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" Efforts Towards a Thriving Economy...

Domestic Business Environment

The Central Bank of Nigeria (CBN), unveiled its intention to start a fresh round of
regulator-induced recapitalization of commercial banks. This was disclosed
during the Chartered Institute of Bankers of Nigeria (CIBN) dinner by its
leadership. The goal of this present administration is to drive the national
economy to achieving a Gross Domestic Product (GDP) of USD1 trillion over the
next seven years. The attainment of this goal is dependent on the adequacy of
the financial system and its capital sufficiency to accommodate this purpose,
N hence, the need for recapitalization. The first step to this, is achieving capital
adequacy as commercial banks will need to increase their capital. The financial
| sector is one of the prevailing sectors contributing to the elevation of the
5 country’s economic growth.

¥ The Federal Executive Council (FEC) gave approval to the N27.5 trillion 2024
appropriation bill. The approved budget is N1.5 trillion higher than the N26
trillion initially approved at the passage of the Medium Term Framework (MTEF)
and Fiscal Policy document by the National Assembly. The proposed budget was
presented with the aim to complete critical infrastructure projects that would
help address structural problems in the economy while lowering the costs of
doing business for companies and the cost of living for the average Nigerian. A
growth rate of 3.76 percent in terms of GDP has been proposed while inflation is
expected to moderate to 21.4 percent in 2024. Critical allocations of N7.6 trillion
(31.9 percent of the total budget) was made to education, health, defence and
security, infrastructure and social development and poverty reduction
programmes.

Another effort of the CBN towards improving the financial sector is its plan to
review its licensing framework for payment services. This plan is expected to lead
to the development of new regulatory and compliance framework for this sector.
Recent development in the fintech landscape has raised concerns regarding the
use of technology. This has allowed some licenses to operate outside the
approved activities and breaching the boundaries set for them. While the review
is to be made, payment service providers are expected to operate with a Payment
Service Provider License, Payment Terminal Service Provider License, Mobile
Money Operator License, Switching and Processing License, or a Payment
Solution Service Provider License.

HIGHLIGHTS Energy Sector this Week

D e =it oo i Akl A a VAT gl alasl=latal Nigeria and Angola opposed the reduction in their crude oil production quota by
the Organisation of Petroleum Exporting Countries (OPEC). The lower quota limit

is a reflection of the countries’ diminished production capacity during the year.

2. Energy Sectok

3 Foreign News This has led to the inability of OPEC to finalize its production policy for 2024. The
4. Stock Market Review country’s 2024 quota was initially cut to 1.38 million barrels per day from 1.74

million barrels per day in June 2023. With Nigeria being unable to meet this cut,
5. Stock Recommendation OPEC agreed to give Nigeria a 2024 quota of 1.58 million bpd, subject to

independent verification that it could really pump that much. Nigeria is making
efforts to boost its output by reviving dormant oilfields and pushing more
production onshore. It is also introducing fresh measures to address ongo.in.g

security threats. 'Rﬂ“ﬁuk
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Asia: Asian stocks ended broadly lower on Friday as mixed
economic signals from China pointed to feeble economic recovery
in the world's second-largest economy. The dollar slipped to snap
two days of gains while Treasuries held steady as traders weighed
Fed rate cut prospects. Gold was set for a third weekly gain after
declining in the previous session. Oil prices extended losses from
the previous session and were set for a sixth straight week of
declines as skepticism mounted over OPEC+ output cuts. The
OPEC+ group of petroleum producing nations on Thursday agreed
to voluntary output cuts totaling about 2.2 million barrels per day
for early next year, following a slump in crude prices and
predictions of a renewed surplus next year. China's Shanghai
Composite index recovered from early losses to finish marginally
higher at 3,031.64 after China's Caixin Manufacturing PMI
unexpectedly expanded in November and an unidentified state
institution reportedly bought exchange-traded funds. Hong Kong's
Hang Seng index fell 1.25 percent to 16,830.30. Japanese markets
edged lower after the release of disappointing manufacturing data.
The Nikkei average slipped 0.17 percent to 33,431.51 while the
broader Topix index settled 0.32 percent higher at 2,382.52. Chip-
testing equipment maker Advantest and Uniglo operator Fast
Retailing both fell over 1 percent while automaker Toyota Motor
rose 1.4 percent. Seoul stocks tumbled as battery makers and
technology stocks declined affected by a drop in Tesla and Nvidia
shares overnight. The Kospi average fell 1.19 percent to 2,505.01.

