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Manufacturers increasing local sourcing to counter FX turbulence...
Domestic Business Environment

In the unfolding economic landscape, Nigeria’s manufacturing sector is
reconfiguring its strategies to navigate the shifting currency environment
and strengthen resilience. Firms across industries are innovating to
sustain operations and reduce foreign exchange exposure. Following last
year’s sharp naira devaluation, manufacturers accelerated the
substitution of imported raw materials with local alternatives. The share
of domestically sourced inputs rose to 57.1% in 2024, compared with
52.1% in 2023. For instance, a leading paint producer now procures 90%
of its calcium carbonate locally achieving nearly 60% in cost savings
while avoiding reliance on international FX transactions. Similarly, a glass
manufacturer has reduced forex risk by partnering with international
suppliers who invoice in naira, rather than depending on direct dollar-
denominated imports of soda ash. This shift reflects a broader trend of
operational retooling, aimed at lowering costs, stabilizing supply chains,
and embedding local value creation. However, challenges persist,
including infrastructure gaps, logistics bottlenecks, and regulatory
unpredictability.

Meanwhile, the country’s financial obligations have deepened,
particularly with respect to the World Bank. Nigeria’s outstanding debt to
the International Development Association (IDA) has reached US $18.2
billion, up from US $16.5 billion a year earlier a year-on-year increase of
US $1.7 billion showing a 10.3% increase. This growth in concessional
borrowing reinforces the gap between infrastructure needs and revenue
generation, highlighting the delicate balance between leveraging cheap
developmental funds and managing long-term debt sustainability.
Together, these developments underscore a dual narrative: homegrown
industrial resilience is becoming vital even as strategic external financing
continues to play a central role in meeting development imperatives.

Energy Sector this Week

In the energy sector, the National Petroleum Company, in partnership with
Sahara Group, expanded Nigeria’s Liquefied Petroleum Gas (LPG) carrier
fleet capacity to over 160,000 cubic meters with the commissioning of the
40,000 CBM MT lyaloja (Lagos) vessel. This strategic addition is expected to
HIGHLIGHTS ease supply bottlenecks in the domestic cooking gas market, where
. Domestic Business Environment inadequate transportation infrastructure has often created scarcity and
pushed prices upward. By boosting fleet size, the partners aim to improve

. Energy Sector

nationwide distribution efficiency, stabilize supply, and make LPG more

. Foreign News

affordable for households. Beyond immediate consumer benefits, the
. Stock Market Review investment supports Nigeria’s long-term clean energy transition by
. Stock Recommendation encouraging wider adoption of gas over firewood and kerosene, thereby
reducing deforestation and carbon emissions. It also enhances energy
security, reduces reliance on imports, and contributes to the government’s
broader goal of positioning gas as a key driver of sustainable economic

growth. ,i\,k,i\,k
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Asia: Asian stocks turned in a mixed performance on Friday as some
strong U.S. economic data and hawkish comments from several
Federal Reserve officials prompted traders to reduce their
expectations for imminent interest rate cuts. Investors await Fed
Chair Jerome Powell's upcoming speech at the Jackson Hole
symposium later in the day for additional clues on the timing and
size of potential interest rate cuts. Stalled Russia-Ukraine peace
talks and Fed independence worries also kept investors on edge.
China's Shanghai Composite Index rallied 1.5 percent to 3,825.76 as
a JPMorgan report suggested the rally in onshore Chinese stocks
will continue. Chipmaker SMIC jumped more than 10 percent after
Nvidia reportedly instructed component suppliers to stop
production related to H20 Al chip. Hong Kong's Hang Seng Index
advanced 0.9 percent to 25,339.14, fueled by a flood of mainland
money. Japanese markets ended on a flat note as hotter-than-
expected core inflation data for July raised expectations of a rate
hike. The Nikkei 225 Index finished marginally higher at 42,633.29,
while the broader Topix Index settled 0.6 percent higher at 3,100.87,
snapping a three-day losing streak. Among the prominent gainers,
SoftBank Group, Lasertec and Tokyo Electric Power all gained
around 2 percent. Seoul stocks ended higher for a second
consecutive session, with chip and defense stocks leading the
gains. The Kospi jumped 0.9 percent to 3,168.73. SK Hynix surged
2.5 percent to snap a five-day losing streak. Australian markets
declined after notching another record close the previous day.

