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=FMDQ
Introduction

Financial education plays a fundamental role in socio-economic growth and development
in a nation, and is critical in achieving financial security. With a population of over 200
million, a large percentage of the Nigerian populace do not have the requisite skills to build a solid
financial future. The younger generation are the most affected, especially with no financial
education incorporated into the educational system. The importance of early intervention
cannot be overemphasised, as it is pertinent in building the required skills, attitudes and
perceptions early on, to aid the development of a financially astute and empowered generation.

In recognition of the fact that financial literacy could be a poverty alleviation tool that can aid
the building of a more sustainable financial future for society and to also develop the required
expertise to adequately scale up the Nigerian financial market to global standards, FMDQ Group
- Africa’s first vertically integrated financial market infrastructure group, strategically positioned
to provide seamless execution, clearing and settlement of financial market transactions, as well
as data and information services, across the debt capital, foreign exchange, derivatives and
equity markets has included the next generation in its financial market education agenda,
via its Flagship Corporate Responsibility Programme, FMDQ Next Generation
Financial Markets Empowerment Programme (FMDQ-Next). Thisis alearning and development
initiative aimed at promoting financial market awareness and literacy among students
across all levels (primary, secondary, tertiary), as well as fresh graduates within the country.

The Programme is implemented via Teach-a-class Sessions — which involve fun, educational and
interactive financial markets exercises and activities; Excursions and Tours — where participants
are given the opportunity to visit FMDQ Group, as well as local and international financial
markets institutions; Trading Simulation Exercises — where participants learn how to
trade a variety of securities and instruments in the financial market through the management
of a virtual portfolio in a simulated environment; Summer Camp Programmes -
a highly engaging programme specifically for primary and secondary school students
who  learn  about the  financial market over the summer holidays.

The latest addition is the FMDQ-Next Financial Literacy Book, which aims to complement the
repertoire of FMDQ-Next Initiatives, towards closing the financial literacy gap in society. The
Book provides a simple, yet informative and entertaining approach to complex financial market
concepts, personal finance and basic economics. Exercises and games are also featured at the
end of every chapter to reinforce key learnings. We believe that the FMDQ-Next Financial
Literacy Book will be a fun, educative and inspiring tool for every reader.

Wishing you a fun learning experience and a future with great financial possibilities!
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CHAPTER1

MONEY & BANKS

Money and BANKS

Have you ever wondered
where all the money
we spend comes from? How bas it
become so important for
our survival? Will it last

forever? The answers to these questions
are more straight-forward than you
may think. Let us explore the world
of money, learn about its bistory
and bhow it bas evolved over time to
become a wvaluable commodity today.




CHAPTER

What is MONEY ?

Most people get their money by earming it through work, commonly referred
to as income. You could probably help out with some chores around the house to
top up on your pocket money, When you go to the cmema, you may exchange
money for movie tickets or ice cream. Regardless of what
it is, something needs to be given cut in exchange for
you to abtain the items you desire,

e

Hnnl'r s, therefore, anything that is generally
acceptable and is used for the payment of goods
and services. |t derves its value by its various
functrons.

Evolution of MONEY

Tu-d.1}' we Use mongy in 80 many different forms - coins; notes, debit or
credit cards - o purchase items in our countries and from ocher countres with
a tew clicks of the burton. It was not always this simple. Let us go through some
"numismatics” - The study of currency and its history - as we mavel back in dime,
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Barter SYSTEM i

: The history of bartering dates back to 000 BC, during early civilisation, when pﬂnphﬂ
. i needs were fmited, Bartering imvolved the exchange nF goods-and services between

‘ Fanph Pecple did not use money as 8 medium of exchange, instead items :l.uu:h
s a5 cows, salt, rice, whoat, waapons, etc, were utined m the "barter l#hln.il'

+ The Barter System was introduced by the Mesopatamian

! tribes and |ater adopted by the Phoenicians, who bartered % w i
! goods to people who fved in very distant locations. h" :
! The first bartering was recorded in Egypt. . !
E Ll = E
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MOMETY E-RAMES

A lpak tnto how the Chiets might have bo take 2 less divect
BARTER SYSTEM worked approach to get the eggs. He can trade
his carn for Abdul's bug afl potatoes, theen

Cheta grows com, He would like some aggs for
trade the bag of toes for Hauwa'
his breakfast. Ha approaches loseph to barter his §FT-potaton 2

corn for epps.

EE!.

Chetaz 1 will trade
you 8 barket of
corn for 20 egps”

“Mo, theniks,
| ean trade

Hamwna:
ke .

you 20 1] for a h.:E
of patstoes.”

Abdul:"l ean fu yau @

bag of potatoes tor s
m g

et af carm,”
This could end up being very complicated,
trying to axchange different rtems for the
one item/senvice you want! Cver time,
different societies and countries found a
solution,

Cheta
one bazket of corn for

20 aggs”

| will trade wou

Joseph "Ok%

Cheta: “This 5 very stressful, Chur
goods aren't always parta ble., Chur

i e

- --—

products can rob over time; egps don't

stay Fresh forever you know! The value
']]‘II]"I.‘I‘-I:I tl of these poods decreases aver tuma. YWa
happy with this need & solubon ta thia! ™
and exchange.

1

Somse probless with this method

The problem with this methed is finding the
pErion 'ml|ing to trade their tems for the
same product you have, in the exact amounts.
What if Joseph does not want @ basket of
corn but wants @ bap of potatoes. instead?
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Frank McMNamara

::.-11:-11- trlnlanuwd into mlullnr. mnnq:r- coan, whu,-_h way
miade of precious matals, such as silver and gald. The value
of the metal was messured by weight, st tha time they were
nat precisely coins yet, bacause they had no fixed shape, By

640 BC, Electrum, an alloy of pold and silver, was used to

make coins in Lydia (modern-day Turkey), Lydia was ang af
:hlﬁmmnumhnidﬁptmnmhtﬂmhrgnﬁdinrm '

becsine similar to cowres, it was esser to
- meve abaut Wﬂﬁ#ﬁm ‘o animals or iTams,

| -

“We will use gaid cons
for expensive items and
silver coind for cheaper

e Lo T e

Paper MONEY
Coins were later slie found to be nconvenent and
dangerous to carry around, leading to the development
of paper manay, marking a significant milestone in the
development of money, This form of money
ariginated from the receipts or certificates naued
by pgeldwmiths to individuals who depos
precious  metals such a1 pgold and siher for
g These certificates could then be
msued to another person when the original owner

¥ purchased goods or services. The first use of paper
money accurred in China more than 1,000 years age.

Plastic money started with the creation of the Dhiner Club Card'
by Frank MeMamara when he targot his wallet and asked the dwner
ownar if hp could i;EI'- an agrssmsnt to pay later, Thiz karthed the
beginning of the credit payment. The Duner Club Card enabled the
awner b pay for goods and services at various locations ot a later
data, This novel idea became the first real model of the multipurpose
charge card. Years later, banks abie sdopted this method and
binked it to cardholders’ accounts, Credit and debat cards have
since been used for various transactions worldwide, solving the

! problem of carrying bulk paper money from one place to the other

Virtual MONEY

With technology developments, the newsst
kid on the black is virtuel maney. It is & type
of currency only available i electronic or
digital form, used only on the internet through
software such as digital wallets. k doss not
have any farm of physical representatson,
compared with paper or plastic money that
can ba held in your hand; neither is it regulated

by an apex bank.

The most famous &

wirtual currencie,

are Bitcoms, & i @
form of

EF‘?‘F!EEMEHE}I'.

Functions of MONEY ?

The Medium of Exchange

In todiy s world, money 1w widely accepied
as o rremans of payment, It s used to get us the
thangs wa want and need. Fo e---}rr-i.---s-. wihEn
e E'L 0 3 SUupserMmarcel 2 piCE up dirrerent
iterms and  pay Far them usmg money,
yau want an Phone, you :Ju'g.-' the weller
the required amownt of m iy tor tha

Phane. Same poes for s

go to a-hair sabon far a hair cut, in Exchange

for the haw cut you pay wiith money,

Store of Value

It 15 wha

it possible bo- save
money Lodsy bor something you need
or want tomorrow, For example, vou
may wa air ot trosners, which
eoct ghout M
el -u"-l',.' Frzwi N:.'
decide to earn jome extra monpey by
tutsring, wntil you have the full amount
to boy the tramers. Hopefully, the prce
risat P10 0000, ."t‘ll_'-:u:"r'. howeyer, i
Aol uMmgue 18 |.1r.-|--|_tI & Ebare ol '.-J|ur:.
other avsets such o1 land, art, are
P

ate hlrll i Idu i

Unit :rf Account

Warous geods and services are prced or
T wed on the amount of monay
attached to therm, This aflows us to

compare the prices of warsous poods

and services, allowing both seller and
buyer to decide on the best prices and
-.:lu.-r|1|||.:u. '.|1.I.F. HI_IFL. Fl.! otk ::.:'l-'tn:_ll:.
F-:-l l-21.:'|'='-|.l|-_'. |'. ';.--'_'-u Bake somie l.'.JI.ll'_ilL.‘l:':'-
ang Eall your freendy you Wi il sell them
st WIO0 wach, W00 n *hﬂ value vou

l'l O yYaur. L |r|| III
YU fr |—|u:|, are happy t | 100 pear
will be :"-|1.;.'-|.l:.'.

I:'Jr.l L.:IL'.E. bl"."!ll F‘I'I.'ll'l!'.



CHAPTER 1 MONEY & BANKS

Characteristicsof  MONEY ¢

Have you ever wondered about the unique features of money? There
are six main characteristics of money which we will be referring to as

P.A.D.D.L.F

4. DIVISIBILITY

Money can be easily divided into small amounts and can be
used to purchase different products with different values.

1. PORTABILITY It makes having denominations possible.

Money can be easily carried from one point to another, used in exchange
for goods and services. Imagine if we still had to move cows, sheep,
or eggs from one place in Lagos to a store in London to buy an iPad!

‘ 5. FUNGIBLE

Chickens come in different sizes and weights, with

. eachofthemhavingadifferentvalue.®200billsare
ﬁ all the same size, shape and value; they are constant
- andequal, making theirvalue for future use reliable.

2. ACCEPTABILITY

All types of the same denomination of money must maintain
the same features, such as its weight, size, colour, regardless of
its location. The seller of goods/service must be willing to accept
the money as a suitable medium for his/her goods or service.
For example, you cannot go to a café in France and pay for a
baguette in cash using Naira, as the Euro is the acceptable
medium of exchange.

‘
3. DURABILITY

Money possesses the ability to be used multiple times
however, it must be handled carefully to avoid rapid
wear and tear. Tomatoes can severly reduce in value, as
they are perishable, while #1,000 notes are fairly
durable and can be easily replaced if they become old
or worn




CHAPTER MONEY S BaANES

Countries and CURRENCIES » d\

There are currently about 180 currencies in the world, with each country
having its ewn unique currency known as legal tender”,
which is the acceptable medium of exchange

in that country. If you travel from Nigeria to the

United Kingdom, you will need to change your

local currency from Naira to Pounds Sterling,

The most comman currencies in the — “
world are the United States (US)

Dollar, European Euro, “
British Pound Sterling

and the Japanese Yen.

The “Dollar™ is utilised

in several countries, but
they all do not have the
same value, hence they are
named differently. Some
examples include Canadian Dollar,
Hong Kong Dollar, Australian Dollar,
Singapore Dollar, amongst others,

The Eure is one of the world's mest powerful
currencies, used by 175 million Europeans in
19 countnes: Austria, Belgium, Cyprus, Estonia,
Finland, France, Germany, Greece, Ireland,
ltaly, Latvia, Lithuania, Luxembourg, Malta,

the Netherlands, Portugal, Slovakia, Slovenia and
Spain. The fist will continue to grow as other
countries in Europe officially adept the Euro as their

currency,




What is a BANK?

The word ‘Bank’ t.u‘igln.:ted from the
ltahian word "Bamee’ which means lomg
bench because commercial trading and
transactions used to be done sitting down
on benches in markets and preaching halls
back in medieval and renassance ltaly, n
the affluent cities of Flerence and Venice.

Banks have been in existence for a long time, providing different services to individuals,
businesses, organisations and even Governments Majorly, banks act
intermedianes between depositors (who lend maney to banks) and borrowers (1o whom
the Banks land m:mry}.

A simiple example of how banks WORK

[hea has piee veehvesd the aum ol O Valerie, an the other land, neezls MS00.000)
WS a5 o reward for winning o Nl o complite the pavment for her pew fashion
sehikel | compeTirin. ¥ ihie idevlifes m siore.  She .1'|'.l]'lrr.|u|.'l1|:| {'u.TJ:.']ur flank to
leivd: hey WSMO00 for this purposs. The

II-I.IIL. IJEI.'IIJI.'I- ik IIIJ.II 1I-riJI:III: ||'II.' I'|1I-II1-1.':|'

open & wivings sccount and diéposles
|'||r MOfET i l-.IJ'-Jlll.' h.'lﬂL “‘l; I-I.'|l'll
in febien  promises bo phy | dn indvizal N with 1% imecrest rate over @ defined perind.
incoroe: oof 5, which meana that forgvery

The- adidisomal 9% an e boen m Vilese
wil e reciined m the  hank's II-:I'HEI- whilst |
Diias receives  the -ni!!.',IJ:nl money l.|-r}!-|r'-ll1.‘|.|
IGO0l (rpberess (W25 0000, The bk
will hive the dodible benefir of paying Diva back
while will making smne profis fior themselves

VoAl '||'||_' Lr_l_';rl. IJ'l.' IFCHREY A rﬂ|.; |'|.|||'|._
it will receive an addissonal 325 000

7 |

Benks carry out multiples of thewe kinds of MOMEY & BANKS

transactions daily - depouts, withdrawals, loans etc.
These transactions enable the bank to prowde
support to individuals, orpanisations, etc., making
prafit along the way,

Today, banking has evolved e a result of
technology bewng embedded inte its processes,
mawving beyond physical banks to online banking,
mobile banking, digital wallets, such as Apple Pay,

lo Wallet etc., designed to move customars
fram physical wallets to @ world where you can make
payments from a device, such a5 a phone.

