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China’s Economy...

The global economic growth forecast for 2024 was hinged on
the outstanding performance of the United States of America’s
economy in the previous year. However, uncertainty beclouds
this forecast as the U.S. continues to struggle with keeping its
inflation rate low. The Consumer Price Index (CPl) for the
United States of America surged from 3.2 percent in February
2024 to 3.5 percent in March. Identified drivers of this index
were rising energy products prices, housing, dining out and
clothing. The lack of progress in curbing the rising prices is
expected to force the United States Federal Reserve to keep
the interest rate higher for a longer period than envisaged. The
Federal Reserve's key interest rate is now at the highest level in
more than two decades, in the range of 5.25 percent to 5.5
percent.

While the East Asia and Pacific region is expected to experience
growth at an outpacing rate when compared with the rest of
the world, the headwinds in China’s economy were identified to
be an impairment to this forecasted growth. The World Bank
projected the Chinese economy to grow by 4.5 percent for the
2024 fiscal year, the Chinese government projected growth to
be at about 5 percent for the same. This target was however
considered ambitious, as consumer and business confidence
remain weak and the real estate sector is mired in a prolonged
downturn. Efforts to achieve this target reflected in the first
quarter performance of the Chinese economy. The Gross
Domestic Product (GDP) grew by 5.3 percent according to the
data made available by Chinese National Bureau of Statistics
(NBS).

GLOBAL ECONOMY

This feat was aided by the improved performance of some
sectors of the economy. In support of this, the China’s
manufacturing Purchasing Managers’ Index (PMI) expanded
for the first time in six months to hit its strongest reading in
more than a year, as overseas demand picked up.

The United Kingdom’s economy improved by 0.1 percent in
the month of February as revealed by the data made
available by the Office for National Statistics (ONS). This
growth increased the hope of the nation’s economy coming
out of recession. Drivers of growth were attributed to be
cuts in National Insurance and a slow in the rise in prices of
commodities. This resulted to businesses and households
having more confidence in their finances and in turn
boosted spending. Data from ONS also revealed the surge
in unemployment rate for the month of March. The rate
rose from 3.9 percent to 4.2 percent

Graph 1: Global Inflation Rate (March 2024)
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Domestic Economy

The Federal Government of Nigeria (FGN) and Central Bank of
Nigeria (CBN) intensified several monetary and fiscal reforms to
stem stronger the economy during the month under review. The
steady supply of United States dollar by the CBN to boost
liquidity strengthened the local currency. The naira
appreciated both in the Nigerian Autonomous Foreign
Exchange Market (NAFEM) and the parallel market. At the first
supply, the naira gained NGN16.00 translating to 1.26 percent
on the NAFEM. It exchanged at NGN1,262.85 per dollar stronger
than the NGN1,278.58 with which it closed earlier the month.
Going further into the month, the naira valued at NGN1,136.00
per dollar at the official market and NGN1,050.00 per dollar at
the parallel market. In addition to these efforts, the low turnup
in demand for dollar was another significant reason for naira’s
appreciation. However, naira resumed its downward trend
against the United States’ dollar towards the end of the month.
The naira exchanged as high as NGN1,309.00 per dollar at the
official market and NGN1,420.00 per dollar at the parallel
market. This trend was induced by renewed dollar demand
pressure in the foreign exchange market. The CBN again
expressed its interest to sell another round of USD10,000 at
NGN1,021 per dollar to Bureau De Change (BDC) operators to
have a hold of the situation. To this effect, BDCs were directed
to sell at a rate not exceeding 1.5 percent above the purchase
price. With this, BDCs could commence Naira deposit and

submit confirmation of payment to facilitate disbursement.

One of the evident impacts of the CBN’s intervention in the
foreign exchange market was increase in foreign inflow. The
effort of the CBN aimed at enhancing liquidity and stabilize the
local currency increased foreign inflow by 39.6 percent month-
on-month as revealed by data made available by the Nigerian
Autonomous Foreign Exchange Market (NAFEM). The data
further reveals that local sources accounted for 59.0 percent of
total transactions while foreign sources contributed 41.0
percent of the gross transactions. This performance has geared
up improvement expectation for a sustainable foreign exchange
liquidity condition in the near term. The improved rate
followed a string of foreign exchange directives by the Central
Bank of Nigeria aimed at stabilising the naira. We expect the
effort of the CBN to translate to a positive headway as the naira

regains its strength in the near term.

