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" Inflation Started the Year on a High Note...

Domestic Business Environment

The inconveniences in the macroeconomic environment intensified during the
week. This was on the back of sporadic increase in the prices of goods and
services. The Consumer Price Index (CPI) which measures the nation’s headline
inflation increased to 29.90 percent in the month of January 2023. This was
revealed from the data released by the Nigeria Bureau of Statistics (NBS) on
Thursday. The index surged by 0.98 percent year-on-year from 28.92 percent
recorded in December 2023. The major factor responsible for this increment was

h the current weakness in the nation’s local currency. The naira became more

volatile in the foreign exchange market against the United States (U.S.) dollars.

N The naira went down by 21 percent in January to reach a low of NGN1,530 against
" the dollar as demand exceeded supply. This rubbed off on all economic activities

thereby leading to increase in the price of energy products, price of food items,

§ inputs for manufacturing companies amongst others. The consuming households

continued to be at the receiving end with eroded income. The Monetary Policy
Rate (MPR) remained constant during the month. We anticipate the Central Bank
of Nigeria (CBN) to resume its bimonthly Monetary Policy Committee (MPC)
meeting in order to come up with workable and implementable plans to reduce
the effect of inflation in the near term.

Another measure was employed by the CBN to promote transparency and
stability in the foreign exchange market while preventing malpractice. The CBN
stopped the payment of Basic Travel Allowance (BTA) and Personal Travel
Allowance (PTA) in cash dollar. This was directive was to take effect immediately.
Authorized Dealer Banks are mandated to process payouts of PTA/BTA
exclusively through the electronic channels which include debit or credit cards.

The International Monetary Fund (IMF) revealed that ongoing cost-of-living crisis
in the nation is being fueled by stalled per-capita income, increasing poverty,
and high food insecurity. These factors are responsible for weak economic
growth and shutdown of businesses.

Energy Sector this Week

Against the 1.34 million barrel per day (mbpd) output of crude oil recorded in
December 2023, the nation recorded 1.43 mbpd in January 2024. This indicated a
6.9 percent month-on-month increase in the volume of output. However, this is
lower than set target of 1.78 mbpd for the 2024 fiscal year budget and also the
current 1.5 mbpd Organisation of Petroleum Exporting Countries (OPEC) quota.
This increase indicates the country’s success in fighting oil theft. With this
performance, Nigeria is the current highest African producer.
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Asia: Asian stocks followed Wall Street higher on Friday after stocks
on Wall Street set a new record overnight following a decline in U.S.
Treasury yields. The dollar was on track for its fifth straight weekly
gain ahead of producer price inflation, consumer sentiment and
housing starts data due later in the day that might offer additional
clues on the interest-rate outlook. Gold was unchanged above the
$2,000 per ounce level, while oil prices dipped slightly after
climbing on Thursday amid signs that OPEC+ members are
complying with supply cuts. Mainland Chinese markets remained
closed for the Lunar New Year holidays. Hong Kong's Hang Seng
Index jumped 2.5 percent to 16,339.96, closing near a one-month
high, led by property developers as policymakers intensify efforts
to rescue the property sector from a deepening liquidity crisis.
Japanese markets hit a fresh 34-year high on dovish BOJ bets. BOJ
Governor Kazuo Ueda told Japan's parliament today that real
wages will gradually turn positive and that the central bank will
review stimulus, when the 2 percent inflation target comes into
sight. The Nikkei 225 Index settled 0.9 percent higher at 38,487.24,
coming close to the record high hit during the hey days of the
nation's bubble economy in the 1980s. The broader Topix Index
rallied 1.3 percent to 2,624.73. Seoul stocks advanced after data
showed South Korean semiconductor exports surged by 53 percent
year-on-year in January. The Kospi climbed 1.3 percent to 2,648.76.