Central BANKS

the commercial banks snd stabidise a
nation's econamy and natienal currency,

For example, the Bank of England
4 the central bank for the United

Mational Bank for Switzerland, the Bankof ===
Cansda for Canada and the Central -
Bank of Nigaria is Nigerias Cantral Bark.

Cemtral Bamk of Nigeris



CHAPTER1 MONEY & BANKS

Central Bank of NIGERIA

The Central Bank of Nigeria (CBN) is the apex monetary authority in Nigeria, fully

= Promote a sound financial system in Nigeria

= Act as “Banker” and provide economicand

financial advice to the Federal Government

established on July 1,1959, to manage the country’s currency and supervise and co-ordinate other The CBN s also charged with the responsibility of

administering the Banks and Other Financial
Institutions Act (BOFIA), 2020, with the sole aim

financial institutions in Nigeria in the facilitation of economic development. The Federal Republic

of Nigeria charges the CBN with the monetary policies’ overall control and administration to:

= Ensure monetary and price stability
= Issue the legal tender currency in Nigeria

= Maintain external reserves to safeguard the international value of the legal tender currency

History of the NIGERIAN NAIRA

By July 1,1959, the Central Bank of Nigeria
(gBN issued Nigerian currency banknotes,
while the WACB-issued banknotes and coins

were withdrawn.

Nigeria’s currency is known as the Naira. The first major

currency issue in Nigeria sequel to the colonial ordinance

of ensuring high standards in banking practices and

financial stability through its surveillance activities,
as well as the promotion of an efficient payment system.

By February 11,1977, the new
Twenty Naira note (820) was issued

The notes were to bear the portrait of a prominent Foll the bank g
Nigerian citizen, the late Head of or all the banknotes in

a{gain chan%\ed
ollowing the State. General circulation were changbed
misuse of Murtala Ramat Muhammed (1938~ xcept for the 50 Kobo
the currency 1976) who was the banknote, to arrest the
banknotes torchbearer of the Nigerian Rev- currency trafficking
during the civil olution in July 1975 Tﬁe note was prevalent at the time.
war. issued on the st anniversary of his
assassination as a fitting tribute.

Bl
B &g

In response to the
In April 1984, the colours  expansion in economic activities

and to facilitate an efficient
payments system, the 8100,
200, 8500 and 1000
banknotes were introduced in
December 1999, November
2000, April 2001 and October
2005, respectively.

KN

of 1880, which introduced Shillings and Pence as the 1912 to 1959: 1962: ? 1973: ? 1979: 1991: ? 2007-2014:
. .. . : ' : ' |7 : .
legal tender currency in British West Africa. @ s @ /‘\ ’ F;\ “ @ 4\
: : 1 : 1 1 :
1959: 1 1 1 .
o) 1968: o 1977: 4 1984: o 1999-2005:
o = The N2 coin was
E introduced, and
the 85,810,

It was not until July 1,1962, that
the currency was changed to
reflect the country’s republican
status. The banknotes which bore
The West African Currency Board (WACB)  the inscription, ‘FFDERA-”ON
issued banknotes and coins in Nigeria, Ghana, OF NIGERIA', now had,
Sierra Leone, and the Gambia. %rior to the ‘FEDERAL REPUBLIC OF
establishment of WACB, Nigeria had used NIGERIA', inscribed at the top.
various forms of money, inclufing cowries and
manillas.

Source: CBN Website
13

N20, M50, 8100
redesigned and
issued in polymer

| ]
am |
[V =
The major unit of currency
which used to be £1 ceased to

The One naira (1),
Five Naira (R5), and substrate.

exist, and the one Naira which Ten Naira (N10) notes The 50 Kobo
was equivalent to ten shillinFs were introduced on July and N1 were
became the major unit, while 2,1979. The engravings both coined.

the minor unit was called the at the back of the notes
Kobo, a hundred of which made  reflected various cultural
one Naira. aspects of the country.
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Example:
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The firat Bitcain
transaction was to buy
pizza for 10,000 Bitcoms.
Wirite LOUr answer in
this box here
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US - ol 133mm and was made by Lraing Prosidents are banned
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2 Gowprnment in 1998 the US corrency
celebrate mdependence

ond freedom
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ALL ABOUT MONREY

Use the clues to complete the crossword. Each clue is
related to money.

-
" Across

l. Tomake your moncy work for
VO, SAVE OF semrnrers (1)

2, Israeli currency. (6}

3. The first country [o use paper

moaneys | 5)

5. A form of cryptocurrency
Ghana's currency code, (3)

9. Russian currency. [ 5)

L1, British currency, (5)

13 Money you borrow, (4]

15. A country s money. (&)

18, South African currency. [+4)

22, The earliest method of trading.

L)

23, Jlapanese cuftency. (3)

5

4. Seteling a bill, (3)

Down

I, Money you earn by doing work.

(&)

4. Paper money 1= known as

bank A

5. Thal currency: (4)

6. Peso is the curmrency of

I

B, American curréncy. (&)

L0, A purchase. (3]

12, Currency spent in most pares af
Europee . (4]}

14, Medinm of exchange. (5)

l& Migerian currency. [ 5)

17, Chinese currency. (4)

19 A device for dispensing cash. {3)

2k YVictnamese Currcncy. |

21, Migeria’s apex bank. (3)




CHARTER ] SAVIMGS, INVERTMENTS &

ECCINC CONCERTR
Savings, Investing and
Economic Concepts For instance, if more
Imagine for a second that everyone spent all their money m - E:Ehkﬁ:l |=::j :ﬁ:lt&;
on food, drinks, clothes, holidays etc., with no one ever | individuals, businesses, and
saving or investing a portion. LY e k] organisations,

et
MR

’-'W-

When we save

We would all just or invest, we are If we have less people saving and
gﬁ bmlr.ﬂrl avery - basically investing, there might not be enough *
short period! : supporting  the money in the economy to support |}
w of money, those in need of it, thus further
from one impeding on development in the #_
sector to nation. _.__ﬁ ;
another, and 1= Sy
sustaining the i =
activities
required for an

economy to
function

adequately.




Some ways to earn MONEY ?

You do not need te be an adult to start earning money. It is never too early
to start earning money. Smart youngsters explore different viable options.

- L

,rnmlmhl-l

5 WNOTR ;
l SALE _w
-. | ]

rmm-;}r: g-:uq:pu
Allowanges This i can got &
A’#mm @ weakly ar monthly  part-teme job to
EREed  amogetroceived  esn odditionsl
m:"‘;’:" from your pararts,  money.
brrthday, or even

WA raal

Romemboer 1o be d-n:-.glintd with
hiove yau handle the money yau
receive. Always sk yourself thews
Ehres GUeEsIROnE and make a plan

It i not enpugh to have
maney, its sha important to
have a plan on how you will
spend your money whan you
get it. You need to learn about

hudgethg 50 YOu can prop- ,

all :
Hl‘f Ha a2 i 1. Should | spend the money?
Z. Should | save the maney?

l.ﬁuulhmtllumﬂlr?

Tito recaning a gift of W10,000
Fram her gunt for getting Shanidd ! sprewid, a

arn.‘né Oy STV, OF [RDEE INT L
Ao

vvbh ik -nE ChnsCes
rememiser?

A few questions that can guide her in making the right choice:

The ability to separate needs from

1.4 wiRd m B0 important step N

. managing the monay s hawe,

ptharwise, wa moy wend up

n - :ﬁending it an all the wrang thinps.
8

e cannat always pet evacything
we want immediately, however,

b thing off buying or pottin
B Are tharw iperma vhad B iyw theve fama |:.|-;-|:-i.a |;|-|||-|EI later :'n[hn;-'; grp-l [E
youl urgenthy need F:’"' eanput ol Lol he :F:r-l:-plmn of fl:I-El.l'llnE on
ind cannod da wth- o i later time - what & mesl imoortast nabt

oul = Mueds? Wants? : po i
maw - this v called Dllurﬂl

Gratificatinn

What should Tao do with the marey?
Mhtnlun'ltlfmﬂﬁthhm?w?
Understanding the difference between needs
and wants @ a0 important concept i maney

[ﬁf-] management. MEEDS are things critical for

survival such a food, housing,

Gestification is | - i
. : shelter ste, while WANTS refer to something
the ability to resist the which i1 nice to have, but not sssential
impulse to take an far survival.
immedute reward to

| g pust ponnlly e & mew penr-af Jeane. [ remember whan |
s '
abtain a more favourable ottended the FADG-Nest Semmer Comg, | lrami about

reward lator. various investment vehiches, fnsdeod of 1pending thu

oy, I griz iy A iRl il



kxercise
MNow that you know the difference
between MNEEDS and WANTS, imagine
you have been given M50,000, what
will you spend it on? Using the table
below, determine if what you want
to spend it on is a need or a want.

Needs Wants

Budgeting is the process of
creating a plan to spend
YOUr MoOncy.

14

Lli-nE_ a Ell.rrJErE helps YOU priomtise your
spending in arder of what is most important
to you. Most of the time, when you decide
ki 1.Fre11d money on one ibem, you may Fave

bo give up huylrl.g. another item.

Opportunity Cost is the cost of

.y an alternative that must be
E" J foregone to pursue a
certain action. It is essentially
what must be given up to obtain
something that is desired.

As wou continue Lo Barn more money, k14

Concept of SAVING

The

the

“Th Ant anid the

concept of r..'|'.'ir'E: can be lkened to

called

Fabla

Grasshoppar,”

popular  Aesops

this stary, the ant worked -d||||-;E|1I.|':,-'

all summer to put away i.'u'nnul',_;‘h foad for the
winter, while the frivolous Erp','il'l-:-de:lr chirped
and played, When winter came, the grasshopper
had ro food to esat and the ant, of course,
had :ur]:-|u‘| Iﬂl:ld:., Th‘ ant dn-nﬂ. et eat all te
food 1mm-udig|;..|r it savgs some for the future,

. Saving & essentially setting aside money not
' spent now, but for emergencies or a future

purchase. Some people save their money st
home, howaver, this is nat a Brhnl'. Wiy ho LA

+ because money leses valug over tima due to

Infiatizn. When money is saved in & bank, it
i lent to other pecple (borrowers) who need

, money, via # Losn The bank charges the

borrowers a Fee, in the form of interest,
of which & portion of this fee & paid to
you for storing your money in the bank

A s s e . e

E:J

L W W

Inflation is the steady increase

in the price of goods and services
over thme,

Types of BANK
ACCOUNTS

There are different types of accounts you
can open with a bank. The most bamec

ones are,

Current Accourt - This 5 a personal
bank account wsed for everyday spending.
"I"'m.l can dEFn-ul: and vathdraw mgney Bt
arry  fime u:l.il'lg an Agtomated leller
Machine [ATM), debit card or chegue
bk,

Savings Account - This = an interest-
bearing deposit account held at a bank that
pays interest. They are typicslly opened
to keep money that you dont intend
to wse for daly or regular expenses and
can be withdrawn at anytime

Fixed D'I'F-"il Account - This 5 like a
sawvings account, however it holds your
money for a fued peried, for instance
three Thia
provides indnaduals with a hi,Ehm' rate aof
interést than a regular savings account,
but you will have to commit to
KEEpINg your maney in the i
asceount urkl the g ﬂ
T
1

mﬂthl ar FDT ane  year,

maturity date to

avoid amy early

withdrawal penalties
24



CHAPTER I

Remember in the previous scenario, where
Tito decided to nvest her cash pift,
but what i she spent half of it and
saved half by keeping it at home!

L =t
8

™Y

Then a year [ater the following happens:
Tite: | have saved some money, se | can
buy the jeans | wanted last year.

- A

N

Tite: Ch na! The jeans now cost W5,500!

This & an example of inflation. The same
jeans which cost W5,000 last year now
costs W5,500, because Tite kept her
money at home, nstead of in an interest
I:mﬂu'lilltgI secount inoa bank. She ean Ao
longer buy the jeans with the money kept
at home, as it has lost some of its actual
purchasing value, though it is still W5,000.
Tito would have been better off depositing
her money i a bank o Im.lﬂl.ing it

INVESTING

This s the act of buying securitias such
as stocks, bonds, commodibes, amongst
others, with the expectation that yeur
investrmant will make money for you. Once
there is a good amount of money saved,
it is best to invest some of it, in order to
maximise your returns. You should only
invest meney which would not be needed
for emergencies or everyday expemies, as
investments  are  weally for  the
long-term and yield much maore interest/
returns than & savengs account. We

cover more of thia n the next chaptar.
/-\ |rru'u-ll:|l"*q:-nnd time
'.L‘ I‘.hu- ivestent

mt,-uhm-n.idm“'nnd
disadvantages and your risk appatite.

