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5 ; Inflation Ticked Further...

Domestic Business Environment

The business week opened with the release of the nation’s headline inflation
data by the Nigeria Bureau of Statistics (NBS). Inflation which is measured by the
Consumer Price Index (CPI) hits an all year high of 28.92 percent at the close of
2023 fiscal year. This is a 0.72 percent increase from 28.20 percent recorded in
November 2023. The index which has sporadically increased during the year has
been a major concern to all economic stakeholders, including consuming
households. The monetary policy rate (MPR) adopted as a tool to check inflation
N has over time had little to no effect on the rising index. Food inflation played a
major role in contributing to this increase. This is on the back of food insecurity
in the nation. The ongoing conflict in the Middle East is expected to impact food
insecurity in Nigeria. The increase in oil price as a result of conflict would lead to
increased transport and logistics costs which could disrupt supply chains and
§ worsen the already high food inflation witnessed in the country and other
neighboring region. While the effect of subsidy removal and floating of the
exchange rate system cannot be overlooked, another recognized driver of this
index was the increase in consumption order relating to the festive period. We
expect the Monetary Policy Committee of the apex bank to resume its bimonthly
meeting as the outcome remains a pointer to the performance of the economy in
terms of investment and capital acquisition. We also expect the programmes and
policies from the state of emergency declared on the agricultural sector to be
effectively executed and monitored to yield the desired result in the near term.

The Central Bank of Nigeria (CBN) intensified its efforts in correcting the
deficiencies in the exchange rate system. The CBN uncovered infractions, gross
abuses, and non-compliance with foreign exchange market regulations. This was
revealed from the forensic review associated with the forex backlog clearing
process it initiated some months back. This it has taken upon itself to punish and
all relevant stakeholders and agencies responsible for the abuse. The CBN is
resolved to sanitise the financial services sector and foster trust among all
market participants, as well as internal and external stakeholders, in the Nigerian
economy.

Energy Sector this Week

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

effort during the week and this yielded a recognizable result. It uncovered no

HIGHLIGHTS fewer than 83 illegal refineries and 15 illegal pipelines in the country. Alongside

: ; . this discovery, an illegal oil vessel loaded with thousand metric tonnes of crude

1. Domestic Business Environment was intercepted. We expect that the continuation of this effort will translate to a
i Energy Sector greater yield of crude products and in turn increase the nation’s revenue.

3. Foreign News

To ensure the reliability and sustainability towards meeting the nation’s fuel
4. Stock Market Review supply and energy security obligations, the NNPCL has come to a conclusion of
5. Stock Recommendation handing over the Port Harcourt oil Refinery to private operators. The firm seeks
to hand over the Refinery to reputable and credible operators for maintenance
purposes. The first phase of the rehabilitation process will allow for the
commencement of operations in the 60,000 barrels per day capacity facility.
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Foreign News
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Asia: Asian stocks ended mixed on Friday, even as softening Fed
expectations and bullish forecasts on Al demand lifted technology
stocks. The dollar consolidated weekly gains while gold headed for
a weekly loss on the recalibration of Fed rate-cut bets. Oil prices
were tad lower after rising in the U.S. trading session overnight on
heightened geopolitical tensions, higher forecasts for global oil
demand and data showing a drop in U.S. crude stockpiles last
week. China's Shanghai Composite index dropped 0.47 percent to
2,832.28 after reports that the country's largest brokerage has
suspended short selling for some clients in mainland markets.
Hong Kong's Hang Seng index fell 0.54 percent to 15,308.69,
marking a third consecutive weekly loss on worries about China's
economic recovery. Japanese shares snapped a three-day losing
streak and ended at a fresh 34-year high, as signs of slowing
inflation for a second straight month boosted bets the Bank of
Japan will keep its ultra-low interest rates steady next week. The
Nikkei average rallied 1.40 percent to 35,963.27 while the broader
Topix index settled 0.72 percent higher at 2,510.03. Technology
stocks rose, with Screen Holdings, Tokyo Electron and Advantest
climbing 6-8 percent on hopes for robust semiconductor demand
this year. Seoul stocks advanced and ended the week with notable
gains, with big tech stocks leading the way. The Kospi average
jumped 1.34 percent to 2,472.74. Market bellwether Samsung
Electronics surged 4.2 percent and No.2 chipmaker SK Hynix added
3.7 percent.

