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FOREWORD

The global economy was confronted with headwinds: energy shocks, demand and supply side constraints,
Russian-Ukraine war and China’s strict zero coronavirus disease (covid) policy which resulted in frequent
lockdowns. Furthermore, the sharp appreciation of the United States dollar adversely affected most emerging
markets and developing economies (EMDEs) and contributed to elevated price levels. The persistence of these
shocks weighed in on the performance of global output and exacerbated inflation pressures in both Advanced
Economies (AEs), and EMDEs. Thus, global output growth declined to 3.40 per cent in 2022, from 6.20 per
cent in 2021. In addition, the surge in inflation prompted major central banks, including the Central Bank of
Nigeria (CBN) to rapidly hike interest rates, one of the highest episodes of global rate hikes recorded in

decades.

In Nigeria, the gross domestic product (GDP) grew by 3.10 per cent in 2022, lower than 3.40 per cent in 2021.
The factors attributable to the moderation in growth included contractionary monetary policy and the
resilience of domestic economic agents, despite the pass-through effects of the shocks in the global economy.
The Bank maintained its commitment to ensuring price stability, reigning in inflationary pressures, anchoring
inflation expectations, and enhancing the potential for non-inflationary inclusive growth and sustained
economic development. Hence, the Monetary Policy Committee (MPC) increased the Monetary Policy Rate
(MPR) in four out of its six meetings in 2022, to a peak of 16.50 per cent in November 2022, with the
asymmetric corridor retained at +100/-700 basis points. Similarly, Cash Reserve Requirement (CRR) was

increased to 32.50 per cent, while the Liquidity Ratio (LR) was retained at 30.00 per cent.

The prospect beyond 2022 is one of cautious optimism as global economies remain fragile; overshadowed by
the fallouts of the Russia-Ukraine crisis and persistent tightening of global financial conditions. Barring any
major shocks, the Nigerian economy is projected to normalize its output growth trajectory with concerted
fiscal policy support, and the Bank’s monetary policy stance aimed at achieving non-inflationary growth

outcomes.

Dr. Kingsley Obiora
Deputy Governor, Economic Policy
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PREFACE

The 2022 Financial Markets Department Annual Activity Report is the 13th in the series. The Report covers
a comprehensive representation of activities of the Department in its drive to implement the monetary policy
decisions of the Bank toward achieving price stability. It is our hope that this Report provides an invaluable

addition to other reportage on the Nigerian financial system.

The Activity Report is structured into seven chapters. Chapter one presents an overview of global and domestic
developments. The operations in the domestic money market are highlighted in chapter two. Chapter three
elucidates relevant developments in the foreign exchange market. A synopsis of the performance of the capital
market is provided in chapter four. The developments in the Federal Government domestic debt market are
highlighted in chapter five. Activities of internal and inter-agency committees are considered in chapter six.
In chapter seven, salient developments in the Nigerian financial markets are presented.

This edition of the Report also contains a box information on the Central Bank of Nigeria Digital Currency,
e-Naira. An appendix consisting of financial markets regulatory guidelines and circulars issued or revised in

2022 is also included for ease of reference.

| appreciate the relentless efforts of the staff of the Department for their sustained commitment to ensuring
that our financial markets are global, organized, liquid, diversified, and transparent towards fostering the

realization of the Bank’s mandates.

Angela Sere-Ejembi, Ph.D.

Director, Financial Markets Department
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| OVERVIEW

1.1  Global Economy

The global economy slowed in 2022 as output declined by 2.80 percentage points to 3.40 per cent, compared
with 6.20 per cent in 20211, The decline reflected the effect of some factors that included persistent energy
price volatility arising from the Russia-Ukraine war, supply chain disruptions, elevated inflation, and interest
rates hike by most central banks - higher than observed in several decades. In addition, China’s strict zero
covid policy impacted negatively, as it resulted in frequent lockdowns of major industrial sites, even though
the covid-19 pandemic effects receded in most parts of the world. At the end of the year, however, the
relaxation of China’s strict Covid-19 policy provided some prospects for growth.