DOMESTIC ECONOMY

The Stanbic (PMI)
monitoring the activities of the private sector remained flat

IBTC Purchasing Managers Index
during the month of March. The index remained unchanged

at 51 points recorded in February. This indicated no
improvement in business activities during the month.
However, readings at 50 points signals an improvement in
business conditions. The weakness of the local currency
impacted the Nigerian private sector in the month of March.
Purchase costs steeped higher as a result of companies
shedding of the impact of inflation, cost of inputs and other

associated costs.

March’s Consumer Price Index (CPI) advanced to print at
33.20 percent from 31.70 percent recorded in the preceding
month. This represented a 1.5 percent increment year-on-
year. Volatile exchange rate which has been the major driver
of inflation over time took an upturn in the month of March
both on the official trading window and the parallel market.
However, the appreciation of naira in the foreign exchange
market is yet to reflect in the prices of goods and services
thereby exerting more pressure on the consuming
households. At the backdrop of sustained rise in prices of
staple food items in the market, food inflation rate surged to
40 percent in the period under review. We expect the
government and all economic stakeholders to come up with
measures to scale up productivity, especially of growth
sectors. This is by way of sustaining the momentum,

especially the current appreciation of the domestic currency.

Data from the CBN revealed the nation incurred debt service
of USD3.5 billion for its external loans for the 2023 fiscal
year. This is a 55 percent increase when compared with the
USD2.6 billion spent on servicing external debt in 2022. The
overall external debt for 2023 stood at USD42.29 billion as
seen from data released by the Debt Management Office
(DMO). This significant increase poised as burden to the
nation’s annual budget thereby limiting the spendings on
vital areas of the economy. This may also discourage foreign
investment and endanger the country’s economic growth.

Graph 2: Headline Inflation Rate (March 2024)
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Foreign Reserves

Graph 3: Gross And Liquid Movement in April 2024
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Nigeria's foreign reserves fell to USD32.22 billion in April
2024, down from USD33.83 billion in March. This highlights
ongoing pressure on the country's external reserves. The
evolution of the foreign exchange market in Nigeria has
been influenced by a number of factors such as the
institutional changes in the economy, structural shifts in
production. The CBN has increased its intervention in
various FX window, aiming to stabilize the Naira. These
interventions involve the sale of dollars to maintain liquidity
in the market, a strategy that has likely contributed to the
decrease in FX reserves. Also, In the first quarter of the year,
Nigeria consistently failed to meet its OPEC daily production
quota of 1.5 million barrels pay daily. The consistent
inability of the country to meet its OPEC quota and budget
proposal target has negative effects on revenue generation,
foreign exchange stabilisation, overall budget performance
and forelgn reserve position.

Exchange Rate

The Nigerian Naira ended April on a sour note, closing at
N1,390.96 per dollar in the official market. This represents a
5.8% depreciation from the beginning of the month and a
significant drop from its mid-April high of N1,072.74. Early in
April, the Naira actually strengthened against the dollar.
This seemed to be a positive response to a series of policy
actions taken by the Central Bank of Nigeria (CBN) aimed at

curbing speculation in the forex represents a 5.8%

depreciation from the beglnmng of the month and a significant
drop from its mid-April high of N1,072.74. Early in April, the Naira
actually strengthened against the dollar. This seemed to be a
positive response to a series of policy actions taken by the
Central Bank of Nigeria (CBN) aimed at curbing speculation in
the forex market. However, sentiment shifted after the IMF
Spring meetings. Since then, the Naira has weakened steadily,
marking its eighth consecutive depreciation. Several factors are
contributing to the Naira's recent decline are Increased demand
for dollars which could be due to factors like higher import
needs or businesses seeking to hedge against inflation, also
stronger U.S. dollar where the U.S. dollar has been gaining
strength against other currencies on the global market, putting
additional pressure on the Naira, The rising inflation is another
factor, where high inflation erode confidence in the Naira and
encourage people to seek dollar holdings as a store of value,

Graph 4: Trend of Exchange Rate in April, 2024 (Pounds and USD to Naira)
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pounds

and, lower forex turnover decrease in the total amount of foreign
currency being traded can also contribute to exchange rate
Central Bank
acknowledges the ongoing volatility and expects

volatility. The Governor, Yemi Cardoso,
"ups and
downs" in the future. This unstable forex environment poses
challenges for Nigeria's economy, potentially impacting import
costs and further fueling inflation. The recent interest rate hike
by the CBN (from 22.75% to 24.75%) is an attempt to address

these issues.