Europe: European stocks traded higher on Friday, with miners
leading the surge on improved manufacturing data from China.
Encouraging Eurozone manufacturing and U.K. house price data
also boosted sentiment ahead of ISM manufacturing PMI readings
from the U.S. as well as Fed Chair Jerome Powell's speech due later
in the day. Eurozone factory downturn remained strong in
November, but reductions in output, new orders and inventories
eased. The HCOB Eurozone Manufacturing PMI, compiled by S&P
Global, improved to 44.2 from 43.1 in October. Elsewhere, U.K.
house prices rose by 0.2 percent in November, marking the third
successive monthly increase, the latest Nationwide house price
index revealed. The pan European STOXX 600 was up 0.7 percent at
464.87 after rising 0.6 percent on Thursday. The German DAX,
France's CAC 40 and the U.K.'s FTSE 100 were up between 0.6
percentand 0.8 percent. Anglo American, Antofagasta and Glencore
jumped 3-6 percentafter China's Caixin-manufacturing activity
unexpectedly expanded: in-November. The Caixin manufacturing
Purchasing Managers' Index rose to a three-month high of 50.7 in
November from 49.5 in"October. AstraZeneca added 1.2 percent
after announcing it"is" discontinuing two phase Il trials into
hyperkalaemia treatment. Capgemini slipped half a percent. The
French information technology services and consulting major said
that its Chief Financial Officer, Carole Ferrand, is stepping down to
pursue other career opportunities. Bechtle AG, a German IT
systems house and e-commerce provider, plunged 5.5 percent after
announcing a convertible bond offering. Reinsurer Swiss Re fell
about 2 percent after it announced new financial targets for 2024.
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US: Stocks may move to the downside in early trading on Friday,
giving back ground after the Dow jumped to its highest level in
well over a year in the previous session. The major index futures
are currently pointing to a modestly lower open for the markets,
with the S&P 500 futures down by 0.2 percent. Traders may look
to cash in on yesterday's gains, which also saw the S&P 500 reach
its best closing level in four months. Overall trading activity may
be somewhat subdued, however, as traders await remarks by
Federal Reserve Chair Jerome Powell. Later this morning, Powell
is scheduled to participate in a fireside chat with Spelman College
President Helene Gayle. Powell and Fed Governor Lisa D. Cook are
also due to participate in a roundtable discussion at Spelman
College later in the day. Traders will be looking to Powell's
comments for additional clues about the outlook for interest rates
amid optimism the Fed is done raising rates. Shortly after the start
of trading, The Institute for Supply Management is scheduled to
release its report on manufacturing activity in the month of
November. The ISM's manufacturing PMI is expected to inch up to
47.6 in November from 46.7 in October, although a reading below
50 would still indicate a contraction. The Commerce Department
is also due to release its report on construction spending in the
month of October. Construction spending is expected to increase
by 0.4 percent.
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Stock Market Review

The Nigerian stock market ended the week on a bullish
note. The main index measuring market performance, All-
Share-Index (ASI) appreciated by 0.27 percent to close the
week at 71,419.87 points. This was higher than the previous
week's close of 71,230.48 points. This performance resulted
from the continued positive investor sentiment during the
week. Investors are rebalancing their portfolios ahead of
the year end and dividend earning season also the delisting
of union bank share further reduced market capitalization.
Consequently, market capitalization Depreciated by 0.23
percent to settle at N39..082 trillion. A total volume of 2,543
billion shares worth N 38,644 billion in 36,138 deals was
traded this week on the floor of the Exchange. This was in
contrast to the 2.425 billion shares worth N22.665 billion in
33,230 deals that was traded the previous week. We
anticipate a downward sentiment this coming week as
investors would be rebalancing their portfolios and
companies taking stocks for the close of the year.

Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 32
stocks, decline of 49 stocks, while 73 equities remained
unchanged.

Similarly, all other indices finished higher with the
exception of NGX Main Board, NGX Insurance, NGX AFR Div
Yield, NGX MERI Growth, NGX Consumer Goods, NGX
Industrial Goods and NGX Sovereign Bond which
depreciated by 0.11%, 2.03%, 1.33%, 0.57%, 0.47%, 1.23%
and 0.65% respectively while the NGX ASeM index closed
flat. The financial Services Industry (measured by volume)
led the activity chart with 1.721 billion shares valued at
N18.281 billion in 17,151 deals, thereby accounting for
67.68 percent (to the total equity turnover volume and
value).This was followed by Conglomerates Industry with
200.584 million shares valued at N1.546 billion in 2,073
deals Services with 122.025 million shares valued at
N376.167 million in 2,051 deals.

Chart 1: NGX ASI and Market Capitalization (November 24-December
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Table 1: Top Price Gainers

Week Week Change
Close A
Stock Symbol Open (N) (N) in Price
27/11/23 01/12/23 (N)
MECURE 9.21 12.99 3.78
NNFM 28.85 36.00 7.15
THOMASWY 2.08 2.5 0.42
NSLTECH 0.55 0.64 0.09
SUNUASSUR 1.13 1.26 0.13

Source: NGX Group, WCL Research

Table 2: Top Price Losers
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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 238.00 240.00 253.60 273.89 5.67 14.04x

HOLD 37.05 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 240.00 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 104.00 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 189.90 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 14.75 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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