OTC: Trading in FGN Bonds Decline by 42%

Secondary trading of the Federal Government Bonds, witnessed a drop last week as investors expected a primary sale of the securities today.

 The trading in the bond over-the-counter (OTC) market last week, showed a turnover of 128.43 million units worth N115.289 billion exchanged in 983 deals.

 This showed a decline of 42 per cent from a total of 182.91 million units valued at N162.378 billion staked in 1,492 deals the previous week.

 The most active bond in terms of volume was  the 8th FGN Bond 2014 Series 1with a traded volume of 46.65 million units valued at N43,484.55 million in 439 deals. This was followed by the 5.5 per cent FGN February 2013 (7th FGN Bond 2013 Series 1) with a traded volume of 38.8 million units valued at N35.121 billion in 363 deals.

 Analysts said the decline in the secondary trading of the bonds would not be unconnected with the expected primary sale of   FGN bonds.

 In its Weekly Bond Market Review, Dunn Loren Merrifield (DLM) Limited, an investment bank, disclosed that  the Debt Management Office would offer N34.1 billion of 10.70 per cent  FGN May 2018 Bond  and N30 billion of 7.00 per cent FGN October 2019 at the monthly auction   due today.

 DLM had explained that bond market remained relatively stable all through last week as traders held on to existing positions due to yields obtainable, especially on short tenured maturities.

 “Last week also witnessed the issuance ofN33.64 billion worth of open market operations (OMO) bills, to reduce the amount of money supply in the system following the FAAC inflow recorded at the end of the previous week. In addition, N125 billion worth of 91-day, 182-day and 364-day treasury bills were issued at rates of 14 per cent  15.95 per cent and 16.41 per cent respectively. As we approach the end of the year and investors prepare to close their books, we expect lower trading volumes and less volatility across most maturities in the weeks ahead,” the company said.

 DLM had added that the last auction, they observed that the primary market witnessed significant demand for these series, saying they therefore, anticipated a recurrence of this trend during the mid-week auction.

 In addition, we equally anticipate a drop in yields at the upcoming auction from 16.50 per cent to a range of 14.90 per cent - 15.50 per cent. On the secondary market, we expect a slight increase in demand for the attractive shorter tenured maturities.
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