v

FIC Monthly
L ]
Vol. 6, No. 12; December 2019 'lﬂ

Chart 1: FIC Market Turnover (M'trn) FIC Market Summary

"
15.67%

= Turnover in the Fixed Income and Currency (“FIC”) markets for the month ended December
31, 2019 was ¥16.45trn, representing a MoM?! decrease of 23.88% (&5.16trn) on the

Foreign Exch
0.07% N & - ::“'f" Henange turnover recorded in November 2019 (821.61trn) and a YoY2 decrease of 7.11% (¥1.26trn)
P2y OMO bills in comparison to the turnover recorded in December 2018 (%17.71trn)
0f3_9‘ . :):::::::s - Foreign Exchange (“FX”) and OMO?3 bills were the most traded products jointly accounting
16 m Repurchase Agreements/Buy-Backs for 63.79% of the total FIC market turnover recorded in December 2019. (See Chart 1)
u Unsecured Placements/Takings EX Market
November 2019 —~——~18.78% . Total FX market turnover in December 2019 was $18.49bn (¥6.74trn), representing a
December2019 . 22.79% 10.30% ($2.12bn) MoM decrease from the turnover recorded in November 2019. (See
Table 1)
Trade T Product T 2 > 5 = N = ‘b el BT IR = Analysis of FX market turnover by trade type indicated MoM decreases across all
rade = roauct e ecember jovember Ol n ol 9
,me,_Mey,gber* FX Spot LB 1.02 1.73 ©.71) (41_03)° categories, with Inter-Member trades recording the highest percentage MoM decrease at
FX Forwards 0.04 0.04 0.00 0.00 12.56% ($0.38bn), while Member-Client trades recorded the highest MoM decrease in
FX Swaps 0.77 0.44 0.33 75.01 B o
X Futiros 000 000 000 0.00 dollar (nominal) terms, at $1.41bn (11.68%)
Others™ _ 0.82 0.62 0.00 0.00 = Additionally, analysis by product type indicated that the MoM decrease in FX turnover was
FX Derivatives 1.62 1.30 0.33 25.20 K . o
Total 264 3.03 (0.38) (12.56) driven by the 15.73% ($1.87bn) and 2.88% ($0.25bn) decrease in FX Spot and FX Derivatives
turnover, accounting for 88.18% and 11.82% of the MoM decrease in total FX market
Member-Client FX Spot 7.19 8.27 (1.09) (13.14) t tivel
FX Forwards 0.97 0.83 0.14 16.53 urnover respectively
FX Swaps 1.50 1.38 0.12 8.83 o .
X Futures 076 138 062 (@4.89) = In December 2019, the Naira-settled OTC FX Futures Contract (NGUS DEC 24 2019) with
Others 0.28 0.25 0.03 12.56 total open contract value of $1.71bn matured and was settled, and a new contract, NGUS
ix Dle”"a“"es 1365710 132-8141 (fl’-ii) (1315:; JAN 27 2021 for $1.00bn at $/%367.48 was introduced. This brings the total value of open
otal 5 . . 5
(1.41) { ) OTC FX Futures Contracts to ¢.$9.67bn, while the total value of contracts traded (i.e. open
Member-CBN* FX Spot 1.83 1.91 (0.08) (4.05) and settled) stands at ¢.$33.62bn
FX Forwards 1.01 1.37 (0.36) (26.05) - . .
FX Swaps 0.04 0.20 (0.16) 0.00 + The CBN Official Spot rate for USS/& remained constant at $/&307.00 in December 2019,
FX Futures 0.97 1.80 (0.83) (45.99) while, the parallel market rate depreciated by $/82.00 to close at $/M362.00 from
Others 1.30 0.20 1.10 0.00 : . ! ’
FX Dervaiives 33 357 ©.25) (6.91) $/M360.00 recorded in November 2019. Further, the Naira depreciated against the US
Total 5.15 5.48 (0.32) (5.91) Dollar at the Investors’ and Exporters’ (“I&E”) FX Window by $/&1.70 to close at $/#&364.51
in December 2019 ($/%362.81 in November 2019)
Total Turnover [ 1849 [ 2061 ] (2.12) [ (1030
- - - Fixed Income Market (T.bills, OMO bills and FGN® Bonds)
Thills Chart 2: Trend in Trading Intensity o ond = At the end of December 2019, the outstanding value of OMO bills decreased by 9.15%
0.85 082 (X1.31trn) MoM to #13.01trn, whilst the outstanding value of T.bills remained flat at
0.65 062 #N2.58trn. Conversely, the outstanding value of FGN Bonds increased MoM by 3.17%
045 0.42 (M0.29trn) to close at 849.43trn in December 2019
0.25 A\ 022 = Trading intensity for T.bills and OMO bills decreased to 0.19 and 0.27 respectively in
005 s o , o R R . . . | R R 002 December 2019 from 0.86 and 0.28 recorded in November 2019. The substantial decrease
0¥yt (oW (e (el yd® W 8 gef? 0o oi?? et in T.bills trading intensity was driven by the 77.48% (#1.72trn) MoM decrease in T.bills
T bills OMO bills FGN Bonds turnover in December 2019. Conversely, trading intensity for FGN Bonds increased to 0.30