The difference between
Saﬂiﬂg and mﬂesimg

Lew risk H.|___"1er rink
Modorate F'::-'T:-nr-.al for
relurn = returmg
Ideal for ghort Idoal Faor lan
Larm E.\'..-:r term gaals

There is no right or wrong option when
deciding whether to save or invest
What you choose will depend on your
Fnancal goals, risk level, timeline and
wilingness to put your money away,
amongst other factors. Always remember
that money kept idle without any use
tends to lose its walue. Start making
ugnibcant contributions to the sconomy 4
by deciding to save and invest today!

More ECONOMIC
CONCEPTS

Economics is  how

individuals,
businesses, governments and countries

make choices about ways lo utilise

scarce resources o meet their needs.

i-.ur_'- 'mp-:-rl:.'l.n'l. borrrim

pre Goods and Services:

i R :'tunl:-m'l.-

® Goods are physical obyects bought and
add, ek & (. 5 '-rLlI.'"j. -L'"I:llhl:'.i. BLE.
B Services are actions that ane e raon
pays anather to do for them, such #s
paying a teacher for home |essons,

paying the barber to gat a haircut, etc

Tha eschanges al thes poods  and
sarvcok Eunn'ul:n tha Moy that
maves arcund the scomomy and 13
cccasignally affected by a fow factors,
such as, human resources, Efuiprmernt;
sceeiy 1o natursl redources, |'I‘"'ll.1rl'E!|-|.
athers. For there to be an E:d-:i‘::lﬂg:-. it

AGS, THVESTRENTS &

BODNOMWC OoNCERT
means one  personfparty & giving, and
the other per!nm"p-lrt:,.' 5 re:al'.'in,g. I
t-:urmmin. this = known as Supply and

DEMAND

’I/[Iﬂllﬁ SUPPLY and

The Supply of a preduct is simply how much
of the product s available for for purchase at
a givne price, and the Demand for & product
15 the quantity that people want to buy at &
E"ﬂ'ﬂ'ﬂ prece,

Supply end Demandisaneconamictheorythat
explans the relstionship between producers

and corsumaers of goods and services.

=

The intersctions and Supply
determine the M:tuql mirhln! prices and volume
of goods and services; and the perfect position
for both laws is described as market equilibrium
where all supply of poods is equal to its dermands.

L]



Factors affecting SUPPLY
AND DEMAND

Price

s the prices af ;_._ﬂn-'h and services rise, there
i+ & corresponding fall in demand. Howevar,
wihen tha pric &4 of necessiies #nd some i l".l"r
Hems increbse, i may not  necessanly
lead te o declhng in demand. On the other
|'|-'.|-':'|. the h.'Ehr'r thae prices arm sellers

Wil supply more  poods g sarvicey

Substitutes

These are goods with simalar Features in
competition with each other, expmples
i luda, d.lll:.-' products, such s Dano, Peak,
Tl".lee Cl DS B, ':'n the Luppiy iide, whan
o eubatriute products proce 15 cheapor,
other competitors may reduce ther prices,
thus, increasing the demand for the cheap
Ef i.'lln:il'.ll.h."l.". :'il:[El-""Jl.l'-'EI':.". e demand Tay

'!.|'||I I‘ :q:hrnF-rr.L*:r': CATVRGL 'EdIJI.':'!' 1|'|1!'-r F'IEE‘E

Tffhnﬂlﬂﬂ'
#Advancod  tachnn ogy enables firms o
reduce ther cost of producton, which

h.;ll:.-, Lo mprove supply -_-r'."'-,_-nzn.:-?-

=0

Seasons

The demand and supply of certain
poods  and services may be affected
by the seasony For Example, thars
germand

n.EI-” be an ncresse n

tor wmbrellas during the ramy season

Incame
[he hE‘lm-' the mcome of an mdiadual
the moee they may demand for part cular

oods and services
E

T-E.Et.!'!- and FIE‘FE remces

The deman or supply of goods and servces
depends an the taste and preference of
consumess i terms of  quality

guantity and value

TAXATION

faxation is essentially a primary source of revenue for most povernments,
used to help pay for public mfrastructure, health care, universities, wellare

4
the itafy, rEfuse collection, sports facihties armongil others,

Sources of tazation includs personal incoma tax, corperate tax, stamp duti=s, capital glir taw,
withholding tax, value-added tax, petraleum profit tax, ete.Taxation is ane of the primary ways

# Laowerament rases fundi, other methods include, printing maordey and |.'.|:I"li'.'|'l"'l|_3:.

In Nipena, tasation is applsed via two tiers of Government - Federal and State. Taxes paid to
the Federal are collected by the Federal Inland Revenue Sanvce (FIRS]

Ay the Stare level, there sre different apendres respontibie Tor collacting state tawet For

examgple, m |..1E:-'.. tanes are collectdd by the Lagos Intermal Revenue Servce (LIRS)




Figure It Out

Tasin needs your belp to fioure out what each
of these semtences mean. The pictures and
letters in each sentence once you can decipber
it would reveal a popular saving wbich bas
something fo do with savings or investments.

An example bas been done for you. = 1. Tie + M makes Time! M + Honey — H makes ‘Money' §
| 2. Put all the words together to form the phrase Time is

—

1 A/— NY s.aw-:-dis.a/-—h‘l‘r’ + NED 3. M?B — H does Fﬁ,ﬂgr{}wunB--anﬂ
does grow on
A saved is a _— ——
5o 4, Do S8= put ‘;\ — B your .. in 1 ﬁ%“
L1 : ‘-"||-'-5'-
2. Do ‘=& save W + é is left ‘ J -H- L+ TER spending,
| Do put your in
Do save is left spending,
—
but S\ru W+ & is Ieﬁ:‘ » H-L+TER saving, 5. Never spend your M + E-H B4 U = un
but is left saving. Never spend your it.
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INFRROCLICTIDR 10 THE
Fiotun WAL MABEET

What is a Financial System?

fnancial market 05 a market which
4Tz A  wade ranpe af pr oducts. sold  at
FINANCIAL W 5 | fifferent s, with buyers and sellers
INSTRUMENTS -./V': ‘:'1!' constantly negotiating to get the best prices,
i !
,' Chares Commoditiss Baels . -
. ’ : S “
i A hrancial systam i a close connection of hnancial entites m the \.‘.
E economic eco-system, comprising of financial markats, financial i.‘
£ intermediaries, and financial instruments (also called products or 4
1 sEcurities). ’ o L
l" It sure sounds similar to the

INYESTMENT
BamMES

E 1 I
SRS regular market, doesn't it The

. HAHES 6 1AL @ _ mamn difference s that, instead of
ASLET FINARC h-U'-.-'ing and 'i-elling regulir day to

MAHALCEMEHNT § MARKETS \ ] )
FiRis ’ a day items, in & financial market,

FEHSIOH FLUsD
a you buy and sell shares, bonds,

H.LHIHI 1.3[“"&
- .a 0 treasury  bills, amongst others”

INTEREST o« PROFIT

The financial vystem involves the channeling of funds from entities such as Lender/Savers,
ve. househalds, businestes, formgn investors, etc, who have surplus funds to
Borrower/Spenders, such as corporations, entrepreneurs, goverments, etc. who
require  funds, prowding & platform o rase and  allocate  Finance.
a3




CHAPTER 3 IBTREDLCTRON TIR THE

. o TINT AN _ i FINANCIAL MAREET
Functions ot a FINANCIAI MARKET I:}'Pﬂ quinancial Mailots

Dami: The financial market has several -
functions and the easiest way to There are different types of markets,
I'rice Determination remember its functions is with they ihl:ludr Equft‘y.ﬁ Fixed Income,,
Provide alacied PRLLL Commodities, Foreign Exchange,

Derivatives Markets, and much

, more. These markets fall into one
I.Indinlﬁﬂnmmng of - twa hﬂd ﬂmﬂ“ﬁﬂu WH
Market or Maney Market.

by which pricas
are set for newly saved
financial assets and for
ewsting  stock  of
hrizncial assats,

sk Transfer

Allow  the tramsfer of
resk from one party to
sniother Far a payment.

Financul markets
permit the transfer
of  funds (purchasing
power) from
one sgent to
another for  osther

ot ! investrment or

or IaEtancd, miurance

:Dmp.]niglﬁ :ﬂlm tﬂﬁﬁmpilﬂﬁ PUFP&E-EL

premimums From . [ iquidity (Mﬂfﬂfﬁ'ﬂf

individuals and Financial markeks e

companies to  provide Bl ovestier asily This is a market where buyers and sellers engage

INBLFAMGD COWET.

I Infarmatian Coordination

in the trade of medium to |1:rrtg-term securities,
such as stocks and bonds, with tenors usually over

aell  their  Praneal

Assetalsecuritins,

" converting them ~ one year,
They serve a1 collection *5b caalt.
pamts far
infarmation on & b 3
hnancial asset walues® and —
the flow of funds From
lendiers ta borrowers, J'.I'.Iﬂﬂl'_]’ JLI'?'.{'I.“.I“

This is @ market for short-term hurrnwing,

F'e-:nple have traded in financial markets for hundreds of years, which grew out of a |Ending and investments. In this market,

convenient need to help companies that needed money raise it quickly, This trading

activity can be done bilaterally or on a securities exchange, like FMDOQ) Securities ﬁhc‘“"“"':"' securities, such as treasury bills,
Exchange Limited. commercial papers, repurchase agreements,

hu:,hers and sellers engage in the trade of

amongst others,



“HABRTER 3

The financial market can also be categorised into Primary and Secondary
M..rk-n.

FINAMCIAL
M.H.HKETE

PRIMARY

ECONDARY
MARKET SQDH

MARKET

The Primary Market refers to the new
issues market, where new securibies are
offered to investors for the first time, This
market offersinvestors the opportunityto
buy securities directly from the company
or institution issuing the securities.

o ¢

N T ROSCHHC TT S T THE

FIRARMITIAL MADKET

Who are Financial Market Partici pants?

The financial market mvolves a wide range of actraties with indreiduals and urﬂ.‘lnn.u'l:in:hn:
performing various functions to ensure that the market functions appropriately. Seme
financial market participants inchude:

Thewe sre businetses oo

Theae are hramcisl watibubem that it packoge the weeusties ond

ISR

IO s then spanwor the maussce of thess ssouritel, for the wwer i be

bl On G0 aEchr o

These are individush or orpanissiions that inwest in various securntie in
;
I"l VESTIL }R‘l F5E 1SR sl marnEl, fitenm | EG make C R -1 |awestars could #i 1 Ht

s (B imwrance comgpanies, banky ete) ar

urtbsusmsuch
'-""'- T -,1|.‘.":_|

?.:ﬂ,__.h.na;.,.-l_n.lgﬁ_i-. 'I-.'.IE.n'lF_.:rll..l..-l |:|,-.|,-:+\.-r'-u| i

- e - il

-;1--‘-3. ; ,-.~."._ ey

They are the hoanesal market police The Secunties and Exchange
Commasan momtar  the caprial macket, while the Geniral Bark

REGLULATORS al N:plm.l i% feipasilde foe .l-;l“ul.l-.u": wid inansbEiig L hruiscial
witem,  Cther  repuelstors  such o the  MNatomal  Person
'|.:-.|_-|I-':r'ln-"|'|.|-:'||‘|I and  Mazmmal  Inderasoe ':i_".lhrlhﬂ.i:lr'i qul_,l;le (R
penon and maKrance sector regect vy

TI:i'.';.- drm I'r;:ll.-rled arvd bt it c-lu‘l"'-.-rln:-r-'l. that hinve dire<t accds ta
markery, They == irtermadiane 1a faclitare the !'n-..-l.-lr'.u e nallng

’ '}Fo AROKE
L

of securitars betmien tmo parfse
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Financial Market Infrastructures als
A

: London —
What are they? %ﬁ Stock I?_::{{:haﬂge ' FMDQ

s (FMls) are critica
Exomples of some FMIs mclede, London Stock Exchange Group in the UK ond
FMDQ Group in Migerio, which is Africa’s first verticolly integrated financral market

.-nf.rn:rru:fu.'r: group, p-cl'.-'|u'|n5| end to end services in the Il:lnnnr.ml morket, such oz

suntry's financial sys
the trading,

g o Ffr al

Registration,
Listi ngs & Risk
Quotation ’ Management

‘lﬂl Private Market
Service(s)

FMIs can be categorised as follows:

r"' Trode EEPd-ﬂ-tn.rl-E‘.'i '
. e il

TI'IE"' Pr:u.-'-de & genbrslaed ::h|a|‘||:|rrr| far the 'Ihr:,' act az a i:nun‘rnrp.'prr'?- ta bath sellers and

Central Ca ua'lf-l‘!.lll'.'ll'.'ln"t.;fl “:EP_]

collection, storage and dusemination of data  buyers, meaning, they position themselves
to individuals, prvate and public financial between the buyer and seller, becoming the
institutions, -market regutators  etc, to buyer to every seller and the seller to every
prowide transgarency i the financial markst, |.'1-u!|.':-r. covering any FI.'I1EI'II‘I|'|| lozzes that

i:]!as'ing & ..-.-""f

_— '-HJ
Settlement II, - @f Ve Data and
et 1|1'Fu-lr|utiun Services

;.'-arhl:u':lrl'r m the ':”':: dervatives market Ay SLolr due to |'_|‘E'Fﬂ:l_||| ‘In:-m ong p;rr}r

o Securities Settlement

Systems
Ihewe afm  systems  thet
permit a security to be
tramsferred and settled sither

L":,-' Dr|i'rur!r wi Plrml.-nt -1 .

where delwery of the
security occurs only when
payment 15 made, or Delivery
w3 Free - where delivery of the

without

®

SECUrTY fo mmlig

payrnant,

L'-r‘;\{- , 1:t'r'|I!|-|:|JI

r',' . ecurities Depositories
-
-~

L8 rELEEFu fig

services  For some Pnancial

They provid
- E':r' l'.l e

assets and secunbies i the
financial market. They hold
securities either m physical or
electromic forms ERSLrng the
inl;r'-Er-'t':,.'n}rhpnn:qnurir:ni_and
so that ownership can be easily
and seamlessly transferred.