The slowdown in global economic growth rate in 2022, the weakest in over two decades, varied across
countries and regions. Growth in the advanced economies, measured by gross domestic product (GDP),
declined to 2.70 per cent, compared with 5.40 per cent in 2021. The contributory factors to the decline in the
advanced countries were the effects of contractionary monetary policy occasioned by interest rates hikes,
dwindling purchasing power, energy supply shocks and the surge in inflation. Consequently, growth in the
United Kingdom (UK) dipped to 4.10 per cent, compared with 7.60 per cent in 2021. In France, growth
weakened to 2.60 per cent against 6.80 per cent in 2021, due to the observed factors, in addition to slowdown
in demand for exports. In the United States of America (USA), growth waned to 2.00 per cent, compared with
5.90 per cent in 2021. Similarly, growth in Germany and Japan slumped to 1.90 per cent and 1.40 per cent
against 2.60 per cent and 2.10 per cent, respectively, in 2021.

Similarly, growth in the Emerging Market and Developing Economies (EMDESs) decelerated to 3.90 per cent
compared with 6.70 per cent in 2021. In India, the GDP declined to 6.80 per cent, as against 8.70 per cent in
2021. The downturn in growth was influenced largely by weak demand and a sharp decline in consumption.
China, on the other hand, contracted to 3.00 per cent compared with 8.40 per cent in 2021, owing to prolonged
lockdowns in major industrial sites, and the property sector crisis occasioned by the default of Evergrande
Group. Also, the economies of Mexico and South Africa slowed to 3.10 per cent and 2.60 per cent,
respectively, against 4.70 per cent and 4.90 cent in 2021. In Russia, GDP was -2.20 per cent against 4.70 per
cent in 2021, owing to the negative effects of the war against Ukraine and the sanctions imposed by the

European Union and its allies.

In the advanced and EMDEs, inflation was at its highest levels in decades, attributable to varied, but,

interconnected factors. These included the effects of the Russia-Ukraine war, energy shocks, supply chain

1 https:/ /www.imf.org/en/publications/weo
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bottlenecks, and the easing of covid-19 lockdown restrictions by most countries. According to the
International Monetary Fund (IMF), inflation rates for the advanced and EMDEs were 7.30 per cent and 9.90
per cent, respectively, in 2022 compared with 3.10 per cent and 5.90 per cent, in 2021. The unprecedented
growth in global inflation prompted monetary authorities to embark on contractionary measures to stem the
tide.

In the USA, inflation surged to 8.10 per cent in 2022, from 4.70 per cent in 2021. Inflation in Japan trended
upward to 2.00 per cent in 2022, from -0.20 per cent in the preceding year. In the European Union, inflation
stood at 10.4 per cent in 2022, compared with 5.30 per cent in 2021. In the EMDEs, inflation rates in Brazil,
Russia, India, China, Malaysia and Egypt were 9.28 per cent, 13.80 per cent, 5.72 percent, 1.97 per cent, 3.38
per cent and 13.90 per cent in 2022, compared with 8.30 per cent, 6.69 per cent, 5.13 per cent, 0.98 per cent,
2.48 per cent and 5.21 per cent in 2021, respectively.

In sub-Saharan Africa, inflation rose to 14.40 per cent in 2022, from 11.10 per cent in 2021. This was
attributable to the persistent rise in food prices and energy shortages. South Africa recorded an inflation rate
of 6.70 per cent in 2022, compared with 4.60 per cent in 2021. In Ghana, inflation skyrocketed to 27.20 per

cent, from 10.00 per cent in the preceding year.

1.2 Domestic Economy

The Nigerian economy remained on the path of positive output performance for eight consecutive quarters
since exit from the recession in 2020. The performance was driven largely by the significant contribution of
the non-oil sector, particularly in the services, information and communications sub-sectors, complemented

by the sustained policy support by the monetary and fiscal authorities.

