
 

 

  



AT A GLANCE… 
 

From lockdowns and dwindling oil prices to escalating inflation and #EndSARS protests, the four quarters in 2020 were 

nothing short of eventful for the Nigerian economy. Before the end of Q1, oil prices had begun to suffer the effects of 

the global pandemic but by Q2, prices slightly rose again as aggregate demand saw a welcome increase. This rise 

steadied in Q3, however, oil prices were still not at pre-pandemic levels. Not long after, the economy took another dip 

with a 3.62% GDP contraction in Q3. This set the economy officially in a recession after two consecutive quarters with 

negative GDP growth.  

On the other hand, inflation continued to rise, reaching 14.89% in Q4. This continued rise in inflation, amongst other 

factors including the need to reduce economic pressure, restrained the Monetary Policy Committee from making any 

notable changes to monetary policy. As a result, the monetary policy rate was retained at 11.5%, while all other 

parameters were left untouched. 

In addition, the end of 2020 did not signify the end of the global pandemic as fears of a second wave of the virus surfaced 

in December after a new variant of the virus was discovered. Thus, lockdown measures and supply disruptions remain 

an unwelcome possibility in 2021. 

 

 
GDP growth as of Q3 

2020 

 -3.62%  

Inflation as at 

November 2020 

Month-on-

Month % 

Year-on-Year % 12 Month 

Avg.Chg% 

CPI Inflation 1.60 14.89 12.92 

Food Inflation 2.04 18.30 15.75 

Core Inflation 0.71 11.05 10.14 

*source: NBS 

 

 
FX Reserves (US$ bn) Close 1M% 3M% 

As at 22/12/2020 $34.93 -1.51 -2.35 

*Source: Central Bank of Nigeria -30-day moving average figure 

Official Rate (USD)                              N379    

Monetary Policy Rate 11.5%    

Crude Oil Price $54.38    

*Source: CBN as at 31/12/2020 

 

 
NSE ASI Statistics as at 

29/12/2020 

 

Current 39,110.17 

Previous 38,800.01 

Day Change 0.80% 

YTD Return 45.70% 

YTD High 39,110.17 

YTD Low 20,669.38 

52wk High 39,110.17 

52wk Low 20,669.38 

*Source: NSE

Important information: Please be aware that past performance is not a reliable indicator of future returns. Reference to specific asset classes 

should not be construed as a recommendation to buy or sell these securities and is included for the purposes of illustration only. The information 

in this publication does not constitute investment advice Be aware that views expressed may no longer be current and are subject to change at any 

time. Investors unsure about the suitability of an investment should consult a financial advisor before making any investment decision. 

AfriKnowledgeBase utilizes data and information from public and private sources. While we consider information from external sources to be 

reliable, we do not assume responsibility for its accuracy. 

 

 

 

GDP contracted by 3.62 percent in Q3 2020, 

plunging the economy into its second 

recession in 5 years. 



MACRO POLICIES 

 
Monetary Policy
 

Against the backdrop of the pandemic and its numerous effects on 

the economy, the CBN pursued a number of options to cushion these 

effects and increase output growth. As a result, the main theme for 

monetary policy was expansionary in 2020. In order to enable the 

CBN assess the effectiveness of easing its policy stance in Q3, the 

apex bank decided to maintain a neutral stance in Q4 by making no 

significant changes to its monetary policy. 

 

The CBN’s decision was also driven by the continued rise in 

inflation which has been a great cause for concern. A further 

acceleration in inflation took the rate to a three-year high of 14.89% 

in November 2020. Food inflation also saw a sharp increase, 

reaching 18.30% due to the accelerated price increases of bread, 

yam, fish and other common food items.  

 

While questioning brows have been raised at the CBN as to the cause 

of this continued inflationary rise, the CBN maintains that the main 

causes are not due to monetary policy. Besides disruptions in supply 

as a result of various lockdowns imposed in the country, factors such 

as lack of power and infrastructure also contributed to increasing 

food prices. The CBN posits a positive outlook as harvest season 

draws nearer and the effects of previous lockdown measures die 

down. 

