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Domestic Business Environment

Despite efforts of the federal government to intervene in the agriculture sector,
especially to make fund available, frequent loan default has continued to
cripple the efforts. Data obtained from the Central Bank of Nigeria (CBN)
revealed that only 52.39 percent (N503 billion) of the N1.1 trillion disbursed
under the Anchor Borrowers Programme (ABP) had been repaid. This depicts
that the capital is not yet fully recovered, let alone the gains. This is in no little
way reducing the apex bank’s financing to the agriculture sector, thereby
N jeopardizing the plan to help smallholder farmers scale up and eventually
achieve food security. This default was premised on flooding, crop failure,
insecurity, infidelity among other fundamental issues. The Federal Government
h is however unrelenting in its effort to revive the economy. The CBN is making
significant move to repay all outstanding forward contract debts to commercial
¥ banks in the near days. BN has been in communication with the banks to get
workable structures to clear the debts at maturity. Also, this move is expected
to make foreign exchange available, stabilize exchange rates and cause a
rebound in the market. Also, the ability to secure $14 billion in fresh
investments from Indian private sector companies are expected to aid viatal
sectors of the economy including agriculture, power, manufacturing, etc.

The Stanbic IBTC Purchasing Manager Index (PMI) measuring economic trends in
manufacturing dropped in the month of August. The index dropped from 51.7
points reported in July to 50.2 points in August. This is the lowest point
recorded in five months. This drop was attributed to weakness in the currency
value and rising inflation. The index further revealed how prices pressures
diminished demand of goods and services. Rising transportation costs led to
increase in operating cost and delay in supply delivery. We expect more
palliative to be made available to this sector to revive the index going forward.

Data obtained from the CBN revealed a surge in external reserves in the month
of August. The nation’s external reserved increased by USD1.87 million from
USD33.95 million in the month of July. This improvement was based on the
policies of the CBN aimed at stabilizing the foreign exchange market. Other
factors responsible are inflow from foreign investors and the rise global oil
prices. The loan obtained by Nigerian National Petroleum Company Limited
(NNPCL) from Afrexim Bank is also perceived to have contributed to the uptick.

Energy Sector this Week
In a bid to maintain a balanced, fair and reasonable pricing of meters between
HIGHLIGHTS Meter Asset Providers and end-user customer, the federal government during
IR CS ATV N ES R Al Ta Il Ml the week reviewed the prices of single phase and three-phase prepaid meters
upward to N81,975.16 and N143,836.10 from the previous prices of N58,661.69
and N109,684.36. A directive to deploy customer engagement platforms within
the next three months beginning from 1st September 2023 was also issued
4. Stock Market Review within the week. This was through the Nigerian Electricity Regulatory
Commission (NERC). This is aimed at improving how distributing companies
(Discos) manage and resolve the complaints of end users. The platform to be
deployed will be a call centre which will provide additional values through the
monitoring of service quality and delivery to customers. Full compliance to this

directive by the Discos is expected to help power users experignce a seamless
service delivery going forward.
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Asia: Asian stocks fell on Friday amid lingering worries about tighter
U.S. Federal Reserve policy and slowing global growth. The U.S.
dollar edged lower in Asian trade but was on track to post its eighth
weekly gain. Oil prices were muted but headed for another weekly
gain on signs of tight supply. Chinese shares fell slightly, weighted
down by the gloomy trade data released the previous day and
escalating Sino-U.S. tensions as Beijing eyed broadening the
iPhone ban to state firms and agencies. The benchmark Shanghai
Composite index slipped 0.18 percent to 3,116.72. Hong Kong's
markets were closed due to a tropical storm. Japanese shares
tumbled after government data showed Japan's GDP grew less
than earlier estimated in the last quarter and wages slumped in
July, underscoring the fragile state of the country's economy. GDP
grew by an annualized 4.8 percent in the April-June quarter, below
the earlier estimate of 6 percent growth and expectations for a
revised 5.5 percent expansion. The Nikkei average fell 1.16 percent
to 32,606.84 while the broader Topix index settled 1.02 percent
lower at 2,359.02. Mobile game and ad company CyberAgent lost
6.8 percent to led losses. Tech stocks were among the biggest drag,
with chip-making equipment giant Tokyo Electron falling 3.8
percent. Seoul stocks finished marginally lower to extend losses for
a fourth consecutive session, with tech and auto stocks pacing the
declines. Chipmaker SK Hynix plunged 4.1 percent. Australian
markets ended in the red, dragged down by miners. BHP, Rio Tinto
and Fortescue Metals Group dropped 1-2 percent.