Europe: European stocks inched higher on Friday amid
expectations of interest-rate cuts in the second quarter. ECB
member and Bank of France head Francois Villeroy de Galhau said
the central bank should favor gradual rate cuts rather than waiting
too long to cut rates this year. The risk of moving too late exists "at
least" as much as that of moving too soon, he said in an interview
with Belgian newspaper L'Echo. In economic releases, data showed
U.K. retail sales rebounded by much more than expected in
January. Retail sales surged by 3.4 percent in the month after
sliding by 3.3 percent in December. Economists had forecast retail
sales to increase by 1.5 percent in January. Elsewhere, wholesale
prices in Germany rose for the first time in four months in January,
though they continued to fall compared to the same month last
year mainly due to the decline in prices of mineral oil products,
preliminary data from, the statistical office Destatis revealed. The
wholesale price index.rose 0.1 percent from the previous month
after a revised /0.6 percent fall in December. This was the first
monthly increase since September 2023, when wholesale prices
rose'0.2 percent. The pan European STOXX 600 was up around half
a percent at 490.85; hitting a two-year high. The German DAX
climbed 0.7 percent, France's CAC 40 rose half a percent and the
U.K.s FTSE 100 was up 0.7 percent. Italian energy group ENI SpA fell
nearly 2 percent as it revealed earnings for fourth quarter that
decreased from the same period last year. Reinsurance company
Swiss Re was down 1.8 percent despite reporting a sharply higher
profit for last year, mainly due to improved performance in its
property-and-casualty reinsurance segment.
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US: Stocks recovered from Tuesday's sell-off over the two
previous sessions but may move back to the downside in early
trading on Friday. The major index futures are currently pointing
to a modestly lower open for the markets, with the S&P 500
futures down by 0.2 percent. Renewed concerns about the
outlook for interest rates may weigh on the markets following the
release of a Labor Department report showing a bigger than
expected increase in U.S. producer prices in the month of
January. The report said the producer price index for final
demand rose by 0.3 percent in January after edging down by 0.1
percent in December. Economists had expected producer prices
to inch up by 0.1 percent. Excluding prices for food, energy, and
trade services, core producer prices climbed by 0.6 percent in
January after rising by 0.2 percent in December. While the report
also showed the annual rate of producer price growth slowed to
0.9 percent in January from 1.0 percent in December, economists
had expected the pace of growth to decelerate to 0.6 percent.
Following the hotter-than expected consumer price inflation data
released earlier this week, the data may add to concerns the
Federal Reserve will postpone cutting interest rates longer than
investors had hoped. Shortly after the start of trading, the
University of Michigan is due to release its preliminary reading on
consumer sentiment in the month of February.
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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 ‘2’1:,2 Change Change
performance, All-Share-Index (ASI) appreciated by 3.79 Stock Symbol Open (N) (N) in Price in Price
percent to close the week in the positive zone. The market 12/02/24 16/02/24 (N) (%)
traded positively from Wednesday of the week to end the
weeks trade at 105,722.78 points. This was Higher than the
previous week's close of 101,858.37 points. This

JULI 1.01 1.47 0.46 45.54

performance was on the back of investors positive
sentiments towards banking stocks off of major stocks.
Similarly, the market capitalization appreciated by 3.79
percent to settle at N57.850 trillion of the total market GEREGU 675.90 901.00 225.10 33.30
capitalization.

A total volume of 1.559 billion shares worth N36.497 billion BUAFOODS 295.90 357.50 61.60 20.82
in 42,546 deals was traded this week on the floor of the
Exchange. This was in contrast to the 2.478 billion shares
worth N47.856 billion in 54,982 deals that was traded the

previous week. We anticipate a mixed market sentiment in ROYALEX 0.70 0.84 044 20.00
the coming week as investors continued to anticipate a
higher dividend yield.

DAARCOMM 0.69 0.81 0.12 17.39

Investors' sentiment as measured by market breadth in the

week's session was negative with the advancement of 35 Source: NGX Group, WCL Research
stocks, decline of 51 stocks, while 68 equities remained

unchanged.

Similarly, all other indices finished higher with the Table2: Top Price Losers

exception of NGX CG, NGX Banking, NGX AFR Bank Value,
NGX AFR Div Yield, NGX MERI Growth, NGX Industrial
Goods, NGX Growth and NGX Sovereign Bond which
depreciated by 0.18%, 1.34%, 3.32%, 0.32%, 3.43%, 1.83%,
6.50% and 0.02% respectively.
The financial services led the activities chart (By volume
and value) by 1.127 billion shares valued at 18.908 billion
in 19,424 deals this was followed by Conglomerates
Industry with 117.400 million shares valued at N1.508
billion in 2,775 deals Oil & Gas Industry with 98.422 million
shares valued at N4.008 billion in 6,322 deals.
Chart 1: NGX ASI and Market Capitalization (February 09,- February
16, 2024
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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 275 240.00 253.60 273.89 5.67 14.04x

HOLD 38 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 158.8 105.00 110.4 119.23 5.14 35.20x

PRESCO HOLD 244 190.00 196.80 212.54 3.58 9.83x
UNILEVER SELL 16.5 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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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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