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Nigeria’s Economy Grew Below Expectation...

Domestic Business Environment

The business week opened with intense pressure on the economy as the local
currency slide further in the foreign exchange market. The naira exchanged as
high as NGN2000 against the United States dollars in the parallel market. This
trend in volatility has defied the efforts of the Central Bank of Nigeria (CBN) in
increasing foreign exchange supply and reviving the strength of the naira. In
response to this trend, the CBN partnered with the Office of the National Security
Adviser (ONSA) to investigate and penalise those involved in illicit activities
W within the foreign exchange market, locally and internationally.

§ Data from the Nigerian Bureau of Statistics revealed the nation’s Gross Domestic
" Product (GDP) grew averagely by 2.74 percent in the 2023 fiscal year. This was
lower than the 2.9 percent reviewed projection of the International Monetary
Fund (IMF) and the 3.10 percent growth recorded in 2022. The economy
experienced a 3.46 percent growth year-on-year in real terms in the last quarter
of 2023. This is a 0.98 percent increase from 2.54 percent recorded in the
preceding quarter of the same. This performance was mainly driven by the
services sector with a 56.55 percent contribution to the aggregate GDP.

The Nigeria unemployment rate surged to 5.0 percent in the third quarter of
2023. This represents a 0.8 increase from 4.2 percent recorded in the preceding
quarter of the same. This index has revealed the increase in the misery of
Nigerians. With inflation currently at 29.90 percent, the nation’s misery index
prints at 34.90 percent. We expect an immediate action to relieve the impact of
this indices on the economy in the interim.

In preparation towards the first meeting of the Monetary Policy Committee under
the new administration of the apex bank, the committee members were
reconfirmed by the upper legislative chamber. The leadership of the CBN remains
the Chairman of the MPC, four deputy governors of the CBN and seven others are
appointed as members of the committee. We expect the outcome of this
deliberation to be channeled towards addressing the urgent economic
inadequacies of the country.

Energy Sector this Week
HIGHLIGHTS Whilst the scarcity of premium motor spirit (PMS) spreads across the nation, the

; 7 . irregularities in the distribution and supply of electricity also deepens during the
1. Domestic Business Environment

week. This has left significant stress on the workings of the economy. The
2. Energy Sectok intention of the power Distribution companies (DisCos) to hike electricity tariff
through the Ministry of Power was kicked against by the Senate. This increment
was to settle the indebtedness of the power sector to electricity-generating
4. Stock Market Review companies (GenCos) and gas companies (GasCos) which had risen to over N3tn.
5. Stock Recommendation The Ministry’s proposition to remove electricity subsidy was also rejected. This
was as a result of the economic hardships in the country currently.

3. Foreign News
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Asia: Asian stocks rose broadly in thin trading on Friday, with
Japanese markets closed for a public holiday. While a rally on Wall
Street to record closing highs boosted sentiment, potential gains
were capped by heightened geopolitical tensions, hawkish
comments from a Federal Reserve official and signs that China's
real-estate downturn is getting worse. Israeli Prime Minister
Benjamin Netanyahu's war cabinet has agreed to send a
negotiating team to Gaza for truce talks taking place in Paris amid
growing tensions in the Middle East. The dollar held steady after
Federal Reserve Governor Christopher Waller said Thursday he
would need "at least another couple more months" of data before
deciding to cut interest rates. Gold was set for a weekly gain, while
oil prices dipped slightly and were set to close the week a tad lower
on demand concerns. China's Shanghai Composite Index rose 0.6
percent to 3,004.88 after data showed home prices declined at a
slower pace for both new and existing units in January. Hong
Kong's Hang Seng Index ended 0.1 percent lower at 16,725.86 after
a choppy session. Seoul stocks edged up slightly, with the Kospi
rising 0.1 percent to 2,667.70 following an overnight rally on Wall
Street, driven by growth and technology stocks. Australian markets
ended modestly higher as financials gained ground ahead of key
inflation data due next week. Tech stocks also surged, with Block
soaring 16.5 percent to reach its highest level since last August.