In 2022, the Nigerian gross domestic product (GDP) grew by 3.10 per cent, compared with 3.40 percent in
2021. The fall in the GDP was attributable to the effects of energy shocks and inflationary pressures resulting
from the Russia-Ukraine war, foreign exchange challenges, insecurity and massive flooding, amongst others.
The growth performance showed that the non-oil sector contributed 94.33 per cent to the GDP in 2022, higher
than the 92.76 per cent recorded in 2021. The growth of 4.84 per cent in the non-oil sector during the year,
compared with 4.44 per cent in 2021, was driven mainly by the information and communication; services;
financial and insurance services; agriculture; and manufacturing sub-sectors. Meanwhile, the oil sector
contributed 5.67 per cent to the GDP following its decline by -19.22 per cent in 2022, compared with -8.30
per cent in 2021. The weak performance of the oil sector was largely attributable to reduced crude oil
production owing to oil theft and vandalism.

12
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The domestic price trend in 2022 indicated a steady acceleration in headline inflation, which rose from 15.60
per cent in January to 21.34 per cent in December, compared with 16.47 per cent in January and 15.63 per
cent in December, 2021. The upward trend in inflation in 2022 was attributed to the effects of the Russia-
Ukraine crises on energy prices, accentuated by the prolonged shortage of premium motor spirit, deficit
financing, interest rate hikes and exchange rate pressures. Other factors included the lingering insecurity in
some parts of the country, flooding in major food-producing states, and infrastructure deficit. Consequently,
headline inflation remained above the implicit target of between 6.00 and 9.00 per cent.

1.3 Monetary Policy

In a bid to ensure monetary and price stability, the Central Bank of Nigeria maintained its accommodative
policy stance until May 2022, when it adopted a contractionary stance to curb persisting inflationary pressures.
Consequently, the Monetary Policy Committee (MPC) increased the Monetary Policy Rate (MPR) for the first
time in nearly two years, by 150 basis points to 13.00 per cent in May 2022, from 11.50 per cent in September
2020. As inflation trended higher, the MPC increased the MPR further to 14.00 per cent in July, 15.50 per
cent in September, and 16.50 per cent in November 2022. In addition, the Cash Reserve Requirement (CRR),
which was retained at 27.50 per cent until July 2022, was increased by 500 basis points to 32.50 per cent in
September 2022. However, the Liquidity Ratio (LR) was retained at 30.00 per cent, while the asymmetric
corridor for the Standing Lending Facility (SLF) and Standing Deposit Facility (SDF) were maintained at
+100/-700 basis points.

1.4 Nigerian Financial Markets Operations
1.4.1 Money Market

The liquidity conditions in the money market were influenced largely by fiscal flows, the effects of CRR
maintenance operations, application of loan-to-deposit ratio (LDR) policy, provisioning and settlement of
foreign exchange interventions, issuances/maturity of government securities and the implementation of the
naira redesign policy. Thus, market players' response to the developments influenced interest rates in all

segments of the market.

1.4.2 Foreign Exchange Market

To enhance foreign exchange supply, the Central Bank of Nigeria (CBN or the Bank) sustained the
implementation of policies on naira-4-dollar, 100 for 100 Policy for Production and Productivity and
agricultural funding schemes, among others. In addition, the “Race to US$200 billion Programme (RT200 FX
Programme)” was introduced during the year to facilitate non-oil production, value addition for exports and
the repatriation of export proceeds. Regular interventions in the market were conducted to address demand for

invisibles and other trade transactions.
13
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1.4.3 Capital Market Developments

The Nigerian stock market recorded a bullish performance, despite five successive bearish months, between
June and October 2022. Consequently, the All-Share Index (ASI) and Market Capitalization (MC) closed at
51,251.06 points and N27.91 trillion, respectively, higher than 42,716.44 points and N22.30 trillion in 2021.
The stellar performance of the market in the review period was driven mainly by the listing of new firms and
increased participation by domestic investors, both individuals and institutional. Other developments in the
market included the introduction of the African Exchange Linkage Project (AELP), Securities and Exchange
Commission (SEC) approval of the rules for listing on the Nigerian Exchange Group (NGX) Technology
Board, and the launch of the Exchange Traded Derivatives market.

