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1.0 Surnmary

Provisional data indicated increase in monetary aggregates in
August 2009. Broad money (M) and narrow money (M;) rose
by 6.4 and 4.8 per cent over their levels in July 2009, respec-
tively. The expansion in M, was attributed wholly to the rise in
banking system’s credit (net) to the domestic economy.

Available data indicated mixed development in banks’ deposit
and lending rates. The margin between the average savings
deposit and maximum lending rates increased from 20.04
percentage points in July to 20.28. The spread between the
weighted average term deposit and maximum lending rates,
however, narrowed marginally from 10.83 percentage points
in the preceding month to 10.64. Similarly, the weighted aver-
age inter-bank call rate, which stood at 18.10 per cent in the
preceding month, declined to 10.00 per cent at end-August
2009, reflecting the liquidity condition in the banking system.

The value of money market assets outstanding grew by 2.8 per
cent to =N=3,275.5 billion over the level in the preceding
month. The development was attributed largely to the 4.3 and
52.6 per cent increase in Commercial Papers (CPs) and Bank-
ers’ Acceptances (BAs), respectively. Activities on the Nigerian
Stock Exchange were bearish as all the major market indica-
tors trended downward in the review month.

The major agricultural activities in August 2009, included the
harvesting of crops, particularly maize and yam. Nigeria’s
crude oil production, including condensates and natural gas
liquids, was estimated at 1.75 million barrels per day (mbd) or
54.25 million barrels for the month, compared with 1.69 mbd
or 52.39 million barrels in July 2009. Crude oil export was
estimated at 1.30 mbd or 40.3 million barrels for the month,
while deliveries to the refineries for domestic consumption
remained at 0.445 mbd or 13.80 million barrels. The average
price of Nigeria’s reference crude, the Bonny Light (37° API),
estimated at US$74.0 per barrel, increased by 11.2 per cent
over the level in the preceding month.

The inflation rate for August 2009, on a year-on-year basis,
was 11.0 per cent, compared with 11.1 per cent in the preced-
ing month. The inflation rate on a twelve-month moving aver-
age basis was, however, 13.3 per cent, compared with 13.4 per
cent in the preceding month.

Foreign exchange inflow and outflow through the Central
Bank of Nigeria (CBN) amounted to US$1.88 billion and
US$3.80 billion, respectively, resulting in a net outflow of
US$1.92 billion in August 2009. Relative to the respective lev-
els in the preceding month, inflow and outflow rose by 11.2
and 80.1 per cent, respectively.

The rise in inflow was attributed largely to the increase in
crude oil receipts, while the rise in outflow was due largely to
the respective increase in Wholesale Dutch Auction System
(WDAS) utilization and other official payments. Foreign ex-
change sales by the Central Bank of Nigeria (CBN) to end-users

through the authorized dealers stood at US$3.07 billion, indi-
cating an increase of 68.7 per cent over the level in the pre-
ceding month, while demand rose by 9.7 per cent to US$4.09
billion.

The weighted average exchange rate of the Naira vis-a-vis the
US dollar, depreciated by 2.2 per cent to =N=151.86 per dol-
lar at the WDAS. In the Bureau-de-change segment of the mar-
ket, the rate also, depreciated by 2.5 per cent to =N=158.95
per dollar.

Other major international economic developments of relevance
to the domestic economy during the review month included: the
33" Ordinary Meetings of the Association of African Central
Banks (AACB) held in Kinshasa, Democratic Republic of
Congo (DRC) from August 17—21 2009. The theme for the
2009 AACB Annual Meetings was “The Formulation of Mone-
tary Policy in Africa: The Relevance of Inflation Targeting”.

In another development, the African Caucus, comprising Afri-
can Governors of the International Monetary Fund and World
Bank met in Freetown, Sierra Leone from August 12 — 13,
2009. The meeting considered the draft Memorandum to be
submitted to the Heads of the Bretton Wood Institutions (BWIs)
at the IMF/World Bank Annual Meetings in October, 2009.
The Memorandum, among other things, expressed concern
over the delay in IMF quota and voice reform.

Also, the United Kingdom Department for International Devel-
opment (DFID) met with African Governors of the Bretton
Woods Institutions (BWIs) on the role of International Finan-
cial Institutions (IFIs) in supporting growth in Africa. The
discussions were intended to articulate the position of Africa
on the IFIs, especially the BWIs as input into the presentation
of the G-20 Chairman, Prime Minister Gordon Brown to the
upcoming G-20 Summit in the USA.

