CENTRAL BANK OF NIGERIA

ECONOMIC REPORT FOR Volume 4, Issue 3
THE THIRD QUARTER OF September 2009
2009

RESEARCH DEPARTMENT



CENTRAL BANK OF NIGERIA

QUARTERLY ECONOMIC REPORT

EDITORIAL BOARD

Editor -In-Chief
C.N.O. Mordi

Managing Editor
B. S. Adebusuyi

Editor
S. N. Ibeabuchi

Assistant Editor
S. A. Olih

Associate Editor
U. Kama

The Central Bank of Nigeria Quarterly Economic Report is designed for the dis-
semination of financial and economic information on the Nigerian economy on current
basis. The Report analyses developments in the financial, fiscal, real and external sectors
of the economy, as well as international economic issues of interest. The Report is di-
rected at a wide spectrum of readers including economists and financial analysts in gov-
ernment and the private sector, as well as general readers.

Subscription to the Quarterly Economic Report is available without charge to in-
stitutions, corporations, embassies and development agencies. Individuals, on written re-
guest, can obtain any particular issue without a charge. Please direct all inquiries on the
publication to the Director of Research, Central Bank of Nigeria, P.M.B. 187, Garki,
Abuja, Nigeria.



1.0
2.0
2.1
2.2
2.3
231
2.3.2
2.3.3
234
2.3.5
2.3.6
2.3.7
2.4,
2.5
2.6
26.1
2.6.2
2.6.3
26.4
2.6.5
3.0
3.1
3.2
3.2.1
3.2.2
3.2.3
3.3
331
4.0
4.1
4.2
4.3
4.4
5.0
51

TABLE OF CONTENTS

EDITORIAL BOARD ¢

TABLE OF CONTENTS é

SUMMARY é
FINANCIAL SECTOR DEVELOPMENTS
Monetary and Credit

Currencyin-Circulation and Deposits at the CBN é

Money Market Developments  é

Interest Rate Developments e e
Commercial Papers (CPs) e e
Bankers Acceptances (Bas) e e
Open Market Operations é é
Primary Market é é é
Bonds Market é é é
CBN Standing Facilities é é é

Deposit Money Banks.0

Di scount Houses.0 Aéti viti

Capital Market Developments

Secondary Market é é é
OverThe-Counter (OTC) Bonds Market é
New Issues Market é é é
Market Capitalization €& é é
NSE All-Share Index  é é é

FISCAL OPERATIONS é

Federation Account Operations é

The Fiscal Operations of the three tiers of Government

z

The Federal Government é

Statutory Allocations to State Governments

Statutory Allocations to Local Government Councils

Consolidated Federal Government Debt é
Domestic Debt

DOMESTIC ECONOMIC CONDITIONS
Agricultural Sector é
Industrial Production <
Petroleum Sector é
Consumer Prices é

EXTERNAL SECTOR DEVELOPMENTS

Foreign Exchange Flows2

opme

é
é
é
é
Devel
é
é
é é
é é
é é
é é
é é
é é
Ak t i v.iti
és
é
é é
é é
é é
é é
é é
é
é
é
é
é
é é
é é
é
é
é
é
é
é

© 00 00 0 W W 0 N N N N oo o o o o g g o o1 o0 o0 A M M b W WP

10
10



5.2
5.3
54
6.0
6.1
6.2
6.3
6.4

CoNoOA~WNE

Non-Oil Export Proceeds by Exporters  é
Sectoral Utilisation of Foreign Exchange ...
Foreign Exchange Market Developments
GLOBAL ECONOMIC CONDITIONS

Global Inflation é é é
Global Commodity Priceg é é
I nternati onal Fei nagci

é
é
é
é
é

ad

é
é

Ma&r k e

Other International Economic Developments and Meetings

FIGURES

Aggregate Money Supply in Nigeria
Aggregate Domestic Credit to the Economy
Selected Bank Interest Rates
Treasury Billsdé Hol di
Volume and Value of Traded Securities
Market Capitalization and Value Index
Components of Federally Collected Revenue
Trends in Oil and NoiDil Share of GDP

Index of Industrial Production

Trends in Crude Oil Price

Quarterly Consumer Price Indices in Nigeria
Inflation Rate in Nigeria

Foreign Exchange Flows through the CBN
Sectoral Utilisation of Foreign Exchange
Demand for and Supply of Foreign Exchange
Average Exchange Rate Movements  é
WDAS-BDC Exchange Rate Premium &
Selected Macroeconomic Indicators Tables

ngs

@ D~

M- D+ D+ D D D D D D D~

o

@ D D D

11
11
11
12
13
13
14s é
14

©CoOoO~N~NOOR~DdWwW



1.0 Summary In addition, farmers commenced the preparation of land
Provisional data from the National Bureau of Statistic @1d nurseries for the cultivation of tomatoes, pepper, car-

(NBS) estimated GDP growth in the third quarter of 20¢ OtS: cabbage and other vegetables.

at 7.6 per cent, compared with 7.2 per cent in the precedi . : " : .
quarter. The projected growth was driven mainly by the /N1 9 eri ads crude oil productio
_oil sector which contributed 83.6 per cent of total GDF natural gas liquids, was estmated at 1.73 million barrels
Broad money (M) grew by 4.2 per cent, relative to the pre PE" day_(mbd) or 159.15 million barrels for the quarter.
ceding quarter. The increase in,Mas attributed largely to Crude oil export was estimated at 1.33 mbd or 122.36 mil-

the rise in aggregate banking system credit to the dome: lion barrels for the quarter, while deliveries to the refiner-

economy (net). Narrow money {Mhowever, declined by ies for domestic consumption remained at 0.445 mbd or
3.4 per cent from the level in the preceding quarter.

40.94 million barrels. The av
ence crude, the Bonny Light @3&PI), estimated at

US$70.05 per barrel, rose by 14.6 per cent over the levelin, 4

Available data indicated % 6

posit rates, while lending rates declined. The spread L 1€ preceding quarter. The eperiod inflation rate for the
tween the weighted average term deposit and maxim third quarter, 2009, on a yeaon-year basis, was 10.4 per
lending rates narrowed from 11.00 percentage points in t €Nt compared with 11.2 and 13.0 per cent recorded at the
preceding quarter to 10.49 percentage points. The mar end of the preceding quarter and the corresponding quarter

between the average savings deposit and maximum lenc ©f 2008, respectively. Inflation rate on a twelwenth mov-
rates, however, widened from 19.96 to 20.02 percente N9 average basis for the thirguarter, was 13.1 per cent,

points during the period. The weighted average ek compared with 13.7 and 9.2 per cent recorded in the pre-
call rate fell to 12.66 per cent from 14.76 per cent in t+ €€ding quarter and the corresponding quarter, 2008, re-
preceding quarter, reflecting the liquidity condition in the SPECtvely.

inter-bank funds market. Foreign exchange inflow and outflow through the Central

The value of money market assets outstanding rose by ; Bank of Nigeria (CBN) amounted to US$5.67 billion and
per cent over the level in the preceding quarter 1US$9.01 billion, respectively, resulting in a net outflow of