1.4.4 Federal Government Domestic Debt

In compliance with its debt management strategy, the Federal Government maintained its reliance on domestic
sources to fund the deficit in the national budget. The total domestic debt at end-December 2022 was
N22,189.23 billion, representing an increase of ¥2,947.22 billion or 15.32 per cent, when compared with
N19,242.01 billion in 2021. The increase was mainly from new issuances of Federal Government of Nigeria
(FGN) Bonds, FGN Promissory Notes and Nigerian Treasury Bills (NTBs).

The debt stock in 2022 comprised FGN Bonds (including FGN Special Bonds) 316,421.56 billion or 74.01
per cent and NTBs N4,422.72 billion or 19.93 per cent. Others are FGN Promissory Notes ¥508.90 billion or
2.29 per cent, FGN Sukuk N742.56 billion or 3.35 per cent, Federal Republic of Nigeria (FRN) Treasury
Bonds ¥50.99 billion or 0.23 per cent, FGN Green Bonds ¥15.00 billion or 0.07 per cent and FGN Saving
Bonds N27.51 billion or 0.12 per cent. The cost of debt service increased by 25.96 per cent to N2,619.45
billion, compared with 32,079.55 billion at end-December 2021. The increase in the cost of debt service in
2022 was due to the increase in coupon rates and volume of FGN bonds and Promissory notes issued during

the year.

1.4.5 Activities of Internal and Inter-Agency Committees

The Financial Markets Department (FMD) sustained its engagements with internal and external stakeholders
to promote synergy, enhance collaboration and facilitate the understanding of financial markets policies and
initiatives of the Bank. Some of the committees are Liquidity Assessment Group (LAG), Non-Interest
Financial Institutions Product Development Committee (NIFI-PDC), Fiscal Liquidity Assessment Committee
(FLAC), Financial Regulation Advisory Council of Experts (FRACE) and the Financial Services Regulation
Coordinating Committee (FSRCC).
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1.4.6 Other Developments in the Nigerian Financial Market

Several other initiatives, policies, and measures by the monetary authority impacted the Nigerian financial
markets within the review period. Some of these included the introduction of the RT200 FX Programme,
amendment of the policy on global standing instruction (individual), the naira redesign policy and revised
cash withdrawal limit, amongst others.

1.4.7 Guidelines and Circulars

The Bank issued new guidelines and revised some of the existing guidelines and circulars to operators in the
financial market to guide their activities. The details of the releases are in the Appendix of this report. The
CBN Rule Book, which is a compendium of all Bank guidelines and circulars, is also available in three

volumes on the Bank’s website: www.chn.gov.ng
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I DOMESTIC MONEY MARKET OPERATIONS

Domestic money market was impacted by fiscal flows, Cash Reserve Requirement (CRR)
maintenance operations, Open Market Operations (OMO), foreign exchange interventions and
maturing FGN and CBN securities. In furtherance to its price stability objective, the Bank adopted
a contractionary monetary policy stance to moderate inflation and anchor expectations. Thus,
interest rates reflected the trend in liquidity conditions.

2.1  Liquidity Management

Liquidity inflows into the banking system during the review period was influenced, largely by fiscal
disbursements to the three tiers of Government, repayments of matured CBN bills, Federal Government (FGN)
Bonds, Nigerian Treasury Bills (NTBs) and implementation of the naira redesign policy. Conversely, liquidity
was moderated by provisioning and settlement of foreign exchange sales, Cash Reserve Requirements (CRR)
debits, sale of CBN bills, FGN Bonds and Nigerian Treasury Bills (NTBS).