 

 
FX Policies. 

For an economy largely dependent on oil revenue, the reduction in 

oil prices had a major role to play in its currency value. With oil 

prices reaching all-time lows, Nigeria’s exchange rate came under 

more pressure. In a bid to manage this pressure, more foreign 

exchange policies were introduced in Q4. 

 

For one, the CBN attempted to make the retail end of the foreign 

exchange market more liquid by selling $450 million to BDCs in 

October. Unfortunately, the initial gains were short-lived as the 

exchange rate to the dollar could not maintain them. 

 

In November, plans were announced to make petrol importation 

more competitive and reduce its cost by making foreign exchange 

available to petroleum product marketers. Also, in December, the 

CBN updated its circular stating that Diaspora Remittances would 

be received in foreign currency through the beneficiary’s preferred 

bank. 

These are a few out of the various changes, retractions and updates 

that have been made to manage Nigeria’s foreign currency in the 

whirlwind that was 2020. 

 

Monetary Policy Rate (MPR) 

Despite the Monetary Policy Committee’s efforts to reduce the 

likelihood of a recession by introducing a second rate cut in 2020, 

the economy managed to slip into recession for the second time in 

less than a decade. It therefore comes as no surprise that the 

monetary policy rate was retained at 11.5% in Q4 based on a 

unanimous decision by the committee.  

 

Similarly, other policy parameters, the asymmetric corridor, the cash 

reserve ratio and the liquidity ratio, all remained the same. The need 

to manage inflationary pressures and stimulate economic growth 

formed the basis of the CNB’s unwillingness to make any more 

drastic changes in 2020.  

 
MPR Retain at 11.5% 

Asymmetric Corridor Retain +100/-700 basis points 

around the MPR 

CRR Retain at 27.5% 

Liquidity Ratio Retain at 30% 
*Data from CBN 
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Fiscal Policies  
The events of 2020 buttressed the fact that oil revenue-dependence 

is highly insufficient and unsustainable as crude oil was yet to reach 

pre-pandemic levels as at Q4. From the beginning of the year, the 

government has explored various fiscal policy decisions in response 

to both social and economic events. With the economy technically 

in a recession by Q3, the government’s fiscal focus was on measures 

to increase domestic revenue, stimulate employment and ease the 

economic burden on citizens.  

Some measures implemented by the federal government in the 

fourth quarter include: 

 

• Proposed 2021 budget with N7.89 trillion in Revenue and 

N13.08 trillion in Expenditure resulting in a N5.2 trillion 

fiscal deficit 

• Reduction and review of scheduled electricity tariff hike 

• Signing of Finance Bill 2020 into law which contains 

several key changes in tax provisions.   

• Review of border closure beginning with the reopening of 

four land border crossing points (Seme border, Illela, 

Maitagari and Mfun) after a year of closed borders to curb 

smuggling. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



ASSET CLASSES 

 
Equities 

 
Past performance is not a reliable indicator of future returns.  

 

Although the Nigerian Equities market suffered losses in the first 

quarter, the second and third quarters proved favourable with stocks 

gradually posting gains. While expectations were not hinged on a 

bullish market in Q4, investors were well-pleased as the first month 

of Q4 ended up reporting the best gains since 2018. The All-Share 

Index (ASI) in October reached a 13.8% increase from the previous 

month, further emphasising investor confidence. 

 

While the equities market did fairly well in Q4, investors may find 

it difficult to ignore the economic state as the country faces two 

consecutive economic contractions and a weak naira. Nonetheless, 

the CBN’s policy stances have made the market more attractive to 

investors.  

 

Sector Winners and Losers 

More positive returns in the equities market had a slight impact on 

the declining oil and gas sector. While the sector still reported a 

decrease in Q4, it amounted to a 14.06% YTD decline at the close 

of business in December. This is a notable improvement from the 

26.87% decline reported in Q3. Meanwhile, the Consumer Goods 

sector declined by 2.86%. 

 

The Industrial sector had a much more significant, positive 

trajectory, with a 77% increase at the end of Q4. Following behind 

was the Insurance sector with 46% growth. 

