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FX scarcity continues to bite hard  
 

In an interview with Punch media, the President of the Association of Telecommunication 
Companies of Nigeria (ATCON), Ikechukwu Nnamani, decried the impact of foreign 
exchange scarcity on the operations of many telecom operators in the country while 
seeking special intervention from the Central Bank of Nigeria (CBN). He stated that the 
association is in active collaboration with the Nigerian Communications Commission (NCC) 
to hasten the process of securing special consideration from the apex bank. The inability of 
the telecom operators to source FX from the official window is compelling operators to 
patronize the black market, leading to increased costs which, under normal circumstances 
should be passed on to consumers through price increases.   
 
Despite the covid-19 induced economic headwinds which impacted many sectors 
negatively, the telecommunications sector proved to be a bright spot at the period of 
uncertainty and even beyond. The sector recorded real growth of 15.90% in 2020 (vs GDP 
growth of -1.92%) and 7.7% in Q1 2021 (vs GDP growth of 0.51%). This performance was 
driven by the increased use of digital channels for daily routine activities from 
telecommuting to social engagements. On the flip side, the sector has been plagued by 
several challenges including FX constraints, eroding consumer purchasing power, and 
insecurity.   
 
While we acknowledge the need for the government to focus more on sectors that have 
been badly hit by the pandemic through various interventions, we believe the 
telecommunication sector should not be left out, given its growing contribution to GDP 
(11.66% as of Q1 2021). The telecommunications sector remains one of the fastest growing 
sectors in Nigeria’s ailing economy. The lingering impact of FX scarcity may undermine 
investments by industry operators and players to enhance the quality of network 
infrastructure, thus limiting broadband penetration. Broadband penetration stood at 
40.66% as of April 2021 when compared with the target of 70% by 2025. 
 

Telecommunications sector GDP growth vs its percentage contribution (%) 
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Source: NBS, CSL Research 

MARKET UPDATE 

1 year 31-Dec-20 1 day

NSE - Index* 24,933.41    39,512.31          38,648.91      

Naira / US$ 385.70 394.00 411.00

Brent, US$/bbl 41.51 51.09 73.51

MPR % 12.50 11.50 11.50

Source: Nigerian Stock Exchange, Central Bank of 
Nigeria, Bloomberg. *Nigerian Stock Exchange All-
Share Index. 
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Today's news headlines:              
 

Nigeria may earn N462bn from EMT levy in 2021 — World Bank: The World Bank has said 
Nigeria is likely to make N462bn the electronic money transfer levy as a source of stable 
revenue in 2021. The multilateral institution said this in its ‘Resilience through Reforms’ 
report. According to the report, the EMT levy was introduced in the Finance Act 2020, which 
amended the Stamp Duty Act and taps into the growth in electronic funds transfer in 
Nigeria, can be administered at low cost. EMT levy is a singular and one-off charge of N50 
on electronic receipt or transfer of money deposited in any deposit money bank or financial 
institution on any type of account on sums of N10,000 or more. Source: punchng.com                
https://punchng.com/nigeria-may-earn-n462bn-from-emt-levy-in-2021-world-bank/ 
 
Recapitalisation: Insurance industry assets rise to N2.02tn: Insurance companies’ gross 
written premium rose to N520bn as of the end of 2020, while their assets hit N2.02tn as the 
sector undergoes recapitalisation. The Nigerian insurance industry’s asset rose by N401bn 
to N2.02tn as of the end of 2020 from N1.62tn as of the end of 2019. Statistics obtained on 
Sunday from the Central Bank of Nigeria on ‘Insurance sector (general and life) consolidated 
balance sheet)’ showed these. The National Insurance Commission also disclosed in its 
report on ‘Market Development Drives of NAICOM’ that as of the end of 2020, the sector 
generated a gross written premium of N520bn. Source: punchng.com                      
https://punchng.com/recapitalisation-insurance-industry-assets-rise-to-n2-02tn/ 
 
Return of fuel subsidies disturbing, IMF tells FG: In a virtual meeting with the 
representatives of the Federal Government, the mission of the International Monetary Fund 
stated that the resurfacing of fuel subsidies was concerning. The IMF mission led by Jesmin 
Rahman, according to a press release, expressed its concerns about rising fuel subsidies to 
the Nigerian authorities during a virtual meeting. The Fund also stressed the importance of 
introducing market-based fuel pricing mechanisms and the need to deploy well targeted 
social support to cushion any impact on the poor. The mission commended the Central 
Bank of Nigeria for merging taking the official exchange rate to the NAFEX window. 
However, they recommended the unification of all exchange rate windows and establishing 
a market-clearing exchange rate. Source: punchng.com              
https://punchng.com/return-of-fuel-subsidies-disturbing-imf-tells-fg/ 
 