=N=3,515.9 billion. The increase was attributed largely t YS$3-34 billion during the quarter. Foreign exchange sales
the rise in outstanding Nigerian Treasury Bills (NTBs. by the CBN to the authorized dealers amounted to US$7.34

Activities on the Nigerian Stock Exchange were mixed di Pillion in the review quarter. The weighted average ex-
ing the review quarter. change rate of the Naira vé&vis the US dollar, depreci-

ated by 2.1 per cent to =N=150.92 per dollar at the WDAS.
Total federallycollected revenue in the third quarter, 200¢ |n the bureaux de change segment of the market, the naira
stood at =N=1,218.30 billion, representing a decline of 8. also depreciated from =N=175.68 per dollar to =N=157.36
per cent from the proportionate budget estimate but an i per dollar. Noroil export earnings by Nigerian exporters
crease of 16.6 per cent o0 declined by 11.4 per cent from the level in the precedhg !
At =N=716.81 billion, oil receipts constituted 58.8 per cen' quarter to US$335.84 million. . The development was at-
of the total revenue, and was lower than the proportiona tributed largely to the fall in the prices of all the commodi-
budget estimate. The fall in oil receipts relative to the prities traded at the international commodities market during
portionate budget estimate was attributed to the decline the period.
crude oil production occasioned by the attacks on oil facil
ties. Nonroil receipts, at =N=50149 billion or 41.2 per
cent of the total, was lower than the proportionate budg
estimate but higher than the receipts in the preceding qui

The modest growth in the global economy experienced in
the second quarter continued in the third quarter, following
the strong performance of Asian economies. In the ad-

ter. The decline in nowil receipts relative to thebudget vanc_gd econpmies, R L SR has
estimatewas attributed largely to the fall in customs an stabilised activity and has even fostered a return to modest

excise duties, ValudddedTax (VAT) and independent growth _in several economies. Emerging and developing
revenue of the Federal Government. Federal Governm: €conomies were generally further ahead on the road to re-
retained revenue for the third quarter 2009 wa COVery: led by rebound in Asia. The recent rebound in com-

=N=817.28 billion, while total expenditure was modity prices .and supportive .policies are help_ing many of
=N=1,011.22 billion. Thus, the fiscal operations of th these economieVorld crude oil output in the third quarter

Federal Government resulted in an estimated overall de of 2009, i estimated at 84:32 million barrels per day
cit of =N=193.94 billion, compared with =N=382.23 bjl- (Mbd), while demand was estimated at 83.13 mbd, com-

lion in the preceding quarter and the budgeted deficit Pared with 83.62 and 83.17 mbd supplied and demanded in
=N=209.15 billion. the preceding quarter, respectively. The increase in demand
_ _ - _ was due taenewed optimism of a global economic recov-
The major agricultural activities in the review quartelery. Crude oil prices in particular have hovered between
includedharvesting of rootrops such as yams, irish anc $70 and $80 per barrel during the quarter. Price develop-
sweet potatoes and groundnuts. ments will partly depend on how strongly supply responds
to recovering demand.



Other major international economic developments of rele The International Monetary Fund (IMF) on August 28,
vance to the domestic economy during the quarter ir2 009 bol stered its memberso
cluded: the ¥ meeting of the Special Implementation tion of Special Drawing Rights (SDRs) worth US$250 bil-
Committee (SIC) of the Nigertaouth Africa BiNational lion, followed by an additional allocation of $33.0 billion
Commission (BNC) held in Abuja from July-238, 2009. on September 9, 2009. With the two allocations totaling
The meeting had six working groups on Foreign Affairs$283.0 billion, the outstanding stock of SDRs would in-
and Cooperation; Agriculture, Water Resources and Envi crease nearly teifiold to about $316 billion(see August
ronment; Social and Technical; Trade, Industry and Fi- Report).

nance; Minerals and Energy; and Defence and Securit

(see July 2009 Report). In another development, thd" &\frican Growth and Op-
portunity Act (AGOA) Forum was convened by the Gov-
ernment of the Republic of Kenya in conjunction with the
United States (US) Government in Kenya from August 1

6, 2009 on the theme H@AReal:i
AGOA through Expansion of Tr
objective of the forum was to create a platform on which
both the US and the stftaharan African countries could
articulate their views and concerns in order to foster
closer economic ties for mutual benedfiee August Re-
port). Also, the summit of the Group of twenty2@ in-
dustrialized and emerging market economies was held
from September 24 25, 2009 in Pittsburgh, USA. The
leaders noted that the forceful policy response to the crisis
had helped to stop a dangerous, sharp decline in global
activity and stabilized financial markets. Industrial output
was now rising in nearly all economies and international
trade was starting to recover, while IMF analysis indi-
cated that the global economy is expected to grow at
nearly 3 per cent by 2010.

Also, theCommitteeof Ten African Ministers of Finance
and Governors of Central BankCémmittee of Ten) held
their third session in Abuja on July 14, 2009 under the
auspices of the African Development Bank, the Econom
Commission for Africa and the African Union Commis-
sion. The objective of the meeting was to review the late:
information pertaining to the impact of the global finan-
cial crisis on Africa; take stock of recent internal and in-
ternational developments; and agree on African perspec
tives to be fed into the global discussions, in particulal
during the G20 Leaders Summit in Pittsburgh on Septen
ber 26, 2009 (see July Report).

In a related development, the International Monetary
Fund (IMF) concluded its Article IV Consultation Mission
with the Nigerian authorities on July 29, 2009 and notec
that Nigeria entered the global financial crisis from a po-
sition of strong macroeconomic stability. The reforms o
recent years paid off, with oil savings, high international
reserves, and a wetlapitalized banking system preventing
the type of economic crisis Nigeria witnessed during th Lastly, the African Development Bank (AfDB) approved a
oil price cycles of the early 1980s (see July Repdnt). grant of US$1 million to AB Microfinance Bank Of Nigeria
another development, the "82rdinary Meetings of the (ABN) from the Fund for Africa Private Sector Assistance
Association of African Central Banks (AACB) was held ir (FAPA) on September 7, 2009. The Technical Assistance
Kinshasa, Democratic Republic of Congo (DRC) from (TA) contribution from FAPA, which accounted for 7.7
August 18 21 2009. The theme for the 2009 AACB An percent of the overall TA package, will be used te co

nual Meeti ngs was fAThe Fo finance the provision of technical assisted to ABN to buildc y
in Africa: The Relevance the capacity of the institution during its first few years af e e
gust Report). operation.



