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5 Monetary Policy Rate Surges Further to 22.75 Percent...

Domestic Business Environment

The Central Bank of Nigeria (CBN) held its first Monetary Policy Committee (MPC)
meeting since the beginning of the new administration. The inability of the
committee to meet before now had heightened the uncertainties hovering over
the economic space of the nation. During the meeting, the committee resolved to
raise the Monetary Policy Rate (MPR) by 400 basis points to print at 22.75
percent. The rate had been static at 18.75 percent all through the second half of
the 2023 fiscal year. The immediate implication of this upward adjustment is an
R increase in the cost of capital/borrowing for both individuals and businesses.
This may further impair the activities of manufacturing companies. The rate is
N the benchmark rate from which other financial market rates are derived. The
" Cash Reserve Requirement (CRR) was also increased from 32.5 percent to 45.0
percent while liquidity rate was retained at 30 percent. While the apex bank
§ continues with tightening the money supply, we expect other non-monetary
policies to be significantly improved upon to curb the persistently rising
inflation.

The commitment of the CBN towards clearing the foreign exchange backlog and
strengthening the local currency was renewed during the week. The CBN cleared
an additional genuine forward foreign exchange backlog requests up to the tune
of USD400 million from the existing balance of USD2.2 billion. This payment has
left the CBN being obligated to only five commercial banks which will be
attended to in a short period. This with other activities of the CBN during the
week strengthened the naira in the foreign exchange market both the official and
parallel market at NGN1595.11 and NGN1490 respectively.

The Federal Government (FG) further created an Economic Advisory Committee
which comprises of the sub-nationals and the private sector. This came as a
rescue move to the falling exchange rate, rising inflation and other economic
headwinds responsible for the worsening cost of living crisis. The goal of the
committee is to provide additional efforts in stabilising the economy and
ensuring the best economic future for Nigerians. All the stakeholders involved
pledged their commitment and support to the birthing of the goal going forward.

Energy Sector this Week

Blackout continued in its spread across the nation during the week. The Federal

HIGHLIGHTS Government (FG) took an intervention step to address the situation. Identified

: . . reasons for the blackout was reduction in the number of gas supplying
1. Domestic Business Environment , , , o
companies and the indebtedness of the FG to gas companies. Nigeria gets more

2EEnergy Seckels than 70 percent of its electricity from thermal power plants that run on gas while
3 Foreign News the remaining amount comes from hydropower-generating plants. The Federal
Government paid USD120 million out of the USD1.3 billion debt to gas companies
for the supply of gas to run gas-fired power plants across the country.

4, Stock Market Review
5. Stock Recommendation

Aba Geometric Power Plant was commissioned 20 years after it was initiated.
This plant was created to solve the problem of overestimation and electricity
bills and extortion. The project is worth USD 800 million and it is open for
investments from both the public and private sectors. ;R/ﬁuiuk

Copyrights @ 2024 WATERSHED CAPITAL LIMITED. All rights reserved. page 01



Foreign News

page 02

Asia: Asian shares turned in a mixed performance on Friday after
the release of key U.S. and Chinese economic data. A key U.S.
inflation metric closely watched by the Federal Reserve increased
at the slowest rate in nearly three years, fueling hopes for a Fed rate
cut in June. China reported mixed data, increasing pressure on
policymakers to unveil more stimulus. An official survey showed
China's factory activity shrank for the fifth straight month in
February. The Caixin survey contrasted with the official data as
both production and new orders grew faster in February. The non-
manufacturing activity expanded at a faster pace in the month, but
home sales slump dragged on despite increased support from
regulators to salvage the beleaguered property market. China's
Shanghai Composite index rose 0.39 percent to 3,027.02 after a
choppy session ahead of the annual gathering of the National
People's Congress next week, during which Beijing will announce
the annual GDP growth target. Hong Kong's Hang Seng index edged
up 0.47 percent to 16,589.44. Japanese markets hit a record high as
tech-related stocks surged on expectations for a U.S. rate cut in
June. The Nikkei average rallied 1.90 percent to a new closing high
of 39,910.82, while the broader Topix index settled 1.26 percent
higher at 2,709.42. Advantest, Screen Holdings and Tokyo Electron
climbed 3-4 percent while Al-focused startup investor SoftBank
Group added 1.3 percent. Operating conditions in Japan's
manufacturing sector continued to deteriorate in February, while
the unemployment rate remined steady at 2.4 percent in January,
separate reports showed earlier today.

