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Nigeria Eurobonds: Short-Dated Opportunity
Amid Structural Recalibration

Following the recent wave of reform-led sentiment upgrades and positive outlook
revisions on Nigeria’s economy by leading global institutions and credit rating
agencies, Nigerian Eurobonds have seen a notable rebound in investor interest.

This renewed momentum is particularly visible on the short end of the curve,
where market participants are finding favorable entry points supported by a mix of
domestic policy shifts, improving macro indicators, and a benign external rate
environment.
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Macro Backdrop: Reform Momentum
Driving Sentiment Shift

Investor sentiment towards Nigeria has improved materially since the start of the
year, primarily driven by the government’s aggressive approach to macro-fiscal
and structural reform. The removal of fuel subsidies, liberalization of the FX
regime, and convergence of the official and parallel exchange rates were pivotal
in demonstrating policy resolve.

The administration's efforts to enhance non-oil revenue, reform the subsidy
architecture, and improve public financial management have resonated positively
with international observers. As a result, Moody’s revised the Nigeria's credit
outlook to “stable” while Fitch upgraded with a “Stable outlook”, both citing
improving external buffers, reform momentum, and steps towards fiscal
consolidation.

These measures, although still in their early stages of transmission, represent a
decisive shift away from the prior policy inertia and suggest the potential for a
more sustainable macroeconomic framework over the medium term.
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External Conditions: A Supportive
Global Rates Environment

In tandem with domestic reform progress, the global rate outlook has turned
increasingly supportive of EM hard currency debt. With inflation pressures easing
across major developed markets, central banks—especially the US Federal
Reserve—are widely expected to begin easing monetary policy in the second half
of 2025. According to the Fed Dot Plot, a September pivot is increasingly priced in
by markets, with futures suggesting multiple cuts through Q4 2025 and into 2026.

This creates a favorable backdrop for carry and spread strategies, particularly in =
EM sovereigns where risk premia remain elevated relative to fundamentals. The ~— L
potential for a bull-steepening in global yield curves makes short-dated Nigerian -- . i
Eurobonds an attractive proposition—offering both vyield pickup and capital
appreciation potential in a declining rate environment.

Source: CME Group
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Valuation: Short-Dated Nigeria Paper
Offers Relative Value

The front end of the Nigerian Eurobond curve continues to present compelling
value. While longer-dated maturities have already rallied significantly—retracing
over 200bps from peak vyield levels—shorter tenors have lagged somewhat,
preserving attractive entry points.

| see the following key drivers for short-dated outperformance:

1. Compression of Credit Risk Premiums

As reforms begin to filter through to macro indicators—particularly FX reserves,
fiscal balance, and inflation dynamics—credit risk is likely to moderate further.
This creates scope for spread tightening, especially at the front end where default
probability is lower and liquidity is improving.

2. Bull-Steepening of Global Yield Curves

As rate cuts from the Fed and other major central banks begin to price in, | expect
short-term UST yields to compress faster than the long end. This would benefit
short-duration EM paper disproportionately, supporting price gains on Nigerian
2026—-2029 maturities.
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Valuation: Short-Dated Nigeria Paper
Offers Relative Value (contd)

3. Relative Value Within the Nigeria Curve

Long-end bonds (e.g., 2038s, 2047s) have already priced in much of the
optimism, rallying sharply over the past few months. In contrast, short-dated
bonds still trade at wider G-spreads relative to similarly rated EM peers,
presenting a relative value opportunity.

Technicals: Supportive Flow Dynamics
and Light Supply

From a technical standpoint, supply-demand dynamics are turning favorable:

. Supply Side: Nigeria has not accessed the international debt markets in
2025. However, a new Eurobond issuance is likely in the near term, both to
refinance the upcoming November maturity and to raise new funding in line with
the 2025 budget. With global rates trending lower amid increasingly dovish signals
from major central banks, the backdrop for issuance remains favourable as a well-
timed offering could attract strong demand.

Source: Bloomberg

Tariffs Led

Selloffs
across EM

Cr1dlt
NIG 38s, 47s

NGERIA 7.696 02/23/38 S

NGERIA 7 % 11/28/2047 REGS Corp

(RHS)

12

11.5 o

11
10.5
10
9.5

(

Ask Yield



Fixed Income Research and Strategy
19 August 2025

Sub Saharan African | Nigeria
Eurobonds

Technicals: Supportive Flow Dynamics
and Light Supply (contd)

. Demand Side: Renewed investor appetite for EM hard currency debt
has been evident, with strong inflows into dedicated EM bond funds
since Q2 2025. Nigeria, as a high-beta, high-carry sovereign, stands to _
benefit disproportionately from these flows. -

As a result, I've seen justified compression in G-spreads—from a peak of

647.5bps in May to current levels around 438.5bps, based on interpolated

spreads versus US Treasuries (e.g., using the 2035 UST as a benchmark).
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Investment Implications

| recommend initiating exposure to short-dated Nigerian Eurobonds with a view to:

. Capturing further spread compression as reform-driven momentum
continues to re-rate credit risk;

. Earning attractive carry in an environment of declining risk-free rates;

. Positioning for potential outperformance in a bull-steepening scenario

where short-end bonds benefit from both yield and price appreciation.

At current levels, these instruments offer a rare combination of high nominal
yields, contained duration risk, and improving macro fundamentals—a compelling
setup for tactical allocation.
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Risk Considerations

While the near-term setup is favorable, certain structural and macro risks remain:

Geopolitical Resolutions: Qil futures have taken a beating so far in the year shedding about 15% YTD
off the back of a combination of production ramp ups by OPEC and OPEC+, concerns of sluggish global
demand — with markets pricing in oversupplied environment- amid geopolitical tensions. Recently,
talks of a potential ceasefire between Russia and Ukraine — reportedly facilitated by the U.S. —
have re-emerged and a formal resolution could serve as a catalyst for removing a key source of supply-
side uncertainty, easing premiums in energy markets which could lead to a further decline in oil prices
than we have already seen. Given Nigeria’'s heavy reliance on oil exports (despite ongoing
diversification efforts), such a move would negatively impact fiscal revenues and may reflect in the price
action of her Eurobonds, particularly those at the longer end of the curve.

External Debt Servicing Risks: Nigeria faces a bulge in external debt repayments starting in 2026. If
reform momentum stalls or FX inflows underperform (e.g. due to weaker oil prices or non-oil
exports), concerns around rollover capacity could resurface.

Policy Execution Risk: While the administration has laid out a bold reform agenda, execution
remains critical. Slippage — whether due to political constraints or social backlash — could erode
market confidence.

Liguidity & Event Risk: Nigerian Eurobonds, especially longer dated tenors, can be subject to
episodic liquidity disruptions. External shocks (e.g. geopolitical instability, oil market volatility)
could trigger wider risk-off ~ moves, affecting EM spreads more broadly.

That said, | believe these risks are largely priced into the front end of the curve, and the asymmetric risk-reward remains
favourable for tactical exposure.
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Conclusion

In sum, | see a window of opportunity to add risk selectively in short-dated
Nigerian Eurobonds. The confluence of:

. Domestic reform momentum;

. Improving global rate dynamics;

. Technical tailwinds from strong demand and light supply;
. Attractive valuations vs EM peers;

...creates a compelling case for allocation.

| maintain a constructive near-term view, particularly through Q4 2025, with the
potential for strong risk-adjusted returns ahead of the anticipated Fed pivot and
deepening investor re-engagement with Nigeria’'s credit story.



