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T

his week, ﬁnancial markets led by the U.S were in
corrective mode, as investors took a “rain check” on
the inability of President Donald Trump to get his
version of the Aﬀordable Care Act (ACA) passed by both
Chambers of Congress.
In addition, it was viewed that with the inability of the ACA
to pass, his other reforms on tax and then on
infrastructure spend would also be impacted upon. The
Dow Jones Industrial Average during the week declined
1.26% (as at the time of writing this report) from 20,905.85
points (20 March 2017) to 20,642.89 points (24 March
2017). The dollar index also reﬂected changing investor
sentiment as it declined during the period.

OPEC & non OPEC members met in Kuwait over the
weekend to review the impact of last year's production cut
(c. 1.8 mb/d), as supply overhang led by U.S Shale oil
continues to characterize the market. It was decided that
further consultations be made for a possible extension by
6 months of further production cuts (December 2017).
Oil prices this week continued to decline on the back of yet
again increased inventory stock from the U.S (5mb vs.
2.8mb forecast).
Chart 3: Brent crude price trend (Jan – March 24, 2017)

Chart 1: Dollar index & DJIA
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Last week we highlighted the gains recorded by the British
Sterling (£: $) resulting from the Bank of England Monetary
Policy Committee's hawkish outlook regarding rate hikes
(currently 0.25%) in the wake of rising inﬂation. However,
comment attributed to a member of the Committee saw
the Sterling decline, as he made his argument for wage
growth before a possible rate hike.

Oil price during the week declined 2.38% having opened at
$51.76/barrel and traded at $50.53 as at the time of
writing this report.
Preliminary data this week on the health of the economy –
Eurozone, U.S and Japan, showed continued growth in the
Eurozone led by the service sector, as the bloc recorded
growth in new orders and hiring. The Eurozone Composite
Index increased to 56.7 index points from 56.0 index
points (Feb'17).

Chart 2: Sterling price trend

Data from the U.S seems to show a slowdown in economic
activities. Composite output data fell to 53.2 points from
54.1 (Feb'17). We note that the month of March is
expected to be characterized by slower private sector
hiring.

Source: Bloomberg, NSE, Wema Bank

We note that the sterling this week recorded a gain of
0.75% after February inﬂation data rose above the Bank of
England's target of 2%. Current inﬂation rate is at 2.3%.
24 March 2017

Japan also seemed to have turned a corner as production
activities, as measured by the Nikkei PMI declined from
53.3 points (Feb'17) to 52.6 points in March. This
represents a 3-month low, as new orders and export
orders increased at a slower rate. Thus while expectations
remain positive, optimism seems to have been lowered.
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DOMESTIC ENVIRONMENT
This week was characterized by the following event;
Ÿ

Ÿ

The CBN at its bi-monthly MPC meeting held the
Monetary Policy Rate at 14%. In addition, it left the Cash
Reserve Ratio (CRR) and Liquidity Ratio unchanged. The
Committee noted the changing global economic order,
the released economic plan released by the budget and
planning ministry alongside the impact the new FX
policy was having on the economy.
Nigeria's distributable income fell to NGN429.13 billion
(Feb'17) from NGN465.19 billion (Jan'17) due to lower
oil prices. It was noted that average oil price fell to
$44.74/barrel from $49.57/barrel.

Ÿ

The National Assembly during the week approved the
FGN's request towards the issuance of a $500 million
Eurobond. This is coming on the heels of the $1 billion
Eurobond issued last month.

Ÿ

The Naira continued to record continued gains in the
Parallel market, as the CBN's continued “assault“ led to
a 15.38% price appreciation having opened the week
NGN450/$1 (March 17, 2017) and closed the week at
NGN390/$ (March 24, 2017).

Ÿ

We expect to see renewed outlook for the Eurozone,
though to be lowered, as the British Prime Minister
formally triggers Article 50.
Ÿ

The domestic scene is expected to remain subdued.