Europe: European stocks were flat to slightly higher on Friday
ahead of Federal Reserve Chair Jerome Powell's highly anticipated
Jackson Hole speech. The EUR/USD traded below 1.1600 after the
U.S. and the EU formalized their trade truce. In economic releases,
the German economy shrank more than initially estimated in the
second quarter, the latest data from Destatis revealed. Gross
domestic product fell 0.3 percent sequentially, reversing a 0.3
percent growth in the first quarter. In the flash estimate, the
economy showed a contraction of 0.1 percent. Elsewhere, the
confidence among French manufacturers held steady in August, as
expected, monthly data from the statistical office INSEE revealed.
The manufacturing sentiment index stood at 96.0 in August, the
same as in July . The pan European STOXX 600 was up 0.2 percent
at 560.36 after ending on a flat note the previous day. The German
DAX edged up 0.1 percent, France's.CAC 40 added 0.2 percent and
the 'U.K.!'s [FTSE 100 - was - marginally higher. French train
manufacturer Alstom rose about half a percent on winning a £75m
eight-year maintenance 'contract with Great Western Railway.
Likewise, construction- firm Skanska was up 0.7 percent after it
signed a contract to undertake the main cable dehumidification for
the Verrazzano-Narrows Bridge in New York. Beauty retailer
Revolution Beauty surged 9 percent after successfully raising £15
million through a placing and subscription of new ordinary shares.
Dulux paints maker AkzoNobel jumped 5 percent after activist
investor Cevian Capital took a 3 percent stake in the company,
according to a filing by Dutch market regulator AFM.
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US: Stocks have moved sharply higher during trading on Friday, regaining
ground after trending lower over the past several sessions. The major
averages have all shown strong moves to the upside, with the Dow
reaching a new record intraday high. Currently, the major averages are
just off their highs of the session. The Dow is up 869.70 points or 1.9
percent at 45,651.20, the Nasdaq is up 433.65 points or 2.1 percent at
21,533.97 and the S&P 500 is up 102.79 points or 1.6 percent at 6,472.96.
The rally on Wall Street comes in reaction to Federal Reserve Chair
Jerome Powell's highly-anticipated speech before the Jackson Hole
Economic Symposium. While Powell touched only briefly on the outlook
for monetary policy, his remarks have increased investor confidence that
the Fed will lower interest rates next month. Powell noted the labor
market remains near maximum employment and inflation has come
down a great deal from its post-pandemic high but cautioned "the
balance of risks appears to be shifting." He noted interest rates are a full
percentage point lower than a year ago and said the "stability of the
unemployment rate and other labor market measures allows us to
proceed carefully as we consider changes to our policy stance."e
"Nonetheless, with policy in restrictive territory, the baseline outlook and
the shifting balance of risks may warrant adjusting our policy stance,"
Powell added. The Fed Chief reiterated that monetary policy is not on a
"preset course" and stressed that future interest rate decisions would be
"based solely on [officials'] assessment of the data and its implications for
the economic outlook and the balance of risks." Following Powell's
remarks, CME Group's FedWatch Tool is currently indicating an 89.2
percent chance the Fed will lower rates by a quarter point next month, up
from 75.0 percent on ThursdayAirline stocks are turning in some of the
market's best performances on the day, with the NYSE Arca Airline Index
soaring by 5.1 i er five months.
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Stock Market Review

The Nigerian Exchange (NGX) closed the week ending
August 22,2025, on a bearish note. The Nigeria All-Share
Index (NGX-ASI) and Market Capitalization both
depreciated by 2.51 percent, respectively. The Nigerian
Exchange All-Share Index (NGX-ASI) declined from
144,628.20 points in the previous week to 141,004.14
points this week. Market Capitalization also decreased
from N91.50 trillion to N89.20 trillion, respectively.
(Chart 1)

The market experienced a decline this week, primarily
driven by sustained profit-taking and sell-off of stocks
among investors, particularly in large capitalization
stocks. As companies began to pay interim dividends,
investors seized the opportunity to lock in profits,
contributing to the market's downward trend. The
decline was further compounded by a notable decrease
in foreign participation, as foreign portfolio inflows
experienced a sharp slowdown. The combination of
profit-taking and reduced foreign participation created
a challenging environment for the market, ultimately
leading to the downturn observed during the week.

Sector analysis of the market reveals that all indices
returned negative except NGX Consumer Goods and NGX
Growth which appreciated by 0.83 percent and 4.14
percent respectively, while NGX Commodity and NGX
ASEM remained flat.

During the week, the total volume of shares traded
amounted to 4.773 billion, with a total value of N107.42
billion across 152,965 deals compared to the previous
week, where 8.564 billion volume of shares was traded,
valued at N99.93 billion, changed hands through 177,870
deals.

Chart 1: Market Capitalization and NGX-ASI (Aug 15 - Aug. 22, 2025)
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Table 1: Top Price Gainers

Stock LGS
Symbol BRI
y 18/08/25
AUSTINLAS 2.40
NCR 8.70
ENAMELWA 32.65
GUINEAINS 1.49
MBENEFIT 3.85

Source: NGX Group, WCL Research

Table 2: Top Price Losers

Source: NGX Group, WCL Research

Week Change
Close (N) in Price
22/08/25 (N)

2.90 0.50

10.50 1.80

39.00 6.35

1.77 0.28

4.40 0.55

Change
in Price
(%)

20.83

20.69

19.45

18.79

14.29
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Table 3: Stock Recommendation

CURRENT PROJECTED EXPECTED
EXIT PRICE DIV. YIELD

SYMBOL RATING PRICE PRICE RETURN P/E RATIO
(NGN) (%)
(NGN) (NGN) (%)

BUY 64.00 59.00 80.00 85.00 35.59 9.37X 0.01 6.38
BUY 20.90 20.90 28.00 28.00 33.97 3.14X 0.06 6.65
BUY 11.00 11.00 15.00 15.00 36.36 2.84X 0.05 3.70
BUY 7.55 7.55 11.00 11.00 45.70 8.09X 0.03 0.89

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

¢ Investment Recommendation is based on Fundamental analysis.
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Strads-rea Investment
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5. Investment Safety

CONTACT: 8, 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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