In a related development, the International Monetary Fund
(IMF) on August 28, 2009 bolstered its members’ reserves
through an allocation of Special Drawing Rights (SDRs) worth
US$250 billion. The allocation of SDRs by the IMF boosts
member countries’ reserves because SDRs can be turned into
usable currencies. This could be a way for countries to aug-
ment their reserves in times of need, and also a means for
countries to obtain other currencies that they may use in inter-
national transactions.

The 8" African Growth and Opportunity Act (AGOA) Forum
was convened by the Government of the Republic of Kenya in
conjunction with the United States (US) Government in Kenya
from August 1 — 6, 2009 on the theme “Realizing the Full Po-
tential of AGOA through Expansion of Trade and Investment”.
The objective of the Forum was to create a platform on which
both the US and the sub-Saharan African countries could ar-
ticulate their views and concerns in order to foster closer eco-
nomic ties for mutual benefit.



monetary aggregates increased in
August 2009, while banks’ deposit and lending rates
indicated mixed developments. The value of money
market assets increased, largely on account of the rise
in Commercial Papers (CPs) and Bankers Accep-
tances (BAs). Transactions on the Nigerian Stock Ex-
change (NSE) were bearish as all the major market
indicators trended downward during the review

2.1 Menetary and Credit Developments

Provisional data indicated increase in monetary aggre-
gates at end-August 2009. Broad money (M,) rose by
6.4 per cent to =N=9,455.0 billion, in contrast to the
decline of 2.1 per cent in July 2009. Similarly, narrow
money (M,) increased by 4.8 per cent to =N=4,509.2
billion, as against the decline of 4.0 per cent in the pre-
ceding month. The rise in M, reflected wholly the in-
crease of 10.6 per cent in banking system credit (net) to
the domestic economy (fig.1 and table 1). Over the
level at end-December 2008, M, rose by 3.1 per cent.

Aggregate banking system’s credit (net) to the domes-
tic economy rose by 10.6 per cent to =N=6,569.4 bil-
lion in August 2009, compared with the increase of 4.6
per cent in the preceding month. The development was
attributed wholly to the 7.3 per cent increase in claims
on the private sector.

At =N=3,088.0 billion, banking system’s credit (net) to
the Federal Government declined by 1.0 per cent, com-
pared with the fall of 7.2 per cent in July 2009. The fall
was attributed wholly to the decline in both deposit
money banks’ (DMBs) holding of government securi-
ties and Federal Government deposits during the
month.

Banking system’s credit to the private sector rose by
7.3 per cent to =N=9,688.6 billion, compared with the
increase of 5.5 per cent in July 2009. This reflected
largely the increase in DMBs’ claims on other private-
sector (fig 2).

At =N=7,498.4 billion, foreign assets (net) of the bank-
ing system declined by 0.7 per cent, compared with the
fall of 1.2 per cent in the preceding month. The devel-
opment was attributed wholly to the fall in the CBN’s
holding.

Figure 1: Aggregate Money Supply in Nigeria (Monthly &
Cumulative Growth Rates in Per cent)
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Quasi money rose by 7.9 per cent to =N=4,945.9 bil-
lion, in contrast to the decline of 0.2 per cent in July
2009. The development reflected the increase in all the
components, namely, time, savings and foreign cur-
rency deposits of the DMBs.

Other assets (net) of the banking system fell by 0.2 per
cent to =N=4,612.8 billion, compared with the decline
of 8.5 per cent in the preceding month. The fall was
attributed to the decline in unclassified assets of both
the CBN and the DMBs.

2.2 Cunrency-in-circulation and Depasits at the
CBN

At =N=1,019.4 billion, currency in circulation in-
creased by 1.1 per cent in August 2009 over the level in
the preceding month. The rise was due to the 7.1 per
cent increase in currency vault cash.

Figure 2:Aggregate Domestic Credit To The Economy (Monthly
&Cumulative Growth Rate)
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Total deposits at the CBN amounted to =N=5,318.3 billion,
indicating a 2.1 per cent decline from the level in July 2009.
The development was attributed wholly to the 3.5 per cent fall
in Federal Government deposits. The shares of the Federal
Government, banks and “others” in total deposits at the CBN
were 88.1, 4.2 and 7.7 per cent, respectively, compared with
the shares of 89.4, 3.7 and 6.9 per cent, in July 2009.

