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" Business Activities Contracted on the Back of Rising
Inflation...

B Domestic Business Environment

The activities of the private sector as monitored by the Stanbic IBTC
Purchasing Managers Index (PMI) contracted in the month of February. The
index printed at 51.0 points down from 54.5 points recorded in January. The
decline is as a result of the pressures mounted upon prices of raw materials
and other operational resources. Inflation had consistently risen, thereby
beclouding the domestic economy. The private sector is severely impacted.
d Both input costs and output prices increased at sharpest rates thereby
. impacting demand. This led to a drop in business confidence, output volume
N and new orders across the nation. The rising consumer price index (CPI) and
. the volatile exchange rate were identified factors liable for this decline.

| The increase in the benchmark rate by the Central Bank of Nigeria (CBN)
supported the rebound of the Naira. The Naira appreciated four days straight
by 5.33 percent to trade at NGN1,534 as against NGN1615.94 it traded at the
end of February. The CBN seeks to mop up liquidity the economy by reducing
the cash available to exchange with the scarce United Stated dollars (USD).
This is expected to stabilize the performance of the local currency going
forward.

The CBN also recorded an increase in the oversea remittances in the month of
February. The remittances were valued at USD1.3 billion. This is four times the
USD300 million received in January. Foreign investors purchased more than
USd1l billion of Nigerian assets last month bringing total portfolio flows
recorded for 2024 to USD2.3. Foreign exchange inflows have been on a gradual
increase since the recent increase in the benchmark interest rate. Foreign
investors accounted for over 75 percent of bids received at the auctions
conducted on March 1 and 6, 2024 bringing securities issuances to be
significantly oversubscribed.

Energy Sector this Week

The increase in the Nigeria’s oil output for the month of January necessitated
the announcement of a new crude oil production target. The new target was
set to 2.5 million barrels per day. This was a development aimed at increasing
the foreign exchange earnings of the country. This came at a time when the
HIGHLIGHTS global benchmark price of Brent crude oil which had averaged at USD80 per

barrel experienced an uptick to trade at above USD84 per barrel. The timely
AR DY) [ A Tl AV I T LN S\ T oY e I e Yok i plementation of efforts towards achieving this set production target is
2. Energy Sector expected to increase the nation’s earnings by taking advantage of the rising
global price.

3. Foreign News

4. Stock Market Review As blackout deepens across the country, the Federal Government (FG) declared
its intention to withdraw the licenses of power distribution companies
(DisCos). The Transmission Company of Nigeria (TCN) had ensured power

5. Stock Recommendation

supply to DisCos across the nation. However, some DisCos have been found to
intentionally hold back the supply of electricity to consumers thereby
frustrating the effort of the government. 'i“ﬁ“i“ﬁ‘
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Asia: Stocks followed Wall Street higher on Friday to hit seven-
month highs as lower interest rates beckoned on the horizon

The dollar and Treasury yields were under pressure, helping
underpin sentiment ahead of the all-important U.S. jobs data due
later in the day that might offer further clues on when the Federal
Reserve could cut interest rates. Gold held steady near a record
high, while oil prices rose after ending Thursday's session lower on
Chinese demand concerns. China's Shanghai Composite Index rose
0.6 percent to 3,046.02 after Thursday's trade data signaled
increased demand. Hong Kong's Hang Seng Index climbed 0.8
percent to 16,353.39, with tech stocks surging after senior officials
announced plans to strengthen China's self-reliance and power in
advanced technologies during the National People's Congress.
Japanese markets ended slightly higher, while the yen hit a one-
month high against the greenback, helped by growing expectations
that the Bank of Japan could finally move away from its ultra-easy
monetary policy stance this month. The Nikkei 225 Index rose 0.2
percent to 39,688.94 but posted its first weekly drop in six. The
broader Topix Index closed up 0.3 percent at 2,726.80. Automakers
lost ground, with Toyota Motor, Suzuki Motor and Subaru falling 1-3
percent. Seoul stocks rallied following dovish comments from Fed
Chair Jerome Powell. The Kospi surged 1.2 percent to 2,680.35, led
by pharmaceutical stocks such as Samsung Biologics and Celltrio.