Figure 1: Aggreagate Money Supply in Nigeria (Quarterly and
Cummulative Growth Rates in Per cent)
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rian Stock Exchange (NSE) recorded mixed develop-

ments during the review quarter.
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Other assets (net) of the banking system, however,

.- - . eclined by 4.1 per cent to =N=4,419.6 billion, com-
Provisional data indicated growth in monetary aggregatgzared with the decline of 8.0 per cent in the preceding

in the third quarter, 2009, Broad moneyzjMose by 4.2 quarter The fall reflected largely the decline in un-

per cent to =N=9,458.5 billion, compared with the in y ;
crease of 0.9 per cent in the preceding quarter. NarroWSS'f'ed assets of the CBN during the quarter.

money (M), however, fell by 3.4 per cent to

Figure 2: Aggregate Domestic Credit to the Economy (Quarterly and

=N=4,333.5 hillion from the level in the preceding quar- Cummulative Growth Rate)
ter. The rise in Mwas accounted for largely by the 23.1 §§§ N
per cent increase in aggregate banking system credit 0 1\

e — 2 —

P 1|

the domestic economy (net) (fig. 1 and table 1). %} S

At =N=6,991.2 billion, aggregate banking system credi
(net) to the domestic economy increased by 23.1 p S [====qce| 75 | 20 | 12| 14| 78| 21| 4 | 1z
cent in the third quarter of 2009, compared with the ris [=—=occ| s | 19 | 86| 104] 38| 96| a4 21
of 17.8 per cent in the preceding quarter. The develo] | =——¢C| 69| 55| 166] 44| 167] 26| 8| 81
ment reflected largely the 14.7 per cent rise in claims ¢ e B e o He Bt Ea
the private sector, reinforced by the 2.1 per centincrea =l -t oot ot T
in claims on the Federal Government.
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Per cent

276 288 | 50.2 | 568 | 842 | -26 147 | 412

Banking systemds credit (net) to the Feder al Govern-
ment increased by 2.1 per cent to negative =N=2,820.2

billion, compared with the increase of 15.4 per cent i?r > C in-circulati q .
the preceding quarter. The rise was accounted fér urrencyn-circulation and Deposits at
wholly by the increase itheCBEBN6s holding of Federal

Government securities. - o .
At =N=1,031.9 billion, currency in circulation rose by

Banking systemés credit 2@&perchntin peptember 2G99 aver the level inithecr e a-
by 14.7 per cent to =N=9,811.4 billion, compared withsecond quarter, 2009. The increase was attributed

the increase of 4.0 per cent in the preceding qudrker. wholly to the 4.3 per cent rise in currency outside the

rise reflected | argel y t Hankiig3ystdm durng theperindd i ncr ease i n

claims on the sector (fig 2). Total deposits at the CBN amounted to =N=4,949.2

At =N=6,886.9 billion, foreign assets (net) of the bank_billion_, indicating a_decline of 7.0 per cent from the
ing system fell by 9.9 per cent, compared with the dd€Ve! in the preceding quarter. The development was
cline of 5.7 per cent in the preceding quarter. The deveditributed wholly to the fall in Federal Government

opment was attributed largely to thd.8 per cent de- deposits. The shares of the Federal Government,
cline in the CBNé6s holdi M@snks and fAotherso in total

86.2, 9.1 and 4.7 per cent, respectively, compared

Quasi money increased by 11.6 per cent to =N=5,125/4th the shares of 89.3, 5.3 and 5.4 per cent, in the
billion, compared with the increase of 6.0 per cent in thgecond quarter, 2009.

preceding quarter. The development was attributed to
the rise in all the components namely, time, savings and
foreign currency deposits of the (DMBS).



2.3  Money Market Developments

period. These included the reduction in Monetary Pol-

icy Rate, suspension of transactions at the Expanc
Discount Window, the injection of N420.0 billion into
five (5) Deposit Money Banks, the -ietroduction of
the interest rate corrid
of unsecured intebank market transactions. The ac
tions moderated risk expectations among market parti
pants as the spread between the unsecured and sec
transactions at the intérank market narrowed, while
the volume of transactions increased significantly.

Provisional data indicated that the value of money m:
ket assets outstanding as at ie®eptember 2009 was

Per cent

Figure 3:Selected Bank Interest Rates (Per cent
Average)
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=N=3,515.9 hillion, representing an increase of 13.5 per

cent over the level at entline 2009. The increase dur=

ing the period was attributed mainly to the 17.4, 29.25

and 27.6 per cent increase in Nigerian Treasury B_i”*ﬁ/estment in Commercial Papers (CPs) as a supple-
(NTB), Bankers Acceptances (BAs) and Commercigient to bank credit to the private sector rose in the re-
view period. The value of CPs held by DMBs rose by

=N=768.7 bilion at end
September 2009, as against a decline of =N=145.83
us, EPsjcqpstitiged 8,9 pey
of money market assets out-
g\;;_anding as at enBeptember 2009, compared with 25.9

a%%r cent at the end of the preceding quarter.

Papers (CPs).

=N=166.23 billion to

2.3.1 Interest Rate Developments

Availabledat a i ndicated a g e%”ié"}aéqn“%”%%?(}9-
deposit rates, while lending rates declined in the thf§nt of the total value

quarter, 2009. With the exception of the average s
ings deposit rate, which declined by 0.13 percent

ed

points to 2.80 per cent, all other rates on depositsz)é 3 Banker s &

various maturities increased from a range of 6.74

13.14 per cent in the preceding quarter to 6.88.84 Holdings of BAs by DMBs rose by 21.9 per cent to

per cent. Similarly, 812.33 per cent, average term de=N=96.1 billion as at enGeptember 2009, as against

posit rate rose by 44 basis points from the level in th® decline of 3.3 per cent in the preceding quarter. The
preceding quarteOn the other hand, the average primgse reflected the increase in investments by DMBs and
and maximum lending rates declined by 63 and 07 bagiscount houses. Consequently, BAs accounted for 2.7
points to 18.38 and 22.82 per cent, respectively. Conger cent of the total value of money market assets out-
quently, the spread between the weighted average tetahding at the end of the third quarter, compared with

3.2 Commercial Papers (CPs)

In tandem with activities at the intbank market, Nige-
ria Interbank Offered Rate (NIBOR) for the 7 and the
Activities in the money market were influenced by th@0-day tenors declined to 14.15 and 16.14 per cent at
various policy actions taken by the monetary authorifye end of the third quarter from 15.81 and 17.00 per
to inject liquidity into the economy during the reviewent respectively, in the second quarter 2009.

s

guar

Acceptances

deposit and maximum Iending rates narrowed frOZf_‘ﬁper cent in the preceding quarter.
11.00 percentage points in the preceding quarter to
10.49 percentage points. The margin between the aver-
age savings deposit and maximum lending rates, hque

ever, widened from 19.96 percentage points in the p
ceding quarter to 20.02 percentage poiltéth head-
line inflation rate at 10.4 per cent at eBdptember, all
deposit rateswith the exception of savings andday
rates, were positive in real terms

At the interbank call segment, the weighted averag
rate, which stood at 14.76 per cent in the precedi
quarter, fell to 12.66 per cemnteflecting the liquidity
condition in the intebank funds marketSimilarly,
weighted average rate at the Open Buy Back (OBB) f
from 7.32 per cent in June to 6.89 per cent at the end
third quarter.