2.3  Jnterest Rate Developments

Available data indicated mixed developments in banks’ de-
posit and lending rates in August 2009. With the exception of
the average seven-day deposit rate, which declined margin-
ally by 0.19 percentage point to 6.69 per cent, other rates on
deposits of various maturities rose from a range of 12.57 -
13.22 per cent in July 2009 to 12.97-13.98 per cent. Similarly,
the average maximum lending rate rose by 0.25 percentage
point to 23.05 per cent. The average prime lending rate, how-
ever, fell by 0.59 percentage point to 18.31 per cent. Conse-
quently, the spread between the weighted average term de-
posit and maximum lending rates, narrowed marginally from
10.83 percentage points in the preceding month to 10.64 per-
centage points. The margin between the average savings
deposit and maximum lending rates, however, widened from
20.04 percentage points to 20.28 percentage points.

The weighted average inter-bank call rate, which was 18.10
per cent in the preceding month, declined to 10.0 per cent at
end-August 2009, reflecting the liquidity condition in the bank-
ing system. Similarly, the weighted average rate for the Open
Buy Back (OBB) fell by 89 basis points to 6.63 per cent, from
7.52 per cent in the preceding month. In tandem with activi-
ties at the inter-bank market, the Nigeria Inter-bank Offered
Rate (NIBOR), 7- and 30 -day tenored segment fell by 667
and 537 basis points, respectively, to 12.27 and 14.29 per
cent, from 18.94 and 19.66 per cent in the preceding month.

24  Meney Market Developments

Activities in the money market showed improvement relative
to the level in the preceding month, reflecting the effects of
some of the policy actions announced by the Bank after the
Monetary Policy Committee meeting in July 2009. There was
no direct auction at the open market. However, deposit money
banks continued to patronise the repurchase window and the
standing lending facilities which helped to stabilise the market.
At the primary market for NTBs and FGN Bonds, public par-
ticipation remained impressive as market players showed
preference for government securities. Activities at the two-
way quote trading platform were, however, dismal as bid rates
offered were unattractive. Following improved liquidity and the
guarantee on inter-bank transactions by the CBN, inter-bank
rates declined and were much lower than in the preceding
month.

Provisional data indicated that the value of money market
assets outstanding as at end—August 2009, was =N=3,275.5
billion, representing an increase of 2.8 per cent above the

Yigure 3: Seleded Bank InterestRates (Per Cert, Monthly Average)
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level at end-July 2009. The increase was attributed to the 4.3
and 52.6 per cent rise in both commercial papers and bank-
ers’ acceptances, respectively.

At the primary segment of the market, Nigerian Treasury Bills
of 91-, 182- and 364-day tenors, totalling =N=105.22 billion
were offered, with each issue amounting to =N=30.22 billion,
=N=45.0 billion and =N=30.00 billion, respectively. Total pub-
lic subscription for all the auctions amounted to =N=169.10
billion, while the sum of =N=105.22 billion was allotted to the
public. In the preceding month, total issue and allotment were
N125.35 billion apiece, while public subscription was N206.92
billion. All the auctions were therefore oversubscribed as in
the preceding month, reflecting market players’ strong prefer-
ence for government securities. The range of issue rates for
the 91-, 182- and 364-day NTBs were from 3.49 per cent to
5.60 per cent, while in the preceding month, the issue rates
ranged from 2.80 to 5.75 per cent for the 91-, 182- and 364-
day NTBs.

FGN Bonds, of 3-, 5 and 20- year tenors (re-opened) were
offered to the public in the review month. A total of =N=60.00
billion, made up of =N=20.00 billion 3-year, =N=20.00 billion,
B-year and =N=20.00 billion, 20-year FGN Bonds were of-
fered and allotted at marginal rates of 8.09, 8.99 and 10.74
per cent, respectively, with total subscription of =N=121.26
billion. In July, total subscription for the 3-, 5- and 20-year (re-
opened) FGN Bonds was =N=138.22 billion, while =N=60.00
billion was allotted at coupon rates of 8.14, 9.39 and 11.00
per cent, respectively. The preference for longer-tenored
securities, whose yields were perceived to be stable and
attractive, also buoyed subscription at the auctions.



