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-All-Share-Index Reaches All-Time High

Domestic Business Environment

During the business week, the Federal Government declared a revenue of N713.1
billion was generated from the windfall of naira devaluation. This result was
declared after an analysis was carried out on the government’s earnings. The
devaluation of naira which was announced in June 2023 was propagated towards
boosting the country’s foreign exchange earnings and revenue. The Central Bank
of Nigeria (CBN) instructed Deposit Money Banks (DMBs) to remove rate cap on
the naira at the official Investors and Exporters window (I & E) to enable it float

4 against the United State dollars and other global currencies. This has led to

decline in the value of naira on both the | & E window and the parallel market.

| However, this decline translated into revenue bump for the country. A weaker
" exchange rate is expected to boost returns from oil and gas exports for the

country.

The Central Bank of Nigeria (CBN) intensified its efforts in making physical cash
available for transaction across the country. This CBN maintained that every
banknote remains legal tender and should not be rejected by anyone. This
directive is in response to the report of cash scarcity across some major states
and cities in the country. To the effect of this, all CBN branches has been directed
to issue different denominations of both old and redesigned banknotes in
adequate quantities for onward circulation.

The Federal Government restated that the mandate of the ministry of labour and
employment is not primarily to settle disputes or create jobs for unemployed
citizens, but aid the government to ensure there is conducive environment to
boost job availability. Going with the current micro and macro-economic
environment of the nation, the best option for job creation is self-employment or
entrepreneurship. This is so because of its capacity for expansion.

Energy Sector this Week

One of the concise efforts of the Federal Government to mitigate the effect of fuel
subsidy removal is the adoption of the use of Compressed Natural Gas (CNG).
During the week, a significant success was recorded towards this move. The

Presidential CNG Initiative inaugurated the Kaduna State CNG conversion center.
The facility was designed to convert conventional petrol vehicles into
Compressed Natural Gas-powered vehicles. This transformation is not only
expected to reduce operational cost but also to reduce carbon emissions
substantially. This is a wake-up call for other states to embrace this initiative
going forward.

The Nigerian National Petroleum Company Limited (NNPCL) is taking advantage
of the supply gap in the global market. This gap has been created by the ban on
Russian crude. Despite the shortage of supply to local refineries, crude oil
exports to Europe witnessed a significant increase. Prior the Russia-Ukraine war,
678,000 barrels per day (BPD) of oil was exported to Europe. It steadily climbed
to 710,000BPD and currently peaked to 730,000BPD. This is an indicator of a
steady preference for the Nigerian distillate-rich grades among the Eur?AE)ea.n.
refiners.
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Asia: Asian stocks declined on Friday as a jump in U.S. bond yields
following a weak Treasury auction coupled with Fed Chair Jerome
Powell's cautious comments on the rate hike path dashed
expectations of a peak in U.S. interest rates. Echoing recent
hawkish statements from several officials, Powell said on Thursday
that the Fed wasn't confident yet they had reached a sufficiently
restrictive level on monetary policy to bring inflation down to the 2
percent target. Powell's comments pushed the dollar higher and
dented demand for emerging market assets. Gold edged down on
dollar strength while oil prices rose but were set for another weekly
loss on demand concerns and easing Middle East tensions. China's
Shanghai Composite index dropped 0.47 percent to 3,038.97 on
increased worries of faltering demand, a day after data showed
consumer price inflation in the country slipped back into
contraction. Hong Kong's Hang Seng index fell 1.76 percent to
17,203.26 after the Industrial and Commercial Bank of China, the
world's biggest lender, was hit by a cyberattack. Japanese shares
closed lower after tech investor Softbank posted an unexpected
¥931bn ($6.2bn) net loss in its second quarter hit by falling
valuations in portfolio companies. Softbank shares plunged 8.2
percent while the Nikkei average dropped 0.24 percent to
32,568.11. The broader Topix index finished marginally higher at
2,336.72. Seoul stocks ended notably lower, with the Kospi average
falling 0.72 percent to 2,409.66. Posco Holdings, SK Innovation and
SK Bioscience plummeted 3-5 percent.

