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" New Beam of Hope in the Energy Sector...

Domestic Business Environment

As the yuletide season draws closer, the pangs of scarce cash becloud the
domestic environment. The Central Bank of Nigeria (CBN) revealed there has
been a secret agreement between some Deposit Money Banks (DMBs) and Point-
Of-Sale (POS) operations. This agreement has impaired the availability of
physical cash thereby disrupting the seamless circulation of Naira. While the CBN
frowned against this act and is taking appropriate steps to be on top of the
§ situation and cautioned the party involved, it also advised Nigerians to use
b alternative payment platforms and channels for their transactions in the interim.

N The total public debt of the nation rose marginally to NGN87.91 trillion at the end
. of September 2023 from NGN87.38 trillion. Latest data from the Debt
Management Office (DMO) showed that there is a decrease in foreign debt stock.
| External debt decreased from USD43.16 billion in June 2023 to USD41.59 billion
while domestic debt increased by NGN1.8 trillion. The total external debt stood
at N31.98tn while domestic debt amounted to N55.93tn in the period under
review. The decrease in external debt was linked to the redemption of a USD500
million Eurobond and the payment of USD413.859 million as the first principal
payment of the USD3.4 billion loan obtained from the International Monetary
Fund (IMF) in 2020 during Covid-19.

Available data from the National Bureau of Statistics (NBS) revealed a marginal
increase in unemployment rate to 4.2 percent at the end of Q2 2023. The index
was previously at 4.1 percent after the NBS changed its employment calculation
methodology in Q1. The data further revealed that only 12 percent of Nigerian
workers are in wage employment and the remaining 88 percent are self-
employed. However, the model has been faulted to a point by some stakeholders
in that the figures are not reflective of the current realities of the country.

Energy Sector this Week

The Nigerian National Petroleum Company Limited (NNPCL) made a significant

move to fulfilled its pledge of achieving the mechanical completion of
rehabilitation work on the Area 5 Plant of the Port Harcourt Refining Company,
PHRC. The rehabilitation of the refinery has been ongoing for over two years.
Presently, 77.4 percent of the entire rehabilitation project has been completed.
The final completion of this process is expected to increase production level in

HIGHLIGHTS the country, increase revenue generation, boost the Liquefied Petroleum Gas

Do =t e e P A oo = alval do ol aal=Talal (LPG) industry as it a major by-product of the refinery and also stabilize the
prices of energy products.

2. Energy Sectok

3. Foreign News Meanwhile in the global market, Angola exits the oil cartel- Organisation of
4. Stock Market Review Petroleum Countries (OPEC). This was instigated by the dispute over crude oil

: production quota recently experienced. Angola opposed the cut in its quota to
5. Stock Recommendation 1.11 million barrel per day for 2024 which was based on diminished production

capabilities. The exit of Angola has led to a decline in crude oil prices as Brent
global benchmark dropped by 1.49 percent 70 USD78.49 per barrel while US West
Texas Intermediate declined by 1.44 percent to USD73.15 per barrel. e
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Asia: Asian stocks advanced on Friday after China reported mixed
economic data and the country's central bank boosted liquidity
injection through medium-term policy loans while keeping the
interest rate unchanged. The dollar wallowed near four-month
lows in Asian trade and gold consolidated its weekly gains while oil
prices were on course to snap a seven-week losing streak. China's
Shanghai Composite index fell 0.56 percent to 2,942.56 as investors
reacted to mixed economic readings and the announcement of new
measures to support the property market. Beijing and Shanghai
relaxed home purchase restrictions to help revive the sluggish
housing market. China's industrial output grew more than expected
in November, but the readings on retail sales and fixed asset
investment pointed to continued weakness in the economy. Hong
Kong's Hang Seng index jJumped 2.38 percent to 16,792.19 as lower
bond vyields on expectations of U.S. rate cuts in 2024 boosted
heavyweight technology stocks. Japanese shares rose notably
amid expectations that the Bank of Japan will maintain its ultra-
dovish stance at its policy meeting next week. Japanese
manufacturing activity contracted for a seventh straight month in
December, while service sector activity improved, data showed
earlier in the day.