Investment in Commercial Papers (CPs) as a supple-
ment to banks’ credit to the private sector rose in the
review period. The value of CPs held by DMBs grew by
=N=31.6 billion to =N=7768.7 billion at end-August
2009, compared the increase of =N=134.59 billion at
end-July 2009. Thus, CPs constituted 23.5 per cent of
the total value of money market assets outstanding as at
end-August 2009, compared with 23.1 per cent at the
end of the preceding month. Holdings of Bankers Ac-
ceptances (BAs) by DMBs rose by 52.6 per cent to
=N=96.1 billion as at end-August 2009, as against the
decline of 15.1 per cent in the preceding month. The
rise reflected the increase in investments by deposit
money banks and discount houses. Consequently, BAs
accounted for 2.93 per cent of the total value of money
market assets outstanding at end-August 2009, com-
pared with 1.98 per cent in the preceding month.

In line with the Bank’s lax monetary policy stance to
ensure adequate liquidity in the banking system, aggres-
sive mop—up of excess liquidity remained suspended
and there was no direct auction at the open market. In
the same vein, there was no purchase or sale of govern-
ment securities through the two-way quote platform as
the bid/offer rates quoted at the trading sessions were
unattractive.

2.5  Depasit Meney Banks’ Uctivities

Available data indicated that total assets/liabilities of
the DMBs amounted to =N=16,509.0 billion, represent-
ing an increase of 4.2 per cent over the level at end-July
2009. Funds, sourced mainly from deposit mobilization
and claims on the government, were used largely in the
extension of credit to the private sector and settlement
of unclassified liabilities.

At =N=10,410.8 billion, credit to the domestic economy
rose by 8.1 per cent over the level in July 2009. The
breakdown showed that credit to government declined
by 8.8 per cent from the level in the preceding month,
while credit to the core private sector rose by 7.2 per
cent.

Central Bank’s credit to the DMBs rose by 75.6 per cent
to =N=338.7 billion in August 2009, reflecting the in-
crease in overdraft facilities to the DMBs.

Total specified liquid assets of the DMBs was
=N=2,515.3 billion, representing 27.6 per cent of their
total current liabilities. This level of assets was 5.0 per-
centage points below the preceding month’s level, but
exceeded the stipulated minimum ratio of 25.0 per cent
for fiscal 2009 by 2.6 per cent. The loan-to-deposit ratio
rose by 5.7 per cent to 90.0 per cent, which exceeded
the stipulated maximum target of 80.0 per cent by 10.0
percentage points.

2.6 Discount Fouses Uctivities

Total assets/liabilities of the discount houses stood at
=N=382.0 billion at end-August 2009, representing a
decline of 19.0 per cent from the level in the preceding
month. The fall in assets was attributed to the 27.5 per
cent decline in “claims on others”, reinforced by the
22.5 per cent fall in claims on the Federal Government,
while the decline in total liabilities was attributed
largely to the 40.2 and 13.6 per cent rise in “other
amount owing” and “money-at-call”, respectively.

Discount houses’ investments in Federal Government
securities of less than 91 days maturity amounted to
=N=33.1 billion, representing 10.5 per cent of their total
deposit liabilities. At this level, discount houses’ invest-
ments in Federal Government securities declined by
35.6 per cent from the level in the preceding month,
and was below the stipulated minimum of 60.0 per cent
for fiscal 2009 by 49.5 percentage points.

Total borrowings by the discount houses was =N=36.2
billion, while their capital and reserves amounted to
=N=41.8 billion, resulting in a gearing ratio of 3.4:1,
compared with the stipulated maximum target of 50:1
for fiscal 2009.

2.7  Capital Marfeet Developments

Available data indicated that activities on the Nigerian
Stock Exchange (NSE) further trended downward in
August 2009 due largely to the sustained illiquidity in
the financial system. The volume and value of traded
securities declined by 0.1 and 5.1 per cent to 9.91 bil-
lion shares and =N=68.7 billion in 15,726 deals, re-
spectively, compared with 9.92 billion shares valued at
=N=72.4 billion in 187,748 deals in July 2009. Total
volume of shares traded between January and August
2009 was 66.22 billion valued at =N=442.7 billion,
while 141.6 billion shares valued at =N=1.92 trillion
were traded in the corresponding period of 2008.



