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The Nigerian economy continued 

its recovery path as growth 

persists, inflation remains tepid and 

FX remains stable.  Whilst the 

coalescence of these factors has 

successfully driven fixed income 

yields downwards, negative 

sentiment emanating from offshore 

markets have largely driven yields 

upwards. The tactical measures 

taken in prior periods ahead of the 

expected capital market shift, 

bode well for the RSA Retiree fund 

allowing it to deliver  in the 7.62%

first half of 2018.

Fund Price Close H1 2018

H1 2018

GDP growth rate for Q1 2018 printed at +1.95% 
YoY, a slower rate than recorded in the Q4 17, 
+2.11%. This lagging pace mirrors the 
movement of the non-oil sector which only grew 
+0.76% YoY (Q4 17: +1.45%). The oil sector 
advanced by +14.77% as oil production hit 
2mbpd (Q4 17: 1.95mbpd). 

+1.95%
2 MBPD

Official exchange rate remained flat at 
~N305.8/$1 in H1 2018 (Dec 2017: 
N305.5/$1). Similarly, the exchange rates 
at the I&E window remained relatively 
unchanged at N356.25/$1. Parallel Rates 
still stand at ~N362/$1. 
The CBN has continued to keep a close 
eye on these markets, intervening in the 
FX market when it deems fit.
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The CBN retained at the Monetary Policy 
rate at 14% despite easing inflationary 
pressures, as the MPC is wary of rocking 
the boat and causing any ruckus. 

The rate of increase in consumer prices 
have eased significantly with inflation 
printing at 11.61% YoY in May (May 17: 
16.25%). The tepidity is partly attributable 
to the absence of fresh shocks as well as 
lingering high base effect as year-on-year 
food and non-food inflation moderate to 
13.45% (May 17: 19.27%YoY) and 9.71% 
(May 17: 13.15% YoY) 

11.61%0.09%

We believe that the CBN's resolve to 
ensure a non-repeat of the FX challenges 
that branded the market in 2016 and early 
2017, will keep them compelled to 
maintain price stability. With CBN reserves 
at a healthy level well over $47billion we 
believe it is well armed to defend the naira 
in the over the next 8 – 12 months. 

We expect that inflation should maintain 

its downward trajectory over the H2 2018 

and close the year at sub 10% levels.  

Whilst we expect improving growth and 
inflation expectations raise scope for a cut 
in interest rates, we believe currency 
concerns will continue to limit the scale of 
the cut.  

We expect that the 2019 elections will heighten 
political risks over H2 2018 and cause a lull in 
trading activity, instigating the market to trade 
sideways and, more likely than not, decline.  
Similarly, we expect to see yields in the fixed 
income market spike as the elections draw near 
and investors begin to de-risk their portfolios. 

We expect GDP growth to remain in positive 

territory over H2 18 hinged on continued 

stability in the oil sector in the light of relative 

peace in Niger Delta. Also, we expect stability in 

the FX market to continue to buoy non-oil GDP.

 H2 2018
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Regulatory 
Update 

The National Pension Commission (“PenCom”) recently published the Amended Regulation on 

Investment of Pension Fund Assets which introduces the Multi-Fund structure for the industry. In line 

with this guideline, the current RSA Active fund will be split into Fund I, Fund II and Fund III effective the 
st1  of July 2018. The objective of the new RSA Multi-Fund regime is to achieve optimum returns for 

contributors by aligning the management of their pension assets with their individual risk/return profiles 

as well as provide investment portfolio choices to contributors.

After recording a return of 17.91% by mid-
January, the NSE ASI began a slow and steady 
decline and returned 0.09% YTD as at the end of 
June.
Lower government borrowings following the 
net repayment of debt over H1 2018, lower 
inflation pushed treasury bill yields lower to an 
average of 14.1% from 22% in the 
corresponding period of 2017. Similarly, 
average bond yields have declined to an 
average of 13.42% from 16.27% in the first half 
of 2017

FY ‘17: 15.09% 
H1 ’18: 7.62% 
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