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Retail FX sales to end users. 
 

Following the Central Bank of Nigeria's (CBN) notice last week regarding the 
implementation of a Retail Dutch Auction System (rDAS) to address the 
increasing unmet foreign exchange (FX) demand from end users, the CBN 
conducted the rDAS on Wednesday, August 7, 2024. Yesterday, the CBN 
released the results of the auction. To participate, authorized dealers were 
required to submit a legitimate list of all outstanding Naira-backed FX demands 
from end users, using a template provided by the CBN.  
 

The results revealed that a total of US$1.18 billion in bids was received from 32 
authorized dealer banks. Out of these, bids worth US$876.26 million from 26 
banks qualified, while bids totalling US$313.69 million from 6 banks were 
disqualified for failing to meet the CBN's requirements and cut-off time. The 
Central Bank approved a cut-off rate of N1,495/US$ for the Retail Dutch Auction. 
 

The Dutch Auction System (DAS) was first introduced by the CBN in July 2002 to 
replace the previous system of administratively determining exchange rates. It 
allowed the CBN to allocate FX to authorized dealers (mostly banks) through a 
bidding process, which helped in reducing the wide gap between the official and 
parallel market rates. In 2006, the CBN introduced the Retail Dutch Auction 
System (rDAS) as a variation of the DAS.  
 

The rDAS was specifically targeted at end-users through authorized dealers. 
Under this system, authorized dealers would bid on behalf of their customers, 
ensuring that FX was allocated more directly to meet specific retail needs. In 
February 2015, due to the declining foreign reserves and increasing pressure on 
the Naira, the CBN suspended the rDAS and Wholesale Dutch Auction System 
(wDAS). Recently, faced with renewed FX pressures, the CBN has intermittently 
reintroduced the rDAS to manage FX demand and stabilize the Naira. 
 

The rDAS promotes transparency in the FX market by allowing exchange rates to 
be determined through competitive bidding. This reduces opportunities for 
arbitrage and manipulation, leading to a more efficient FX market. While the 
reintroduction of the rDAS might initially seem at odds with the CBN's drive to 
create a willing buyer, willing seller FX market, it doesn't necessarily negate that 
approach. Instead, the rDAS can be viewed as a complementary tool, providing 
targeted support in areas where the market-driven approach may face 
challenges. The key lies in how the CBN balances its interventions through rDAS 
with the broader goal of fostering a transparent, flexible, and market-determined 
FX market. 
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Indicators 1 year 30-Dec-23 1 day

NGX - ASI* 65,336.71 74,773.77 97,098.08

Naira / US$ 768.77 899.89 1596.52

Brent, US$/bbl 85.34 77.04 78.33

MPR % 18.75 18.75 26.75

Source: NGX, Central Bank of Nigeria, Bloomberg. *All Share Index
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News headlines:               
 

Import duty waiver on rice, others begin next week – FG: The guidelines for the 
suspension of customs duty and taxes on imported food items are to commence next 
week, the Federal Government announced on Tuesday. In July the Federal 
Government approved a 150-day duty-free window to allow the importation of 
maize, husked brown rice, and wheat as part of measures to combat rising food 
inflation across the country. The initiative was based on the implementation of the 
Presidential Accelerated and Stabilisation Advancement Plan. Speaking at a 
meeting of heads of security agencies in Abuja on Tuesday, the Comptroller-General 
of Customs, Bashir Adeniyi, said the implementation of the policy would commence 
once the guidelines are ready. Source :Punch   
https://punchng.com/import-duty-waiver-on-rice-others-begins-next-week-fg/ 
 
FG to sell $500m dollar-denominated bonds: The Federal Government of Nigeria 
has introduced its Series I Domestic USD Bond, aiming to raise a minimum of $500m 
from both local and international investors. According to the auction circular 
obtained by The PUNCH on Wednesday, the government aims to double its initial 
offer, targeting $1bn in subscriptions through this bond auction. However, this 
auction comes at a time when five of Nigeria’s Eurobonds were ranked among the 
worst performers in a Bloomberg index of emerging and frontier sovereign debt. 
Recall that the Minister of Finance and Coordinating. Source: Punch 
https://punchng.com/fg-to-sell-500m-dollar-denominated-bonds/ 
 
MTN, IHS Nigeria extend tower lease agreements to 2032: IHS Nigeria, a 
subsidiary of IHS Holding Limited, and MTN Nigeria have announced the renewal 
and extension of their Nigerian tower Master Lease Agreements until December 
2032 The agreement, according to a statement on Wednesday, covers 
approximately 13,500 tenancy contracts, with the renewal including around 2,500 
MTN Nigeria tenancies that were set to expire at the end of 2024 and in 2025 Under 
the new terms, IHS Towers, one of the largest independent owners, operators, and 
developers of shared communications infrastructure, will renew 
Source: Punch 
https://punchng.com/mtn-ihs-nigeria-extend-tower-lease-agreements-to-2032/ 
 
Fuel imports gulp $600m monthly –Edun: Minister of Finance and Coordinating 
Minister of the Economy, Mr Wale Edun, on Wednesday, revealed that the country 
spends $600 million each month on fuel imports. He vehemently denied reports that 
the federal government secretly approached the Central Bank of Nigeria (CBN) for 
Ways and Means advances, insisting there was no such thing During an interview on 
AIT, Edun attributed the humongous expenditure on petrol to the fact that 
neighbouring countries, extending as far as Central Africa, are benefiting from 
Nigeria’s fuel imports. Source: The Sun 
https://thesun.ng/fuel-imports-gulp-600m-monthly-
edun/#:~:text=We%20know%20we%20spend%20%24600,to%20the%20north%2
0and%20west 

https://punchng.com/import-duty-waiver-on-rice-others-begins-next-week-fg/
https://punchng.com/fg-to-sell-500m-dollar-denominated-bonds/
https://punchng.com/mtn-ihs-nigeria-extend-tower-lease-agreements-to-2032/
https://thesun.ng/fuel-imports-gulp-600m-monthly-edun/#:~:text=We%20know%20we%20spend%20%24600,to%20the%20north%20and%20west
https://thesun.ng/fuel-imports-gulp-600m-monthly-edun/#:~:text=We%20know%20we%20spend%20%24600,to%20the%20north%20and%20west
https://thesun.ng/fuel-imports-gulp-600m-monthly-edun/#:~:text=We%20know%20we%20spend%20%24600,to%20the%20north%20and%20west


  

 
 

   
                       Page 3 

 
CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities 
and Exchange Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange. 
 

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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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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