StOCk Market ReVieW Table 2: Top Price Gainers

The Nigerian equities market ended the month of April

. . . . PREVIOUS MONTH CHANGE
Bullish. This Surge was fueled by increased investor sell-off MONTH CLOSE IN CHANGE IN
ity follow fit-taking i ) h STOCK SYMBOL CLOSE (¥) ™) PRICE PRICE (%)
activity following profit-taking in previous months. Investors SEIGEIP 20103128 )
are rebalancing their portfolio towards financially robust
stocks and dividend payouts.
i ' o o ) MORISON 176 4.05 2.29 130.11
This waning optimism was reflected in investor sentiment and
purchasing patterns, leading to a decline in the All-Share
Index. The index concluded April below the 100,000 mark, CUTIX 2.60 3.10 0.50 19.23
settling at 98,225.63 index points. This marked a notable 6.05
percent decrease from march’s closing point of 104,562.06. CAP 24.00 28.60 4.60 19.17
Likewise, market capitalization depreciated by 1.17 percent,
closing at N54.707 trillion, lower than the previous month's
. NAHCO 32.00 36.30 4.30 13.44
close of N55.357 trillion.
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During the month; the Nigerian stock market witnessed a =

significant decline in trading activities compared to the
previous month. Specifically, the total volume of shares
traded amounted to 7.83 billion, with a total value of N154.22
billion across 145,085 deals. This stands in contrast to the

32.67

27.87

robust activity observed in march, where 7.84 billion shares, SCCESSCORR
valued at N269.28 billion, changed hands through 189,224

deals. Furthermore, the market exhibited a negative breadth,
ZENITHBANK

12.40

25.88

=
o
a

with only 24 stocks recording gains, while 77 stocks incurred
losses, and 54 remained unchanged. Source: NGX, WCL Research

The change in trading activities reflected investors' reactions
Table 1: Some Sector Performance - o o
to prevailing market conditions, as they seek to optimize

Index Close Change % Change returns amidst evolving economic landscapes. This strategic
maneuvering underscores the significance of dividend yields as

a key factor influencing investment decisions,The proposed

RO e R25T98 j2o80 RS bank recapitalization has also played a significant role in
shaping the banking sector index. The Central Bank of Nigeria
(CBN) issued a circular to all Commercial, Merchant, and Non-
NGX Consumer g CAGD G5 )

Goods it b d Interest Banks; and Promoters of new Banks mandating these
entities to increase their Minimum Capital Requirements. The
recapitalization exercise, in addition to other concerns in the

NGX Banking 774.35 -254.53 24.74 industry, has led to significant selloffs in the banking index on
NGX, with indications suggesting investors are concerned
. about banks' capacity to raise the requisite capital in their
NGX Industrial 4686.98 -148.56 -3.07
category all at the same time and the dilution of their shares.
We anticipate the market to trend downwards in the market in
NGX Insurance 379.60 -31.90 -1.75 the month of May. Government policies are also poised to

pique investor interest, alleviate foreign exchange pressures,

Source: NGX, WCL Research

and ease macroeconomic tensions.

STOCK MARKET REVIEW



Power & Energy

Nigeria's Crude Oil Production Went Southwards...