The banking sub-sector was the most active on the Ex-
change with a traded volume of 4.5 billion shares val-
ued at =N=39.1 billion in 72,026 deals, followed by the
insurance sub-sector with a traded volume of 2.2 billion
shares valued at =N=2.2 billion in 31,172 deals. There
were no transactions on the Federal Government and
industrial loans/preference stocks

Transactions on the over-the-counter (OTC) bond seg-
ment of the market indicated that a turnover of 1.01
billion units worth =N= 1.2 trillion in 8,602 deals was
recorded in August, as against a total of 2.0 billion
shares valued at =N=2.2 trillion in 14,953 deals in the
preceding month. The most active bond by turnover
volume was the 4th FGN Bond 2014 Series 3 with
traded volume of 105.4 million units valued at N120.6
billion in 1,034 deals. This was followed by the 5th
FGN Bond 2028 Series 5, with a traded volume of
103.0 million units valued at =N=141.8 billion in 965
deals. Twenty-three (23) of the available thirty-seven
(37) FGN Bonds were traded in the review month,
compared with thirty-four (34) in the preceding month.

Cumulatively, total transactions on FGN Bonds
through the OTC between January and August were
11.6 billion valued at =N=12.1 trillion in 77,021 deals,
compared with 5.71 billion units worth =N=5.72 tril-
lion in 45,465 deals recorded in the corresponding pe-
riod of 2008.

In the new issues market, there were five (5) supple-
mentary listings during the month, same as in the pre-
ceding month.

In a another development, three (3) FGN bonds - the 3™
FGN Bond 2009 series 4, 6 and 12 - were delisted
from the Daily Official list on maturity and confirma-
tion of payment, thus bringing the number of listed
FGN Bonds de-listed to twenty-nine (29).

The Nigerian Stock Exchange All-Share Index (ASI),
declined by 9.0 per cent to 23,009.1 (1984 = 100),
compared with the fall of 5.9 per cent in July 2009.
Relative to a closing value of 31,450.78 at end-
December 2008, the year-to-date decline in the NSE
ASI stood at 26.8 per cent. Similarly, the NSE Food/
Beverage Index dipped by 4.3 per cent to close at
483.66, while the NSE Banking Index fell by 10.0 per
cent to close at 370.8 in the review month. The NSE
Insurance Index and the NSE Oil/Gas Index declined
by 10.4 and 11.6 per cent to close, respectively, at
312.41 and 317..82.

The market capitalization of the 292 listed securities
closed at N7.9 trillion, indicating a decline of 6.6 per
cent from the level in July 2009. The fall in market
capitalization was attributed to the price losses in some
equities and the delisting of some FGN Bonds. The 210
listed equities accounted for =N=5.3 trillion or 66.5 per
cent of total market capitalization down from the
=N=5.8 trillion recorded in the preceding month.

Figure 5: Volume and Value of Traded Securities
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he major agricultural activities in most
parts of the country centred on harvesting of crops,
particularly maize and yam. Crude oil production was
estimated at 1.75 million barrels per day (mbd) or
54.25 million barrels during the month. The end-
period inflation rate for August 2009, on a year-on-
year basis was 11.0 per cent, compared with 11.1 per
cent recorded in the preceding month. The inflation
rate on a 12-month moving average basis was 13.3
per cent, compared with 13.4 per cent in July 2009.

31  Qguicultunal Sector

Agricultural activities during the month of August in
the Northern part of the country, received a boost fol-
lowing the steady rainfall during the period, while ac-
tivities in the Southern States centered on harvesting of
crops, particularly maize and yam.

A total of =N=912.3 million was guaranteed to 6,064
farmers under the Agricultural Credit Guarantee
Scheme (ACGS) during the month. The amount guar-
anteed represented an increase of 64.3 and 28.2 per
cent over the levels in July 2009 and the corresponding
month of 2008, respectively. A sub-sectoral analysis of
the loans guaranteed indicated that the food crops sub-
sector had the largest share of =N=678.3 million or
74.4 per cent to 5,513 beneficiaries, while the livestock
sub-sector received =N=148.9 million or 16.3 per cent
to 358 beneficiaries. Also, one hundred and eleven
(111) beneficiaries in the fisheries sub-sector received
=N=56.0 million or 6.1 per cent and sity— five (65)
beneficiaries in the cash crops sub-sector received
=N=26.3 million or 2.9 per cent. The sum of =N=2.8
million or 0.3 per cent was guaranteed to twenty-one
(21) beneficiaries in the “others” sub-sector.

