HIGHLIGHTS

1. Domestic Business Environment

2. Energy Sectok

3. Foreign News

4. Stock Market Review

5. Stock Recommendation

“
FEBRUARY 02, 2024 Q@TERSHED
CAPITAL

w4

...adding value in real terms!

WatershedResearch

WEEKLY NEWSLETTER Economic and Financial Market Analysis

 Improvement in Business Activities...

Domestic Business Environment

The business week opened with further depreciation of Naira both on the
Investors and Exporters (I & E) window and the parallel market. The Naira
exchanged as high as NGN1,520 against the United States (U.S.) dollars. This
resulted due to scarcity of the U.S. dollars for transactional purposes. This event
had negatively impacted economic and business activities. Sudden surge in the
prices of goods and services is one of the evident impacts. In a bid to put this

{ situation in check and stabilize the volatile exchange rate, the Central Bank of

Nigeria (CBN) gave a sell off directive to commercial banks. The directive entails
them to sell all excess foreign exchange holdings and warned against hoarding

b excess foreign currencies for profit reasons. In response to this, the Deposit

Money Banks made frantic efforts to offload their surplus dollar stocks. The swift

4 adherence to this directive led to a rebound of the naira in the parallel market as

the level of foreign exchange activities increases. The naira appreciated to
NGN1,420 per U.S. dollars in the parallel market. We expect more workable
policies to be deployed in the interim to further strengthen the naira and ease
the economy.

Business activities showed improvement in the month of January as revealed by
the Stanbic IBTC Purchasing Managers’ Index. The index rose to 54.5 points as
against 52.7 points recorded in December 2023. This increase is the second
consecutive increase since November 2023 and the highest record since
December 2022. This further reveals a recovery in the Nigerian private sector with
expansion in outputs and increasing new orders. Meanwhile inflation remains
elevated with weak currency, high costs of energy products and raw materials.
We expect this improvement to translate to a stronger economy as the year
advances.

Energy Sector this Week

The 650,000 barrels per day Dangote Refinery during the week sought an external
source of feedstock for its operations. This is not unconnected to the
speculations of Nigeria being unable to meet the crude oil demand for the
refinery. Crude oil theft, lack of new investment in fresh oil fields are identified
factors that may impose setback on the operations of the refinery. However,
Nigeria is intensifying its efforts to boost output by resurrecting its dormant
oilfields, pushing more onshore production and introducing fresh measures to
address security threats.

The Nigerian National Petroleum Company Limited (NNPCL) met with a South
Korean consortium led by Daewoo E & C on gas projects development. This
discussion was aimed towards the deepening of the company’s drive to tap into
the nation’s gas resources to be a supplier of clean and affordable energy to the
global market.
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Asia: Asian stocks advanced on Friday after Meta and Amazon
delivered forecast beating results. iPhone maker Apple also
delivered strong results for its fiscal first quarter, but its China sales
missed Wall Street targets. Investor sentiment was also
underpinned by a broadly weaker dollar and falling yields as recent
indicators signaled cracks in the U.S. labor market. The U.S.
January jobs report will be released later in the day, with analysts
expecting a modest slowdown in job growth. Chinese shares fell
sharply despite promises of further fiscal stimulus from the
government to boost the government amid a deepening property
slump. The benchmark Shanghai Composite index tumbled 1.46
percent to 2,730.15 while Hong Kong's Hang Seng ended 0.21
percent lower at 15,533.56, giving up early gains. Japanese shares
eked out modest gains as chip-related stocks followed their U.S.
peers higher. The Nikkei average rose 0.41 percent to 36,158.02
while the broader Topix index ended up 0.22 percent at 2,539.68.
Aozora Bank plunged 15.9 percent to extend losses for the previous
session after flagging its first annual net loss in 15 years as a result
of higher provisions for U.S. commercial property. Broadcasting
company Nippon Television Holdings soared 22.8 percent after a
share buyback announcement. Peers TV Asahi Holdings and TBS
Holdings rallied 17.6 percent and 16.7 percent, respectively. Seoul
stocks soared after data showed South Korea's exports rose for a
fourth month in January and consumer inflation slowed to a six-
month low.