Figure 4:Treasury Bills Holdings (N Billion)

|

NEillion E E E
3rd 4th 1st 2nd 3rd 4th 1st 2nd
Qir 07 | Qir 07 | Qir 08| Qir 08| Qir 08| Qfr 08| Qfir 09| Qir 09
BBanks/DH | 6769 | 5514 | 5506 | 4953 | 400.8 | 3524 | 3524 | 4171
BCBN 07 59 31 63 71 04 04 234
Others 03 176 | 122 | 733 | 640 | 1191 | 1191 | 2014
OTotal 6779 | 5749 | 5749 | 5749 | 4719 | 4719 | 4719 | 6419




2.3.4 Open Market Operations Consequently, cumulative lending facility granted to

] o . DMBs at endSeptember 2009 stood at
Aggressive mopup of excess liquidity remained sus—=N=10,659.29 billion, compared with
pended and there was no direct auction at the opeR=10,299.22 billion in the second quarter of 2009.
market. In the same vein, there was no purchase or spifta| deposits stood at =N=2,387.28 billion. The
of government securities through the tway quote |ending and deposit rates were fixed at 8.00 and 4.0
platform due to the unattractiveness of the offer ratssr cent, respectively, (plus and minus 2 per cent
quoted at the trading sessions. above and below the Monetary Policy Rate).

2:3.5 Primary Market 24 Deposit Money Bankso
?;;hznsrgngzgyn:::;i’ vl;lel?s ré?fgrzge]?;rl:ggEtl:;sdzfri?é%vailable data indicated that total assets/liabi_lities
the review period in line with the issue program. Tote(ﬂ'c the DMBS a”_“’“”ted to =N=16,731.5 billion,
NTBs issued and allotted was =N=322.22 billiofSPresenting an increase of pér cent over the
apiece, compared with the =N=341.60 billion apiec§"e! I the preceding quarter. The development was
issued and allotted in the second quarter. Public s ;r_|buted Iargely to the 13.8 per cent increase in
scriptions stood at =N=513.13 billion, compared witfy'3MS ON th9 private sector, reinforced by the 15.6
=N=560.30 billion in the second quarter. The range §€" Centrise in unclassified assets.

issue rates for the 9182- and 364day NTBs was Funds, which were sourced mainly from accumula-
from 2.806.75 per cent, compared with the range afon of time, savings and foreign currency deposits
2.006.50 per cent for the same tenors in the precedia@d capital accounts were used mainly for the exten-
quarter. All the auctions were oversubscribed as majion of credit to the private sector.

ket players showed stronger preference for-fisk

government securities. At =N=10,516.3 billion, credit to the domestic econ-

omy rose by 8.5 per cent over the level in the pre-
2.3.6 Bonds Market ceding quarter. The development was attributed
wholly to the 13.9 per cent increase in claims on the
FGN Bonds of 3, 5 and 2¢ear tenors were fepened private sector.
(in line with the restructuring of the domestic debt
profile to longer tenors) and offered to the publicintheent ral Bankos credit to the
period under review. Total issue and allotment durireer cent to =N=387.7 billion in the review quarter,
the third quarter, 2009 stood at =N=180.0 billion,coni-€f | ecti ng | argely the increa
pared with =N=170.0 billion, in the preceding quartevances to the DMBs.
Total subscriptions stood at =N=356.26 billion. Ay
breakdown of the total issues and allotments showe =2,287.4 billion, representing 25.0 per cent of

that =N=60.00 billion, =N=54.00 billion =~ and y,qir total current liabilities. At that level, the liquid-

=N=66.00 billion, were issued for the,3®- and 20 ity ratio fell by 6.9 percentage points from the pre-
year tenors, while the total subscriptions werg o 4 g quarterds level but t

=N=116.71 bi||i0n, =N=110.09 billion and :N=12946m|n|mum ratio of 25.0 per cent. The loas
billion, respectively. In the preceding quarter, iSS“&eposit ratio rose by 3.3 percentage points to 89.0
and allotment for the respective tenors were =N=75.0Q.. ~ant over the level in the preceding quarter, and

billion 3-year, =N=55.00 billion §ear and =N=40.00 g,ceeded the prescribed minimum target of 80.0 per
billion 20-year. The FGN Bonds were offered and alzg¢ by 9.0 percentage points.

lotted at marginal rates ranging between 71880

per cent, as against the issue rate range of R 5 Di
per cent, in the preceding quarter. The impressive su%'-
scription, especially for the 2fear tenor, reflected Total assets/liabilities of the discount houses stood

mar ket playersdo confi de aiC=R=3298 billioR t thd khBdecfudrtér 'bf 2609,0 N 0 my
and perceived stable and attractive yields on the instf{gicating a decline of 29.3 and 21.1 per cent from

tal specified liquid assets of the DMBs stood at

scount Housesd Acti

ments. the levels in the preceding quarter and the corre-
. _— sponding period of 2008, respectively. The fall in
2.3.7 CBN Standing Facilities assets was accounted for largely by the 53.1 per

The reintroduction of remuneration on standing desent declllne in claims on 0'_[hers, reinforced by the
J{;\II in claims on banks during the quarter. Corre-

spondingly, the fall in total liabilities was attributed

largely to the 41.9 per cent decline in other amount

owing during the period.

segment.



Di scount housesd i nvest Gumaldtiwly, i total Rrandaetiorss | on GEGN e Bondsie n t
securities of less than 91 days maturity rose by 10&h8ough the OTC were 13.31 billion valued at

per cent to =N=62.5 billion, representing 23.3 per ceril=14.02 trillion in 91,884 deals, compared with 6.81

of their total deposit liabilities. At this level, discounbillion shares worth =N=6.82 trillion in 54,985 deals
houses6 investments r o srecordedin the Sorrésponmdieg periodeohi2008.over t he
level in the preceding quarter. This level of investmept

was 36.7 percentage points below the prescribed mifi®-3 New Issues Market

mum level of 60.0 per cent for fiscal 2009. In the new issues market, 4.2 billion shares in favour of
Total borrowing by the discount houses WasTranzact International Plc were admitted on the Daily
=N=104.2 billion, while their capital and reservepsficial list by way of introduction at the price of

amounted to =N=41.8 billion. Thus, resulting in aN=4.80 per share. The Company was listed in the
gearing ratio of 2.5:1, compared with the stipulai§gformation Communication and Telecommunication

maximum target of 50:1 for fiscal 2009. subsector. Similarly, 400 million shares in favor of
. Portland Paints & Products Nigeria Plc were admitted

2.6 Capital Market Developments at a price of =N=10.00 per share in the Chemical &

2.6.1 Secondary Market Paints suksector. Also, 16.7 billion shares in favour of

African Alliance Insurance Company Plc were admit-
Available data indicated that the volume and value ' on the Daily Official List at a price of N3.50 per
traded securities rose by 6.3 and 3.9 per cent to 2gxre. The Company was listed in the Insurance sub-
billion shares and =N=207.1 billion, respectivelygector. By this action, the number of listed companies
compared with 27.2 billion shares and =N=199.4 bipcreased to 211. Similarly, the =N=18.5 billion Imo
lion in the second quarter. In the first nine months State Government of Nigeria 15.5% Fixed Rate Bond
the year, total turnover volume and value stood at 782@09/2016 Series 1 was admitted on the Daily Official
billion shares and =N=508.7 billion, respectiveTjre List. By this action, the number of listed State Govern-
banking suksector was the most active on the Exnent Bonds and securities increased to 7 and 294, re-
change with traded volume of 15.4 billion shares vapectively. During the review quarter, there were
ued at =N=135.4 billion exchanged in 246,837 deat¥entyone (21) supplementary listings, compared with
Transactiongduring the period included 100 units ofight (8) in the preceding quarter.