Europe: European markets were mostly higher on Friday despite
the more cautious stances from the European Central Bank and the
Bank of England. ECB policymaker Francois Villeroy de Galhau told
Boursorama television today that the next move should be
lowering rates from record highs. Commodity-related stocks surged
after mixed economic data and positive signals from policymakers
in China. In economic releases, a survey showed the down in
Eurozone business activity deepened in December. The HCOB Flash
Eurozone purchasing managers' index (PMI) published by S&P
Global dropped to 47 from 47.6 in November. Elsewhere, France's
consumer price inflation slowed in November but exceeded the
initial estimate, final data released by the statistical office INSEE
showed. - Consumer price inflation eased to 3.5 percent in
November from 4.0 percent in October. The initially estimated rate
was 3.4 percent. The latest inflation figure was the weakest since
January 2022. The pan European STOXX 600 was up 0.3 percent at
478.01 after rising 0.9 percent to close at a 22-month high on
Thursday. The German DAX climbed 0.6 percent and France's CAC
40 rose 0.3 percent while the-U.K.'s FTSE 100 was marginally lower.
Symrise plunged nearly 9-percent after the German fragrance and
flavour maker revised down its adjusted EBITDA margin target for
the year. Munich Re shares rose 1.4 percent. The reinsurance
provider announced guidance for 2024, where it expects net profit
of 5 billion euros, citing stable operational activities in all business
segments. Clothing major H&M Group gained 1 percent after
reporting a rise in its preliminary net sales for the full year. Swedish
technology firm Sectra jumped over 15 percent after reporting
better-than-expected second-quarter results.
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US: Stocks may move to the downside in early trading on Friday,
giving back ground after ending the previous session mostly
higher. The major index futures are currently pointing to a lower
open for the markets, with the S&P 500 futures down by 0.4
percent. The futures came under pressure following the release of
a highly anticipated Labor Department report showing
employment in the U.S. increased by more than expected in the
month of November. The report said non-farm payroll
employment jumped by 199,000 jobs in November after rising by
150,000 jobs in October. Economists had expected employment to
climb by 180,000 jobs. The Labor Department also said the
unemployment rate dipped to 3.7 percent in November from 3.9
percent in October. The unemployment rate was expected to
remain unchanged. Treasury yields have jumped following the
release of the report, as the data has partly offset recent optimism
that the Federal Reserve could pivot toward interest rate cuts as
soon as March 2024. Shortly after the start of trading, the
University of Michigan is scheduled to release its preliminary
report on consumer sentiment in the month of December. While
the consumer sentiment index is expected to inch up to 62.0 in
December after falling to 61.3 in November, traders may pay
closer attention to the report's readings on inflation expectations.
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Stock Market Review

The Nigerian stock market has continued its bullish run this
week. The main index measuring market performance, All-
Share-Index (ASI) appreciated by 2.26 percent on a high as it
crossed the 74,000 mark to close the week at 74,023.27
points. This was higher than the previous week's close of
72,389.23 points. This performance was on the back of the
continued positive investor sentiment during the week.
Hence, there is renewed buy interest in some major banking
stocks. Similarly, market capitalization appreciated by 2.26
percent to settle at N40.507 trillion. A total volume of 2,474
billion shares worth N 53,787 billion in 35,848 deals was
traded this week on the floor of the Exchange. This was in
contrast to the 2.423 billion shares worth N45.070 billion in
34,704 deals that was traded the previous week. We
anticipate a mixed 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 positive with the advancement of 53
stocks, decline of 35 stocks, while 65 equities remained
unchanged. Similarly, all other indices finished higher with
the exception of NGX ASeM, NGX Consumer Goods and NGX
Growth which depreciated by 0.90%, 0.70% and 0.18%
respectively while the NGX Sovereign Bond index closed flat

The financial Services Industry (measured by volume) led the
activity chart with 1.756 billion shares valued at N24.641
billion in 17,589 deals, thereby accounting for 71 percent (to
the total equity turnover volume and value). This was
followed by Conglomerates Industry with 963 million shares
valued at N1.781 billion in 2,573 deals services Industry
with 93.820 million shares valued at N5218.510 million in
2,166 deals.

Chart 1: NGX ASI and Market Capitalization (December 15-December
22,2023
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Table 1: Top Price Gainers

Week Week
Close
Stock Symbol Open (N) (N)
SR 22/12/23
INFINITY 2.82 4.53
DAARCOMM 0.46 0.69
MULTIVERSE 9.89 13.97
TRANSCOHOT 46.90 63.80
TRANSCORP 6.96 8.8

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Thousand Poirkd/15/2023  12/18/2023 12/19/2023 12/20/2023 12/21/2003 mwmamm, Naira
A5 =3 MARKET CAPITALISATION
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 250.00 240.00 253.60 273.89 5.67 14.04x

HOLD 36.00 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 263.90 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 97.00 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 193.00 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 14.85 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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