in December 2019 from 0.26 recorded in November 2019. YTD? trading intensity for bills
(T.bills and OMO bills) and FGN Bonds stood at 5.09 and 1.91 respectively compared to
5.50 and 1.49 recorded in the corresponding period in 2018. (See Chart 2)

Chart 3: Fixed Income Turnover - December 2019 (#'trn)

UD,;: ;: 0691‘03 « In December 2019, T.bills and OMO bills within the 6M - 12M maturity bracket were the
3M-6M 0.41 most actively traded among the short-term securities (i.e. 1M — 5Y) accounting for 32.38%
6M-12M 227 of the total Fixed Income market turnover, while FGN Bonds within the 20Y — 30Y maturity
u::'i: 0002'22 bracket were the most actively traded among the medium to long-term securities (i.e. 5Y

v.5v 048 —30Y), accounting for 13.69% of the total Fixed Income market turnover. (See Chart 3)

S¢7Y M 015 - Weighted average yields on short, medium and long-term fixed income maturities

1:}:11(:: 02(:147 decreased by 0.79%, 9.66% and 0.27% respectively in December 2019. In addition, the stop
15207 041 rates for T.bills at the primary market declined in December 2019 from the rates recorded
20v-30¥ 0.96 in November 2019 across all tenors whilst the stop rates for OMO bills declined for the 205-
T — /.01 day to the 364-day tenor which is attributable to the continued impact of the CBN directive
on OMO auctions; no OMO bills were sold for the 82-day to 112-day tenor. (See Chart 4
Notes: and 5). Consequently, inflation-adjusted yield was negative across all tenors of the yield
*Member - All references to Member means Dealing Member (Banks); **Others includes Options & Cross curve excluding the 15Y, 20Y and 30Y tenors which remained positive in December 2019.
Currency Interest Rate Swaps;
(See Chart 6)

1 - Month-on-Month; 2 — Year-on-Year; 3 — Open Market Operations; 4 — Change; 5 — Central Bank of Nigeria; 6 —
Federal Government of Nigeria; 7 - Year-to-Date