Europe: European stocks struggled for direction on Friday as
market focus shifted to Eurozone Q4 GDP data and the all-
important February U.S. jobs report due later in the day. Germany's
industrial production expanded in January, figures from Destatis
showed earlier today. Industrial production posted a monthly
growth of 1.0 percent, in contrast to the 2.0 percent fall in
December. Output was expected to climb 0.6 percent. Elsewhere,
France's trade deficit increased at the start of the year as exports
fell faster than imports, data released by the customs office
showed. The trade deficit widened more-than-expected to EUR 7.4
billion in January from EUR 6.4 billion in December. The pan
European STOXX 600 was up 0.1 percent at 503.76, reversing initial
losses after European Central Bank policymaker Francois Villeroy
de Galhau said that the central bank will likely cut interest rates in
April or June. European stocks struggled for direction on Friday as
market focus ‘shifted’ to Eurozone Q4 GDP data and the all-
important February U.S.jobs'report due later in the day. Germany's
industrial production expanded in January, figures from Destatis
showed earlier today. ‘Industrial production posted a monthly
growth of 1.0 percent, in contrast to the 2.0 percent fall in
December. Output was expected to climb 0.6 percent. Elsewhere,
France's trade deficit increased at the start of the year as exports
fell faster than imports, data released by the customs office
showed. The trade deficit widened more-than-expected to EUR 7.4
billion in January from EUR 6.4 billion in December.
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US: Following the notable rebound seen over the two previous
sessions, stocks may see further upside in early trading on Friday.
The major index futures are currently pointing to a modestly higher
open for the markets, with the S&P 500 futures up by 0.3 percent.
The futures turned positive following the release of the Labor
Department's closely watched report on employment in the month
of February. While job growth in February came in much stronger
than expected, the report also showed notable downward revisions
to job growth in the two previous months. The Labor Department
said non-farm payroll employment surged by 275,000 jobs in
February, while economists had expected employment to jump by
200,000 jobs. However, the report also said job growth in December
and January was downwardly revised to 290,000 and 229,000 jobs,
respectively, reflecting a net downward revision of 167,000 jobs. The
Labor Department also said the unemployment rate rose to 3.9
percent in February from 3.7 percent in January. Economists had
expected the unemployment rate to come in unchanged. The
downward revisions to job growth in the two previous months
combined with the increase in the unemployment rate may add to
recent optimism about the outlook for interest rates.
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Stock Market Review

The Nigerian stock market performance this week ended Table 1: Top Price Gainers

on a bullish note. The main index measuring market Week

performance, All-Share-Index (ASl) appreciated by 2.61 Week Close Fhan.ge .Chan.ge
percent to close the week in the green zone at 101,330.85 Stock Symbol Open (N) (N) in Price " I:rlce
points. This was higher than the previous week's close of R 08/03/24 ) (%)

98,751.98 points. The rise was due to the renewed buy

interest amongst investors of major fundamentally strong

stocks and the new listing of Transcorp Power Plc JULI 3.75 4.97 1.22 .58
(Transpower). Investors are rebalancing portfolios ahead

of dividend payments.

o o ) INTENEGINS 1.39 1.68 0.29 20.86
Similarly, market capitalization appreciated by 6.03
percent to settle at N57.293 trillion. A total volume of
2.157 billion shares worth N108.831 billion in 51,557 deals
TRANSCORP 14.28 17.00 2.72 19.05

was traded this week on the floor of the Exchange. This
was in contrast to the N1.881 billion shares worth N34.149
billion in 48,465 deals that was traded the previous week.
We anticipate a mixed sentiment to dominate the market pZ 33.75 40.00 6.25 18.52
this coming week as more investors cherry pick stocks for
dividend payments and more company results are
released.

FBNH 28.1 32.04 20.07 10.53
Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 21
stocks, decline of 54 stocks, while 72 equities remained
unchanged.

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Similarly, all other indices finished higher with the
exception of NGX Banking, NGX Insurance, NGX AFR Bank
Value, NGX MERI Growth, NGX MERI Value, NGX Consumer
Goods and NGX Sovereign Bond which depreciated by
1.40%, 5.22%, 3.39%, 1.80%, 1.86%, 1.21%, and 3.06%
respectively
The financial Services Industry (measured by volume) led
the activity chart with 899.483 billion shares valued at
N15.778 billion in 20,278 deals, thereby accounting for
41.70 percent (to the total equity turnover volume and
value). This was followed by Conglomerate Industry with
736.973 million shares valued at N12.902 billion in 4,996
deals .The Utilities Industry followed next with 208.511
million shares valued at N65.746 billion in 5,602 deals.
Chart 1: NGX ASI and Market Capitalization (March 01, - March 08 , - - - - -
2024
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Source: NGX Group, WCL Research Source: NGX Group, WCL Research

FALEEET




\
Q WATERSHED

CAPITAL
7 A

Table 3: Stock Recommendation

CURRENT PROJECTED EXPECTED
RATING PRICE EX;L:E')CE PRICE RETURN P/E RATIO
(NGN) (NGN) (%)

SELL 221.40 240.00 253.60 273.89 5.67 14.04x
HOLD 29.00 37.15 43.13 46.58 16.10 28.95x
HOLD 243.00 236.80 268.70 290.20 13.47 19.58x
SELL 141.00 105.00 110.4 119.23 5.14 35.20x
HOLD 231.50 190.00 196.80 212.54 3.58 9.83x
SELL 15.10 13.80 14.77 15.95 7.03 111.43x
BUY 20.15 22.0 28.29 30.00 28.59 7.48X
BUY 7.50 8.00 10.75 12.05 34.38 93.10X

UBA BUY 21.90 22.00 29.00 31.00 31.82 5.90X
BUY 7.15 8.00 11.05 13.00 38.13 196.00X
BUY 17.00 11.46 15.00 18.00 30.89 33.70X

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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( W ;SL'I:&RUE;HEQ Underlying Assets

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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