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5 Nigerian Stock Market Falls for the First Time in 2024...

Domestic Business Environment

The business week opened with the implementation of more measures by the
Central Bank of Nigeria (CBN) to check the volatility of the naira. The deposit
money banks (DMBs) rendered their support towards the directive implemented
by the CBN. This event led to the appreciation of the naira as dollar supply rose
by 180 percent to reach USD440 million from USD156.86 million on the official
foreign exchange market. The CBN had mandated that the DMBs’ Net Open
Position must not exceed 20 percent short or 0 percent long of the shareholders
R funds going forward. The CBN continued in clearing its foreign exchange backlog.
The backlog which was initially at USD7 billion in 2023 has been reduced to
USD2.2 billion. However, this process had revealed that a sum of USD2.4 billion is
" invalid due to identified infractions. This was revealed during a forensic audit
that was carried out to support the clearance process. This value became invalid
§ as a result of not having valid imported documents, entities that doesn’t exists or
overstatement of value.

The Bank of Industry (Bol) recommits itself to national economic growth. The
bank is expending NGN200 billion to support manufacturers and businesses
across the nation. This fund is to be disbursed under three categories which are
the Presidential Conditional Grant Scheme, the FGN MSME Intervention Fund and
the FGN Manufacturing Sector Fund. The Presidential Conditional Grant Scheme
is @ NGN50 billion grant scheme to support nano business owners, the FGN MSME
Intervention Fund is a NGN75 billion fund for Micro, Small and Medium
Enterprises in Nigeria while the FGN Manufacturing Sector Fund is a NGN75
billion fund that would be used to support eligible manufacturing companies.
This is expected to help cushion against the rising costs of production, marketing
and distribution of products and other factors affecting the manufacturing sector
in Nigeria.

As we await the CBN to hold its bimonthly Monetary Policy Committee (MPC)
meeting this month, the CBN recommits its meeting to impact and complement
the current fiscal activities to ensure it is signaling the economy in the right
direction. The focus of the CBN remains price stability and lowering of inflation.

Energy Sector this Week
HIGHLIGHTS The Port Harcourt Refinery got a supply of 475,000 barrels of crude oil from Shell

1o IS Ao S N S = hVA R deXalnal=Ta k@l Petroleum Development Company Limited during the week. This supply is to
kickstart the operations of the refinery as this is the first supply it will be getting
in the past few years. Operations in the Refinery has been stalled due to the poor
3. Foreign News state of the plant. This has been recently rehabilitated and tested to ensure its
4. Stock Market Review position for sustainable operations. This milestone is expected to support the

2. Energy Sectok

government’s aspiration of achieving steady supply of petroleum products to the
downstream market alongside generate revenue which is beneficial to the
economy of the nation.

5. Stock Recommendation
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Asia: Asian stocks ended mixed in thin trading on Friday, with
markets in China, Indonesia, Taiwan and South Korea closed for
public holidays. Gold held steady in Asian trading and the dollar
traded higher as investors awaited annual revisions to monthly U.S.
inflation data due later in the day for clues to the Federal Reserve's
progress in taming consumer prices. On Thursday, Federal Reserve
Bank of Richmond President Thomas Barkin said that the U.S.
central bank has time to be patient before cutting rates. Qil prices
were on course for a weekly gain after hopes of a ceasefire between
Israel and Hamas fizzled out. Hong Kong's Hang Seng Index fell 0.8
percent to 15,746.58, extending losses for a third day running on
concerns over China's struggling economy and heightened
geopolitical tensions in the Middle East. Iran and Iraq have warned
that a wave of U.S. strikes against militants backed by Tehran could
trigger greater instability across the region. Japanese shares hit
fresh 34-year highs before closing on a flat note. Sentiment was
underpinned after comments from Bank of Japan governor Kazuo
Ueda suggested that the central bank is in no rush to shift its easy
policy settings. The Nikkei 225 Index finished marginally higher at
36,897.42, while the broader Topix Index settled 0.2 percent lower
at 2,557.88. SoftBank Group surged 8.7 percent to extend gains
from the previous session after it posted earnings that beat
analysts' expectations. Nissan Motor plunged 11.6 percent after
trimming its sales volume forecast for this financial year.