-F{F]-' maent S}"FTE'FI"I-E

Tr'-n:*:.-' are a set of instruments, procedures and rules
for the transfer of funds between parties, with defined
trans&cthon.,

terms ard conditions far the

Depw'larr
Services

' Services

FMDQ Group provides these services
through ity whuﬂ}' ownied 'I-I.'I-hl-lllll'll:!r

® FMDOQ Securities Exchange Limited

(FMDQ Exchangel
B FMDG Clear Limited
15 B FMDQ Depository Limited and
T | FMDQPaieMadkes limied
S

giliaaRipiEs
TICTAALE I



ZIG ZAG WORDS

Twenty six (26) words celated to Anancial market are hidden in & zig-zag

pattern. Can you find all twenty six (26)? Once you found them, the
remaining letters will spell out an interesting fact abour FMD(Q,

Assers
Bondholders
Bonds

Buying
Commodities
Coupon rate
Dividend

Equities

Face valuc
Funds
Investment
Investors
Liquidity
Marker
Maturity dare
Principal

Rerurn

Risk

Securities
Selling
Shareholder
Shares

Stock exchange
Treasury bills

Look left, right, up, down but NOT diagonally to find the hidden word

s
|
c
0
M
M
o
D
|
E
s
T
o
R
M

o APk R <€~ ZP—=<=< 3JEI
-

EE2 -0 EZ-DO- T C D -

A
[ =

REHHPR I NCODL
A SOGSPCLIC I
S T LDEROSPTWV|I
S EERT I UG ALIAE
| D[] |1 T NP ONRAT
VEIT T REGBEBI|LILIS
E &Y D EF(] YN A
S TI BASURAL B
EMAANRMKESE u
| EINT K ST O C L

O NDHONTFRIKLF|U
TREDLMHICXEI I RR
ESCTRAREGNGDO
ERI RENGEWULA|T
TGS SUROUMATU

Write the answer to the clue here.

FMDQ

Africa’s

m
2

A == 0O = = 00 mnroim
T M= 6= MmMmM3-OZEZT M

Z 0 omom = O=<m=—==—=©8K&

@ a2 >FIIZ PpPr-rcCcmxi-—0

G Mm-S S h B8 — d =M @& ™ 8 —

(FMI)

The first Financial Market

Infrastructure {FMI) group in Africa.
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IFRES O FINANCIAL PRODLECTS

Types of Financial Products

In the previous chapter, we learnt about the different
types of financial - markets, players in
the financial market and financial market
infrastructures. In this chapter, we will examine
financial market instruments as investment
vebicles  for  potentially  growing  wealth.



"Financial Market Products
and How They Work

. o
o A
b e
S i

. I'..f.[ll ities d “If you purchase o share of o

’ Equitiea glso kmown as shares or stocks, : company, you are \‘_"H»Entr':l”;.r bulfing a
: are a type ot investment that .E:-'.:'EE. you : Pl-!ﬂ‘ ﬁf the company, and that makes
* @ piece of cwnership in a company. 3 you o Ehnrcﬁul'ddr e

a K
j«_._ﬁﬂi-‘

Why and How do Companies issue Stocks?

Peaple like you and | may decide to
L2 investin g company bo increose wealth, in
ast, a COMParty IS5ues share
lorge amounts r:ff.r:lru.-:n.' [ fl.-.-:n dulrlrr'a.-'r'ar':r
projects thot should

ultimately lead to the grawth of the

company and create o return for

investars.

Lave o @ games arcade called Garmers B Fan, which
w fury place to hang et snd ploy vasicun types of games
Garrars M Fun launichad Fem yeaes ago snd has become
highly successfid snd profitable;

0
=

The comigany is esrrently Funded

uning parsonal funds of Lere, the
Fourder, stiersp Inands apd {lrlul:,'.

*I want to ewporid the
Gamen N Fun outlet acrass e
the cocintry. PR 3E

i_a

They diszuss, rumber of vhare
Thi mpans vha ol be shie 0 maus sharey of  bo moos, percantage ummhip
Gamers N Fun o the public, 1s sttreet the. of Gamen N Fun 8 joe up,
marwry requirad ta fund iks eipension sharw price amongst athor. .

Al this s necessary for Gamaers N Fun to be able to go public through the mausnce of an Inital
Public Offering (IPCY), which i the very first time 1 private campany offars shares to the public.

The PO officully lunches Gamers
N Fun to the public market, turning it
fram a provate company into & pullic
g, whers armyone or comgary Thil
believes in the compamy’s prospects p—— .
can purchase shares in the compsin; W e ;

making them shareholders with partial
penership in the EOmgEny.

5'1#-:. s I.'rpllrl":,r walatile !I'tl.ﬂ‘illﬂ,. FLY di!’r'mnl: Factnrs iI'rHu-hcl' them. 5u:|‘1
factory nclude rews rekeanes on sarnings and profit, futum estimated earnings,

; mtroduction of pew products, an sancuncement of dividends, lesderdhip

= o\ changes, employes layoffs, scandsh, poltical imtshiity, amongst others.
i .ﬁ; = Al



HiEhE' Returns If a company performs well, you

can enjoy a good return on your

investment and see the velue af
'T your shares ree.

Inceme from
Dividends

Dividends are also paid to
investors by many
wiell-egtablished campanies, which
increases aone s overall return on
invastment.

You can invest m a few stocks
across different industries, sectors,
countries, which give you exposure
to growth opportunities and help
diverufy your risk,

TYPES OF FINANCIAL PRICIDUICTS

DOWNSIDE to Investing in Shares

akes Time
Growing  waalth  through
investing  in stocks i
achievable, but it generally takes
a8 long time, sometimes
decades, not weeks or months,

Increased Velatility

Share prices are susceptible to
irerEaded velatility [-ri-.l.inﬂ and
+'=||ing] due to a heightened

sensitivity to good or bad news.

Mo Guaranteed Return

When a company is esperiencing
financial difficulties, the price of
the stock can dm:linl; rlFi'-dl".r. whach
can bead to a significant loss of
investment, especially if  you
are unable ta sell off the chares

Time Cn:muming

Investment

IF buying stocks on your own, you
will need to perform ressarch
on each company, to ascertain
how prn'Frul:h you think it will be
before you buy its stock, Even after
you fnd a stock to

you sl Frgfitar
meverment of the stock's price.




CHA&FTER &

BONDS

* A bond is a fixed income instrument or debt instrument representing a
loan made by an investor to an entity. The bond ssued is typically used
te rarse finance for various reasons, such as the construction of a bridge,
to pay for vital services, expand business operations, fund large projects,

- amongst others,

TYPES OF BONDS
Bonds can be categorised according to issuer type, tenor and structure,

Bond Issuers

Sovereign

These are issued by the Government of a gven country and used
hmhﬂhwwmmdh@h&h
Sub-national

A state povernment issues a bond to support financing for
Ewwnwpﬁﬁqmmnﬂin

Supﬁnmﬁnmi

These are issued by multinational entities to
promote economic development for member
nations.

Corporate
Businesses or corporations issue these to raise funds for
amangst others.
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Bonds can be structured in the Fu”u:nwmg ways:

The tenor of a bond is uswally aligned with the length of time required
L 1=} 1

to complete the project,

Shwt Trrm Eﬂﬂdi

These are Bonds ssued far tenors typcally between one and
thirme yoars .

Medium Term Bonds

These are ssued For tenors between three and ten years

Thoy are sl known s intermediate-term bords

l.';”'lg }'lrrm Eﬂﬂd'i

These are bonds that are issued for tenors abave ten years

tructure

X 51 Euroband: These are bonds wssued by governments and companies
1 r\ in am offshere market i currences other than the

governmen thssuers domestic CUrrency.

the enwironment or for projects with clmate benshts,

g{g Green Bond: These are bonds ssued to fund projects that positively impact
- ‘:"\-.! J..
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\' Social Bond: These are bonds  issued to  hnance  propects
with positive socal impaet.

These bonds are ssued to raise capetal from impact investors
to finance manine and ocean-basad projects.

These bonds are structured and msued to finance a specific
project and the bonds proceeds are paid exclusively from
e cash Huw ﬂe—ntr{ﬂ:ud h':.r that pm_im:l.

51.ru:l.ur|:«|:| T nnmp'iaﬁcu with  lslarmue  “Shanahk™ law,

prohibiting interest payments on the borrowed funds.
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CHABTER 4 /& How It Works

If a eompany needs te rame money to expand
its business operations, rather than geing to ot 0o expond ond grow
a bank for a loan, it could msue a bond, which and | need more money to
iﬁdﬂﬂhghﬂmﬂfﬂ)ﬂumlhﬁ. :
a8 an investor, you are lending money to the
company [the heuerfborrower). The issuer
prommes to pay a specihc mterest in return
far the money borowed, known as coupon, at
defined periods, usually twice a year. Like
lnans, the mwuer s expected to pay back
the full smount borrowed, also  known
| a5 the bond’s face value, at matunty.

ll

m‘t He l"rH Segun: You can invest in Sophie's bce Croam
D,EICICI MH'HH" Lounge Limited; they are looking to rame hnance
I\'ﬂ want o EI'PF h"l == o expand their operations acrom Migena, They
"""'H'".'lII " & — ? have poit issued o M50 Millicn Bond, promsing
htﬂﬂ'llilﬂlﬂ-l‘l he ME : to pay back the F-n-ﬂ-:lp.:l n5 YORrE, wihalp
Eh lﬂ:rﬂ'l"l'ﬂt F._" II'I. a nn!:l'-nr-"-H an arnual coupon rate of 5%
mnm ll‘ll‘l'rmh i .m urwj
s higher LnturHt lnd B | will invest all of m
receive income regularly. , M100,000 in this band” ™

':|[i-|_|hrr| wnll fEfargs H 1 E-Dr'
avary  YEar for the next fue
yoars

Ay the Bond matures in
PRR 5, SEEphEN reCRivER fa

‘11L.l"" J300 principal and *'E
last  coupon payment of
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TYPES OF FINAMNTIAL PRODLUIC

Benefits of Investing In Bonds

Less risky compared to stocks
In the event that & company goes bust,
bondholders are paid first over sharehalders.

Investment returns are fieed

You have clarity on how much your returns
J will be, as are entitled to recerve a

fixed rate of interest and your principal is
_ returned when the bond matures,

Less volatile
Bond walues fluctuates according to  the current interest and  inflation
rates, but they are generally mare stable compared to shares.

Bonds have cleor ratings o
Unlke shares, bonds-are rated by credit rating agencies - \
which provide investors with incressed confidence when l
selecting a particular bond. Howaver, you must always '

Earry out your Fl:'mr:h_iwddmdﬂ'gen:u_hufmehmﬁm!.

Dowmnside to |n1't‘:iliﬂg in Bonds

Direct Exposure to Interest Rate Risk
Bondholders are esposed to interest rate risk, which is the risk that
interest rates in the financial market will rise above what they are
receiving in coupon Fnym!n'l.l, thus leading to the bond Fnuntlull:.r
suffering  market  price  losses, 83 bond  prices  rise
when rates fall and fall when rates rse.

Direct Exposure to Credit Risk

Bondholders are also exposed o credit nisk, which means that issuers
could default (fail to pay) on their interest and principal repayment
commitments if they run into cash-flow problems or go bankrupt.



TREASURY BILLS

Treasury Bills (T.bills) are short-term debt
securities issued 1:1':,-' the Federal Governmaent
to: raise short-term funds frem (private
individuals, institutional investors, ete.). When
an investor buys a T.hill, they are essentially
lending money to the Government. Tbills
typically mature in one year or less, and are
issued for tenors of 91 days, 182 days, and
364 days.

willing ta p
; CBM will anly
¢ manmum rate the CHM

white - any amount guoted abowe the stop rate

In the Sanf_'l:.-ﬂd.!u"r market, however, T.hills ean be Iu-'_'_-ﬁh‘. and sold BHErY bBusmELs 5u':,-' fram

existing Lbills holders
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TYPES OF FINANIIIAL SRODUCTS

How do Treasury Bills Work?
Cne of the distinct features of Thills is that the Government does not make -I'EEI.IlI

interest payments to the Thills holder, like bonds for instance, rather, the bill are sold
a price below face value, i.e., sold at a discount, with interest paid to the investor upfront,

essentially the ml,,rday the mvestment commences.

