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FX reserves; net or gross? 
 

After a long wait, the Central Bank of Nigeria released its consolidated and separate financial 
statements for the first time since 2015. This follows President Bola Ahmed Tinubu’s order to the 
appointed special investigator -CEO of Financial Reporting Council of Nigeria, Jim Obaze to probe 
CBN activities two weeks earlier. It appears the CBN has not been complying with the provisions 
of section 50(1) of the CBN Act which compels the CBN to within two months after the close of 
each financial year, to transmit to the National Assembly and the President a copy of its annual 
accounts certified by the Auditor.  
 

The report shows Interest Income from loan and receivables, AMCON, FG securities and other 
foreign securities grew by 43.2% y/y to N3.29trn from N2.3trn, while Interest Expense grew by 
16.93% y/y. Operating Income dropped significantly by 47.8% y/y to N326.1bn from N624.59bn. 
The apex bank reported Net Profit of N103.85bn, a 38.24% y/y growth. Even though the income 
statement showed improved profitability largely due to interest gained from loans to the Federal 
Government, the debt to asset ratio of 97% appears high to us.  
 

Also, it is noteworthy that there’s disparity of US$4.9bn between the external reserve balance 
shown on CBN website as of December 2022 (US$37.1bn) and the one reported in the balance 
sheet (US$32.2bn). Though the CBN reports gross numbers, if we net off the securities lending of 
US$7.5bn owed to Goldman Sachs and JP morgan, and the US$6.8bn FX forward payable as of 
December 2022, the nation’s net reserve figures as of December 2022 will be c.US$17.9bn 
compared with the gross figure of US$37.1bn reported. We opine that with stretched FX reserves, 
CBN has very little means of defending Naira and we could see rates decline further at the I&E 
window. 

 
External Reserves Movements 2016-2022 -US$Bn. 
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Indicators 1 year 30-Dec-22 1 day

NSE - Index* 49,657.33 51,251.06 65,325.37

Naira / US$ 420.46 461.50 740.6

Brent, US$/bbl 95.1 85.91 86.81

MPR % 13.50 16.50 18.75
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News headlines:               
 

Fresh fuel price hike looms as landing cost rises by 37.4%: There are strong indications  that 
pump price of petrol  is expected to record another round of increases, the third within 10 
weeks as oil marketers hint that the landing cost of petrol has risen month-on-month, MoM, 
by 37.4 per cent to N632.17 per litre in July 2023, from N460 per litre in June 2023. he landing 
cost excludes other additional costs which includes deport related charges, transportation 
logistics and marketers’ margin, which would combine to bring delivery at filling stations at 
nearly N700/litre. Sources around oil marketers told Financial Vanguard that the landing cost 
for August is expected to rise further as the factors that propelled the rise in July figures have 
worsened as at last week.  Source : Vanguard 

https://www.vanguardngr.com/2023/08/why-another-round-of-fuel-price-hike-
looms/#:~:text=There%20are%20strong%20indications%20that,per%20litre%20in%20Jun
e%202023. 
 
NPA facilitates export of 3.5m metric tonnes of trade in H1’23: Efforts by the Nigerian Ports 
Authority (NPA) in eliminating the challenges facing export in Nigeria are beginning to yield 
results as a total of 3.5 million metric tonnes of export trade were facilitated through the 
nation’s seaports in the first half of this year, H1’23. Speaking during a panel session on the 
export of non-oil products at the 2023 Zenith Bank International Trade Seminar held last 
week in Lagos, Mohammed Bello-Koko, managing director of NPA said Authority has been 
recording growth in export since 2019. According to him, in 2019, the ports recorded about 
2.8 million metric tons of export, and it increased to 3.8 million metric tons in 2020. 
Source : Vanguard 

https://www.vanguardngr.com/2023/08/npa-facilitates-export-of-3-5m-metric-tonnes-of-
trade-in-
h123/#:~:text=Efforts%20by%20the%20Nigerian%20Ports,this%20year%2C%20H1'23. 
 
Govt approves 154 digital money lenders: The Federal Government through the Federal 
Competition and Consumer Protection Commission has released new a list of 154 fully 
approved digital lenders licensed to operate in the country. It gave 40 others conditional 
approval, added 20 to its watch list, and delisted nine apps. It also noted that four others 
comprising of Fastcredit Limited, Greenbond Finance Company Limited, Baines Microfinance 
Bank Limited, and Ekondo Microfinance Bank Limited, had been licensed by the Central Bank 
of Nigeria. The announcement of approved digital lenders followed a recent shake-up of the 
digital money lending sector by the FCCPC, after the sustained harassment of Nigerians by 
the lenders. Source: Punch  
https://punchng.com/govt-approves-154-digital-money-
lenders/#:~:text=Approved%20loan%20apps%20in%20Nigeria,%2C%20Carbon%20app%2
C%20and%20more. 
 
Naira slides further as dollar shortage hits banks: The widening gap between the demand 
and supply of dollars in the banks and at the parallel market has continued to worsen the 
value of the naira, findings by The PUNCH have revealed. In less than three weeks, the naira 
lost N100 after sliding from 860/$ to 960/$ at the parallel market as of Friday. Before the 
Central Bank of Nigeria enabled the free float of the naira against other global currencies in 
June, the naira had traded at 471/$ at the Investor & Exporter window. Source: Punch 

 https://punchng.com/naira-slides-further-as-dollar-shortage-hits-
banks/#:~:text=The%20widening%20gap%20between%20the,parallel%20market%20as%
20of%20Friday.

https://www.vanguardngr.com/2023/08/why-another-round-of-fuel-price-hike-looms/#:~:text=There%20are%20strong%20indications%20that,per%20litre%20in%20June%202023
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Analyst Certification 

Each research analyst principally responsible for the preparation and content of all or any identified portion of this research report 
hereby certifies that all the views expressed in this research report accurately reflect his/her personal views about those issuer(s) or 
securities that the research analyst covers in this research report. Each research analyst also certifies that no part of his/her 
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 %.  

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 
YOU TO 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. 

 

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. 
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