Analysis by state showed that 22 states benefited from
the scheme, with the highest and lowest loans of
=N=252.9 million (27.7 per cent) and =N=4.0 million
(0.4 per cent) guaranteed to Katsina and Rivers states,
respectively.

Retail price survey of most staples by the CBN showed
mixed development as at end-August 2009. Eight of the
commodities monitored, recorded price decline ranging
from 0.7 per cent for palm oil to 16.2 per cent for local
rice, from their levels in the preceding month. Six of
the commodities, however, recorded price increase
ranging from 1.59 per cent for yellow maize to 10.9 per
cent for brown beans.

Relative to their levels in the corresponding month of
2008, eight of the commodities recorded price decline
ranging from 3.9 per cent for yam flour to 16.5 per cent
for groundnut oil, while six commodities recorded
price increase ranging from 2.5 per cent for guinea corn
to 34.3 per cent for white garri.

3.2 Petralewm Sector

Nigeria’s crude oil production, including condensates
and natural gas liquids, was estimated at 1.75 million
barrels per day (mbd) or 54.25 million barrels for the
month, representing an increase of 3.6 per cent over the
level in the preceding month. Similarly, crude oil ex-
port was estimated at 1.30 mbd or 40.3 million barrels
in the review period, while deliveries to the refineries
for domestic consumption remained at 0.445 mbd or
13.80 million barrels for the month.

At an estimated average of US$74.00 per barrel, the
price of Nigeria’s reference crude, the Bonny Light
(37° API), rose by 11.2 per cent over the level in July
2009. The average prices of other competing crudes
namely, the West Texas Intermediate, U.K Brent and
Forcados also, rose by 11.4, 10.9 and 10.4 per cent to
US$70.94, US$72.59 and US$73.38 per barrel, respec-
tively. Over the level in July 2009, the average price of
OPEC’s basket of eleven crude streams increased by
10.6 per cent to US$71.42 per barrel. The development
was attributed to investors’ renewed optimism of the

Figure 7: Trends in Crude Oil Price
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global economic recovery due to improvements in Eco-
nomic activities in some of the world’s top energy con-
suming nations.



3.3  Consumer Prices

Available data showed that the all-items composite
Consumer Price Index (CPI) in August 2009 was 211.3
(May 2003=100), representing an increase of 1.1 per
cent over the level in the preceding month.

Figure 8: Monthly C: C nNigeria
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The urban all-items CPI at end-August 2009 was 228.9
(May 2003=100), indicating an increase of 0.7 per cent
over the level in the preceding month. The rural all-
items CPI for the month was 203.7 (May 2003=100),
and represented an increase of 1.3 per cent over the
level in the preceding month. The end-period inflation
rate for August 2009, on a year-on-year basis, was 11.0
per cent, compared with 11.1 per cent in the preceding
month. The inflation rate on a twelve-month moving
average basis for August 2009, was 13.3 per cent, com-
pared with 13.4 per cent in July 2009.

Figure 9 Inflation Rate in Nigeria (Per Cent)

Per Cent ———

oo uhep oberoor uhec dhan upeo parudher

niavon12MMA| 78 | 85| 92101 |109]| 116 120|126 13.1| 135] 138| 137 134| 133

htaon Yr-on-Yr| 140|124 130| 147 | 148| 151 | 140| 146 144| 133] 132 12| 111] 110]

Foodintafon | 209|188 17.1| 192|181 | 180| 184|200 162| 153| 157| 131 | 129] 127|

Core Infafion 48| 39| 69| 79| 93|104| 80| 722|118/ 109| 99| 85| 83| 80

rovisional data indicated that for-
eign exchange inflow and outflow through the CBN
in August 2009 rose by 11.2 and 80.1 per cent, re-
spectively, over the levels in the preceding month. The
weighted average exchange rate of the Naira vis-a-vis
the US dollar, depreciated by 2.2 per cent to
=N=151.86 per dollar at the Wholesale Dutch Auc-
tion System (WDAS).

4.1 Foreign Eaxchange Flows

Foreign exchange inflow and outflow through the CBN
in August 2009 were US$1.88 billion and US$3.80
billion, respectively, representing a net outflow of
US$1.92 billion. Relative to the respective levels of
US$1.69 billion and US$2.11 billion in the preceding
month, inflow and outflow rose by 11.2 and 80.1 per
cent, respectively. The rise in inflow was attributed
largely to the increase in crude oil receipts, while the
rise in outflow was due largely to the respective in-
crease in Wholesale Dutch Auction System (WDAS)
utilization and other official payments.