To effectively manage liquidity and stem rising inflation, which rose from 15.60 per cent in January to 21.34
per cent in December 2022, the Monetary Policy Committee increased the Monetary Policy Rate for the first
time in nearly two years, by 150 basis points to 13.00 per cent in May 2022, from 11.50 per cent in September
2020. The MPC further increased the MPR to 14.00 per cent in July, 15.50 per cent in September, and 16.50
per cent in November 2022. In addition, the Cash Reserve Requirement (CRR), which had been stable at 27.50
per cent since January 2020, was increased by 500 basis points to 32.50 per cent in September 2022. However,
the Liquidity Ratio (LR) was retained at 30.00 per cent, while the asymmetric corridor for the Standing
Lending Facility (SLF) and Standing Deposit Facility (SDF) were maintained at +100/-700 basis points.

2.1.1 Open Market Operations

In the pursuit of maintaining optimum liquidity in the banking system, Open Market Operations (OMO) was

used as an effective instrument for liquidity management in 2022.

21.1.1 Open Market Operations Auctions

In 2022, CBN Bills worth N13,942.65 billion were offered, while total subscription and sales amounted to
N17,967.00 billion and N13,892.64 billion, respectively, compared with N13,779.55 billion, N18,992.95
billion and N13,648.05 billion, offered, subscribed, and sold, respectively, in 2021. The marginal increase in
OMO sale auctions was attributable to tightening of monetary conditions aimed at curbing inflationary

pressure. Consequently, there was a marginal increase in the cost of liquidity management in the review period
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to N1,177.12 billion compared with N1,115.85 billion in the previous year (Chart 2.1, Chart 2.2, and Table
2.1).

The tenors of the auctioned CBN Bills ranged from 88 to 364 days, at stop rates that ranged from 3.7000 to
17.0000 per cent. In the preceding year, the tenors ranged from 82 to 365 days, at stop rates of 1.5100 to
12.5800 per cent (Table 2.1). The rates at the auctions trended upwards, in tandem with market realities and

the contractionary monetary policy stance in the latter part of 2022.

Chart2.1  Open Market Operations, January-December 2022
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Chart2.2  Open Market Operations, January-December 2022
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2.1.2 Discount Window Operations

Authorized dealers at the discount window were provided access to temporary liquidity through Tenored
Repurchase Facility (TRF) and Standing Lending Facility (SLF). Access to the window mandates the
provision of eligible securities as collateral as prescribed by the Bank. Authorized dealers were also provided

with a window to accommodate their excess liquidity via the Standing Deposit Facility (SDF).
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2.1.2.1 Tenored Repurchase Transactions

The total request for tenored repurchase (repo) transactions in 2022 was N11,283.38 billion, a decrease of
N2,825.09 billion from N14,108.47 billion in 2021. In the review period, the applicable interest rates for the
4-to 90- day tenors ranged from 14.00 per cent to 15.00 per cent from January 1 to May 23; 15.00 per cent to
16.50 per cent from May 24 to July 18; 16.50 per cent to 17.50 per cent from July 19 to July 22; 18.00 per
cent to 19.00 per cent from July 25 to September 26; 19.50 00 per cent to 20.50 per cent from September 27
to November 21; and 20.50 per cent to 21.50 per cent from November 22 to December 31. In comparison,
rates ranged from 16.00 per cent to 17.00 per cent between January and April 13, 2021, and 14.00 per cent to
15.00 per cent between April 14 and December 31, 2021. Consequently, total interest earned on tenored repo
in 2022 decreased by 45.71 per cent to N41.59 billion, from N76.61 billion in 2021, owing the participants’
preference for overnight facility and the contractionary monetary policy stance (Table 2.2).

2.1.2.2 CBN Standing Facilities

During the year, authorized dealers accessed the Standing Facility to square up their liquidity positions on an
overnight basis, either by borrowing or depositing excess reserves at the Bank. The trend at the discount
window showed a higher patronage for SLF than SDF. Applicable rates for the SLF and SDF were reviewed
from 12.50 and 4.50 per cent to 14.00 and 6.00 per cent in May; 15.00 and 7.00 per cent in July; 16.50 and

8.50 per cent in September and 17.50 and 9.50 per cent in November, respectively.