Europe: European stocks traded lower on Friday to extend recent
losses amid concerns over increasing Sino-U.S. tensions, slowing
global growth and uncertainty over the path of U.S. monetary
policy. On a light day on the economic front, data showed German
inflation slowed marginally in August as estimated but the rate
remained elevated due to the increases in energy and food prices.
Consumer price inflation slowed to 6.1 percent in August from 6.2
percent in July, according to final data from Destatis. The statistical
office confirmed the provisional estimate published on August 30.
Separate data out of France revealed that French industrial output
rebounded in July, increasing by 0.8 percent month-on-month
following a 0.9 percent fall in June. The pan European STOXX 600
was down half a percent at 451.49, extending losses for an eighth
consecutive session. The German DAX and France's CAC 40 both
gave up around 0.6 percent, while the U.K.'s FTSE 100 was down
half a percent. Saipem added 1 percent after the Italian energy
services group ‘clinched two new offshore contracts in Ivory Coast
and ltaly worth a total'of'around €850m ($910m). British property
developer and house-builder Berkeley Group Holdings fell about 1
percent despite reaffirming its earnings guidance. Restaurant
Group jumped more than 5 percent after Chairman, Ken Hanna
announced his decision not to seek re-election at the next AGM
during 2024 due to personal reasons. Computer services provider
Computacenter soared 7 percent. The corporate and public sector
technology provider reported 'extraordinary growth" in first-half
revenue, driven particularly by growth in Technology Sourcing
revenue.
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US: After trending lower over the past few sessions, 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 down by less than a tenth of a
percent. A lack of major U.S. economic data may keep some
traders on the sidelines ahead of the release of several key reports
next week. While the Commerce Department is due to release its
revised reading on wholesale inventories in the month of July, the
data typically does not impact the markets. Next week will see the
release of key reports on consumer and producer inflation as well
as reports on retail sales, industrial production and consumer
sentiment. The data could have a significant impact on the
outlook for interest rates ahead of the Federal Reserve's next
monetary policy meeting on September 19-20. The Fed is widely
expected to leave interest rates unchanged this month, but the
data could affect expectations for the November meeting and
beyond. Stocks came under pressure in early trading on Thursday
but regained some ground over the course of the session. The
major averages all climbed well off their lows of the session,
although the tech-heavy Nasdaq continued to post a notable loss.
The Nasdaq slumped 123.64 points or 0.9 percent to 13,748.83 and
the S&P 500 fell 14.34 points or 0.3 percent to 4,451.14.
Meanwhile, the narrower Dow climbed into positive territory and
ended the day up 57.54 points or 0.2 percent at 34,500.73.
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Stock Market Review

The Nigerian stock market performance ended the week on
a bullish note. The main index measuring market
performance, All-Share-Index appreciated by 0.91 percent
to close the week at 68,143.34 points. This was higher than
the previous week's close of 67,527.19 points. This
performance was due to the renewed momentum and
appreciation of major stocks within the week. Investors
began the week with optimism. Consequently, the market
appreciated in three trading sessions out of five. Similarly,
market capitalization grew by 0.91 percent to settle at
N186.7 trillion. This was higher than the previous week's
close of N182 trillion. A total volume of 2.644 billion shares
worth N 45.450 billion in 44,189 deals was traded this week
on the floor of the Exchange. This was in contrast to the
2.866 billion shares worth N37.050 billion in 33,968 deals
that was traded the previous week. We anticipate a mixed
performance in the market in the coming week. Investors'
sentiment as measured by market breadth in the week's
session was also positive with the advancement of 52
stocks, decline of 35 stocks, while 68 equities remained
unchanged. Data obtained from the Nigerian Exchange
Group revealed that all indices finished in the green (week
to date) with the exception of NGX Insurance Index, NGX QOil
& Gas Index, Industrial Goods Index, NGX Growth Index and
and NGX Sovereign Bond Index which depreciated by 2.94
percent, 0.12 percent, 0.49 percent, 2.28 percent and 0.46
percent respectively. The financial services led the activity
chat (by volume), thereby accounting for 60.03 percent of
total equity turnover, volume and value, with 1.587 billion
shares valued at 20.896 billion traded in 18,686 deals. This
was followed by oil & gas industry (contributing 15 percent)
and consumer goods industry (contributing 8percent).

Chart 1: NGX:ASI-Market Capitalization 01-08 September, 2023
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Source: NGX Group, WCL Research

Table 1: Top Price Gainers

Stock Week Week

oc Open (N) Close (N)

Symbol 04/09/23 08/09/23
CWG 4.01 578
TATALIZERS 033 0.46
OANDO 5.55 7.70
BETAGLASS 39.00 51.85
OMATEK 0.46 0.58

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Source: NGX Group, WCL Research
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Table 3: Stock Recommendation

CURRENT PROJECTED EXPECTED

EXIT PRICE DIV. YIELD INVESTMENT

SYMBOL RATING PRICE PRICE RETURN P/E RATIO
(NGN) / (%) PERIOD
(NGN) (NGN) (%)

“ BUY 39.00 39.00 45.17 48.78 15.82 30.39X 1.03 1.28 6 Months

e Limit Price is the recommended maximum entry price.

e Investment Recommendation is based on Fundamental analysis.

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
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FUND MAMAGERS

Underlying Assels

Governmeant Bonds

Cormporate Bonds

Commerciol Papers

Treasury Bllis

Bankers' Accepiance amongst ofhers.

Product Objectives

« Fixed and stable income
« Reallstic cash-flow prajection
«  Stregs-fres invastmeant

Product Features

« Compefilive rofe of relum
« Minimum tenor of 91 doys

« Regulor top up ovailoble

« Avaiable to oll colegories of investors

Benefits to Investors

1. Fred Peronal Finaonce Advice
® 2 Fined ond prediciobie rehum on vwasimen!
a Sy == I e 3. Easy Eniry ond Exit
4, lero Penaliy on 72hrs eardy liguidafion nofice
5 Investment Safety

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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