Europe: European stocks were little changed on Friday as investors
reacted to hawkish comments from a Federal Reserve official and a
slew of mixed regional data. The euro remained slightly above the
1.08 level in a narrow range after data showed the German
economy contracted as estimated in Q4 on weaker investment.
Gross domestic product slid 0.3 percent sequentially after
stagnating in the third quarter, according to revised data from
Destatis. The headline German IFO business climate index
improved to 85.5 in February from the January print of 85.2.
Elsewhere, survey data from GfK showed that U.K. consumer
confidence dropped in February on weak economic conditions. The
consumer sentiment index fell to -21 in February from -19 in
January. The score was seen at -18. The pan European STOXX 600
was marginally higher at 495.48 after climbing 0.8 percent on
Thursday to surpass its previous record close on Jan. 5, 2022. The
German DAX traded with.a.negative bias, while France's CAC 40 and
the U.K.'s FTSE 100 both were'marginally higher ahead of remarks
from European Central Bank policymakers, including President
Christine Lagarde. Swiss engineering company ABB fell about 2
percent after it named Morten Wierod as its new CEO. Standard
Chartered jumped 6.5 percent in London. The lender announced a
$1 billion share buyback after posting quarterly earnings that beat
estimates. Aerospace and defense group Chemring dropped 1.2
percent after keeping expectations for fiscal 2024 performance
unchanged. German insurer Allianz fell more than 3 percent after its
fourth quarter profit came in slightly below expectations.
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US: Following the substantial rally seen in the previous session,
stocks may see further upside in early trading on Friday. The
major index futures are currently pointing to a modestly higher
open for the markets, with the S&P 500 futures up by 0.1 percent.
Stocks may continue to benefit from the upward momentum
sparked by Al darling Nvidia's (NVDA) upbeat earnings news,
which propelled the Dow and S&P 500 to record highs on
Thursday. Overall trading activity may be somewhat subdued,
however, as traders take a breather following yesterday's surge. A
lack of major U.S. economic data may also keep some traders on
the sidelines ahead of the release of several key reports next
week. The Commerce Department's report on personal income
and spending is likely to be in focus next week, as it includes
readings on inflation said to be preferred by the Federal Reserve.
Traders are also likely to keep an eye on reports on durable goods
orders, new home sales, consumer confidence and manufacturing
activity. Among individual stocks, shares of Carvana (CVNA) are
skyrocketing in pre-market trading after the used car care retailer
reported its first-ever annual profit and provided upbeat earnings
guidance for the current quarter. Entertainment company Live
Nation (LYV) is also likely to see initial strength after reporting
better than expected fourth quarter 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 3.44
percent to close the week in the negative zone. The market
traded negatively for three trading days and gain twice
during the week but ended the weeks trade at 102,088.30
points. This was lower than the previous week's close of
105,722.78 points. Similarly, the market capitalization
depreciated by 3.44 percent to settle at N55.861 trillion of
the total market capitalization.

A total volume of 1.377 billion shares worth N31.584 billion
in 42,040 deals was traded this week on the floor of the
Exchange. This was in contrast to the 1.559 billion shares
worth N36.497 billion in 42,546 deals that was traded the
previous week. We anticipate a mixed market sentiment in
the coming week.

Investors' sentiment as measured by market breadth in the
week's session was negative with the advancement of 14
stocks, decline of 66 stocks, while 74 equities remained
unchanged.

Similarly, all other indices finished lower with the
exception of NGX ASem, NGX Consumer Goods and NGX Qil
and Gas which appreciated by 11.66%, 2.01% and 0.01%
respectively.

The financial services led the activities chart (By volume
and value) by 960.519 billion shares valued at 16.844
billion in 19,669 deals this was followed by Conglomerates
Industry with 115.241 million shares valued at N1.511
billion in 2,859 deals Oil & Gas Industry with 80.866 million
shares valued at N1.721 billion in 2,726 deals.
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Table 1: Top Price Gainers

Week Week
Close
Stock Symbol Open (N) (N)
P 23/02/24
JULI 1.47 2.34
SUNUASSUR 1.78 2.09
FBNH 28.00 31.00
GEREGU 901.00 985.00
PRESTIGE 0.57 0.62

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Chart 1: NGX ASI and Market Capitalization (February 16,- February - - - - .

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 247.5 240.00 253.60 273.89 5.67 14.04x

HOLD 34.00 37.15 43.13 46.58 16.10 28.95x
OKOMU OIL HOLD 243.00 236.80 268.70 290.20 13.47 19.58x
BUA CEMENT SELL 150.00 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 244.00 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 15.10 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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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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