Europe: European stocks were subdued on Friday, with heighted
geopolitical tensions in the Middle East, Fed rate uncertainty and
mixed earnings results weighing on investor sentiment. On a light
day on the economic front, Destatis reported that Germany's
consumer price inflation softened to the lowest level in just over
two-and-a-half years, as initially estimated in January. The
consumer price index registered an annual increase of 2.9 percent
in January, slower than the 3.7 percent rise in December. That was
in line with the flash data published on January 31. Further, this
was the weakest inflation rate since June 2021, when prices had
risen 2.4 percent. On a monthly basis, consumer prices moved up
0.2 percent in January, confirming the flash data. Markets eagerly
await annual revisions to the seasonal adjustment factors for U.S.
consumer price data later in the day for further direction. The pan
European STOXX 600.was.marginally lower at 485.12 after finishing
marginally lower the previous day. The German DAX and the U.K.'s
FTSE 100 were |little-changed-while France's CAC 40 slipped 0.3
percent. Austrian sensor'maker Ams-OSRAM surged 14 percent after
reporting Q4 sales in line with market expectations. Bellway fell
about 1 percent. The British home builder reported weak housing
revenue in its first half, reflecting lower completions and pricing.
Victrex shed 2.3 percent. The polymers group said it had a "soft
start" in its first quarter and therefore making full-year guidance
could be tricky. Tesco gained 1 percent. The groceries and general
merchandise retailer announced a deal to sell certain banking
operations to lending major Barclays.
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US: Stocks may move to the upside in early trading on Friday,
adding to the modest gains seen at the close of yesterday's
lackluster session. The major index futures are currently pointing
to a higher open for the markets, with the S&P 500 futures up by
0.4 percent. The markets appear poised to extend their recent
upward trend, which has lifted the Dow and the S&P 500 to new
record highs. With the recent strength in the markets, the Nasdaq
is also closing in on the record highs the tech-heavy index set in
November of 2021. Traders are likely to pay close attention to
whether the S&P 500 can finish the day above 5,000. The broad
market index peeked above 5,000 on Thursday but closed slightly
below what could be a key psychological level. Overall trading
activity may be somewhat subdued, however, as a lack of major
U.S. economic data may keep some traders on the sidelines.
Traders may be reluctant to make significant moves ahead of the
release of key data next week, including reports on consumer and
producer price inflation, retail sales and industrial production.
Among individual stocks, shares of Cloudflare (NET) are soaring in
pre-market trading after the cloud services provider reported
fourth quarter results that beat expectations and provided upbeat
guidance. Bitcoin miner CleanSpark (CLSK) is also seeing
substantial pre-market strength after reporting an unexpected
fiscal first quarter profit on better than expected revenues.
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Stock Market Review

The Nigerian stock market performance this week ended
on a bearish note. The main index measuring market
performance, All-Share-Index (ASI) depreciated by 2.45
percent to close the week in the negative zone. The market
traded negatively throughout the week to end at
101,858.37 points. This was lower than the previous week's
close of 104,421.23 points. This performance was on the
back of investors sell off of major stocks. Also, the move
by investors to diversify portfolios in search of higher
yields, especially on Treasury Bills contributed to the
negative performance. This further led to depreciation of
total market capitalization. Market capitalization
depreciated by 2.49 percent to settle at N55.735 trillion.

A total volume of 2.478 billion shares worth N47.856 billion
in 54,982 deals was traded this week on the floor of the
Exchange. This was in contrast to the 3.893 billion shares
worth N95.147 billion in 69,117 deals that was traded the
previous week. We anticipate a mixed market sentiment in
the coming week as investors continued to anticipate a
higher dividend yield.

Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 20
stocks, decline of 68 stocks, while 66 equities remained
unchanged.

Similarly, all other indices finished lower with the
exception of NGX ASeM which appreciated by 4.63%.

The financial services led the activities chart (By volume
and value) by 1.687 billion shares valued at 28.514 billion
in 25,751 deals this was followed by Conglomerates
Industry with 210.272 million shares valued at N2.988
billion in 4,419 deals Oil & Gas Industry with 203.777
million shares valued at N2.139 billion in 4,544 deals.
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Source: NGX Group, WCL Research

Table 1: Top Price Gainers

Week Week Change Change
Close R A
Stock Symbol Open (N) N) in Price in Price
V)
05/02/24 09/02/24 (N) (%)
MEYER 4.30 6.91 2.61 60.70
JULI 0.70 1.01 0.31 44.29
GEREGU 568.00 675.90 107.90 19.00
CORNERST 1.90 2.23 0.33 17.37
MAYBAKER 6.30 7.04 0.74 11.75

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

MTNN SELL 275 240.00 253.60 273.89 5.67 14.04x

HOLD 38 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 270.00 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 166.5 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 244 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 18.5 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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