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H ighlights -  July Wr ap Up  

o Oil prices spike to $52.8pb after a dreary month 

 

 

 

o Oil production stays above 1.7mbpd as OPEC frowns 
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H ighlights -  July Wr ap Up  

o The CBN sustains forex supply into the market 

 

 

 

 

 

o Average weekly supply was $379mn 
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H ighlights -  July Wr ap Up  

o The average tenor of  the  forwards was maintained at 60 days 

o Airline exchange rate drops 6% to N325, raising international fares 

o LOS-LHR return now N690,000 

o The naira appreciated  0.8% and simultaneously converged at 19.24% 

o FGN and state oil revenues shared in July spiked 41.12% to N652bn 

o After 2 Paris club refunds to states totaling N522.74bn 

o And a revenue of  N135.6bn 

o Total amount shared by the states since June comes to N523.9bn or 2.38% of  

Money supply 



H ighlights -  July Wr ap Up  

o The impact of  increased govt shared revenue on banking system liquidity was 

significant 

o The average opening long position in the banking system was N89.65bn 

o The liquidity pendulum oscillated between N78.3bn – N343bn 

o In spite of  the liquidity surfeit, a handful of  banks are in the CBN support 

window 

o Inflation slips for the 5th consecutive month but still relatively high 



H ighlights -  July Wr ap Up  

o Nigeria still the 7th highest inflation country in SSA 

o Average power supply from grid dropped below 3000MW  

o First time in 3 months 

o Power and energy companies are calling for cost reflective tariffs 

o Govt is beginning to be aligned with the request for higher charges 



H ighlights -  July Wr ap Up  

o As banking system is groaning  under power sector loan impairments 

o The Nigerian stock market spiked by 8% in July 

o At a time when GDP was flat at best 

o Nestle becomes the first company again to have a 4-digit price (N1004) 

o Record earnings by Nestle, Nigerian Breweries, Flourmills, turnover growth of  

2.5% above GDP growth 

 



H ighlights -  July Wr ap Up  

o The average daily turnover in July declined by 23% to N4.2bn 

o Traffic to the supermarkets declined sharply especially on weekdays 

o Mainly due to bad weather but partially for income constraints 

o IMF projects 0.8% 2017 full year GDP growth 

o Points at near term vulnerabilities and risks to economic recovery and financial 

stability 

 



H ighlights -  July Wr ap Up  

o Inventory levels in supermarkets and retail outlets jumped by 20% to 6 weeks 

o International airline load factors are at seasons highs of  95% 

o Network carriers are charging maximum airfares 

o Airlines are increasing capacity to the Nigerian market 

o BA to resume the use of  B747 on September 7 

o Most banks increased limit on naira cards to $1000 from $100 



G lo bal Mark e ts &  t he Nigerian Eco no m y  

o Britain and France ban petrol and diesel powered vehicles from 2040 

o India sets 2030 as its limit 

o Google reported a 28% drop in Q2 profit 

o After absorbing a $2.9bn fine 

o Google Inc CEO visits Nigeria and invests $3mn for technology start ups 

o OPEC and Russia agreed to keep output curb and cap on Nigeria at 1.8mbpd 

o Global infrastructure gap is $97trn till 2040 



G lo bal Mark e ts &  Nigerian eco no m y  

o There is an $18trn shortfall between current projections and spending 

requirement 

 

 

 

o Jimmy Choo, upscale shoemaker, is to be acquired by affordable luxury brand 

Michael Kors for $1.2bn 

o Rising interest rates made US banks more profitable in Q2 

 



G lo bal Mark e ts &  Nigerian Eco no m y  

o JP Morgan Chase earned $7bn; its highest quarterly profit 

 

 

o Goldman slipped 40% to $1.8bn 

o British inflation dropped slightly 

o Apple revenue up 7% to $45bn in Q2 

o iPhone 8 expected to be a blast 

o Net income of  $7.8bn in Q2 

Bank Profit ($bn) 

Bank of  America 5.3 

Morgan Stanley 1.8 

Wells Fargo 5.8 

Citigroup 3.9 



The World Around Us 

 



