modern ﬁnancial markets.
More than three hundred years later, Europe is set to
deliver a crippling blow to a trade that once made up
almost a ﬁfth of its entire imports, and has sustained
developing-country sugar cane farmers since.
Bloomberg – March 14, 2017

Oil at $40 no problem as U.S drillers snub OPEC with
hedges
OPEC's worst enemy isn't U.S. shale drillers. It's the hedges
propping them up.

Source: Bloomberg, NSE, Wema Bank
The Banking Index during the week increased by 2.36%
from 276.36 points (March 10, 2017) to 282.89 points
(March 17, 2017). Year–to –Date (YTD), the index has
increased 3.12% from 274.32 points (Jan, 2017). During the
week, Wema Bank share price remained unchanged at
N0.50/share. A total of 0.098 million shares was traded
during the week under review.

WEMA IN THE NEWS
Wema Bank rewards Royal Kiddies Account Holders
As part of activities to celebrate the International Day of
Happiness, Wema Bank partnered with Silverbird Film
Distribution for the premiere of Smurfs: The Lost Village.
The bank took some of its Royal Kiddies Account holders to
the event which held on Saturday in Lagos. Wema Bank’s
Royal Kiddies Account is a high interest yielding savings
account for children designed to help parents save
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American oil explorers who survived the worst of the
2014-2016 market rout are shrugging oﬀ the 14 percent
slide in prices this year from a high of $55.24 to less than
$48 a barrel Tuesday. The price would have to drop to the
$30s or lower to dent the bottom line of many drillers now
working U.S. shale ﬁelds, said Katherine Richard, the CEO
of Warwick Energy Investment Group, which own stakes in
more than 5,000 oil and natural gas wells.
That's because many producers have already locked in
future returns with ﬁnancial contracts that guarantee the
price of their oil for most of the rest of the decade. Such
resilience poses a dilemma for countries that agreed to an
OPEC-led production cut aimed at tightening supplies to
raise prices and relieve their distressed national
economies.
Harvard Business Review- March 13, 2017

The uneasy alliance between the U.S and China
is critical to the future of the entire planet
Assuming trend lines hold, the eventual shift of global
supremacy from the United States to China will be the
show of the century. The question is whether it will lead to
more conﬂict or more cooperation.
For many U.S. citizens, national identity is wrapped up in
being “number one,” whatever exactly that means. If an
increasingly prosperous, stable, and conﬁdent China
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manages to assert itself as the global leader, Americans
aren't likely to slide gently into the backseat.
No other relationship is as important, or as fraught, as
America's with China. On the one hand, the two nations are
codependent. Americans import nearly $500 billion worth
of relatively cheap electronics, toys, and seemingly
everything else from China each year. China, meanwhile,
holds $1.1 trillion in U.S. securities. The relationship, as
observers like to say, is “too big to fail.”
The Guardian – March 13, 2017

U.S Interest rate rise to deepen debt crisis in
developing world
Developing countries are struggling with steep rises in
their debt payments after being hit by a double whammy of
lower commodity prices and a stronger dollar, with more
pain to come once the US central bank raises interest rates
this week, campaigners warn.
The Jubilee Debt Campaign said that some of the world's
poorest countries have seen the cost of repaying their
debts – as a proportion of government revenue – hit the
highest level for a decade. Government coﬀers have been
depleted by lower revenues from commodity exports and
the size of dollar-denominated debts has risen as the US
currency has strengthened.
Reuters – March 13, 2017

Russian Oil major says U.S shale growth imperils
OPEC deal
A recovery in U.S. oil output may deter OPEC and non-OPEC
producers from extending production cuts beyond June
and might lead to a new price war, Russia's top oil major
said on Monday. U.S. shale oil production had been in
retreat as oil prices tumbled from above $100 a barrel in
2014 to below $30 in 2015, making costly fracking
processes less proﬁtable.
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A deal by the Organization of the Petroleum Exporting
Countries with Russia and other producers to rein in
output by 1.8 million barrels per day (bpd) for six months
from Jan. 1 lifted prices but also encouraged U.S. ﬁrms to
boost supplies.
"It became evident that U.S. shale oil output has become
and will remain a new global oil price regulator for the
foreseeable future," Rosneft said in a written response to
Reuters.
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