Provisional data on aggregate foreign exchange flows
through the economy indicated that total inflow was
US$4.57 billion, representing an increase of 6.6 per
cent over the level in the preceding month but declined
by 51.90 per cent from the level in the corresponding
month of 2008. Oil sector receipts, which accounted for
36.1 per cent of the total, stood at US$1.88 billion,
compared with US$1.50 billion in the preceding
month. Non-oil public sector inflow rose by 23.0 per
cent and accounted for 5.0 per cent of the total.
Autonomous inflow rose by 3.6 per cent and accounted
for 58.9 per cent of the total. At US$3.86 billion, ag-
gregate foreign exchange outflow from the economy
rose by 77.4 per cent over the level in the preceding
month.

Figure 10: Foreign Exchange Flons Through the CBN ($' Milion)
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4.2 Non-Oil Expont Earnings by Expontens
Total non-oil export earnings received by banks de-
clined by 39.6 per cent from the level in the preceding
month to US$81.8 million. The development was at-
tributed largely to the decline in the prices of the goods
traded at the international market. A breakdown of the
proceeds in August 2009 showed that proceeds of in-
dustrial, manufactured products, food products, trans-
port, agricultural, and minerals sub-sectors stood at
US$35.4 million, US$38.8 million, US$2.1 million,
US$0.3 million, US$2.9 million and US$2.6 million,
respectively.



The shares of industrial, food products, manufactured
products, transport, agricultural, and minerals sub-
sectors in non-oil export proceeds were 43.3, 2.6, 47.0,
0.4, 3.5 and 3.2 per cent, respectively, in the review
month.

4.3 Sectonal Utilisation of Foreign Eaxchange

Invisibles accounted for (22.3 per cent) of the total
foreign exchange disbursed in August 2009, followed
by manufactured products (19.8 per cent). Other bene-
ficiary sectors, in a descending order of importance
included;  food products (17.8 per cent), industrial
(17.3 per cent), oil & mineral (11.6), transport sector
(7.7 per cent), and agricultural sector (3.5 per cent)

(Fig.11).

Figure 1

f Foreign ( f Total)

30

20

15
10

el = trnvisibles|Min-& O
SAg09 | 173 35 178 198 77 23 106

OJut 09 215 08 118 23 48 22 106
Bun0 | 24 06 115 | 263 6 29 | 124

Figure 12: Average Exchange Rate Movements
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4.4 Foreign Exchange Maifiet Developments

Aggregate demand for foreign exchange by authorized
dealers under the Wholesale Dutch Auction System
(WDAS) was US$4.09 billion in August 2009, indicat-
ing an increase of 9.7 and 90.3 per cent over the levels
in the preceding month and the corresponding month of
2008, respectively.

At US$3.07 billion, the amount of foreign exchange sold
by the CBN to authorized dealers rose by 68.7 per cent
over the level in the preceding month. Under the
WDAS, the weighted average exchange rate of the Naira
vis-a-vis the US dollar depreciated by 2.2 per cent to
=N=151.86 per dollar.

In the Bureau-de-change segment of the market, the
average rate also depreciated by 2.5 per cent to
=N=158.95 per dollar. Consequently, the premium be-
tween the official and bureau-de-change rates widened
from 4.4 per cent in the preceding month to 4.7 per
cent.

50 OTHER INITERNATIONAL
ECONOMIC DEVELOPMENT S

World crude oil output in August 2009 was estimated at
83.1 million barrels per day (mbd), compared with 83.9
mbd recorded in the preceding month, while demand
stood at 84.2 mbd, indicating an increase of 0.4 per cent
over the level in the preceding month.

Other major international economic developments of
relevance to the domestic economy during the month
included: the 33™ Ordinary Meetings of the Association
of African Central Banks (AACB) held in Kinshasa,
Democratic Republic of Congo (DRC) from August
17—21 2009. The theme for the 2009 AACB Annual
Meetings was “The Formulation of Monetary Policy in
Africa: The Relevance of Inflation Targeting”.

The major highlights of the Meetings were:

® The recommendation for the selection of the Euro-
pean Central Bank (ECB) to conduct the study on
the strategy to be adopted for the establishment of
the African Central Bank (ACB).

e The BCEAO should invest the AACB funds on
terms to be agreed upon with the Executive Secre-
tariat and endorsed by the Governors.