Lagos State Fixed Rate Bond worth =N=119,530. |, another development, five FGN boneghe FGN

Bond 2009 (Special Pension)? #GN Bond 2009 se-
ries 4, 6, and 11 were delisted from the Daily Official

Figure 5: Volume and value of traded secu

1200 list on maturity during the review period.
r 1000 | 2.6.4 Market Capitalization
- 800

L 600 The total market capitalization of the 294 listed securi-
| 8 ties declined by 11.4 per cent to =N=7.8 trillion from
400= ; .
5 the preceding quarterds | evel
talization was attributed to the price losses recorded by
the highly capitalized stocks. The 211 listed equities
accounted for =N=5.1 trillion or 65.8 per cent of the
total market capitalization.

3rd 4th 1st 2nd 3rd 4th 1st 2nd 3rd
Qtr Qtr Qtr Qtr Qtr Qtr Qtr Qtr Qtr
‘07 '07 08 '08 '08 '08 09 09 09

I Volume of traded securities 2.6.5 NSE All-Share Index

—o— Value of securities
The NSE AltShare Index, which opened at 26, 861.55,

2.6.2 OvertheCounter (OTC) Bonds Mar- closed at 22,065.00, representing a decline of 17.9 per
ket cent from the level in the preceding quarter. Relative to

the closing value of 31,450.78 on December 31, 2008,
Transactions on the owecounter (OTC) bond the yeasto-date decline in the NSE A$harelndex
segment of the market indicated that a turnover of 4fpod at 29.8 per cent. Also, the NS& Index declined
billion units worth =N=5.3 trillion in 38,418 deals wady 7.5 per cent to 835.68. The NSE Insurance Index
recorded in the review quarter, compared with a tofell by 15.1 per cent to close at 312.16, while the NSE
of 4.4 billion units valued at =N=4.2 trillion recorded~ood/Beverage Index also declined by 10.4 per cent to
during the preceding quarter. The most active bopldse at 451.46. The NSE Banking Index and NSE Oil/
measured by turnover volume was the 4th FGN Bofsds Index fell by 22.0 and 31.4 per cent to close, re-
2014 Series 3 with traded volume of 349.0 billioapectively, at 358.24 and 287.67.
units valued at =N=401.0 billion in 3,245 deals.




Figure 6: M arket capitalization and value index The balance of =N=60.25 billion went to the 13.0 per

8.0 00000 cent derivation fund for distribution by the oil producing
L 16000000 States. To bridge the shortfall in revenue for the period,
“or L s000000] the sum of =N=197.36 billion was drawn from the excess
o | 1000 Crude account and shared as follows: Federal Govern-
%g 1 | 30'0%'00 ment (=N=90.45 billion), State Governments (=N=45.88
ol T billion), Local Governments (=N=35.37 billion) and oil
a0l 72000000 producing states (=N=25.66 billion).

+ 10,000.00

+0.00
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Figure 7: Components of Federally Collected Revenue(=N= Billion)
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3.1 Federation Account Operations

Available data showed that total federadigilected  ow- :
revenue during the third quarter of 2009 stood o ronot

=N=1,218.30 billion, representing a decline of 8.1 per

cent from fthl% groportiontate but?,get eSt_iTat,e, tﬁ”‘ &2  The Fiscal Operations of the Three Tiers
increase of 16.6 per cent over the receipts in the pre-

ceding quarter. At =N=716.81 billion, oil receipts, of Government
which constituted 58.8 per cent of the total, was Iow%f 1
than the proportionate budget estimate by 7.9 per cen'tz'
but exceeded the receipts in the preceding quarter Ay =N=817.28 billion, Federal Government retained
2.9 per cent. The falh oil receipts relative to the pro- revenue for the third quarter 2009, was higher than the
portionate budget estimate was due to the significamtoportionate budget estimate and the receipts in the pre-
decline in oil production occasioned by the attacks @jeding quarter by 36.1 and 57.4 per cent, respectively.

oil facilities in the Niger Delta region. However, the

increase in oil revenue compared with the precedi% =N=1,011.22 billion, total estimated expenditure for

The Federal Government

quarter gives an indication of a positive impact of thE'€ review quarter rose by 24.9 and 12.2 per cent over

Federal Governmentos a mntgesPfoportiongte pupggtteﬁi;z%te qng the Igvel in they |

preceding quarter, respectivelyhe rise in total expendi-
Non-oil receipts, at =N=501.49 billion or 41.2 per cenfure relative to the budget estimate and the preceding
of the total, was lower than the budget estimate by 8gfiarter was attributed largely to the estimated increase in
per cent but exceeded the receipts in the preceditgpital releases and domestic interest payments during
quarter by 44.0 per cent. The decline relative to thRe quarter. A breakdown of total expenditsigowed
budget estimate was attributed largely to the fall ifhat the recurrent component accounted for 46.6 per cent,
customs and excise duties occasioned by decliniggpital component 49.7 per cent, while statutory transfers
trade volumes, Valuéddded Tax (VAT) and Independ- accounted for the balance of 3.7 per cent. As a percent-
ent Revenue of the Federal Government (fig 7). age of GDP, recurrent expenditure was 7.0 per cent,
hile capital expenditure and transfers stood at 7.4 and

As a percentage of GDP, oil revenue was 10.6 per ce .
.5 per cent, respectively.

while nonoil revenue stood at 7.4 per cent in the thir
quarter of 2009. The fiscal operations of the Federal Government in the

; third quarter, 2009, resulted in an overall deficit of
Of the total federallcollected revenue during the re- ' '
¥ venus turing =N=193.94 billion, compared with the deficits of

view quarter, the sum of =N=717.54 billion was trans- S .
ferredqto the Federation Account for distribution among - >02-23 billion in the p_re_cedlng quarter and the budg-
the three tiers of government and the 13.0 per cent d ed sum of =N=209.15 billion.

vation fund. The Federal Government receivefls a percentage of GDP, the fiscal deficit was 2.9 per
=N=346.26 billion, while the State and Local Governeent in the review quarter. The fiscal deficit was financed
ments received =N=175.63 billion and =N=135.4@om additional issuance of FGN Bonds, privatization
billion, respectively. proceeds and signature bonus.

on



3.2.2 Statutory Allocations to State Govern Figure 8: Trends in Oil and Non-Oil Share of

ments %00 GDP (in Per cent)

800 T
During the reviewquarter,total receipts, including the ;g [
13.0 per cent Derivation Fund and share of VAT by th 50 T
State Governments from the Federation Account stoc g ot |
at =N=354.81 billion. This represented a decline of £ 00
10.7 and 25.6 per cent from the levels in the precedir & ey —————— ——— ———
quarter and the corresponding period of 2008, respe %3; 1.’.;‘ § :i; %gf %ﬁf § %0".: 33'5
tlvely' GDPGrowh 57|61 |78 |58 |52]| 60| 82| 63| 72| 55
Further breakdown showed that ai=61.01 billion, et A P P ot o B Bt s e B

receipts from the VAT Pool Account rose by 9.5 pe
cent over the level in the preceding quarter, while re-
ceipts from the Federation Account stood at.0 DOMESTIC ECONOMIC CONDITIONS
=N=293.80 billion. On monthly basis, the sum of

=N=110.56 billion, =N=125.04 billion and =N=119.2
billion were allocated to the 36 state governments
July, August and September 2009, respectively.