Let s go throngh um example to wuderstand bow it works,

:’leu has W00, 000 and wants ta

| invest in 364 -day T.kdll, which

! promises o pay a rate of 10% per

| annum. Theamount she payson thaday

§ of tha investmant will be W%0,000,
Hu-ﬂe-.ler. at m:l'.u'l'.:,- [when 364 ;]-:l:.-':
elapues) she will get back 100,000

(B ¥ This amount is referred to.as the face §

vilue, while the inrtis] westment n
_re-l"qr'ed to a5 the dacounted value,

e The Gaiden Rufe for

buying T.talfs i to buy high

and self low re., buy ot o

high discoont, ond sell ot o
" low discownt.

Treasury Bills

Benchis wo Investing in : --'“"’-Il_i Downsides to Investing in
Treasury Bills

Low risk
Thalls are one of the safest invéstments as they am
backed by the full faith of the Federal Government.

Tax-Free

Intersst  receved from  Thills  iestirments  are
l'}l'Fiﬂ":Y tl.t-l“.mFL

High Uq'vl.ll'ﬂl'l.‘r

Thulls are typically very hguid securities and thus can
be  converted to  cash  wery  quickly.

Little Investment requi
1114.-_,! offer @ low minimum  indestment  amaunt
making it assy for anyone to  purchase it

Lower returns
Thills offer lﬂw refwrns ﬂ:l'nplrm:’ to
many other forms of investments.

Interest rate risk

Tbilk ato have. high-interest rate ik
caned h':,r factors such = monetary
policies and can become less attractive
if irlereil rates w the Rranesl markets
are rsing.




CHAPTER 4

FMDQ Exchange is currently the only
exchange where commercial papersare
registered,quotedandtradedinNigeria.

COMMERCIAL PAPERS

270 days I

Commercial Papers (CPs) are short-term debt financing
securities with a maximum tenor of 270 days, issued by
institutions to meet short-term debt obligations.
They are also typically issued at a discount like T.bills.
They are commonly issued by large companies
with  high credit ratings, and are classified
as unsecured debt because they are not usually backed
by any form of collateral. As a result, only firms with
high-quality debt ratings will easily find buyers without of -
feringasubstantial discount to theissuer for the debtissue,
or securing the CP with a guarantee from another com-
pany with high credit rating or a bank, i.e. Guaranteed CP.

Features of COMMERCIAL PAPERS

B CPs are short-term money market instrument with fixed
maturity dates

B A financial institution, such as an investment bank, acts as an agent
for a CP issue, arranging and selling the paper to investors.

B They are similar to T.bills because they are issued at a discount,
but can also be issued in interest-bearing form

B An investor could decide to pay 8#980,000 today for a 90-day
CP at 8%, receiving 81 million (face value) in the future or could
choose to invest #1 million today to receive a capitalised return
at maturity above the investment amount, of #1.02 million
(1,000,000 x 8% x 90/365 days)

B At maturity, the CP issuer pays the amount due to the holder of
the CP

TYPES OF FINANCIAL PRODUCTS

Advantages of COMMERCIAL
PAPERS

Competitive Returns
CPs  offer competitive returns compared
to other fixed income investment options.

i Tax-Free
i Financial returns on CPs are tax-free.
-3 Cheaper Source of Short-Term Financing
For the issuer, CPs are a cheaper
source of short-term financing
when compared to a bank loan.

Downside to
COMMERCIAL
PAPERS

Screens Out Smaller Companies

CPs are typically issued by large corporations, as they are able to issue such an instrument
without collateral backing. Small organisations on the other hand, may struggle to issue a
CP, as investors may perceive the small company as having higher credit risk - the
likelihood that a borrower is unable to repay the loan.
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COMMODITIES

Commodities refer to basic
Ennd:r. or raw materals that can
be bought or sold in a financial
market, 9]
}':}'PEI qf COMMODITIES
Commeodities can be Hard or Soft,

Historically, commodities
were fraded physically,
whereas foday, most

commedity trading takes
place online, They frade
via the Exchange

Soft Commodrd B COASE

TriCLie |:|_E'J::|'| S50 [ ‘H'-ll . COrrn dm |]

Erl: re“

b ol Bins | and coal

These are some of the most popular commodities that are bought and sold every ﬂir. i tha
ph':,.l;i-i;ll markat and m the hnancial market. Thewe commodities are Il.'l-ﬂ’l'lﬁ.l“"l' huillfmg blocks of a

global sconomy,
How does the BUYING and SELLING of Commodities work?

1. SPOT MARKET
This is the buying and selling of commodities based on immediate payment and delivery,

conducted mosthy over the counter,
SPOT TRADE

Sa ity aprood
M15,000

for the cow,

f'ln_'.-.' -‘-'.ur_l:l1 if
T Comw .

They negotiste back and forth, Eventually, Mirian hands |

515,000 to Abdul,
The I:rading ol commodites can be traced Far back to when Farmers started COeErging
in Ph:r'm:qJ locatmons to sxchange their a-ﬂnl;uirturd En-nds fer cash from buyers, Pnces were
agreed and cash was given in return on the spot . This mede of trading can be referred to as
Spot Trading in the hnancisl market - which s the mmediate ekchange of cash For assete

TYPES OF FINANCIAL FRTDUCTS

2. FORWARDS MARKET

Thes i tha market for the |:||..r:|rinE and :.lulll.n.E of cormmoadities at an dﬂﬁuﬂd price for future :le-!i-mr"r
at a future date, Here, thare is a direct obligation to betwean the buyer and seller to eschange
guudt fu:' Fu}n‘nenl‘. at a future date.

FUFRS A KIS

Asides from the spot trading, the same farmars, soon began to
trade their sxpected harvest fram their farm for delvery in
the future, Thes mode of Hldma
agreement made between the buyer and seller to deliver a spe-
cific commadity, at an agreed price, ot & future date, Herce the
forward contract, a5 it was foreard in time,

wtibses a Forward Contract -an

Mirian meets with Abdul an
hes farmy, not the market

The cow { gotn .||:ln|.lr.|rr
|[.-r|;||:|u|:1'|. a lot of '11-|:I:|1-.-
calves and milk. | would
ike more cows ke thot

That is great ta hear,
Lk |_|'r.lrh..'r:|r.'|!f.-|_:,r [ would not have Y
moture cows untll December,

Yei, thra o
# frne.

By agreeing to a price ahead of time through forward contracts, both tha farmer and the
hll-'}'ﬂ.'rﬂlil'l-ld protection against price changes. Here, prices are set based on demand and
supply interaction between a willing buyer and a willing sefler.

3. FUTURES MARKET

I the financial market, the most commaon way to trade commoditses. i to I:-lqr and sell Futures
contrects, which is ssmilar to s forward contract, howaver this time around, they are traded on an
Exchange Hers, commadity futures contrects ind 10ld on an Exchangs are all the same,
delvery s alvo at & future date, however only the price & negotiable.

Some Commodity Exchanges include African Mercantile Exchange (AfMX) in Kenys, Chicago
Board of Trade (CBOT) in the US, London Commadity Exchange (LCE) in the UK and Nigerian
Commedity Exchangs (MCX) in Migenia. Most of the buyers of futures contracts are not end-users
of the cammiodities, but rather, Speculators, who simply trade to profit from price movements,
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Bfﬁﬁﬁfj of
INVESTING IN COMMODITIES

Diversification ; Inflation Hedge Potential for Higher

r:-fll'll"l"i-:.'ll:lll':.'r,'fli.'cs tend b . Ay inflaten s bad news For . elurns

Tk arud fall at | regulas ivestrneEnts, | Commoditiesr are conuidernd
different tmes and retes | commodity pricea  wually i high-rak  isvestments and
P Eo up |'_|lu||r|E I"ﬁl" -r.t'-l.j|_|-;-|-|; therefore create oppartunity
I penods. rvsatrments ] for hagh perbisrrma,
wich can |'|E||:- offast this : commoditieg pffery a :

negative returny on other i h edpe  agmnat inflation, |

piaet claises within  an : The higher the risk, the
Investment _pnrl:lll:l-'u.'l. '_ . th"b‘! the reward

from other shvesbments
such as shares ar bonds,

Drawbacks to
INVESTING IN COMMODITIES

Price Volatilit

As wpply and demand are sometimes dependent on factors that are
unpredictable or that cannol be controlled, such as bad weather
conditisns, regulabary polices, geopolitical risks,  ebe
these can cause wvolatiity m the commodibes market

Exposure during economic slowdown
ommadities are closely correlated to global
economic  growth and may fall sharply in value duning global
geconomae dlowdownd  due  to lower glnb.nl' dermand.

5%
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Mautusl Funds can be broadly categorised based on the type of asset class they invest in.
These include:

Types of FUND

EQUITY FUNMDS o
These funds invest primarily in the shares of companies. il ‘_d____;':'
BOND/FIXED INCOME FUNDS

These invest mainly in fixed income instruments such as, povernment #

or corporate bonds.

MOHNEY-MARKET FUNDS :
Thess funds mvest in shart -term .r.:enuritie':\_H such as treasury bills, o g

commarcial papers or certibicates of deposit. * - ==
L sl=

MULTI-ASSET MUTUAL FUNDS
These invest in a diverse spectrum of asset classes, such as equities,

bonds and money -market instruments, thus gnang the investor diverse exposures based on
the broad range of securities invested in.

Classification of FUNDS

. ﬂptn-mdrd Clased-ended

These are funds  that siue an  unlimived These are. funds which ssue 3 huwed number

number of units to inveitors. Hare, the units ¢ oF uriby toinvestors. Here, the fund marllﬁlr
nswed by tha fund manapger are not fied and | determines the amount of capital ired for
additional wnity of I.'h;.%uﬂd can be imiued © the fund and the resulting wnits to be issued
5 investars put mare copitsl into the fund, © to ivestors who  peol/provide capdal for

* rwestmant in the fund, o
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How do MUTUAL FUNDS work?

migking

g a

Fn'n'i:: ssional fund man ager

Chika only has to
mnh_ one purchase
to gain exposure to
all these securities.
Once Chika invests
i the Mutual Fund,

Chika's money = then pooled in
along-s:de other investors with similar
ISt et gmh_Theprnf!::im1 Fund i

Manager invests the pool of funds in  she will be gven a proporticnate number
various stocks, bonds, amongst others, of the fund wmits, which represents the
to spread the rsk, all in one package, money she has invested in the fund

Benefits gamed from INVESTING IN Murual Funds

Diversihcation

By mimng wvarious vestrments
within & portfohe, dwersification
minimises the effect one single
secunty or & class of securibes
can have on the overall portfalo.
As mutusl funds hold securities
from multiple nsuers, companies,
industries, mvestors may not mind
if one class of securities does not
performwell the better performing
securtier will balance I'}Tfng: ouf.

“Drni’t et all yivsi
e i ume haakei

Prefessional
Management

Many investors do not have the
roquired  fnancial  knowledge
orknow-howtoressarch, snalyse

g micromanage their
ivemstmant portfolo. It 1w for
this reason that people invest in

Mutual Funds, so all the work &
dane for you by a professional
asset  manager, tﬁwgh you

pay a foa,

.lnﬂnr:llhﬂitr

Cipve can i|'| -m'l.rllll:ini e}
mutual funds with as bttle as
M5,000, ding on tha
nature af fu while
others have a minemum
requiremant of MI00,000
or  esyvan MN1000,000,

i

YRES OF FeNAMCIAL PRODUCTS

Downside to investing in
MUTUAL FUNDS

Y

Investment Risk

With Mutwal Fundi, thave ns posshdity
that the value of your ponfoha may
reduce, 1% differmnt fundy come with a
vl of mak. For initance, stogk Funds
carry more rak than band funds dusio
the volatdn nature of stacks. Smlarky,
band Furdh midy have more ik than
monay market funds, s thers m soma
r_'|'E|_1:| vith ifvelesd walh |r|l|rﬂ.|‘_|hg 1
L'-I:IH"-F.II'II!I.