The 650,000 barrels per day Dangote Refinery concluded plans to
begin the supply of refined products - Automotive Gas Qil (AGO)
to the Nigeria domestic market at NGN1,225 per litre. This event
was expected to kickstart in the month of May 2024. The price of
AGO dropped by 20.6 percent to NGN 1,350 per litre during from
NGN1,700 per litre which it sold in March. After several meetings
between the management of the Refinery and the oil marketers,
Dangote Petroleum Refinery further slashed the prices of diesel
and aviation fuel to NGN940 and NGN980 per litre respectively.
This NGN940 price change was however applicable to customers
buying five million litres and above while NGN970 applies to
those buying one million litres and above from the refinery. The
price slash enhanced the strategic partnership between Dangote
Refinery and MRS Oil and Gas stations to ensure consumers get
diesel at NGN1,050 per litre at their outlets across the nation. In
the same vein, Eterna Plc was appointed as an official distributor
for domestic sales of Dangote Petroleum Refinery products in
Nigeria. This was borne as a result of the company’s dedication
to enhancing product supply, recognizable investment in
through both
partnerships with third-party transportation providers.

trucking vehicle acquisition and strategic

The Nigerian Electricity Regulatory Commission approved an
increase in electricity tariff for customers under the Band A
classification. Band A classification entails those who enjoy 20
hours of electricity supply daily and represent a 15 percent of the
12 million electricity customers in the country. Power companies
are allowed to raise electricity prices to N200 (USDO0.15) per
NGN68 for
development came as a result of the Nigerian Midstream and

kilowatt-hour from urban consumers. The

Downstream Petroleum Regulatory Authority intention to
increase the price of natural gas, which is used to generate more
than 70 percent of electricity in Nigeria.

POWER & ENERGY

Raise Capital for Your Project
with Ease...

Raoising project finorce is o5 simple as ABCD...

A

Access quick delbt and equity
finance from local and foreign
SOUNCE=.

Benefit from our strategic alliances with
leading foreign project and infrastructure
financiers.

Capitalise on our experience and slaneg
relationship with development finance
inswtutions,

Deploy chaeap financial resources that wil
escalatz growth and ensure stabiline of
youur business.



May 2024 Economic Outlook

The Watershed Research Leading Economic Indicator (WR-LEI) is a
statistical tool used to forecast the economic outlook. The graph
demonstrates that given all macroeconomic parameters in
consideration, the economy will continue in its declining state for
the month of May. The supply of the United States dollars by the
Central Bank of Nigeria (CBN) to the foreign exchange market was
responsible for the slight improvement in the economy. The
sustainability of this move alongside other implemented reforms is
expected to yield positive and lasting result in the near term. We
also expect the Federal Government to improve the condition of the
agricultural sector especially in the area of storage to reduce
massive selloff and wastage which is majorly responsible for the
price increase.

Chart 5: WR-Leading Economic Indicator (May 2024)

Source: NGX, CBN, NBS & WCL Research
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All expressed views articulate the research analyst(s)
opinions regarding the companies, securities, industries
in this report. The analyst(s)
compensation or remuneration is in no way connected

or markets discussed

A reference to a particular investment or security in this
report should not be deemed nor interpreted as an
hold or

instrument. It is important to mention that Watershed

investment proposition to buy, sell such an

(either directly or indirectly) to the specific Capital Limited does not presently do business with

recommendations, estimates or opinions expressed companies covered in its research reports. Should such a

herein. relationship be established which could affect the
objectivity of this report, there will be a disclosure in its
regard.

Disclaimer

Whilst reasonable care has been taken in preparing this document to ensure the accuracy of facts stated herein and that the ratings,
forecasts, estimates and opinions also contained herein are objective, reasonable and fair, no responsibility or liability is accepted
either by Watershed Capital Limited or any of its employees for any error of fact or opinion expressed herein. No reliance should be
placed on the accuracy, fairness or completeness of the information contained in this report as it has not been verified by the research
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estimates and opinions set forth in this document constitute the analyst(s) position as at the date of the report and may not necessarily
be so after the report date as they are subject to change without notice. It is also instructive to note that a Company’s past performance
is not necessarily indicative of its future performance as estimates are based on assumptions that may or may not be realized. The
value, price or income from investments mentioned in this report may fall as well as rise due to economic conditions, industry cycles,
market indices, operational or financial conditions of companies or other factors. Thus, Watershed Capital Limited and its employees
shall not accept liability for any loss arising from the use of this document or its contents in making investment decisions or
recommendations. All investors are solely responsible for their investment decisions. Any investments discussed may not be suitable
for all investors and the reader(s) should independently determine their suitability and evaluate the investment risks associated with
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business in Nigeria. This document is for information purposes only and for private circulation. No portion of this document may be
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