2.1.2.2.1 Standing Lending Facility

The average daily amount of SLF was N73.66 billion in 204 transaction days, inclusive of N51.88 billion
Intraday Liquidity Facility (ILF) converted to SLF. The average daily interest charged was N0.05 billion. In
2021, the average daily amount of SLF was N60.52 billion in 207 transaction days, inclusive of N21.60 billion
ILF converted to SLF, while average daily interest income stood at N0.03 billion (Table 2.3). The increased

patronage in SLF in the review period reflected the occasional tight liquidity conditions in the banking system.

2.1.2.2.2 Standing Deposit Facility

Patronage at the SDF window increased to an average daily amount of N13.98 billion in 248 transaction days
in 2022, from N12.65 billion in 240 transaction days in 2021. Similarly, the average daily interest payments
on the deposits increased to N0.002 billion in 2022, from N0.001 billion in 2021 (Table 2.4).
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2.1.2.3 Rediscounting of Bills
In the period under review, NTBs worth :311.13 billion with maturity ranging from 20 to 328 days were
rediscounted at rates ranging from 10.00 to 21.60 per cent at the instance of a deposit money bank. There was

no request for rediscounting in the previous year (Table 2.5).

2.1.2.4 CBN Special Bills

During the year, the Bank continued to use CBN Special Bills as a prudential and discretionary instrument for
liquidity management in the banking system. In 2022, the Bank issued Special Bills worth N4,425.16 billion
in six tenors of 35, 63, 91, 126, 154 and 182 days, with rates ranging from 0.30 per cent to 0.60 per cent.

Features of the instrument include:

e Tradability among banks, retail and institutional investors;

e Determination of the applicable yield at issuance by the CBN;

e Tenors are subject to review by the Bank as the need arises

e Non-eligibility for repurchase transactions and rediscounting at the CBN window; and

e Qualification as a liquid asset in the computation of liquidity ratio for deposit money banks
(DMBs).

2.1.3 Non-Interest Banking Operations

Towards deepening money market operations, non-interest banking instruments were also active during the
year. Transactions under the non-interest banking activities were dominated by the CBN Safe Custody
Account (CSCA) and the Funding for Liquidity Facility (FfLF), during the review period.

2.1.3.1 CBN Safe Custody Account
The CBN Safe-Custody Account (CSCA) is an instrument that enables non-interest banks deposit surplus

liquidity at the CBN based on a contract of safe-custody. The specified tenors are overnight, three-day and
seven-day. The deposit is at no cost to the Bank, except where the Bank discretionarily decides to offer a

reward or gift to the depositor.

During the review period, a total of 3¥97.70 billion in 19 transactions was deposited in the CSCA, compared
with N61.30 billion in 22 transactions in 2021, owing to improved liquidity recorded by the non-interest
financial institutions (NIFIs). A breakdown showed that a bank accounted for 97.44 per cent of the deposits,
while another bank accounted for the remaining 2.56 per cent. The daily CSCA deposits ranged from ¥}0.20
billion to ¥19.00 billion in 2022, compared with N0.50 billion to ¥7.00 billion in 2021 (Table 2.6).
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2.1.3.2 CBN Non-Interest Notes

There was no transaction in the CBN Non-Interest Notes (CNIN), due to the optimal liquidity in the NIFIs,
same as in the previous year. The CNIN is an instrument issued by the CBN, evidencing an interest—free loan
between an authorized NIFI (lender) and the CBN (borrower), which entitles the lender to raise a

corresponding interest free loan from the borrower at a later date.

2.1.3.3 Funding for Liquidity Facility

Funding for Liquidity Facility (FFLF) is a liquidity facility for non-interest banks with temporary liquidity
shortages to access funding from the Bank, on overnight basis, to be terminated the next business day.
Authorized NIFIs are to provide eligible securities to the Bank as collateral for the facility.