U S -  W e a k e r  D o l l a r  &  H i g h e r  I n t e r e s t  R a t e s  

o IMF reduces US growth forecast to 2.1% from 2.3% earlier projected 

o Sharply lower than Trump’s target of  4% 

o The US dollar has lost 6% against the currency basket in 2017 

o Near-term fiscal policy likely to be less expansionary 

o Policy uncertainty remains a major issue 



U S -  W e a k e r  D o l l a r  &  H i g h e r  I n t e r e s t  R a t e s  

o Largest US companies likely to post 2 consecutive quarters of  stellar profits 

o Earnings at S&P 500 companies are expected to rise 11% in Q2 

o Q1 earnings grew by 15% 

o Weaker US dollar made US exports cheaper 

o Fed has hinted at a 3rd rate hike this year – but will keep rates low enough to 

accommodate growth 

o Irrespective of  overheating or not 

o FED will increase rates again in November  



E U-  L o o kin g Bright er t ha n  t he UK  

o Unemployment down to 9.1% in June from 9.2% in May – lowest figure 

since February 2009 

o Fell in 18 out of  19 EU countries 

o Economic recovery may lead to QE tapering 

o IMF has warned against a premature end to the QE 



EU-  L o o king Bright er t han t he UK  

o Inflation of  1.3% is well below ECB’s target of  2% 

o 2017 growth forecast upgraded to 1.9% from 1.4% in April (IMF) 

o UK growth outlook downgraded to 1.7% from 2.0% based on tepid 

performance so far this year 

o The ultimate impact of  Brexit on UK still unclear 

 



China  

o IMF revises the China’s 2017 2017 GDP forecast upwards by 0.1% to 6.7% - 

expects Beijing to maintain high levels of  public investment 

o Growth was however affected by extreme weather conditions which 

hindered manufacturing activity 



SSA 



S SA -  L a ck l u s t r e  R e c ov e ry  i n  2 017 - 2 .1 %  ( E I U )  

o Supported by higher commodity prices and good weather 

o Also increased public investment in infrastructure  

o Modest inflow of  FDI 

o Dragged down by low growth expectations in South Africa 

o Forex problems and exchange rate policy distortions to hinder FDI 

o Risk of  social unrest and terrorist attacks will remain high  



SSA- A Black Eye for Macron  

o Emmanuel Macron’s discourse on Africa’s “civilization” challenge stirring 

anger in both France and Africa 

o He listed failing states, democratic shortfalls and an exploding population as 

some of  Africa’s problems 

o Macron is accused of  sounding patronising – and even racist to some 

o France is seeking stronger collaboration with its former colonies 

o While establishing and strengthening economic ties with non-French 

speaking African countries 

 



SSA –  Macroeconomic Health  

Country  GDP  Inflation  Monetary Policy 
Rate 

Real Rate of 
Return (%) 

Nigeria -0.52% 16.10% 14% pa -2.1 

Ghana 6.6% 12.10% 21% pa 8.9 

Ivory Coast 8.3% 1.6% 4.5% pa 2.9 

Kenya 4.7% 7.47% 10% pa 2.53 

Angola -4.3% 30.51% 16% pa -14.51 

South Africa 1% 5.1% 6.75% pa 1.65 



South Africa 

o Central bank cuts rates for the first time in 5 years – by 25bps to 6.75% 

as inflation eased to a 19-month low of  5.1% 

o Moody's warns that the interest rate cut signals growing political 

pressure on economic policy – the rand slipped to a 2-week low of  

13.115/$ in response 

o The rand remains vulnerable to political uncertainty and possibility of  

further credit rating downgrades 

o The build-up to the elections in December will continue to constitute a 

drag on investment  





Domestic Economic Performance  



L ea d in g Eco n o m ic I n d ica to rs -  Output  

LEI Jun’17 Jul’17 % Change Aug’ 2017* 

GDP Growth (%) -0.52 0.5 - 1(Q2’17)* 1.52 1.00(Q3’17) 

Oil Production (mbpd) 1.73  1.77* 2.72 1.8 

Power (MW; avg) 3462.30 3379.71 -34.17 3300 

PMI  FBN: 55.9 
CBN: 52.9 

56.3 
54.1 

FBN: 0.72 
CBN: 2.27 

FBN:58 
CBN: 55.5 

Consumer Confidence 62.7(Q1’ 17) 64.8(Q2’17) 2.1 68(Q3’17)* 

Business Confidence -27.7 (Q1’17) -1.5(Q2’17) 94.58 1.00 (Q3’17)* 

Source: CBN,NBS, EIU, FDC Think Tank, FBN Capital, NOI 
Polls 



L eading eco no mic indicato rs -  Mark e ts  

LEI Jun’17 Jul’17 % Change Aug’17 

T Bills (91 days) – Primary 
T Bills (91 days) - Secondary 

14.00 
 
18.21 

13.89 
 
18.01 

-11bps 
-20bps 

13.5 
18.00 

Average NIBOR (%) 22.86 19.49 -337bps 20 

Average  Lending Rate 25-28 25-28 - 25-28 

Average Opening Position 
(N’bn) 

