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Ghana: Figure 1: Evolution of Interbank Exchange Rate (2022)
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The Cedi is under pressure from elevated corporate FX demand in Jul-22
after posting a relatively stable run through 2Q22. The GHS has shaved off 8.4
2.08% thus far in Jul-22 (vs. -1.19% in 2Q22) under strong demand amidst

reduced Central Bank liquidity support. The Bank of Ghana’s reference rate 7.6
closed last week 1.08% weaker vs. the USD at GH¢7.38 (-18.67% YTD) on
the interbank market. Similarly, the Cedi ceded 7.2% and 8.35% year to date 6.8 USD/GHS
vs. the Euro and the GBP, respectively. GBP/GHS

6.0 EUR/GHS
Separately, we note that the Bank of Ghana slashed the target for its bi-
weekly forward FX auction by 50% to US$25 million in the revised forward 5.2 D NN NN NN - E N e AN
auction calendar for 3Q22 (vs. US$50 million in 2Q22). Last week’s forward T2 TSI aITYTYTYTTRLTYTRTODL
FX auction attracted total bids worth US$102.5 million against an allotment g 228 ¢ s s <‘Il <‘Il s s 32 3 i i
worth USS$25 million. Thus, we expect the sizeable, uncovered demand at p I S B w8 Q 8 9 8 5 © =
the auction to increase demand on the spot market in the week ahead,
which could keep the GHS on the backfoot against the major trading Source: GCB Capital Research | Ghana Statistical Service | Bank of Ghana

currencies. Table 1: Year to Date GHS Rates Summary

Given that there is simmering demand pressures, the reduced auction size
may signal underlying reserve vulnerability owing to increased reserve
depletion in 1H22. Thus, the proposed USS1bn loan syndication could be a 2022 low 5.7820 7.8157 6.6248
timely boost to the gross reserve, and the delayed parliamentary approval

of the loan could fuel FX market uncertainty. 2022 High 7.3845 94144 7.9359

Average (YTD) 6.8448 8.8150 7.4340

L. Current Rate 7.3845 7.4499 8.7577
Nigeria: Source: Bank of Ghana | GCB Capital Research

The Naira closed trading last week on a weaker footing against the
greenback on the NAFEX window as FX turnover declined. The Naira
trimmed 1.3% vs. the USD to close the week at 8430.30, reflecting pent-up

demand across the other segments of the market. Figure 2: Weekly SSA Exchange rate Summary

With increased FX liquidity support to the official market, the Central Bank
of Nigeria has kept the official USDNGN exchange rate artificially low on the
interbank market. The sustained support was possible thanks to the Egypt 18.87 0.00% 19.04 1.04% 2237 1.07%
increased crude oil prices, which cushioned the gross reserve position Ghana 7.38 1.08% 7.45 0.10% 8.76 0.42%
through 1H-22. However, pricing on the NAFEX window and the parallel

. > . Kenya 11827  -0.17%  118.63 1.73% 14031 0.73%

markets reflect underlying FX liquidity vulnerabilities. At ¥414.90, the
official I&E USDNGN exchange rate is trading at a spread of %15.43 to the Nigeria 41490 -0.02% 41515  283% 49091  1.37%
NAFEX rate and #203.6 on the Parallel market rates. S. Africa 17.24 -2.29% 1728  -143%  20.39 -1.36%
Despite the scale of FX market interventions to date, the stock of gross and Tanzania 230444  0.00% 232011  1.02% 272822  0.38%
liquid FX reserves has improved, reversing the downward trend from 2Q- Uganda 376609  -030% 380798  051%  4S0L66  -0.65%

22. The gross reserve stood at US$39.42bn on July 13, and the net reserve
Zambia 16.39 0.00% 16.64 0.00%  19.66 0.00%

follows closely at US$39.18, which should continue to cushion the Naira
against intermittent volatility in the official market. However, the Naira is
overvalued on the official market, which may undermine portfolio investor
appetite.

Source: Bank of Ghana | GCB Capital Research
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This investor note has been prepared by the GCB Capital Research Team solely for information purposes and does not constitute any legally binding
obligations on GCB. Any views expressed are those of the Research Department. Any views and commentary in this investor note are short term views
of the GCB Capital Research team from which it originates and are not a personal recommendation and do not consider whether any product or
transaction is suitable for any investor.

Whilst the information provided in this document has been prepared by GCB Capital Research Team based on or by reference to sources, materials
that GCB Capital Limited believe are reliably accurate, CGB Capital does not guarantee its completeness or accuracy. The message is for information
purposes only as of the date hereof and are subject to change. It is not a recommendation, advice, offer or solicit the reader to buy or sell a product
or service. We do not accept any liability for losses (direct or consequential) which may arise from making use of this note or its contents or reliance
on the information contained herein.

All opinions and estimates are given as of the date hereof and are subject to change. GCB Capital Limited is not obliged to inform readers of any such
change to such opinions or estimates. This document does not purport to contain all the information that you may desire. In all cases, interested
parties should conduct their own investigations and analysis of the transaction described in the document and of the data set forth in the document.
It is recommended for interested parties to check that the information provided is in line with their own circumstances about any legal, regulatory, tax
or other specialist or technical advice or services, if necessary, with the help of a professional advisor. This document is confidential and may not be
reproduced or distributed in whole or in part without the prior written permission of GCB Capital Limited.
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