In 2022, the total request was N36.21 billion, with a daily average of N2.01 billion in 18 transaction days.
This compared with a total request of N114.57 billion with a daily average of N2.44 billion in 47 transaction
days in 2021. The administrative fee of N0.07 billion was charged at the prevailing Monetary Policy Rate in
the respective periods (Table 2.7).

2.1.3.4 Intra-day Facility
The Intra-day Facility (IDF) is an instrument that enables NIFIs to borrow funds from the CBN to meet

temporary liquidity shortages during the business day. This is subject to the provision of acceptable collateral
and repayment of facility during the business day. There was no request for IDF in the review period as was

in the previous year.

2.1.3.5 CBN Non-Interest Special Bills
The CBN Non-Interest Special Bills (CNI-SB) was introduced during the review period to enable the Bank

prudentially and discretionarily manage the liquidity of non-interest banks (NIBs). The instrument allows the
counterparty NIB to subsequently borrow ten (10) per cent of the value of the matured Bills from the CBN
within 30 days, interest-free, for a period equivalent to one-third (1/3) of the tenor of the initial loan taken by
the CBN. Other features of the CNI-SB include:

a. Issuance and redemption at par;

b. Transferability at par among financial institutions specified by the Bank;

c. Non-eligibility for CBN discount window operations; and

d. Qualification as a liquid asset in the computation of liquidity ratio.

However, there were no transactions during the review period, same as in the preceding year.
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2.1.3.6 CBN Non-Interest Asset Backed Securities
There were no transactions in CBN Non-Interest Asset Backed Securities (CNI-ABS), same as in the previous
year. The instrument involves the securitization of CBN’s holdings in Sukuk and any other NIFI instruments

and assets issued by multilateral organizations of which Nigeria is a member.

2.2 Inter-bank Market Activities

At the inter-bank funds market, the value of transactions decreased by 9.52 per cent to N49,733.95 billion in
2022, from N54,969.47 billion in 2021. The decrease was attributable to monetary operations involving CRR
debits on DMBs, sale of foreign exchange and OMO auctions, amongst others.

During the review period, Open Buy Back (OBB) accounted for 99.43 per cent of the total value of inter-bank
transactions, while unsecured inter-bank accounted for the balance of 0.57 per cent, as compared with 99.35
per cent and 0.65 per cent, respectively, in 2021. An analysis of the transactions showed a decrease in call
placements (including tenored call placements) by 25.38 per cent to N284.52 billion in 2022 from N381.30
billion in 2021. At the OBB segment, transactions decreased by 9.41 per cent to N49,449.43 billion in 2022
from N54,588.18 billion in 2021 (Table 2.8).

2.3 Interest Rates Movement

The interest rate trends in all segments of the market mirrored the level of liquidity in the banking system and
market players' response to the Bank's policy direction. Consequently, the annual average overnight inter-
bank call and OBB rates were 10.73 and 10.64 per cent in 2022, compared with 13.90 and 12.13 per cent in
2021, respectively. The monthly average inter-bank call rates ranged from 4.50 to 16.47 per cent in 2022,
compared with 4.40 to 30.00 per cent in 2021, respectively, while monthly average OBB rates ranged between
6.10 and 15.91 per cent in the period under review, compared with 3.28 to 16.78 per cent in 2021. The monthly
average rate at the inter-bank call segment was 14.31 per cent in January, peaked at 16.47 per cent in October,
and closed at 12.08 per cent in December 2022. At the OBB segment, the monthly average rate opened at 8.51

per cent in January, peaked at 15.91 per cent in October, and closed at 11.61 per cent in December 2022.

In the period under review, the benchmark Nigeria Interbank Offered Rate (NIBOR) for call and 30-day tenors
averaged 11.65 and 10.44 per cent, respectively, compared with 12.61 and 8.52 per cent in 2021 (Charts 2.3
and 2.4, and Tables 2.9 and 2.9.1).
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Chart2.3  Average Monthly Money Market Rates, January — December 2022
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Chart2.4  Average Monthly Money Market Rates, January - December 2021
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2.4  Central Bank of Nigeria Promissory Notes
There were no Promissory Notes issued in 2022 and 2021. This reflects the relative stable financial system

experienced in the review period.