DISCLAIMER: This report is produced by the Fixed Income and Currencies Markets Group of FMDQ Securities Exchange Limited (FMDQ Exchange) for information purposes only. FMDQ Exchange is NOT an investment advisor and does not endorse or recommend any securities
or other investments. Market data and other information in this report, as well as reference materials and/or links to other sites, have been compiled from publicly available sources believed to be reliable and are for general informational purposes only. This report does not
constitute any offer, recommendation or solicitation to any person to enter any transaction or adopt any hedging, trading or investment strategy, nor does it constitute any prediction to likely future movements in rates or prices or any representation that any such future
movements will not exceed those shown in any illustration contained therein. All rates and figures appearing are for illustrative purposes only. To the extent that the research data emanate from public sources, the accuracy or completeness of the information contained
herein is not guaranteed and is not intended to be relied upon for investment purposes. All information is provided "as is" without warranty of any kind. FMDQ Exchange (and affiliates) and the third-party information providers make no representations and disclaim all
express, implied, and statutory warranties of any kind to the user and/or any third-party including warranties as to accuracy, timeliness, , mer ility, or fitness for any purpose. Unless, in the event of wilful tortious misconduct or gross negligence, FMDQ
Exchange (and affiliates) and the third-party information providers have no liability in tort, contract, or otherwise (and as permitted by law, product liability), to user and/or any third party. FMDQ Exchange (and affiliates) and the third-party information providers shall under
no circumstance be liable to user, and/or any third party for any lost profits or lost opportunity, indirect, special, consequential, incidental, or punitive damages whatsoever, even if FMDQ Exchange has been advised of the possibility of such damages.
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Chart 4: Trend in T.bills Stop Rates (%) Money Market (Repurchase Agreements/Buy-Backs and Unsecured Placements/Takings)
15.00 » Total turnover in the Money Market decreased MoM by 51.39% (&2.84trn) to #2.68trn
12.00 in December 2019, driven by the Repurchase Agreements/Buy-Backs segment which

recorded a MoM decrease of 52.42% (&2.84trn) in turnover to &2.58trn in December

9.00
00 \ 2019 from &5.42trn in November 2019. (See Table 2)

3.00 = Turnover in Unsecured Placements/Takings in December 2019 was #104.66bn,
representing a 4.25% MoM increase (&4.27bn) from the #100.39bn recorded in
November 2019, and a YoY increase of 85.06% (¥48.10bn) from the turnover recorded in
December 2018 (856.55bn). This can be attributed to increased liquidity in the inter-bank
1Ay m—182-day =——Z364-day market

203 2083 20 4033 2082 4032
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= Increased liquidity in the financial system is evidenced by the decrease in average O/N8

5 ) .
Chart 5: Trend in OMO bills Stop Rates (%) and OBB? rates by 355bps and 342bps respectively to an average of 3.79% and 3.09% in
December 2019 from 7.34% and 6.51% in November 2019. Further, financial data from

15.00 the CBN revealed a 63.33% (%0.19trn) increase in average opening balances of deposit
14.00 money banks to #80.49trn in December 2019 from &0.30trn in November 2019
13.00 Market Surveillance
12.00
— = Total number of executed trades reported on the Bloomberg E-Bond Trading System in
11.00 December 2019 was 13,055, representing a 4.21% (574) MoM decrease against the
3&10«'9 ,Lq“l.mg . 6"2.0@ A1 r'lm‘g \&‘10'\'9 7 '10\'9 number of executed trades recorded in November 2019 (13,629), driven by the 1.40%
et N W o wo oet (149) and 14.22% (425) MoM decreases in T.bills and FGN Bonds’ trades respectively. (See
Table 3
——382 t0112-day bills === 205-to 364-day bills able 3)
Chart 6: Inflation Adjusted Yield as at Dec. 27,2019 (%)
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Table 2 - Money Market Turnover (¥'bn)

Dec-19 | Nov-19  MoMA(¥bn) MoMA(%)  Dec18  YoYA(N'bn) YoYA (%)

Repos/Buy-Backs | 2,577.46 5417.29 (2,839.83) (52.42) 337151 (794.05) (23.55)
unsecured | 1065 | 10030 421 425 56,55 4810 85.06
Placements / Takings
Total 2,682.12 5517.68 (2,835.56) (51.39) 342807 (745.94) (21.76)
Table 3 - Market Activity - Executed Trade Count
December November
10 11 MoM A (%)
AFO RFQ Total AFO RFQ Total
T.bills 4,464 6,028 10,492 267 10,374 10,641 (1.40)
FGN bonds 291 2,272 2,563 545 2,443 2,988 (14.22)
Total 4,755 8,300 13,055 812 12,817 13,629 (4.21)
Notes:
8 — Overnight; 9 — Open Buy-back; 10 — Anonymous Firm Order; 11 — Request-for-Quote
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