3.2.3 Statutory Allocations to Local Gover
ment Councils 09,

Total receipts by the Local Governments from the F
eration and VAT Pool Accounts during th@rd quar-
ter of 2009 stood at =N=213.48 billioriThis was lower
than the level in the preceding quarter and the cor
sponding quarter of 2008 by 1.7 and 61.5 per cent,
spectively. Of this amount, allocation from the Feder
tion Account was =N=170.77 billion or 80.0 per cent ay
the total, while VAT Pool Account accounted fo
=N=42.71 billion or 20.0 per cent. On monthly basi
the sums of =N=67.09 billion, =N=75.50 billion an
=N=70.89 billion were allocated to the 774 local go
ernments in July, August and September 2009, res
tively.

3.3 Consolidated Federal Government D

At =N=3,635.88 billion or 13.5 per cent of GDP, the#.1  Agricultural Sector

total Federal Government debt as at -Segtember

2009, rose by 8.1 per cent over the level at-&uinie  Agricultural activities during the review quarter cen-

2009. The breakdown comprised of domestic debt d¢€red on harvesting of root crops, especially yams, irish

=N=3,058.19 billion and external debt of =N=577.70and sweet potatoes, and ground nuts, while farmers

billion (US$3.86 hillion). commenced the preparation of land and nurseries for

the cultivation of tomatoes, pepper, carrots, cabbage

. and other vegetables. Farmers also intensified the pro-

3.3.1 Domestic Debt duction of poultry products during the last month of the

uarter in preparation for the end of year festivals.
The domestic debt stock of the Federal Governmeﬁt prep y

outstanding at the end of the third quarter, 2009 Wgs,,jng the review period, a total of =N=3.38 billion

=N=3,058.19 billion, representing an increase of 8.7, -« guaranteed to 23,291 farmers under the Agricul-

per cent over the level at the end of the preceding quq[ja| Credit Guarantee Scheme (ACGS). This amount

ter. As a percentage of GDP, total domestic debt Wagy esented an increase of 83.7 and 279.0 per cent over
11.3 per cent. The rise in domestic debt was accountggy |evels in the preceding quarter and the correspond-
for by the issuance of additional FGN Bonds, INCréas@q neriod of 2008, respectively.

in treasury bills outstanding as well as the increase In
debt instruments via the introduction of promissory
notes during the quarter.



A subsectoral analysis of the loans guaranteed indikt 2,090.0 MW/h, estimated average electricity gen-
cated that the food crops sabctor had the largesteration increased by 7.5 per cent over the level at-
share of =N=2.43 billion or 72.1 per cent to 21,10tined in the preceding quarter. The rise reflected
beneficiaries, while the livestock sslector received the increase in water levels at the hydro dams as
=N=633.25 million or 18.7 per cent to 1,124 beneficiwell as improvement in the supply of gas to thermal
aries. Also, 352 beneficiaries in the fisheries -sulstations.

sector obtained =N=156.1 million or 4.6 per cent. In . o
the cash crops stdector, 507 beneficiaries gotAt 1,843.0 MW/h, estimated average electricity con-

=N=129.21 million or 3.8 per cent, while 147 benefiSUmption rose by 10.2 per cent over the level in the

ciaries in O6otherso ha dreceding guarteryOf the tptal, resigentiyy gonsgmp-z e r

cent. Further analysis showed that 33 states benefité! accounted for 52.6 per cent, commercial & street

from the scheme during the quarter, the highest ak@hting accounted for 27.1 per cent, while industrial

lowest sums of =N=474.5 million (14.0 per cent) angonsumption accounted for 20.3 per cent. The in-

=N=5.9 million (0.2 per cent) went to Katsina andréase in electricity consumption was attributed to the

Plateau Sites, respectively. marginal improvement in power supply experienced
during the review quatrter.

The retail prices of most staples recorded increase in

the third quarter of 2009. Eleven of the fourteen con Figes: ndef it Pt (59-10)

modities monitored recorded price increase, whig

ranged from 2.6 per cent for groundnut oil to 18.7 p¢ o

cent for brown beans over their levels in the precej:

ing quarter, while guinea corn, millet and yam flou| —

recorded price decline of 9.5, 15.1 and 22.5 per ce

respectively. The increase in the price of most con o

modities was attributed to the subsisting food situ *** g 07] qu.07] .08 o2.08] 0s.08] ou.08] r.00] 0209 Q.00

tion in the country in the aftermath of the global foo{ | == 3{:".:; S0l B W0 Mo hs ) M me, Be s

CrISIS Electricity | 190.9 1913 185.6 185.6 185.6 185.6 160.4 160.4 160.4

4.2  Industrial Production

Industrial activities during the third quarter of 2009,

indicated marginal improvement relative to the pre4.3 Petroleum Sector

ceding quarter. At 115.6 (1990=100), the estlmateigi geriads crude oil producti o

index of industrial production rose by 0.9 per cent

. X 4 d natural gas liquids was estimated at 1.73 million
over the level attained in the preceding quarter bfif -
declined by 1.9 per cent from trr)we Ievel%nqthe corre-arrEIS per day (mbd) or 159.16 million barrels (mbd)

. . : ring the third quarteof 2009 compared with 1.70
sponding period of 2008. The increase reflected tfr?n d or 156.70 mbd in the preceding quarter. This

Improvement in mining activities and electricity gen_represented an increase of 1.8 per cent. The develop-
eration. - .
ment was accounted for by the relative peace being
The estimated index of manufacturing production, &xperienced in the Niger Delta region as a result of
88.4 (1990=100), declined by 0.2 and 3.2 per cetithe Feder al Government 6s amne:
from the levels in the preceding quarter and corre-

sponding period of 2008, respectively. The estimatetrude oil export was estimated at 1.33 mbd or 122.36
capacity utilization also fell by 0.5 percentage pointsiillion barrels in the review period, compared with
to 53.0 per cent during the review quarter. The dé-30 mbd or 118.30 million barrels in the preceding
cline was attributed to the lull in industrial productionquarter. Deliveries to the refineries for domestic con-
due to rising production costs in the face of fallingumption remained at 0.445 mbd or 40.94 million
demand. barrels in the review quarter.