The emtical

ETFs

What is the' ™ |

DIFFERENCE

1

Professional Fees
.".l'l.u',u.-| I"..:nﬂ': can atiraect
FliE_I"- prnﬁ:ﬁln mal  Fesd
which can eat into youl

INVeERTimEnt relurn

difference

betwean Mutual
that ETFs are listed om an uﬂhangr_ hanca
the name Exchange-Traded Funds, which means that
they can be bought and sold ke shares throughout
the trading day, at prices that are driven by supply and demand,
Whenever an investor purchases an ETF, he or she i investing
“ in the perfermance of an underlying bundle of securibies,

usually those representing a particular ndex or sector
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TI'vpes of ETFs

Stock or Equity ETFs

Thess are made up of shares
from warmouL  companies.
While they are less risky
tharn indisdual stocks, as

Currency ETFs

These  help gaan
EapALIre to the boreign exchange
market without directly trading
eomples  transsctions such as

rvestors

they track different sectars futures. Theysometimesalsotrack
industries, and regions, H‘le;; siternatsonal currences such as
R it L e RS the US Doallar, British Paund,
hand funds, for instance. ebe, prang investors sccess to
mul‘l‘.lph ﬁ:-r:ign CUTTERAC IS
Bond ETFs
Sector ETFy

Thews lmd-u:ignu-d'tn ra
exposure  to '-'irtl.ulrf any

Band  available, includng = :
government, state, -
I'-anr-ltl. atc,

These provade a way to nvest
in speeific companses within
g particular sector, such s
the technology, ol and gas
or pharmaceutical sectars

Commadity ETFs Markst ETFs

These provide an alternative ?II,*:':,:]J;}HH!: Desigred to track a specific
way to  track  the index bke the S&P 500 or
performance af Diow Jones Industrisl Average,
:nzmndil;ul i:!:lh :: FTSE 100, smongat others.
akl, whesk, il

How it WORKS

Tayo is a hnancial market enthusiast whose dad works
in the Ainancial market and is always talking about the
benefits of investing, He recently turmed sixteen and
received M20,000 ss a birthday present from his uncle.
He decides that instead of sperrding the money on
new shoes, he would like to invest the money in
ETFs, to gain exposure to different secunities.

A

S0, his dad puts him in touch with an -
: exchange, like the FMDL) Exchange, similar
bunch of securities, from stocks, bonds, |
and |

asset manager, who hat slready purchased a

commodities, amongst others

EYPESCF FINAKCIAL PROCLICTS

| .

Thl-u thares of the ETF are then lnted on an

to how a company s shares are listed on an
Exchange. IF the assets in the fund gain in

owns the underlying assets, The asset

treats the fund as & company
and selly shares in the fund to different :
mvestars, such as Tayo. ;

: value, then the ETF share will go up and
- vice versa, If Tayo invests his ®20,000 n
this fund, he becomes a sharsholder who
owns a portion of the ETF, though he will

- et own the underlysng assets in the fund.

Advantages

AR

! L1

Diversiheation

to ivmiﬁa thesr investmants E'.ry pmviding
scoess toawide variet}r of sectors and indices

r.hrinugh a 'iln.gh:r fund.
Accesuibility to Markets

Easy ta Trld-l-.FL'uqu il

of the da:,.r. making them more quuid. when
compared to mutual funds.

Disadvantages

| o

At _ : Market Risk
T!'mj; provide investors with the epportunity !

: Like other asset classes, ETFs are exposed
: to the wvolatle movements in the
+ hinancizl markets.

Trading Costs

: These costs are usually in the form of

ETFs provide exposure to asset classes that : commissions, sales charges, management

miay otherwise hava besn viery diffieult for : fees and other direct LI'I'I:“I'I.E coats, wic,

retail investors to access, such as emerging : and should be carefully assessed at the

marketequities, goldbullion, armongstothers. - point of building your investment partfolio.

Trading Flexibility
: The trading Alexibility nature of ETFs can
ETFs can be bought and sold at any time :

encourage r!Euhr hru:,un.E and !llEII‘IE. which

! could lead to making bad judgement calls,
resulting in potential losses,
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Foreign Exchange

Foreign Exchange is the conversion of one currency to another to facilitate
international trade and investments, It is commenly referred to as FX or
Ferex or currency exchange. Globally, FX markets are decentralised and an
over-the-counter market where various participants interact to

buy, sell, and speculate on currencies, which are . ﬁ"- .- -

traded in pair:.at Lp-eq:iﬁn rates called ~g

Exchange Rates. The FX market is the ﬁ ﬁ" 3
larpest financial market {in terms of trading _—
volume) and most liquid market in the world,
where trillions are traded daily.

What is an Exchange Rate?
An Exchange Rate i the rate at which one currency can be exchanged for another,
if you travel to Spain, for instance, you will need to change your naira to the local
eurrency used in Spain, which is Euros, in order to spend maney. It i the exchange
rate that will determune how much naive you will need to change to obtain Euros
-

" O
o
L
Currencies are identifhied by the International Standard for Organisation
[I50] three-letter currency codes, which 5 used on the g'l-nhul markst,
for instance USD represents US Dollar and MGN represents Migerian Maira.

Like global FX markers, thlgmmFKnthumﬂTlerht.mhﬂt
USD/INGHN (3/M) currency pair being the predominantly traded currency pair.

A Currency Pair is a combination of two different currencies that are quoted against
each other, for instance, for the currency par USDINGN, the Base currency is the first
currency w the pair (USD], agamst which eschange rates are generally quoted in
each country, while the Quote currency is the second currency in the currency pair
[NGHM], which indicates how much of the quote currency is required to buy & single
umit of the base currency. For example, how much Naira is required to buy one Dollar.

a5

[YPES CIF FIRAMCIAL PRODUCTS

Types ﬂf Excbangf Ra.re Rc:gumes

e — — e

b .i. Fixed Exchange rah- {

Thls. 15 et and mamtlimd 'l'-lll‘h the |'|u1p ufa l.:nunl:rﬁ."':. .:'
,' central bank and fixed againat the value of one or more i Py
| other currencies, u:.uu"'p US Dallar. it imvalves Eovernment .:'
I.. - M | T i I L
{ restrictions on the currency to protect its value, To maintain the desiced rate by the

Il government, the central bank will need to have o high level af Fnr:i-gn CUITENCY rESErves. '.

Fln-ltinl E.i:thlﬁ.:! rate

Thig is also known as a flexble exchanpe rate, q
It = tres nFEuver rnmiesvt restnctssrs and wmv’t - - -ﬂmuu
tharefore changes according to supply and demand. e

For instance, if the demand for a currency n low, its value reduces, snd if the demand for & currency
% high. rta walue increanes il'ld |:,|:-r'|sul'.||:|unn|:l:||I its -r::hnnEe rate lFFrﬂl:lI:Il.ﬂ"L The mi the mask commidn

model adopted by most developed countries, like the LI5S, Lnited Kingdom, Japan, ete.

“ed Exchange Rate

Managed Float or Pe
It is & hybrid between Aoating and faed exchange regimes. It is an approach whereby a central bank
sets & range which s currency value is allowed to Fﬂ:!l:" Aoat, however, if the currency Falls below the
rangas limit or rigas above the range’s cedling, the central bank will intervene ta bring the currency’s
vatse back withan range:

Currency APPRECIATION and DEPRECIATION

Cul'l‘.-l'ﬂ:’f Appuq.bnn refery to the incresve in the valus of ona CUFTBNCY j,R.liI'Il.t anathar,
mveaning the currency has become stronger, This happens when exchange rates change, allowing
for the Fur:huu of mare units of a currenicy. E-I.Hrﬂ'l'll::f aFFm:iutinn |:|in:1:|!|':,r cnnmpund'l. to the
base currency, For example, if 31 USD = H400, this means you will need 400 units of Maira
to buy one LS Dollae, If the Mawra rate changes to 380, that means 380 units of Maira s new
required to buy one US Dollar, which means it will cost you less Maira to buy one US Dollar,

Cl.ll'rﬂ-l'il:;'pI sk 5 the decremse in the walue of one currency relative to
anather, maaning that the currency has bocoms weaker, This happens when exchange rates change,
albawing for the purchase of less units of & currency. Lhing the previous example where 51 = MA00,
if the Mara rate changes to 420, then it means 420 unats of Maira s now required
ta buy one US Daollar, which means it will cost you more MNaira to buy one US Dellar,



Interest rates, inflation, monetary policy, political stability, amongst others,
contribute to the appreciation and depreciation of a currency, relative to others.

How it WORKS

Since the start of the year, Rose has been saving all the money she received
as giFti.. for her summer holidays to the United States. Rose s excited as she
has saved a total of MWHOO0,000.00. She is aware she cannot spend Maira
in the US, so must change her Maira into US dollars (USDINGN),

Twa-Way Quete Dealing System is a system where banks/dealers
quete binding “Bid & Ask” prices to one another. Just like the BDC

did. The Bid 1s the bind in.g price at which tha dealeris wiHmE to huy,
and the ASK isthe binding prices at which the deater s willing to sell,

E.l"-'l.l: the Bureay de '-':hanﬂ_r KE-E":_S
r"ul;l helow rate i1z d _'.pl.::,.'lll:l
:!l'sp layed under Bid/Buy is the pnce af
-'uhu:h the BDIC is willing to buy USEI
und the Askf Sell rate n the bll"l-'dlr'.ﬁ Frll:ﬂ
tat which the BDC i WI1|I1‘|E to wall UEDE

Tha ratid

: Meaning the BDC will sell dal- !
é"ar5 to Rose at the exchange rate:
iof 31 = W400, Meaning it will cost :

ER&!-’E WA00 for every 31 she |:|u1l.-'!..i

iShe changes her HID0,000.00 3
sto US dollars, which gives her:
$250 (N100,000/400), :

TI'IIS- 15

Eszentlaﬂ':,' how trades

+ At the end of the summer holidays, F‘uw::
sreturns to Lagos and still has her $250.:
:because her parents did all the spending.:
:She now wanks ta I:l"ldl'lﬂ-!- the money I:-dch:E

' whils the

Etn N.:-ir.'l. (=] sh{l Can inw:-s.l. 'H; 0 Trq.:lsur-,'E
:Bills. She goes back to the BDC, now;
s displaying the rates: :

CUBRENCY | BADiBuY

- | 511 | -.:1:|F_.. qu_.-

ASEFLELL

E.l‘l: time has elapsed, the value between I!|'|t':I
: USD/MGN has changed, and the Maira has:
édeprer-ated. however this benefits Rose, as:
E'I.he BDC wall hU':,-' back her Dollars st thes
exchange rate of $1 = M4I5;
:Rose changes her 5250 back to Hiim.é
- which gives her M103,750.00 (5250 x 415),;
Emeaniﬂg she gained M3.750 (W103,750.00:

H100,000,00) from halding  dollars;

ucl:hﬂn,ﬂq rate thlnﬂﬂd.E

FX market.

LEkE PlEI Ce n tl"lE-

You buy at a low prce and sell at a high price, making money along

the wity. Thie. 1 the GOLDEM

Fule when buying and se||ing FX.

5B



HAPTER 4 TYPES OF FINANCIAL PRODUCTS

in the World

Top 10 Strongest Currencies

2 - Bahrain Dinar (BHD) ‘

With a population of just over 1 million, Bahrain’s
largest source of income is also from oil exports.

1 - Kuwaiti Dinar (KWD) =
Kuwait is one of the richest countries in the world. Its
strong exchange rate is due to significant oil exports to
the global market.

4 - Jordan Dinar JOD) [

Jordan  does not export oil; however, it

3 - Oman Rial (OMR) i

OmanisontheArabian Peninsula, withawell-developed

] m'l'!_rl_!l.\‘s.! T

: 1".‘;" : ; economy and a big exporter of petroleum resources. comes top 4 because its currency has been
Wi @ = The purchasing power of this currency is so high that pegged to the US dollar for the last 20 years!
M_‘__._}j the government issued 1/4 and 1/2 Rial banknotes!
Sl L]

S - British Pound Sterling (GBP) =al&= 6 — Cayman Island Dollar (KYD) ﬂ

i b s n"ﬁ
4%

J i, -
B il " ! ]

*Information as of 2021
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Most will think that the British Pound is the strongest
currency, but surprisingly the Pound Sterling only
ranks top 5, though it is one of the most traded
currencies in the world.

7 — European Euro (EUR) -

Given that the Euro is the official currency of the
European Union, which consists of some of the most
developedeconomiesintheworld,itcomesasnosurprise
thatthe Euroisrankedasoneofthestrongestcurrencies.

9 — US Dollar (USD) EEE

The US Dollar is the world most traded currency, as it
is held by both central and commercial banks all around
the world to carry out international transactions. It
achieved World Reserve Currency, which means you
can make dollar payments in any country. This is what
makes it consistently strong.

The Cayman Islands ranks top 6, as it is a tax haven and
one of the five largest offshore financial centres in the
world.

8 — Swiss Franc (CHF)

Switzerland is one of the world’s richest and most stable
countries, with low unemployment, a highly skilled
labour force, and a per capita GDP among the highest
in the world. Its economy benefits from a highly
developed service sector, led by financial services,
and a manufacturing industry that specialises in

high-technology and knowledge-based production.

10 - Canadian Dollar (CAD) [l

Canada’sofficialcurrencyisthesixthmosttradedglobally.
The value of its natural resources rank 3™ worldwide.
This is primarily due to its oil reserves of crude oil and it
being the second largest supplier of uranium in the world.
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Factors Affecting the FX Market

Foreign Debt
An increase i foreign currency-danominsted debts a
increases the demand for such Gurrencies Lo senace €
these debts, thereby weakeming the local currency. 3/’

Government Intervention
Central banks can influence rates by buymg or selling the do-
MEstic Culmency.

SPENDING
Current Account Deheits

i & country has a curment sccount dehort, if means that it =

';F.nlnrﬁirl-g more than it earnir.g n Ft:-nal:En trade. To make up
Inflation this deficit, countries may borrew capital from other external EARNING
Countries with consmstently Mﬂh inflatian races-tend to Fave [owes sources, whech inturn will make the domestic currency deprecate. P

currency values. This it because purchasing value decresses relative
to other countres, While a country with low inflatsan rate will sae an l 1’
increase in the value of its currency. .