 

 

Performance by Sector 
31/12/2020 MtD QTD YTD 

    Chg%    Chg% 

NSE-Banking Index -0.23 5.48 10.14 

NSE Consumer 
Goods Index 

-1.12 4.99 -3.29 

NSE Oil/Gas Index 4.42 5.05 -13.84 

NSE Industrial 

Goods Index 

24.69 54.55 90.81 

NSE Insurance 

Index 

19.97 30.59 50.61 

*Source: NSE

 

----------------------------------------------------------------------------------------------------------------------------- ------------------------------

 

Fixed Income 

 
A downward trend has been the order of the day for fixed income 

rates in 2020 as Q4 reported even lower yields compared to Q3. 

While the CBN introduced “Special Bills” into the market to help 

control money supply, and maintained a neutral position in monetary 

policy by making no changes to the MPR, investor confidence only 

dampened further in Q4. With bonds at unprecedented levels and the 

lack of adequate and suitable alternatives for investors to invest their 

inflows, most investors have been pressed to hold on to bonds with 

low yields. 

 

In a similar vein, treasury bill rates dropped to unsettling levels of 

0.5% for 364-day bills and 0.98% for 182-day bills in the beginning 

of Q4. Towards the end of the quarter, 1-year t-bill rates had fallen 

even further to -0.09%, in addition to inflation escalating to a three-

year high of 14.89%. Nonetheless, subscription rates almost doubled 

for t-bill rates, further emphasising investors’ unwillingness to risk 

alternative investments in the current economic state.  

On the other hand, OMO rates at the last auction of the year were 

allotted 1.6%, 4.5% and 6% for 3-month, 6-month and 1-year rates 

respectively. Throughout 2020, the CBN gradually reduced the size 

of the OMO market by limiting it to foreign investors, which 

resulted in more funds being diverted to other markets such as the 

FGN bond and treasury bill markets. This achieved quantitative 

easing effects as the market started out at 9.8 trillion in Q1 and 

reduced to about N5.5 trillion in Q4. 

 
Rating Agency Rating Outlook 

Fitch Ratings B - 

Moody’s Investors Service   B2 negative 

Standard & Poor’s  B- - 

 

---------------------------------------------------------------------------------------------------------------------------------

Commodities 
 

In Q4, oil prices first slumped to their lowest since Q2 as a second 

wave of the pandemic affected certain parts of the world resulting in 

new lockdown measures. However, prices managed to rise again as 

OPEC and Russia eased output cuts. In addition, news of successful 

vaccine trials increased positive economic outlooks. 

 

However, oil prices are still being tossed from one side to another as 

a new variant of the virus has been discovered and has already 

resulted in border closures in certain European countries. The 

possibility of a third wave of Covid-19 could make any recent 

increases in oil prices short-lived. Nonetheless, OPEC plans to 

further ease its supply restrictions in January 2021 to stimulate oil 

prices returning to pre-pandemic levels sooner rather than later. 

 

 

 

 

 

 

 

 

 

 

 

*Data from NSE 



 

MARKET DATA – Week Close 31/12/2020 

 
Top Five Performers  

Company Close Gain (N) % Change 

NEW INSURANCE PLC 1.79 0.43 31.62 

JAPAUL GOLD & VENTURES 

PLC 

0.62 0.14 29.17 

BUA CEMENT PLC 77.35 17.35 28.92 

C & I LEASING PLC. 5.20 0.89 20.65 

ASSOCIATED BUS 

COMPANY PLC. 

0.38 0.05 15.15 

 

    *Source: NSE 

 

  Top Five Decliners  
Company Close Loss (N) % Change 

FTN COCOA PROCESSORS PLC 0.66 -0.23 -25.84 

AIICO INSURANCE PLC. 1.13 -0.13 -10.32 

NCR (NIGERIA) PLC. 1.96 -0.21 -9.68 

TRANS-NATIONWIDE EXPRESS 

PLC. 

0.72 -0.07 -8.86 

ECOBANK TRANSNATIONAL 

INCORPORATED 

6.00 -0.55 -8.40 

    *Source: NSE 
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