At 125.9 (1990=100), the index of mining produc- At an estimated average of US$70.05 per barrel, the

tion increased marginally by 0.8 per cent over thepr i ce of Ni geriabds reference
level attained in the preceding quarter but declined37° API), rose by 14.6 per cent over the level in the

by 1.7 per cent from the level in the correspondingpreceding quarter. The average prices of other com-

period of 2008. The rise was accounted for by theeting crudes namely, the West Texas Intermediate,

rise in crude oil and gas production, resulting fromthe U.K Brent and the Forcados also rose by 14.5,

the amnesty programme of the Federal Governmeni,5.1 and 15.7 per cent to US$68.03, US$68.79 and

which reduced the activities of militants in the Niger US$69.76 per barrel, respectively.

Delta region.



The average price of O P Hi@béerdpehod snfatioh rate for tledhird quanerofc r u d e

streams also, rose by 15.8 per cent to US$67.78 ov&D09, on a yeapn-year basis, was 10.4 per cent, com-
the level in the preceding quartdihe increase in price pared with 11.2 and 13.0 per cent in the preceding

was attributed to i nves guartesadd the eonrespordihg qogotar df 008, nespexf
global economic recovery. tively.
Figure 10: Trends in Crude Oil Price The inflation rate on a twelveonth moving average

basis for the third quarter of 2009, was 13.1 per cent,

0 compared with 13.7 and 9.2 per cent recorded in the
120 . . .
0 preceding quarter, 2009 and the corresponding period
Amount - of 2008, respectively.
(USY Barrel)
60
0 Figure 12: Inflation Rate in Nigeria (Per Cent)
20 20
0 18
3d | 4h [ 1st | 2nd | 3nd | ath | st | 2nd | 3d ©
AR AR AR " ——
12
Bonny Light | 77.76 | 91.99| 989 | 127.0| 1189 | 50.98| 46.15| 61.14 | 70.05 Per Cent 10
OpecBasket | 731 | 90.00| 884 | 1180 114.0 | 53.74| 425 | 58.51| 67.78 8
- 6
Period . 7‘—/
? Sep. 07 Dec.07| Mar.08 Jun. 08| Sep.08 Dec.08 Mar. 09 Jun.09 Sept.09
4 4 Consumer PrICeS — Inflation 12MMA 59 54 58 70| 92 | 16| 131 137| 131
. ~— Inflation Yr-on-Yr | 41 66 78 | 120| 13.0| 151| 144| 11.2| 104
Available data showed that the -@#ms composite
Consumer Price Index (CPI) for the end of the thir

quarter of 2009, was 212.4 (May 2003=100), repre-

senting an increase of 3.8 and 10.4 per cent over the

levels in the preceding quarter and the correspondirtg® EXTERNAL SECTOR DEVELOPMENTS
period of 2008, respectively. The development wes

attributed largely to the increase in the prices of foc

and nonralcoholic beverages.

The urban allitems CPI at the end of thhird quarter rovisional data indicated that foreign

of 2009, was 229.3 (May 2003=100), indicating & gxchange inflow through the CBN in the third quarter
increase of 2.6 and 8.1 per cent over the levels in T of 5009 rose by 5.8 per cent, while outflow fell by 1.4
preceding quarter and the corresponding quarter per cent. Similarly, total nopil export earnings re-
2008, respectively. Similarly, the rural sms CPl 'caints by hanks declined by 11.4 per cent from the level
for the quarter, at 205.1 (May 2003=100), represent j, the preceding quarter. The weighted average ex-
an increase of 4.3 and 11.5 per cent over_the Ie\{els change rate of the Naira v vis the US dollar, depre-
the preceding quarter and the corresponding period qiated by 2.1 per cent to =N=150.92 per dollar at the

2008, respectively. Wholesale Dutch Auction System (WDAS).

Fig.11: Quarterly Consumer Price Indices in 5.1 Foreign Exchange Flows
Nigeria (2003=100)
Foreign exchange inflow and outflow through the CBN
in the third quarter of 2009 amounted to US$5.67 bil-
lion and US$9.01 billion, respectively, representing a
net outflow of US$3.34 billion. Relative to the respec-
Number tive levels of US$5.36 billion and US$9.14 billion in
ey [y |y g | oy the preceding quarter, inflow rose by 5o@r cent,

o7 | o7 | 08| o8| 08 08 09| 09 | 09 while outflow fell by 1.4 per centThe increase in in-
flow was attributed to the 41.5 per cent rise in oil re-
ceipts, while the fall in outflow was due largely to the
2.5 per cent decline in Wholesale Dutch Auction Sys-
tem (WDAS) utilization during the review quarter.

Composite(170.2/167.4 171.6 184.1/192.4{192.6/196.2 204.7.212.4
Urban 186.9 191.4 196.3/204.7/212.1213.1/215.8 223.5229.3
Rural 163 | 157 [160.9 175.2(183.8 183.7187.8 196.6 205.1
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Figure 13: Foreign Exchange Flows Through the CBN (US$"

Million) 5.3 Sectoral Utilisation of Foreign Exchange

25,000.00

The invisibles sector accounted for the bulk (34.5 per
cent) of total foreign exchange disbursed in the third
quarter of 2009, followed by the industrial sector (19.0

e l_‘ per cent). Other beneficiary sectors, in a descending
2 '

20,000.00

15,000.00

5,000.00 order of importance, included: manufactured products

.- (16.5 per cent), minerals & oil (14.7 per cent), food
Mlijlﬁzrf.m-oo (10.4 per cent), transport (4.3 per cent) and agricultural
products (0.6 per cent) (Fig.14).

-10,000.00

2nd Qir | 3rd Qir | 4thQir | 1stQfr | 2nd Qir | 3rd Qfr
08 08 08 09 09 09

B inflow | 11,082.8| 14,554.9| 10,782.3 | 5,724.61 | 5,359.55| 5,672.22
== Outflow| 11,176.1| 10,860.3 | 18,934.4 |11,255.67 9,135.09( 9,114.89
Netflow | 9393 | 3,694.57-8,152.09| 5,531.06|-3,775.54| 3,342 67

Fig. 14: Sectoral Utilisation of Foreign Exchange
(Percentage of Total)
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Available data on aggregate foreign exchange flo

through the economy indicated that total inflo {i_’;rE]E:[_:_ﬂE

amounted to US$17.29 billion, representing an incre: R A I e i O R
of 34.1 per cent over the level in the preceding quatr @ aci 2000 | 241 | 00 | 106 | 221 | 53 | 24 | 106
and a decline of 39.2 per cent from the level in the c argarzoos | 19 | 06 [ 104 | 165 | 43 | 945 | 147
responding period of 2008. Qil sector receipts, whi Qodorzon | 7 1 77 1 70 [ o7 [ 27 [ 90 177
accounted for 26.0 per cent of the total, stood a
US$4.57 billion, compared with the respective levels Bf4 Foreign Exchange Market Developments
US$3.23 billion and US$13.81 billion in the preceding )
quarter and corresponding period of 2008, respectivé;lgs?.re'gn exchange demand by the authorized dealers
Non-oil public sector inflows, which accounted for .gfood at US$10.30 b|II|_on, |nd|cat|ng_ an increase of 6_.5
per cent of the total, however, declined by 48.1 per c&¥! cent over the level in the prgcedmg guarter. Relative
while autonomous inflow, which accounted for 67.2 p& the level in the corresponding period of 2008, de-
cent increased by 54.3 per cent. mand rose by 48.9_per cent. Consequently, a _total
amount of US$7.34 billion was sold by the CBN during
At US$9.24 billion, aggregate foreign exchange outfidfie Period, indicating a fall of 6.3 per cent from the
from the economy declined by 1.0.4 and 18.0 per ckel in the preceding quarter.