Power distributors get CBN loans to tackle funding crisis: The Central Bank of Nigeria is 
now providing loans to electricity distribution companies to cover the collection and 
operational expenditure shortfalls of the firms and halt the liquidity crisis in the country’s 
power sector. The Discos are mainly the revenue collection arm of the sector, as they sell 
and distribute electricity generated by power generation companies, which is transmitted to 
the Discos by the Transmission Company of Nigeria. Since the sector was officially 
unbundled in November 2013 and the generation and distribution arms privatised, there 
have been complaints by other players that the Discos remit below 30 per cent to the sector. 
Source: punchng.com              
https://punchng.com/power-distributors-get-cbn-loans-to-tackle-funding-crisis/ 
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Analyst Certification 

Each research analyst(s) principally responsible for the preparation and content of all or any identified portion of this research report hereby 
certifies that all of the views expressed in this research report. Each research analyst(s) also certify that no part of their compensation was, is, or will 
be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research analyst in this research report. 
 

Important disclosures 

Analysts' compensation is based upon activities and services intended to benefit the investor clients of CSL Stockbrokers 
Limited, Lagos and the affiliates of FCMB Group, Lagos, Nigeria ("the Group"). Analysts receive compensation that is impacted 
by overall profitability of the Group, which includes revenues from, among other business units, Institutional Sales and Trading 
and Capital Markets/Investment Banking. 

CSL Research Ratings Distribution 

    Buy Hold Sell Not Rated Total 

Coverage universe 17 10 5 3 35 

% distribution 49% 29% 14% 9%   

Investment banking clients  0 1 1 0 2 

% distribution 0% 50% 50% 0%   

 

 

Explanation of CSL Research's equity research rating system 

Buy:  The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon. 

Hold:  The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment 
horizon. 

Sell:  The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment horizon. 

Not Rated:  The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies in 
certain circumstances including when CSL Capital UK or the Group is acting in an advisory capacity in a merger or 
strategic transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the 
company in question. 

Benchmark:   The benchmark is the trailing three year average yield of the 12 month T-Bill plus one standard deviation rounded to the 
nearest percent.  

Price targets:  Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and by 
other risks related to the company or the market, and may not occur if the company's earnings fall short 
of estimates. 

Asset allocation:  Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) 
for equities, cash and fixed income instruments is based on a number of metrics and does not relate to a 
particular size change in one variable. 
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Important Risk Warnings and Disclaimers 

 

CSL STOCKBROKERS LIMITED ("CSLS") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a 
member of the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number: 
11818051), trading in the name of 'CSL Stockbrokers' for its activities, is authorised by the Financial Conduct Authority 
(FCA). 

 

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group ("the Group") of Nigeria, a group of companies 
which also includes First City Monument Bank Ltd. 

 

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE 
YOUTO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the 
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any member 
of the Group is not acting for any recipient of this document and will not be responsible for providing advice to any 
recipient in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any 
recipient for providing the protections afforded to its clients. 

 

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 
(Financial Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made. 

 

In the United Kingdom, this document is available only to such persons described above and persons of any other 
description should not rely on this document. Transmission of this document to any other person in the United Kingdom 
is unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or 
if the distribution of this document is otherwise unlawful where you are, you are required to return the document 
immediately to CSLS. This document is not intended for Retail Clients in the UK. 

 

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not 
provide individually tailored investment advice. It has been prepared without regard to the individual financial 
circumstances and objectives of persons who receive it. The appropriateness of a particular investment will depend on an 
investor's individual circumstances and objectives. The investments and shares referred to in this document may not be 
suitable for all investors. 

 

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary 
trading positions in those shares, and may receive remuneration for the publication of its research and for other services. 
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available 
to CSLS, or the Group, which is not reflected in this material. Further information on CSLS' policy regarding potential 
conflicts of interest in the context of investment research and CSLS' policy on disclosure and conflicts in general are 
available on request. 

 

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but 
which it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, 
representation or warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or 
their advisors, directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for 
any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this 
document. The opinions contained in this document are subject to change without notice and are not to be relied upon 
and should not be used in substitution for the exercise of independent judgment. 
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Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may 
not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of 
the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or 
income of  that investment. In case of an investment for which there is no recognised market it may be difficult for 
investors to sell their investment or to obtain reliable information about their value or the extent of the risk to which they 
are exposed. 

 

The information contained in this document is confidential and is solely for use of those persons to whom it is addressed 
and may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose. 
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