Europe: European stocks were seeing modest gains on Friday
ahead of European Central Bank President Christine Lagarde's
speech later in the day. She will participate in another panel today
in Davos after warning earlier this week that cutting interest rates
too soon could threaten Europe's progress in battling the inflation.
The British pound fell against the euro, dollar and other currencies
after data showed British retailers suffered the biggest drop in sales
for almost three years during December, increasing the odds of an
early rate cut by the Bank of England. Retail sales declined 3.2
percent on month in December, reversing the 1.4 percent increase
in November. The decline was also bigger than forecast of 0.5
percent drop. On a yearly basis, overall retail sales declined 2.4
percent; after a 0.2 percent gain. Elsewhere, German producer
prices declined for the sixth straight month in December due to
cheaper energy costs: The pan European STOXX 600 edged up 0.3
percent to 471.93,; after having risen 0.6 percent on Thursday to
shap a two-session losing streak. The German DAX and France's
CAC 40 both added around- 0.3 percent, while the U.K.'s FTSE 100
jumped 0.7 percent. In" corporate news, food delivery company
Deliveroo edged up slightly after saying it expects 2023 earnings
slightly ahead of guidance. 4imprint Group shares jumped 12
percent. The direct marketer of promotional products said that it is
expecting profit as well as revenue for the full year to increase from
last year. BASF rose about 1 percent after the German chemicals
major said that it expects to swing to a net income of €225m in
2023.
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US: Following the notable rebound seen over the course of the
previous session, stocks may see further 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 0.5 percent.
Technology stocks may see continued strength after helping lead
the advance on Thursday, when the tech-heavy Nasdaq surged by
1.4 percent. Optimism about the outlook for earnings may
contribute to continued strength in the tech sector ahead of next
week's release of quarterly results from companies like Intel
(INTC), IBM Corp. (IBM) and Netflix (NFLX). The Dow may also
receive a boost from a jump by shares of Travelers (TRV), with the
insurance giant spiking by 4.9 percent in pre-market trading.
Travelers is moving sharply higher after the company reported
fourth quarter earnings that exceeded analyst estimates. Shortly
after the start of trading, the National Association of Realtors is
scheduled to release its report on existing home sales in the
month of December. Existing home sales are expected to come in
unchanged in December after climbing by 0.8 percent to an
annual rate of 3.82 million in November. The University of
Michigan is also due to release its preliminary reading on
consumer sentiment in the month of January. The consumer
sentiment index is expected to inch up to 70.0 in January after
jumping to 69.7 in December.
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Stock Market Review

The Nigerian stock market performance this week closed
on a bullish note. The main index measuring market
performance, All-Share-Index (ASI) appreciated by 13.84
percent to close the week in the positive zone. The ASI
crossed the 90,000 mark to close the week at 94,538.12
points. This was higher than the previous week's close of
79,664.66 points. This performance was on the bourse of
the continued positive investor sentiment during the week.
Hence, the renewed buy interest in most stocks
contributed to the positive performance. Similarly, market
capitalization appreciated by 13.85 percent to settle at
N51.735 trillion. A total volume of 5.179 billion shares
worth N77.797 billion in 79,012 deals was traded this week
on the floor of the Exchange. This was in contrast to the
5.719 billion shares worth N88.828 billion in 80,064 deals
that was traded the previous week. We anticipate a
positive sentiment to dominate the market this coming
week.

Investors' sentiment as measured by market breadth in the
week's session was positive with the advancement of 81
stocks, decline of 16 stocks, while 58 equities remained
unchanged. Similarly, all other indices finished higher with
the exception of NGX Banking which depreciated by 0.12%
while the NGX ASeM index closed flat.

The financial Services Industry (measured by volume) led
the activity chart with 3.191 billion shares valued at
N33.413 billion in 36,276 deals, thereby accounting for 62
percent (to the total equity turnover volume and value).
This was followed by Conglomerates Industry with 473.638
million shares valued at N8.185 billion in 6,325 deals
Consumer Goods Industry with 460.149 million shares
valued at N17.484 billion in 12,550 deals.

Chart 1: NGX ASI and Market Capitalization (January 12,- January
19, 2024
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Source: NGX Group, WCL Research

Table 1: Top Price Gainers

Week
Stock Symbol Open (N)
15/01/24
TIP 1.84
DANGCEM 350.00
HONYFLOUR 3.88
MAYBAKER 5.49
MCNICHOLS 1.23

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Source: NGX Group, WCL Research

Week
Close

(N)
19/01/24

2.94

538.80

5.85

8.26

1.80

Change
in Price

(N)

1.10

188.80

1.97

2.77

0.57

Change
in Price
(%)

59.78

53.94

50.77

50.46

46.34
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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 290.10 240.00 253.60 273.89 5.67 14.04x

HOLD 40.00 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 148.50 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 259.00 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 20.10 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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DIV. YIELD

(%)

2.48

1.08

0.84

2.48

1.05

3.75

0.08

12.10

21.02

9.92

76.87

4.76
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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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