from the levels in the preceding quarter and the cofigider the WDAS, the weighted average exchange rate
sponding period of 2008, respectively. The fall in oWt the Naira visxvis the US dollar depreciated by 2.1
flow relative to the preceding quarter was accounted ﬁérr cent to =N=150.92 per dollar from =N=147.76 per
largely by the decline in funding of the WDAS segmeg@éliar in the preceding quarter. It also showed a depre-
of the foreign exchange market during the quarter unggiiion of 22.0 per cent from the level in the correspond-
review ing period of 2008. In the bureaale-change segment

of the market, the naira traded at an average of
5.2 NonQil Export Proceeds by Exporters =N=157.36 per doIIar,_compared Wi_th =N=175.68 and

=N=119.00 per dollar in the preceding quarter and the
Total noroi | export ear ni ngscorrbspondiNg guarteri ¢ @G08, eexppcavely. €Conse-
declined by 11.4 per cent to US$335.84 million from teently, the premium between the official and the bu-
level in the preceding quarter. A breakdown of the preauxde-change rates narrowed from 18.9 per cent in

ceeds in the review quarter showed that the proceedshefpreceding quarter to 4.3 per cent (fig. 16).
industrial, food products, manufactured products, trans-

port, agricultural, and minerals stood at US$213.93 n Figure 15: Demand for and Supply of Foreign Exchange
lion, US$9.15 million, US$74.29 million, US$0.03 mil 1
lion, US$35.38 million and US$0.01 million, respec Eﬁ A
tively. Amountin 9 - ——

(US$Bn) 2.00

The shares of industrial, food products, manufactui arr( o ow| o anfonl arl ar| or
products, transport, agricultural, and minerals -st
sectors in nowil export proceeds were 64.3, 2.8, 22.
0.0, 10.6 and 0.0 per cent, respectively, in the revi P—
guarter. The development was attributed largely to 1 BoC LB[ A7) o] 1or) 244] 34) 132) 03] 12
decline in the prices of the goods traded at the inter TRy || o) | o6| 9| er| acl| o | 2e| 2| 2ed
tional market.

Forex Sales at WDAS | 2.11| 1.60| 0.24| 1.08| 2.19| 6.58| 6.26| 6.90| 6.23

Forex Demand at
WDAS 272| 1.05| 1.06| 2.57| 3.47|13.25{ 9.83| 8.74| 9.19
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Fi " _— These fears contributed to the steepest drop in global
igure 16: ag Rate M .. .
200 activity and trade since World War II. Central banks

150 - ﬂﬁ reacted quickly with exceptionally large interest rate
cuts as well as unconventional measures to inject li-

100 1 quidity and sustain credit. Governments launched ma-

Rate=N=4#) 50 1 jor fiscal stimulus programs, while supporting banks
0 with guarantees and capital injections. Together, these

3rd | 4th| 1st|2nd| 3rd| 4th| 1st| 2nd| 3rd| 4th{ 1st] 2nd 3rd| . . .
ar|ar| ar | ar| ar| ar| ar| ar| ar| ar| ar| cd ar measures reduced uncertainty and increased confi-

%] 90| 07| 07| 071 07| 93) 98 05] 98] 991 9| 09 dence, fostering an improvement in financial condi-

— Average RDAS|128{1281128/127]126]120] 118|117117{121]146 147|150 - . .
" tions, as evidenced by strong rallies across many mar-
verage BDC (130]130[129]128{127]123/119]118{119]125{160]175|157

kets and a rebound of international capital flows.

Period
However, the environment remained very challenging
for lower tier borrowers. More generally, the risk of a
Figure 17: WDAS-BDC Exchange Rate Pre reversal was a significant market concern, and a num-
%8 (Quarterly) ber of financial stress indicators remained elevated.
16 Looking ahead, the policy forces that are driving the
i;‘ current rebound would gradually lose strength, and real
1g and financial forces, although gradually building, re-
6 mained weak. Specifically, fiscal stimulus would di-
‘2‘ A ] minish and inventory rebuilding will gradually lose its
OtgT—rsT T T TR T g influence. Meanwhile, consumption and investment are
= < 5 = = = gaining strength only slowly, as financial conditions
2 g’ 2 g 2 3 remained tight in many economies. The main short
g & S & & & term risk was that the recovery would stall. Premature
| Premium | exit from accommodative monetary and fiscal policies
seemed a significant risk because the peiciuced
rebound might be mistaken for the beginning of a
6.0 GLOBAL ECONOMIC CONDI- strong recovery in private demand.
TIONS

The modest growth in the global economy experienceldd general, the fragile global economy remained vul-
in the second quarter continued in the third quartenerable to a range of shocks, including rising oil prices,
following the strong performance of Asian economiesa Virulent return of HIN1 flu, geopolitical events, or
In the advanced economies, unprecedented public intéesurgent protectionism. However, shtatm risks
vention has stabilised activity and has fostered a retutiere not only on the downside, as evidenced by the
to modest growth in several economies. Emerging ari@cent, moreapid- thanexpected improvement in fi-
developing economies were generally further ahead dincial conditions. In particular, the poliayduced
the road to recovery, led by rebound in Asia. The rereduction in fears about a 1938lyle crash in activity
cent rebound in commaodity prices and supportive poliand the accompanying strong rebound in financial mar-
cies are helping many of these economies. World Bariet sentiment might induce a largbanexpected
economists stated that such economic vital signs &irge in consumption and investment across a number
industrial production, trade, and foreign direct investof advanced and emerging economies. Extending the
ments were picking up, though they were at consider&orizon to the medium term, there are other important
bly lower levels than before the financial crisis. But théisks to sustained recovery, mainly in the major ad-
gap between what the world can produce and what f&nced economies.
was actually producing is expected to remain very large
& about 6 percentage points of GDP for developingn the financial front, a major concern is that contin-
countries. Moreover, the higher borrowing costs andied public skepticism toward what is perceived as bail-
weak financial system would likely reduce the long rurputs for the very firms considered responsible for the
potential output of developing countries by as much a&isis undercuts public support for financial restructur-
4.0 percent of their GDP. ing, hereby paving the way to a prolonged period of
stagnation. On the macroeconomic policy front, the

Uncertainty and systemic risk in financial markets argyetest risk revolves around deteriorating fiscal posi-
now lower. The triggers for the rebound were attributed s

to strong public policies across advanced and many
emerging economies that have supported demand and
eliminated fears of a global depression.
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