Economic Cycle ECONOMIC UPTURN
- - EY
Low level of economic actiwitmes enpenenced I:|IJ'I"E gConNamic 'i Political Shhm"? & E'lm““: Performance »
recessions discourageforeign investments and limits the supply ‘J A.:uuhlf-p with a stable palitecal tﬁwfﬁh['l'lnrﬁ.lﬂﬂ! strong podit e
of fareign currencies and vice versa. b economic performance, attracts formign investors who week
ECOMOMIC RECESS)

out such countries to invest their capital, which in turn leads
to an apprecistion in the wvalue of the domestic currency,
Foreign Investment
IFa country s seeing a lot of imvestmant from overseas
busnesses, the demand for its currency will increase
which will drive up its value and the exchange rate.
Falling Oil Prices

L In Migeria, ol sccounts for owver 95 percent aof the country's

Interest Rates foreign earmings and sbout B3 percent of its budgetary

A rive in interest rates in o country can offer investors 4 hiﬁh“ rate of retuen relutive allocation, therefore changes in oil prces has implications

to ather l;!:H.Ih‘i.:r'ill. ﬁ-'a- ll.ll.‘._h high interest rate . an wconomy stirscts foregn for the Nigerian economy and, in particular, exchange
imvestors 'I:I'rm'nh'!-' moredsng  demand for local CUTTRACY. Cﬂl'l'illl"ill'rl. bow o R T s G “th.ni: o | et
interest rates relative to ather countries can result

, : : ; lead to an increass in the price of patrol, the groceries you
in #n increase in demand for foreign currencies and ﬂ ’ .* - buy. from the supermarket which may have & imported,
& decrease in the value of the local currency. intemational trigs ete.
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& . Advantages Disadvantages
‘\!' High liquidity i Complex Price Determination
The FX market has the E F:':: rates can _I:-c difficult to assess and draw

|_1PE|:H.PI and nE‘h:_h-c_,l: number af F\;_:.rh.:.pan-.s, : reliable conclusions El'.l trade on becsuss
compared to othar Bnancial | markses . they fre _'”1"-“‘-'"1-""-1 prirmasily
which promotes increased liquidity in the : I:-:,- g!-:l:-a| Pﬂll-l‘lC!. o BCONMNTISCE,
market . High Volatility
FI.!I‘J'IIJIHIJ.-' in trading ¢ Traders can lose lorge amounts of maoney

FX rrarkets provide traders with a lot ol due to the high volatility m the FX market,

faxibility because thers are no restrictions
This . becavse there & ne restrietion on the "
amount of maney that can be vied for trading. :

High Leveroge

Leverage u the we of borrowed funds to
PinCTRAse One's :md-r;_g position beyond what
B would be avaslable from their cesh balance
i oslone. FX traders often use leverage to
baneht  From mq:.‘lnr.il;alll:,- srmiadl prica
¢ chanpes. Leverspe, however, can ncresss
markats v both™ profits ~as  well ax  losses.

Low-cost investment
The FX markst provides an environment with :
I'.'I'i"a transacteson costs wl‘li-l‘l ".flmrll'll'l"d s !'Ir:-u"l'

Derivatives

Key Types of Denivatives

Derveatives can take different Torma and are sphit inta two

B Over-the-Counter  Dervatrves: For  exampl and
Swaps. Here contrschs are  customised, aly  unregu atad
arid mach contract m with a counterparty

Elil.':"'.II'IE-l" Tradad Derrvatrees Far pramiple,
Futures ared Ciptrons Harg contracts aro
standardizad and backed by i contral
counterparty, &limmnating countarparty dufault ek,

Chver-the-counter (OTC) s the trading of securities between twa parties,
expcuted outside of Formal r:q-::"m".gm snd wathout the p ien af an
m-.rhnn,Er- rrﬂ.;l.:f-;-r F|-..-|,.-||-.-E; and selling of securbies 5 camed out In a

decentralised Fl!'-]l._'.Fl with ne physical location, however through deaber networks

PPES LIF FiRANCLAL PROCIUICTS

Forwards

A Forward contract is a taflor-made or non-standardised agreement betweon two parties
to buy or sell an asset at an .lgreed price today and on a specified future date. They are
nan-itanderdmed and traded aver the eounter and met an a farmal nfgnniud rmarket like an
Exchange. They are typically riskier than futures, as transactions hare are private batween
two parties. Recall the commodities transsction betwesn Abdul and Mirian earlier,

— - —

"f‘ B !IIT n"'.. II L3
[

/ s ]
M
Futures

A Futures contract i an agreement between two parties, a buyer and
seller, to trade an underfying asset or security at a specibc time in the
future, at a specihic price determined today. They are multilateral by
nature and traded on an Exchange. Futures contracts are standardied,
with clearly defined features which makes them sasy to be traded on

Exchanges.

Key Differences

Farwards Futures
B Contract is tailar-made B Contract s standardived

B Contracts are generally not transferable | @ Contracts are extremely liquid because it
arid 5o cannot be traded with a third party it possible to unwind @ contract at any time

High default ritk exposure as there are Low default rsk a8 participants
B incentives for the losing counterparty to | @ trade with & central counterparty

back out on obligations
B Ranpe of delwvery dates
B Usually one specifed delivery date
B Trading is carried out on an Exchanpe
@ Trade is done st ne specific location




BFltiﬂl'li

I-"u.. i i HEIVATYE

SWADE

This o a contract betwesn Lo g

U'ses of Derivatives
Derrvatives sre used For different purposes:

Hedging
Thin m essentually wsing o derivates to minmise ritk
in the market. Hare, dervatives are used like an
imurance policy.

?{ﬁniﬂim

in s motivated by a deure to make profit s oppessd
to reducmyg risk. Here s spoculator buys a socunty (for
exarmphe at W00 in advance if he thinks the poce o
Iil-ln:},- t: rril; Eoan (he H'Iﬁuﬂ_:l, |?1:'h.|t h;ln ean sl |I:||-|L!I
the underkying suet moves in the way he espects,
makes a profit of W50

This i taking sdvantage of thart-term prce
irregulantees in the market. By buying secunties at a
lovweer prce inone segment of the market and sell
them later at o higher price in ancther market,

Simple example of bow a
Forwerd Contract WORKS

Dera 1 a student who Jusst fnished her
final axagms and wall abtain her results in 3
manths’ time. Her parents have promised to
replace her oid cor it she gradustes witha first
class, Derais conhdent she will emerge witha
furst class andis already looking to sall hercar,

JUHE

iy  W1,000,000

BS00,000

Dera believes the pnce of cars
n her small town will drop in
3 months' time, so decides to
set her price at W1,000,000

(AR R RN NN RSN RN RN NN NN
Chora finds a |:|-l|.|:|.'lr1 Jn‘:,rl;-n- whio 1% wiiling to
pay W1,000,000 for the car in 3 months'
time. They both lock in this price by
entering into a forward contract, with the
car as the underlying asset. Thas means that
in 3 manths' t-me,lgera miust sell the car to
Joyce at the strike E:rite of W1,000,000
and Jorcc miust pay For it at that same price
n:glard ess of what happens in the market.

A ©

In 3 months’, time, the price of the same
car his sctually increased to W2,000,000,
contrary to what Dera ewpected. She is
unhappy, as she could have sold her car at a
higher price to another buyer, but because
she entered into @ contract with Joyce, she
cannot sell to another buyer. Joyee on the
ather hand 15 happy becouse she gets to
buy the car at W1,000,000 instead of the
current market prce |:|+-H:!',=|:I{Jﬂ,|:|ﬂ|:|. Jayce
canevendecide tosell the carat |2, 000 000
and make a M1,000,000 profit if she wants,

) i

This w & '.-|r|.u:.=| example of & hedper

and a  wpeculaior Im ths exa mphe
Dera 8 a speculstor, as she sets
that  Lhe

market  will go in  her fa r

nEr price n |.'II1|-1'.-!.IIJ|.l-I'.'II1

unfortunately it did net. IF, however,

the prce of car  had
o

dropped i
0, Dera would bave bean

| sbtill hawve had o
pay 0. Joyem in this
wtsuild
she could have bought the car in
the market for HES a0

Bi1.000.0

nstance have been A, &%

nstead

she locked in

of tha

TYPES OF FINGNCIAL PROSDUCTS
-
Advantages } :
e PO

Hadu::in! Risk

Thiy help in infunng or protectng aganit
unfavourable movements 0 the prce an
undarkying astet.

Mecess bo unavailnhle markets

Dorvatives con  provide access fo unavaslable
markets ond sisets, Llsng interest rate awaps

indiidssh  esn  obtain nds gk lower or
favonirable rates of interest & compared
to direct  borrowsngh  in the current

marketu.

Underlying price determination
Thay ara frequently used 1o determine the price of

#n underiying aivel. -

H-'gh Rusk

Dlerrestives could Pnlzh‘l:il” ekt in ti.glniﬁnull
losses, i dervatiees contracts are aspased to

mgh degres of mk, dus to the volstile prces
of underfying securibes.

Diisacdviantages

Speculstive Festurm

Derevatives arw used for speculative purpeney with
the sim of earming profits. Sametimes significant
Iosuen may sccur due to unremonshle speculstion
a5 derivatives are unpredictable,

Complenity

Due to the cormgles nature of deriviatives, this
limits it wbe to mainly esperts, making them »
difficult tood to wtilise for the everyday pomon.




Using the clues, join together 2 letter groups from the word
bank below to form a word that answers each clue. Each clue can
only be used once. There is an example for you. Unscramble the
letters in the circle to answer the trivia below.

Stocks and bonds are known as

[2i3[4]516)7 8/ 9 10 11]12 13/ 14 15

5
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\REGU ) [OLDER)  [ATIVE) (prTy
[FINAN)  (EXCH) (BRO)
(Tss) (mutual (KERJ (Tm)
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75|THE UNSCRAMBLER PUZZLE

ol
k 1. Financial market is

where traders buy and
sell assets.

2. A basic good or raw material that can
be bought or sold in the financial
market is called ___.

3. ____exchange is commonly called
Forex.

4. A contract between two parties
whose value is based on an underlying
financial asset.

5. The sixth most traded currency

globally, is officially spent in .

6. A person who allocates capital with
the expectation of receiving financial
returns in future.

7. A, purchases securities in
advance, with the expectation of
selling when prices rise.

9. A company that issues securities in the
financial market to raise funds to
execute a project.

10. A person or organisation that owns a
bond or bonds.

11. Ina Bond transaction,the investor is

12. An agent that facilitates trading
between two parties.

13. Aninvestment vehicle that pools
investors funds together.

4 — dinar is the strongest currency
"in the world.

15. A market place where securities are
bought and sold.

16. A general increase in prices and fall
in the purchasing value of money.
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“HAFTER &

BUILCHG & SRS TAINABLE
FEMNARICIAL FLITURE

Building a Sustainable
FINANCIAL FUTURE

In the previous chapters, we learnt about the
different ways in which we obtain money,
such as from gifts, rewards, pocket money, amongst
others. We also learnt about the importance of being
prudent when spending, enabling you to save more, a
nd the different investment vehicles that exist for
increased wealth creation.

Now let us learn about the various ways in which
individuals generate income, because having multiple

income streams can swiftly enable you to achieve
financial independence.
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Lypes of INCOME

Earned Income

Bz Enown at active mcome. K is gone rated
by providing services to an organssation. It
FEquires you atllﬂ!'l:,' E-;:-mM|lL-ng_ your time,
effart and energy in return for MENey, The
income can be received daihy, weoekly, or
monthly, depending on the type of job or
business.The Salary an employes recenes from
an employer at the end of each manth for work
done 15 8 typical example of earned income,
Earned mncome = how most p-:l-aplr make
a living

il w2

Yissive Income

Passive income refers to money earnad
I."'I & Freannegar 1.|'|51. -Eq\'.llrﬂ'i Iﬂt I.I‘E o no dﬂ-ll"l'
active contribution of time and effort to
maintain, This could include, rent recewad
from a property you own, interest recesved
From cash depnalied i1 & bank aecount, eg.,
1..1'-."ir|E's account. With passsve income, you
will neod to make some vestment at the
initial stage before you start

reCeTing your rewards 2

of freturns. j
oo

4=

Portfolio Income

This s made through capital gains,
This s money earned from huying then
salling an asset of investrment for mare than
the smount you paid for it. For instance, if
you buy shares worth B100,000 and you
sell them for W120,000, the capital gan is
M20,000. Poartfaln Income & alis sarned
from dividends, interests, ete, received from
holding securities such as stocks, bonds,
treasury bills, mutual funds, etc. Portfolio
imeame 1=-oaka a3 farm of Fuui‘-.ra il

Profit Income

This is earned through sefling a product or
service for more than it cost you. It is one
af the moat dullun,gmg farms of income to
obtain, a3 it will require taking a bold step,
ko transition from the comfort of samed
income te praft. income, gained from
1.t.|rting & Butiness.

X I

saome Career Patbs in the
Financial Market
market

and offers a8 wide
that cater

The financia

multiddimensional
T ArEE -::|||Ii Tig bt

interasty I 3 di |..|:.urt- mities |‘ o LIL|I|L

and Ay anals ta
BCOnNoIMmic

signihic
and deve

|::|'|||"-|'|:I! Mnt -|':-r'|".