Europe: European stocks fell on Friday as hawkish comments from
Fed, ECB and BoE officials dented hopes that interest rate hikes are
finished. Investors were also reacting to data showing that the U.K.
economy failed to grow between July to September but avoided
the start of a recession. GDP was flat in the third quarter for the first
time this year, avoiding an expected decline, official data showed.
The pan European STOXX 600 dropped 0.7 percent to 444.49 after
gaining 0.8 percent on Thursday. The German DAX gave up 0.6
percent, France's CAC 40 shed 0.8 percent and the U.K.'s FTSE 100
lost 0.9 percent. Danish pharmaceutical giant Novo Nordisk rose
about 1 percent after it announced plans to invest $6 billion to
boost output. GN Store Nord soared 10.5 percent after posting
better-than-expected' third-quarter results.  Swiss luxury group
Richemont tumbled. 5.6 percent after reporting weaker-than-
expected earnings. Lower metal prices weighed on metal stocks,
with Anglo American and Antofagasta both falling over 2 percent.
Drinks group Diageo.plummeted 12 percent after a warning that
growth in operating profits will slow in the first half. Homebuilder
Redrow tumbled 6.4 percent after saying it expects annual profit
and revenue to be at the lower end of its forecast range. SCOR SE, a
tier 1 reinsurance company, plunged 9 percent in Paris after
quarterly gross written premium declined to 4.87 billion euros from
5.14 billion euros last year. German insurer Allianz rallied 2.5
percent after confirming its 2023 operating profit target.
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US: After coming under pressure in the latter half of the previous
session, stocks may move back to the upside in early trading on
Friday. The major index futures are currently pointing to a higher
open for the markets, with the S&P 500 futures up by 0.3 percent.
A pullback by treasury yields may contribute to initial strength on
Wall Street, as a jump in yields contributed to Thursday's
pullback. Yields surged in afternoon trading on Thursday
following a disappointing thirty-year bond auction and remarks
by Federal Reserve Chair Jerome Powell that renewed concerns
about the outlook for interest rates. Powell said the Fed is not yet
confident rates are at a sufficiently restrictive level to bring
inflation down to 2 percent and warned the central bank would
not hesitate to resume raising rates. Despite Powell's comments,
CME Group's FedWatch Tool currently still suggests the Fed is
likely to leave interest rates over the next several months before
cutting rates in mid-2024. Shortly after the start of trading, the
University of Michigan is due to release its preliminary reading on
consumer sentiment in the month of November. The consumer
sentiment index is expected to edge down to 63.7 in November
after falling to 63.8 in October. The report includes readings on
consumers' inflation expectations that could impact the outlook
for interest rates.
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Stock Market Review

The Nigerian stock market this week continued on a bullish
note. The main index measuring market performance, All-
Share-Index (ASl) appreciated by 0.93 percent to close the
week at 70,849.38 points. This performance resulted from
the continued positive investor sentiment through the
week. This was higher than the previous week's close of
70,196.77 points. This performance was premised on
sustained positive investors buy interest in some major
valued stocks. Similarly, market capitalization appreciated
by 0.95 percent to settle at N 38.925 trillion. A total volume
of 2.525 billion shares worth N 45.297 billion in 32,815 deals
was traded this week on the floor of the Exchange. This was
in contrast to the 2.451 billion shares worth N 40.570 billion
in 37,959 deals that was traded the previous week. We
anticipate a sustained positive interest in the market in the
coming week.

Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 37
stocks, decline of 43 stocks, while 75 equities remained
unchanged.

Similarly, all other indices finished higher with the
exception of NGX Insurance, NGX AFR Bank Value, NGX MERI
Growth and NGX Sovereign Bond which depreciated by
0.53%, 0.68%, 1.40% and 2.25% respectively while the NGX
ASeM index closed flat The financial Services Industry
(measured by volume) led the activity chart with 1.677
billion shares valued at N 28.776 billion in 14,655 deals,
thereby accounting for 66.44 percent (to the total equity
turnover volume and value).This was followed by QOil and
Gas Industry with 407.350 million shares valued at N1.561
billion in 3,273 deals and ICT Industry with 120.200 million
shares valued at N7.255 billion in 2,912 deals.

Chart 1: NGX ASI and Market Capitalization (November 06,-
November 10, 2023
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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)
06/11/23 10/11/23 (N) (%)
JAPAULGOLD 1.27 1.98 0.71 55.91
RTBRICOE 0.43 0.6 0.17 39.53
GLAXOSMITH 12.4 16.05 3.65 29.44
Pz 20.00 23.00 3.00 15.00
DEAPCAP 0.27 0.31 0.04 14.81

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 234.00 240.00 253.60 273.89 5.67 14.04x

HOLD 38.00 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 236.80 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 107.00 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 190.00 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 13.80 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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