Europe: European stocks advanced on Friday as investors reacted
favorably to in-line U.S. inflation data and comments from Fed
officials signaling the possibility of rate cuts in June. Closer home,
flash estimates showed earlier in the day that Eurozone
manufacturing activity slowed slightly in February amid weak
demand. Eurozone CPI numbers along with U.S. reports on
manufacturing activity, construction spending and consumer
sentiment may garner investor attention later in the day. The pan-
European STOXX 600 was up 0.4 percent at 496.76 after ending
largely unchanged on Thursday. The German DAX added half a
percent, France's CAC 40 edged up 0.1 percent and the U.K.'s FTSE
100 climbed 0.7 percent. Aegon tumbled 3.7 percent. The Dutch
insurer posted a net loss of 199 million euros for the full-year 2023.
German aerospace and defense company Rheinmetall AG rose over
1 percent as it received a-further contract to supply Skynex air
defensesystems to a European customer. Germany's Sixt SE gained
1 percent. The car rental leader outlined optimistic revenue and
earnings forecast for-the full year after a challenging first quarter.
Daimler Truck soared 13.5 percent. The truck maker lifted dividend
and announced a share buyback program after 2023 profit topped
forecasts. Aerospace major Airbus SE edged up slightly in Paris. The
company announced 155 commitments, including 40 firm orders,
for its various multi-mission helicopters at the Heli-Expo 2024 trade
show.
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US: After ending the previous session mostly higher, stocks may
show a lack of direction in early trading on Friday. The major
index futures are currently pointing to a roughly flat open for the
markets, with the S&P 500 futures just below the unchanged line.
Traders may take a step back to assess the near-term outlook for
the markets after yesterday's gains lifted the Nasdaq and S&P 500
to new record closing highs. While yesterday's in-line inflation
data added to optimism about the Federal Reserve eventually
cutting interest rates, the timing of the first rate cut remains
uncertain. A rate cut later this month has largely been ruled out,
but CME Group's FedWatch Tool is currently indicating a 21.7
percent chance of a quarter point rate cut in May and a 67.6
percent chance of a rate cut by June. Traders may also be
reluctant to make significant moves ahead of key economic
events next week, including congressional testimony by Fed Chair
Jerome Powell and the monthly jobs report. Shortly after the start
of trading, the Institute for Supply Management is scheduled to
release its report on manufacturing activity in the month of
February. The ISM's manufacturing PMI is expected to inch up to
49.5 in February from 49.1 in January, but a reading below 50
would still indicate contraction. The University of Michigan is also

due to release its revised reading on consumer sentiment in the
month of February. The consumer sentiment index for February is
arevised from the preliminar

ading of 79.6,
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Stock Market Review

The Nigerian stock market performance this week ended
on a bullish note. The main index measuring market
performance, All-Share-Index (ASI) depreciated by 3.27
percent to close the week in the red zone at 98,751.98
points. This was lower than the previous week's close of
102,088.30 points. The decline was due to the continued
sell pressure amongst investors. Investors are taking profit
and rebalancing portfolios for dividend payment gains.

In like manner, market capitalization depreciated by 3.27
percent to settle at N54.035 trillion. A total volume of
1.881 billion shares worth N34.149 billion in 48,465 deals
was traded this week on the floor of the Exchange. This
was in contrast to the 1.377 billion shares worth N31.584
billion in 42,040 deals that was traded the previous week.
We anticipate a continued sell sentiment to dominate the
market this coming week as more investors cherry pick
stocks for dividend payments and more company results
are released.

Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 27
stocks, decline of 54 stocks, while 72 equities remained
unchanged.

Similarly, all other indices finished lower with the
exception of NGX ASem, NGX AFR Bank Value and NGX
Sovereign Bond which appreciated by 16.93%, 1.15%, and
8.25% respectively.

The financial Services Industry (measured by volume) led
the activity chart with 1.275 billion shares valued at
N20.427 billion in 24,801 deals, thereby accounting for 68
percent (to the total equity turnover volume and value).
This was followed by Conglomerate Industry with 227.237
million shares valued at N2.972 billion in 3,351 deals .The
Oil & gas Industry followed next with 115.327 million
shares valued at N746.959 billion in 2,704 deals.

Chart 1: NGX ASI and Market Capitalization (February 23,- March 01,
2024
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Table 1: Top Price Gainers

Week
Stock Symbol Open (N)
26/02/24
JULI 2.43
PZ 26.50
STERLNBANK 4.35
UNIVINSURE 0.35
CONHALL 1.25

Source: NGX Group, WCL Research

Table 2: Top Price Losers

26/02/z028 27j03/z02s 280212004 29/02/2024 OHIRE 1y air
— 1 =P MARKET CAPITALISATION
Source: NGX Group, WCL Research

Source: NGX Group, WCL Research

Week
Close

(N)
01/03/24

BN

33.75

5.00

0.4

1.40

Change
in Price

(N)

1.41

7.25

0.65

0.05

0.15

Change
in Price
(%)

60.26

27.36

14.94

14.29

12.00
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Table 3: Stock Recommendation

CURRENT PROJECTED EXPECTED
EXIT PRICE
RATING PRICE (NGN) PRICE RETURN P/E RATIO
(NGN) (NGN) (%)

MTNN SELL 200.7 240.00 253.60 273.89 5.67 14.04x

HOLD 32.50 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 243.00 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 135.00 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 231.50 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 15.20 13.80 14.77 15.95 7.03 111.43x

e Limit Price is the recommended maximum entry price.

Watershed Research uses a 3-tier recommendation system
for stocks under coverage: Buy, Hold and Sell.

Rating Definitions

BUY - Total expected return of 20% and higher

HOLD - Total expected return of between 0% and 19%

SELL - Total expected return of 0% and below

e Investment Recommendation is based on Fundamental analysis.
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Government Bonds

Corporate Bonds

Commarcial Popers

Traasury Bills

Bankers' Acceptance amongst others.
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CONTACT: 6, Jubilee Road (by Magodo GRA Il 2nd Gate), Opposite Alausa Secretariat , Magodo GRA Il, Lagos.
EMAIL: research@watershedcapitallimited.com, clients@watershedcapitallimited.com,
TELEPHONE: (+234) 809 462 2953, 811 200 2720, 701 800 9996, 901 355 5349.

We are committed to adding value to you

and your Investment in real terms...
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