Lﬂm

¢ A hrancial markets lawyer sssentially

. acts as & business adviser on ||.:IE1| amd
E'l:"J ﬂt':l"':.' matters to variowus hnanceal
markat Fur[ |:||:|..1nI:. Tr'H-':,r alio
provide axpertise on
negotiating
conbracks,

I i:ir.aFﬁﬂE
-:I-:n:ume"':s

" han |i|lr|I ..|.|u'E'1.

¥ and -.‘|1.|:|F nary

s matters, amongst
alherd

Asset Management

These hirms pool manage funds fram
indmiduals and COMpan:es, channelling
the Fundl nrrm various investrmaents,
w:lu:ll

bondx, :ﬁmn‘hﬂdmn,
am athers, on
b-eh of thair clients,

w ther fmances
pnrtfqrm

LA R R RS L R RS EEE R R EEERE RS

LA R R A B B R R LR AR RS R R R R R

play

BEEEEEEEEEE SRS EEEEE

Investment Banking

lnvestment  Bankers work  with
corporations, povernments, and other
large financial imstitutions to help them
rane capital or advias them on lm‘hng
strat decisians  on businessy
uppur'r!g.:cmm that are right for them, for
-mtm:n.ﬁtlﬁhtmg the msuance of new
'ucurm.ﬂ.-ifur 2 r..un'lpu-ny that wantsto go
public, investing In new or growing

ventures, assisting =

comp4anies ta merge _ %
or acquire other r |
Companies. : r

@SR EEREFEREEEREEREEEa
FESEETE RS EEE R EEEE

LE R AR A SRS R R R R R RN

. Accounting & Finance
This invahes seeking and manaping the
capital required te run an enterprise. It
also irvolves developing the company's
* averall financial
strategy, forecasting ¢ o
profits and losses,

negatiating hines of ;

credit, prepanng of

fimancial staterments, .- ﬁ
.

amangst athers, =

H2



CHAPTER 5 BUILDING A SUSTAINABLE
FINANCIAL FUTURE

. o .
Business Development * Human Resources s Sales & Marketing
This involves bringing new ideas, initiatives :Thc primary focus of the e Sales is all about selling a company’s products and services, while the
and business activities that increase the e Human Resources function o Marketing function is the brain behind getting the word out about

is the company’s people. HR § a company's products or services. They work across
covers a wide spectrum of different channels and skills sets, such as public
areas, from recruitment relations, traditional and digital marketing, web
and selection, performance design, etc., working closely with different
management, talent company functions to develop awareness about
management, learning and and sell a company’s products and services.
development, compensation
and  benefits,  employee
engagement, amongst others.

revenue, growth and

expansion, and &\'f?
profitability, through the y?

offering of various products
and services, building
strategic partnerships and
making strategic

business decisions.

I7§f0rm4t10n Technology (IT) g O

Information Technology is the englne that keeps the financial
market running. From IT services, technical architecture,
infrastructure development to transformation and change.
This technology age is changing the way the financial market
works and is central to maintaining a competitive edge and
advancement in the financial market.

- Research and Development (R¢zD)

An  R&D  professional  provides  essential
information and ideas  to

enable a company innovate and

introduce new products and

services to the financial markets, -k
towards increasing the company’s &
bottom line.

On average, people spend 75,000 hours working throughout their lives, so ensure you choose the right
career path!

Some of the wealthiest CEOs in the world, who have attained wealth in different ways.

ELON MUSK
Electric Car
Maker - Tesla

JOHANN RUPERT
Luxury Goods

BERNARD ARNAULT
Luxury Brands

BILL GATES NICKY OPPENHEIMER JEFF BEZOS MIKE ADENUGA

Founder, Microsoft Diamonds Founder, Amazon Telecom & Oil

FOLORUNSHO ALAKIJA I ALIKO DANGOTE
Oil Exploration Cement, Sugar
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CHAPTER 5
Important Tips for Wealth Creation

Imagine that you never have to worry about money for the rest of your life! That
strategic plan, utilising the right resources, networks and discipline, to create the
right wealth building attitudes and actions early on. Some of these include:

ol T A
A—p—
0 Building a Great Career
First things first, you need to gain

and maintain multiple sources of 0
income. This could be through

Goal Setting

paid employment or by starting
a business. Whatever path you
choose, ensure you are good at it
and you enjoy what you do. Give
it everything you have got, as
hard work pays, and people always

notice hard workers.

e Investing

While savings is a good place to start off,
investing offers more rewards, but not without
the risks! As discussed in the previous chapters,
there are various investment products that you

Achievable, Realistic and Time-bound.

can choose from. Start investing as soon as
possible, as time is a big factor in the
exponential growth potential obtained from
investing in

securities. However, do

not forget to do your due diligence!

OFinanciaI Knowledge

The popular saying that "Knowledge is power” also applies to
creating wealth. Financial literacy is fundamental to building a
sustainable financial future. Gaining knowledge about personal

°Starting a

Business

finance, financial market concepts, investment vehicles, etc., will guide
you in making the right financial decisions in the short and long term.
85

Your goals could be short or long term, but they must
be clearly documented. Remember, you cannot just
wish to increase your wealth, you must have a clear
vision and then take the necessary steps to get there.

Your goals must be SMART - Simple, Measurable,

BUILDING A SUSTAINABLE
FINANCIAL FUTURE

would be a great feeling isn't it? Wealth creation, however, requires a delibrate and
the financial future that you desire. To be able to achieve this, you need to inculcate the

e Budgeting

This ensures that your income and expenses
are balanced. This very important skill
defines how you spend every penny that you
make or receive as a gift. Creating a budget
helps you stay accountable, track your

expenses, determine how much

you need to save, invest and

helps avoid impulse  buying, etc.
Savings

We established the importance of savings in Chapter 2.
It is advised that you save 30% or more of your earnings,
depending on the financial goals that you have set for
yourself. You must also keep your expenses in check so
that they do not exceed your actual earnings.

Live Within your Means

It is essential that you spend less than you make and have
a surplus to enable your money work for you in other
ways. Managing your income and expenses is critical
ensuring that you do not run out

of funds or go into unnecessary
0 debt.

If you decide to start a business, you will also need to be very hard-working, self-motivated and
of course, have a brilliant business idea! The vast majority of wealthy people are entrepreneurs;
however, the challenge is coming up with an excellent business idea that masses of people buy
into. If able to achieve this, it is one of the best ways to launch yourself into financial freedom.
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Sustainability
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Sustainability is meeting the needs of the
present generation without compromising the
ability of future generations to meet their own

needs.
o

Many of the resources we use on earth are limited.

"MOTHER OF SUSTAINABLE

DEVELOPMENT" Although it might take hundreds or thousands
of years for some of them to completely

DR GRO HARLEM h i di | |
BRUNDTLAND run out, these resources will disappear completely

if they are not adequately managed.

o9

A company should not only measure
financial performance but should also
consider environmental and social
performance when measuring overall

ee

success.

JOHN ELKINGTON

In 1994, John Elkington, the British Management Consultant and Sustainability
Gury, coined the phrase, Triple Bottom Line, as his way of measuring performance in
corporate America. The idea holds that a company should not only measure financial
performance but should also consider environmental and social performance when
measuring  overall success. This is sometimes referred to as the

3 P's, People, Planet and Profit.

SOCIAL PILLAR (People)

This considers the impact of an
organisations business on the welfare
of people, including employees and the
community in which the organisation
conducts its business; identifying
and managing business impacts, both
negative and positive on people. The
Social Pillar goes beyond corporate
giving; it cuts across areas such as,
human right, community engagement,
diversity & equal opportunity, fair
labour practices, occupational health
andsafety, non-discrimination,amongst
others.

o

BUILDING A SUSTAINABLE
FINANCIAL FUTURE

ENVIROMENTAL PILLAR
(Planet)

This pillar is focused on activities that
enhance environmental preservation -
human life, natural resources, wildlife,
etc. It is concerned with the reduction of
carbon emissions into the air, derived from
greenhouse gas (GHG) causing pollution;
the reduction of energy consumption,
water usage, waste production,
biodiversity etc. It aims to reduce the
harmful impacts of our daily activities
on our immediate  environment.

ECONOMIC PILLAR (Profit)

It not only focuses on the financial condition of an
organisation, but measures how much of an impact
a business has on its economic environment. This
considers economic performance, anti-competitive )
behaviour, anti-corruption, procurement practices, ﬁ

etc. An organisation that strengthens the economy

is one that will continue to succeed in the future.
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1he United Nation’s Sustainable Development Goals
In 2015, the United Nations Member States adopted the Sustainable Development Goals (SDGs), as a universal call to action
to ensure that all people enjoy peace and prosper ty by 2030. The 17 5DGs provide a blueprint to achieve a better and more
sustainable future for al, by addressing issues such as poverty eradication, education, health, inequality etc. . y'ﬁ
Various individuals, organisations and governments across the world have o

ﬂl‘u‘llllpld innovative solutions talored towards the achievement one or more

of the goals by 2030 and beyond.
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CHAPTER &

Hello Detective, eleven financial words are hidden between

words in every sentence below. See if you can hunt down
these sneaky words. Underline each word as you find it
(Don't pay attention to punctuation.)

To find the hidden words, you'll need to look inside the

senterces
Example: _ .
The daycare erects a new signpast in frant of the building.

Answer: Career
The ward ‘career’ i$ hidden in daycare erects.

T —
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HIDCEN WORDS
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ol can hear nois
5::“1::; s’ her head.

*All the sentences on this board have sneaky words,
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ANSWERS

saving.

Z1G ZAG WORDS

FIGURE IT OUT!

1. A penny saved is a penny earned.

2. Do not save what is left after spending, but spend what is left after
3. Money does not grow on trees

4. Do not put all your eggs in one basket

5. Never spend your money before you earn it.
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FMDQ Holdings PLC, is Africd’s first vertically integrated financial market

infrastructure (FMI) group.
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“The Police Chief was put me in charge of the robbery investigation” said Paul.
When does the train come in? I am running late for an appointment, says Dera.
The judge gave hijy gpe year to evict the premises.

Listening to music on my earbud gets me distracted when studying.

With so many problems pending, | need more time to think things through.

A selfmade man develops his strength and works on his weakness.

The show is not very interesting for young children.

The new vaccine saved his life from the deadly virus.

In my very first job, | worked stocking shelves in a local grocery store.

The woman in the psychiatric ward can hear noises in her head.

Nnamdi broke, reassembled and sold the old table.
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Glossary

Ask

The price a dealer is willing to sell.

Asset

An asset is an economic resource which can
be owned or controlled to return a profit, or a
future benefit.

Barter
A way of trading goods which does not
involve the exchange of money.

Bear Market

A prolonged period of falling prices.
Bid

The price a dealer is willing to buy.
Bull Market

A prolonged rise in the prices of securities.

Bureau de change
A place to buy and sell foreign currencies.

Capital Gains
The amount by which an assets sale price
exceeds its purchase price.

Collateral

Financial or physical assets pledged by a
borrower as a guarantee for the repayment of a
loan or bond in the event of a default.

Counterparty
An individual or institution which is party to a
contract.

Coupon Rate
The rate of interest paid by a corporate entity or a
government on its bond issue.

Credit Risk

This is the possibility of a loss resulting from a
borrower’s failure to repay a loan or meet ¢
ontractual obligations.

Default
The inability of a company or government to meet
its financial obligations.

Discount
An amount by which an item is selling below its
normal price.

Dividends

A dividend is the portion of profit that a company
chooses to return to its shareholders.

Going Public

The process of conversion of corporate status from
private liability company (private ownership) to
public limited liability company (public ownership).
It is also used in relation to a company offering its
securities to the public for the first time (IPO).

Gross Domestic Product (GDP)
The total value of the goods and services produced in
a country over a specified period.

Index
An indicator or measurement that tracks the
performance of a group of assets.

Initial Public Offering (IPO)

The first public offering of securities by a
corporate entity.

Institutional Investors

Institutions such as insurance companies,

pension funds, investment trusts and unit trusts.

Interest

The amount of money paid by people who
borrow money to the people who lend it to
them.

Interest Rate

The annual amount of interest paid on

money borrowed, expressed as a percentage.
Liquidity

The ease at which a financial instrument can be
converted into cash.

Market Maker

A dealer who stands ready to buy and sell
securities for his own account at his own risk,
thereby providing liquidity to and

maintaining stability in the market.

Maturity Date
The redemption or expiry date of a debt.

Over-the-counter

This is a market where securities are traded
through dealer networks as opposed to an
exchange.

Portfolio
The totality of the various types of securities
and other financial instruments (stock, bonds,

treasury bills, etc.) held by an ir@:or.

<
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GLOSSARY

Products
Also known as securities.

Prospectus

A document issued by a company giving detailed
information about itself and the securities being
offered to the public.

Securities

They are financial instruments used to raise capital in
the financial market.

Strike price

The set price at which a derivative contract can be
bought or sold when it is exercised.

Supra-national

A supra-national organisation is a multinational
union or association where member states share
in decision making on matters that will affect each
country's citizens.

Tenor
The length of time remaining before a financial
contract expires.

Trading
The length of time remaining before a financial
contract expires.

Underlying
The real financial asset or security that a financial
derivative is based on.

Volatility
The degree and frequency of fluctuation in the
prices of securities.
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