NIGERIA REACTS TOo A CRISIS OF

CONFIDENCE & LIQUIDITY

- Takes Bold Steps To Salvage The Naira
 After Self Inflicted Wounds

February 20%, 2017



ECONOMIC DETERIORATION 2014 - 16

Full blown
economic
Crisis

-

- Commodity shocks have been resolved




CURRENCY MISALIGNMENT

. Uncertainty + Speculative + Fear

Fair value . .
remium remium
N340 P P
Equilibrium value Valuve attached to the Hypothetical Incremental demand
of the naira magnitude of changes projected from risk
in FX pricing gains/losses on averse/currency
current rate hedgers

Fair value: N340
Market premium= 40% of N340

Parallel market

rate N476

Parallel market should not trade above market premium + fair value

i.e approx. N476/$ - target rate for parallel market
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MULTIPLE EXCHANGE RATES

l) Spot Market: N305

Q) Export proceeds

.) Invisible Transaction rates

0) BDC rates

.) Cash transfer

.) Forward contracts: 60-180 days

0) Non-deliverable Forwards

0) Futures Contracts




.. ANNOUNCES NEW POLICY ON FOREX

PTA, medical and school fees to be met at 20% above the IFEM rate i.e N366/$




uBA AY

United Bank for Africa

Africa... United by One Bank
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New York

Senegal

Guinea Conakry
Sierra Leone

We know our way around finance in Africa

United Bank for Africa Plc is one of Africa’s leading financial Institutions, offering banking services to more than 11 million
customers through diverse global channels.

With presence in 19 African countries and 3 global financial centres; London, New York and Paris, UBA is connecting people
and businesses through retail and corporate banking, innovative cross-border payments and trade finance.

Web: www.ubagroup.com

Email: cfc@ubagroup.com Africa’s global bank




IMPACT OF POLICY

Policy partially addresses liquidity problem (#$104m pm)

Does not resolve the confidence crisis in the market

CBN’s aggregate supply to the market

bad Invisibles= $104m

bad Tradables=$800m

B > = $904m




IMPACT OF POLICY -~ ACCORDING TO RENCAP

Upside

An improvement in FX availability

A relatively more flexible FX rate
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Downside

FX policy remains interventionist.

No change 1n the policy of IOCs selling FX
to the CBN

CBN remains the biggest FX supplier on the
IFEM.

FX market remains fragmented

No mention of restoring the two-way quote
system

CBN continues operating fixed FX rate, and

simply moves to a new peg.



IMPACT ON PETROL SUBSIDY...RENCAP

/ The pump price for a litre of petrol is currently NGN145 /litre

Given that the petroleum marketers are currently getting dollars at an

" EX rate of NGN305/$1

4 hd b

/ This means NNPC is paying a subsidy of NGN27 /I

The NGN145/I petrol price was set assuming the FX rate would not go
beyond NGN297/$1.




IMPACT ON PETROL SUBSIDY...RENCAP

Total cost for marketers at various FX rates using oil price of $55/bl, NGN/1

Landing cost  154.3 177.1 202.4 227.7 253.0
Margins 18.4 18.4 18.4 18.4 18.4
Total cost 172.7 195.5 220.8 246.1 271.4

Source: Renaissance Capital estimates, PPPRA
IFIDC s P
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CBN ANNOUNCES NEW POLICY ON FOREX

Gross external reserves approx. $29bn

Net external reserves import cover approx. 6 months

External Reserves ($'bn)
35.00 -

29.11 29.28
30.00 - 27.18 27.00

Je o0 | 2422 24.28 25.19
20.00
15.00 -
10.00
5.00
MNow *

Oct'16 Dec '16 Jan'17 Feb 17" 17 Feb 20'17 *Feb 28'17

Source: CBN, FDC Think-Tank. *post policy implementation.



Every meal starts with us

Refined and iodized) -Seasoning (Cubes and Tablets) e Tomato Paste .- Vegetéblé QOil <
(EN fEes) Available nationwide.
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