Europe: European stocks were seeing modest gains in cautious
trade on Friday, a day after the Bank of England signaled that it will
likely lower borrowing costs this year for the first time since 2020.
On a light day on the economic front, data showed France's
industrial production growth more than doubled in December.
Industrial output grew 1.1 percent on a monthly basis, following
November's 0.5 percent gain. The growth rate was forecast to ease
to 0.2 percent amid sluggish activity in the wider euro area. The pan
European STOXX 600 rose half a percent to 486.34 after declining
0.4 percent on Thursday. The German DAX climbed 0.8 percent,
while France's CAC 40 and the U.K.'s FTSE both were up around half
a percent ahead of the all-important U.S. jobs report due later in
the day. Swedish home, appliances maker Electrolux slumped 4.5
percent after its net loss more than'tripled in 2023. Garden
equipment maker Husqvarnar-rallied 2.4 percent after posting a
smaller-than-expected: Q4 loss. France's Vinci SA gained about 1
percent. Its unit.Nuvia has bagged a six-year contract from Swedish
energy company Vattenfall, to dismantle units 1 and 2 of the
Ringhals nuclear power plant in Sweden. Adidas shares were up 1.4
percent. The German sportswear giant intends to sell the remaining
stock of Yeezy sneakers from its discontinued collaboration with
Kanye West, at a minimum of the production cost. Wizz Air Holdings
shares soared more than 8 percent. The airline reported higher
number of passengers flying in its aircrafts for January compared to
the same period last year. Peer EasyJet rallied 3.5 percent.
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US: Stocks showed a significant rebound from Wednesday's sell-
off on Thursday and 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 0.4 percent.
The markets may benefit from a positive reaction to earnings
news from Facebook parent Meta Platforms (META) and online
retail giant Amazon (AMZN). Shares of Meta are spiking by 16.8
percent in pre-market trading after the company reported better
than expected fourth quarter results, announced its first-ever
quarterly dividend and authorized a $50 billion share buyback.
Amazon has also surged by 6.8 percent in pre-market trading after
reporting fourth quarter results that exceeded analyst estimates
on both the top and bottom lines. On the other hand, shares of
Apple (AAPL) have slumped by 3.4 percent in pre-market trading
after the tech giant better than expected fiscal first quarter
earnings but provided guidance for the current quarter that
hinted at weak iPhone sales. The major index futures also gave
back ground following the release of a Labor Department report
showing much stronger than expected job growth in the month of
January. The report said non-farm payroll employment spiked by
353,000 jobs in January compared to economist estimates for an
increase of about 180,000 jobs.
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Stock Market Review

Table 1: Top Price Gainers
The Nigerian stock market performance this week ended

on a bullish note. The main index measuring market Week Week Change Change
performance, All-Share-Index (ASl) appreciated by 1.97 Stock Symbol Open (N) Cl;se in Price in Price
percent to close the week in the positive zone after it 29/01/24 (N) (N) (%)

. . . 02/02/24
turned red for two trading days at 104,421.23 points. This

was higher than the previous week's close of 102,401.88
points. This performance was on the back of the
continued positive investor sentiment during the week. TRIPPLEG 2.83 4.02 119 42.05
Hence, the renewed buy interest in some banking stocks
contributed to the positive performance as investors
continued to cherry pick bell whether stocks with strong MEYER 3.56 4.30 0.74 20.79
fundamentals. Similarly, market capitalization appreciated
by 2.0 percent to settle at N57.158 trillion. A total volume
of 3.893 billion shares worth N95.147 billion in 69,117 deals CORNEST 1.58 1.90 0.32 20.25
was traded this week on the floor of the Exchange. This
was in contrast to the 2.981 billion shares worth N57.873
billion in 67,962 deals that was traded the previous week.

We anticipate a mixed sentiment to dominate the market Jutl 0.59 0.70 0.11 18.64
this coming week as more company results are released.
Investors' sentiment as measured by market breadth in the VERITASKAP 0.59 0.70 0.11 18.64

week's session was negative with the advancement of 27
stocks, decline of 64 stocks, while 64 equities remained  source: NGX Group, WCL Research
unchanged. Similarly, all other indices finished higher with
the exception of NGX CG, NGX Banking,NGX Pension, NGX
Insurance, NGX AFR Bank Value, NGX MERI Growth, NGX Table 2: Top Price Losers

MERI Value, NGX Oil and Gas and NGX Sovereign Bond
which depreciated by 2.75%, 4.52% 1.85%, 4.07%, 5.83%,
5.70%, 2.14%, 2.47% and 0.88% respectively.

The financial Services Industry (measured by volume) led
the activity chart with 2.640 billion shares valued at

N47.654 billion in 31,929 deals, thereby accounting for 68

percent (to the total equity turnover volume and value).
This was followed by Oil & Gas Industry with 347.962
million shares valued at N4.064 billion in 5,972 deals

Conglomerates Industry with 337.682 million shares valued

at N4.709 billion in 5,493 deals.
Chart 1: NGX ASI and Market Capitalization (January 29,- February
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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 290 240.00 253.60 273.89 5.67 14.04x

HOLD 39 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 185 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 259 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 19.5 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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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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