® The need for macroeconomic convergence and sub-
regional approach in the pursuit of monetary inte-
gration.

® The Governors adopted the work programme of the
AACB for 2010 and appointed Mr. Jean-Claude
Masangu Mulongo, Governor of the Central Bank
of Congo as the new President of the AACB for
2009/2010.

® The Governors also selected the themes “Lessons
Africa Should Learn from the International Finan-
cial and Economic Crisis: Mechanisms for Mitiga-
tion and Coordination of Responses” and “The Role
of African Central Banks in the Regulation and Sta-
bility of the Financial System” for the 2010 Conti-
nental seminar and symposium, respectively.



In another development, the African Caucus, comprising
African Governors of the International Monetary Fund
and World Bank met in Freetown, Sierra Leone from Au-
gust 12 — 13, 2009. The Meeting considered the draft
Memorandum to be submitted to the Heads of the Bretton
Woods Institutions (BWIs) at the IMF/World Bank An-
nual Meetings in October, 2009. The Memorandum,
among other things, expressed concern on the delay in
IMF quota and voice reform. The Memorandum also wel-
comed the reforms undertaken by the IMF to overhaul its
low income countries (LICs) financing framework, nota-
bly by streamlining structural conditionality, providing
short-term and emergency financing, increasing the access
limits and norms of concessional instruments along with
those for General Resource Agreement (GRA) resources.
The Memorandum expressed concern that Africa’s infra-
structure deficit continued to widen compared with other
regions. The Governors therefore, called on the World
Bank to scale up resources for investments in infrastruc-
ture, leverage financing from other donors, and help con-
vert donors’ commitments into real resource flows to the
sector. The need for an Infrastructure Trust Fund to be set
up was highlighted.

Also, the United Kingdom Department for International
Development (DFID) met with the African Governors of
the BWIs on the role of International Financial Institutions
(IFIs) in supporting growth in Africa. The discussions
were intended to articulate the position of Africa on the
IF1s, especially the BWIs as input into the presentation of
the G-20 Chairman, Prime Minister Gordon Brown to the
upcoming G-20 Summit in the USA.

The Governors made the following observations, among
others:

® There was need for the BWIs to understand the local
dynamics of individual countries including the macro-
political environment before setting benchmarks.

® Many countries noted that their major problem was
limited resources and therefore requested that SDR re-
sources could be turned into resources for development
and not only for balance of payments purposes.

In a related development, the International Monetary Fund
(IMF) on August 28, 2009 bolstered its members’ reserves
through an allocation of Special Drawing Rights (SDRs)
worth US$250 billion, followed by an additional alloca-
tion of $33.0 billion on September 9, 2009. With the two
allocations totaling $283.0 billion, the outstanding stock
of SDRs would increase nearly ten-fold to about $316
billion. The allocation of SDRs by the IMF boosts mem-
ber countries’ reserves as SDRs could be turned into us-
able currencies which could assist countries to augment
their reserves in times of need, and to obtain other curren-
cies that they may use in international transactions. About
$110 billion of the combined allocations would go to
emerging markets and developing countries, including
over $20 billion to low-income countries as most of them
currently face difficult spending decisions following the
global economic crisis. Under the voluntary trading ar-
rangements, individual Fund members stand ready to buy
and sell SDRs within certain limits, thereby effectively
establishing an SDR market. The IMF acts as a broker and
arranges transactions between prospective buyers and
sellers of SDRs at no cost. These voluntary arrangements
have ensured the liquidity of the SDR for more than two
decades.

® The disbursement of funds by the BWIs often takes
too long due to bureaucracy and therefore needed to be
addressed.

®  On G-20 consultation and reform, the Governors ad-
vised that there should be permanent representation of the
low-income countries at the G-20 Summit. In addition,
more low-income countries should be involved in the con-
sultation and progress report on actions taken.

The 8" African Growth and Opportunity Act (AGOA)
Forum was convened by the Government of the Republic
of Kenya in conjunction with the United States (US) Gov-
ernment in Kenya from August 1 — 6, 2009 on the theme
“Realizing the Full Potential of AGOA through Expansion
of Trade and Investment”. The objective of the forum was
to create a platform on which both the US and the sub-
Saharan Aftrican countries could articulate their views and
concerns in order to foster closer economic ties for mutual
benefit.
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