2.5  One-Way Secondary Market Intervention

There was no one-way quote secondary market intervention in the review period and the preceding period.
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Box Information: The Central Bank of Nigeria Digital Currency, e-Naira

A central bank digital currency (CBDC) is the digital form of a country’s fiat currency. It is issued and regulated by
the country’s monetary authority and can be legally used to purchase goods and services. Although fiat currencies
are still widely used and accepted, the evolution of Distributed Ledger Technology (DLT), which permits transparent
and secure transactions between parties, has accelerated the interest in and acceptance of digital currencies.

Though CBDCs and cryptocurrencies are both digital currencies, there are differences between them.
Cryptocurrencies are not issued by monetary authorities or central banks. Moreover, they have gained the reputation
of being unstable and speculative. In 2022, Bitcoin, the world’s first and most well-known decentralized
cryptocurrency, recorded a significant loss in value. On January 1, and December 31, 2022, it traded at $46,208.21
and $16,600.25, respectively, representing a decrease of 64.08 per cent. Additionally, the Futures Exchange (FTX),
a cryptocurrency exchange valued at $32 billion at the start of the year, filed for bankruptcy in November 2022, due

to its inability to meet demand for customer withdrawals.

As part of measures to protect the Nigerian public and the economy from the risks of cryptocurrencies, the CBN
prohibited Deposit Money Banks (DMB), non-bank financial institutions and other regulated financial institutions
from dealing in them nor facilitating payments by cryptocurrency exchanges. The directive was conveyed through
the “Circular to Banks and other Financial Institutions on Virtual Currency Operations in Nigeria”, issued in
January 2017. To leverage the capabilities of the DLT and digital currencies, Nigeria launched its CBDC, the eNaira,
which is the digital equivalent of the Naira, in October 2021. This marked the first CBDC on the African continent.
As a liability of the Central Bank of Nigeria, the eNaira is the safest digital asset available to the Nigerian public.
The introduction of the eNaira portends to enhance the effectiveness of currency management, financial inclusion
and reduce financial transaction cost amongst members of the public. It also offers to support a resilient payment
ecosystem, enable direct welfare scheme disbursements, increase revenue and tax collection, facilitate ease of

diaspora remittances, and reduce the cost of cross-border payments.

As at October 2022, 700,000 transactions amounting to about N8.00 billion were recorded on the eNaira platform
while 3 billion eNaira have been minted. To further promote financial inclusion, the eNaira USSD code *997# was
introduced on August 26, 2022. As at end-December 2022, 5.00 billion eNaira had been minted, of which 2.55 billion
eNaira was in circulation. A breakdown of eNaira in circulation show that consumers and merchants wallets
accounted for 1.65 billion eNaira, while financial institutions wallets accounted for the balance of 0.90 billion

eNaira.

As at end-December 2022, the Bahamas and Jamaica had also introduced their CBDCs, namely, the Sand Dollar
and JAM-DEX, respectively. Meanwhile, other countries including Ghana, United Kingdom, India and Russia were

in the process of developing their CBDCs.

Source: https://www.atlanticcouncil.org/cbdctracker/, https://enaira.qov.ng/assets/download/eNaira_Design_Paper.pdf.
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Il FOREIGN EXCHANGE MARKET OPERATIONS

In a bid to enhance supply of foreign exchange in the market, the Bank introduced programmes and
sustained existing schemes during the year. These included the Race to US$200 billion (RT200)
Programme, 100 for 100 Policy on Production and Productivity and Naira-4-Dollar Scheme, amongst
others. On the other hand, to manage demand pressures and ensure the availability of foreign exchange
to key sectors of the economy, interventions through the Small and Medium Enterprises (SMEs) and

invisibles’ windows were sustained.

3.1 Developments in the Foreign Exchange Market

During the review period, the Bank sustained its various foreign exchange policies, through interventions in
critical sectors, such as agriculture, aviation, petroleum, raw materials