EQUITIES MARKET
The Nigerian All-Share Index (ASI) declined this week,
given the continued uncertainty. Year to date (YTD) ended,
the market has declined 5.28% having opened the year at
26,874.62 points and closed at 25,454.93 points (March
24, 2017).
In addition, market capitalization has declined by 4.77%
YTD from NGN9.23 trillion to NGN8.81 trillion.
The decline is reﬂective of the weak macro-economic
environment which continues to characterize the Nigerian
economy.
Chart 4: NSE ASI (Jan. – Mar. 24, 2017)

The International Monetary Fund (IMF) during the week
highlighted the need for urgent reforms while painting
a dim outlook for the economy considering the
continued state of aﬀairs. For further reading
http://www.reuters.com/article/us-nigeria-imfe x c l u s i v e - i d U S K B N 1 6 V 1 S C
Source: Bloomberg, NSE, Wema Bank

OUTLOOK
We expect continued investor reaction, as the market
weighs the impact of the U.S President's failed healthcare
reform and its implication towards proposed tax cuts and
infrastructure spending. In addition is the early monthly
activity report on the economy.
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The Banking Index during the week increased by 2.36% from
276.36 points (March 10, 2017) to 277.01 points (March 24, 2017).
Year–to –Date (YTD), the index has increased 0.98% from 274.32
points (Jan, 2017).
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WEMA IN THE NEWS
Wema Bank Plc. is participating in the Global Money Week
taking place from 27 March - 2 April 2017. It is an annual
global celebration aimed at inspiring children and youth to
learn about money, saving, creating livelihoods, gaining
employment and becoming entrepreneurs. The Bank’s
Executives will be at diﬀerent schools across the country
this week to hold Financial Literacy sessions.

The Economist – March 21, 2017
The Demand for Nigerian Debt
NIGERIA'S economy shrank by 1.5% in 2016, its ﬁrst annual
contraction in 25 years. The president, Muhammadu
Buhari (pictured, left), recently spent six weeks seeking
medical treatment in London. And the country continues
to be roiled by Boko Haram jihadists in the north-east and
by unrelated militant attacks on oil facilities in the Niger
Delta. Yet, investors don't seem to mind. Last month,
Nigeria issued a 15-year, $1bn Eurobond—a bond in a
currency other than that of the country issuing it—that
was eight times oversubscribed. A second issuance is
expected, possibly this month. It will probably be met with
similar enthusiasm. What makes investing in Nigeria so
attractive?
Reuters – March 18, 2017
G20 Financial leaders acquiesce to U.S, drop free trade
pledge
Financial leaders of the world's biggest economies
dropped a pledge to keep global trade free and open,
acquiescing to an increasingly protectionist United States
after a two-day meeting failed to yield a compromise.
Breaking a decade-long tradition of endorsing open trade,
G20 ﬁnance ministers and central bankers made only a
token reference to trade in their communique on
Saturday, a clear defeat for host nation Germany, which
fought the new U.S. government's attempts to water down
past commitments.
The Economist – March 17, 2017
The Progressive Case of Immigration
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Reuters – March 24, 2017
Exclusive IMF says Nigeria in needs urgent reform
document.
The International Monetary Fund (IMF) is expected to warn
Nigeria that its economy needs urgent reform, according
to a report seen by Reuters that could delay talks over $1.4
billion in international loans.
The Washington-based fund will urge Nigeria, a major oil
producer, to introduce immediate changes to its exchange
rate policy and say its recent reform plan is not enough to
drag Africa's biggest economy out of recession, according
to the 68-page report.
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“We can't restore our civilization with somebody else's
babies”. Steve King, a Republican congressman from
Iowa, could hardly have been clearer in his meaning in a
tweet this week supporting Geert Wilders, a Dutch
politician with anti-immigrant views.
Across the rich world, those of a similar mind have been
emboldened by a nativist turn in politics. Some do push
back: plenty of Americans rallied against Donald Trump's
plan to block refugees and migrants. Yet few rich-world
politicians are willing to make the case for immigration
that it deserves: it is a good thing and there should be
much more of it.
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