33.55 89.65 167.2 40-50 

External Reserves ($bn) 30.27 30.77 1.65 30.2 

Exchange rate (N/$; month-
end)  

IFEM: 306.4 
Parallel: 368 
IEFX: 366.41 

306.15 
365 
367.88 

0.08 
0.82 
-0.40 

IFEM: 306 
Parallel: 365 
IEFX: 365 

Inflation (%) 16.1 16 0.2 16.3 

Stock Market (N’trn) 11.45 12.35 7.86 12.0 

Vacancy Factor Index 69.3 (Q2’17) 66 3.3 65.2(Q3’17) 

Source: CBN,NBS, EIU, FDC Think Tank 



L EI s -  Mo s tly G reen in  July  

o Most indicators recorded a positive trend in July 

o Nigeria’s oil production is up 2.98% to 1.73mbpd (June) 

o Power output from the grid dropped to as low as 2,908MW despite heavy rains 

o Oil prices recovered to trade above $50pb 

o Naira appreciated in the parallel market to YTD low of  N364/$ 

o IEFX and parallel market rates converged towards N364/$- N365/$ 

o External reserves level dropped to $30.3bn before recovering to $30.77bn 



I nflatio n appro aching its  bo tto m? ?  
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o Y-o-Y inflation declined for the 5th consecutive 

month to 16.1% in June 

o Core inflation slowdown to 12.50%, from 13% in 

May 

o Interest rates higher than core inflation 

o Food inflation rose to 19.91% from 19.27%  

o M-o-M inflation declined by 30bps to 1.58% 



Exchange R at e Co n v erging  

o Now only 0.71% 
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E x t e r n a l  R e s e rv e s  U p  1. 5 8 %  t o  $ 3 0 . 7 7 b n  

o But still fragile 
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Market Proxies  

Data Strong but Spending Less  



O p t i m i s t i c  M a n u fa c t u r e r s  &  R e s i s ta n t  C o n s u m e r s  

o Both FBN and CBN PMI increased in July 

o CBN up to 54.1 from 52.9 

o FBN’s index crosses the 56 threshold to 56.3 from 55.9 

o Driven by increased access to imported raw materials due to higher forex 

liquidity 
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FA AC at a  3 -Year H igh  

o N652.23bn was disbursed in  Jul’17 

o 41.1% higher than June’s disbursement 

o Highest FAAC since July 2014, when oil prices were $106-110pb 

o Driven by significant increases in Corporate Income Tax (CIT) and Petroleum 

Profit Tax (PPT) 
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Pow er Updat e  

o Power output reached a peak of  3,723MW/h and a low of  2,908 in July 

o Average sent out: 3,379.77 MW/h. Total power generated: 5,889.65 MW/h 

o Gas constraints responsible for 64.1% of  total loss   
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POS Vo lume Up,  Value D own  
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o Value of  transactions in Jun’17 relative 

to May’17: 

o POS      3.60% to N107.6bn 

o  Cheques      9.97% to N424bn 

o NEFT      3.96% to N0.98trn 

o Contradicts the positive sentiment in the 

economy 



Oil  Rigs -  F lat -l ining  

oThe number of  operational rigs remained flat at 8 in  June 

oFollowing 6 consecutive months of  gain 

oAlgeria was the only OPEC country to record significant increase to 57 from 53 

oIndicative of  low investment in oil 

 

Sept '16 Oct '16 Nov '16 Dec '16 Jan '17 Feb '17 Mar '17 Apr '17 May'17 Jun'17 

Nigerian Rig Count- 8 



Ships Await ing Ber t h -5 4  

o Ships awaiting berth increased from 45 in June to 54 in July 

o Driven by forex availability and delays in offloading ships 

o Consistent with PMI 
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Export Commodities  

Forex  Revenue  Sens i t i ve  

 



Co mmo dity  Outlo o k  &   Nigeria  

 

Export Commodities (June – July 2017) 

Oil ($/b)   49.16             3.38% 

Liquefied Natural Gas ($/mmbtu)   2.96             -1.13% 

Cocoa ($/mt)   1,923          -1.93% 



E x p o r t  C o m m o d i t i e s -  Fo r e x  R e v e n u e  S e n s i t i v e   

o Brent crude prices above $50pb, at $52.65pb 

o Saudi Arabia, Kuwait and the UAE pledge to cut exports 

o Natural gas prices down as demand declines during the 

summer season 

o Cocoa currently above $2000/mt , first time since mid June 

o Lower prices impacts government revenue negatively in August  

 



Import Commodities  

In f la t ion Sens i t i ve  
 



I m p o r t  C o m m o d i t i e s  –  I n f l a t i o n  S e n s i t i v e  

Import Commodities (June – July 2017) 

Wheat ($/bushel)  5.12            10.74% 

Sugar ($/pounds)  14.07           2.90% 

Rice ($/cwt) 12.02            5.16% 



I m p o r t  C o m m o d i t i e s  –  I n f l a t i o n  S e n s i t i v e  

o Global wheat production declined slightly to 740m tons 

o Sugar supply anticipated to decline following fiscal policies in the 

world’s largest supplier, Brazil 

o China expected to import 5.3 million tons of  rice following trade 

agreement with U.S 

 



Policy Response 

 

Choking Under High Interes t  Rates   



cho king under high int eres t r at es  

N2.5trn 
 

Fiscal deficit 

accumulated in H1 

2017  

oInstitutionalized 

financial delinquency 

oVolatile global oil 

markets 

oInefficient resource 

allocation  

Deficit keeps growing 

oRising fiscal obligations  

oPushing Nigeria to the brink 

oThe need for higher investment 

oOil production capped at 

1.8mbpd 

oInvestors are in wait & see 

mode 

oIncreased borrowing 

requirements 

 



o According to the IMF, Nigeria’s indebtedness is as follows: 

 

 

 

 

o These concerns kicked off  the argument: 

“to borrow or not?” 

Nigeria’s  ris ing debt crisis  

Year  Indebtedness (as a % of  

GDP) 

2015 12.1% 

2016 18.6% 

2017* 23.3% 

2018* 24.1% 



risin g d ebt -a  grow t h im ped im en t  

DSA 

Pointing towards further 

deterioration in the medium to long 

term 

Current debt stock at N19.16trn, up 

10.37% from December 2016 

Drop to ‘medium-risk’ of  debt 

distress  

Debt portfolio relatively exposed to 

shocks to revenue, currency and 

exports 



W h a t  t h i s  m e a n s  f o r  f i s c a l  c o n s o l i d a t i o n ?  

o Fiscal consolidation needed to reduce expenditure 

o Debt service costs are rising – 70% of  independent revenue, 25% of  2017 budget 

o With anticipated indebtedness to rise, robust debt management is required  

o Use of  proceeds questioned  

o Borrow for investment or consumption 

o Borrowing for consumption is multiplier negative 

 



Mo s t indebt ed co untries in  A frica  

o In spite of  excruciating debt burden  

o Nigeria fares much better than some of  its African counterparts 

 

 

 

Countries  Indebtedness as a % of  GDP 

Eritrea  126% 

Cape Verde 122% 

Gambia 97% 



D ebt fo r co nsump tio n o r in v es tment  

o The Keynesians believe a country should spend out of  a recession 

o Nigerian Fiscalists have advocated this policy route 

o Thereby pushing for increased borrowing 

o However, a country has to be disciplined with newly acquired funds from 

borrowing 

 

 



B o r r o w i n g  f o r  i n v e s t m e n t  i s  m u l t i p l i e r  p o s i t i v e  

Increased capacity to settle debt 

by the future generation 

Medium to long run productivity 

gains  



D ebt fo r co nsump tio n  

o Borrowing for consumption facilitates: 

o Increased debt burden of  the country 

o Puts the coming generation at risk of  default 

o Leaves no room for growth and development enhancing policies 

o Reduces country’s sovereign debt ratings 

o On account of  risk of  delay or default 

 



Power  

Roads and road networks 

Education  

D ebt fo r in v es tment  

Borrow  





Monetary Policy 



MPC ho lds o n r at es  

Doves 

Hawks 

25% 

Voted to hold 

on policy rates 75% 

 Voted to lower 

interest rates  



B o r e d  A n a lys t s  a n d  I n d i f f e r e n t  C o n s u m e r s  

o MPC has maintained status quo in the last 12 months 

o Factors that affect interest rates (i.e. T/bills) and exchange rates exist outside the 

MPC meetings 

o Events that occurred between May and July MPC meetings include: 

o Exchange rate appreciation of  4.1% to N365/$ at parallel market 

o Accretion in external revenues to $30.77bn 

o Decline in headline inflation to 16.1% 



W hat ne xt?  

Increased intervention – FX 

market 

Q2 GDP figures expected 

Pressure to cut rates mounts 

MPC to meet in September  Almost certain to hold rates once more 

Political pressure amidst rising debt 

service costs 

Expected to recover to 0.05% 

Risk – Volatility in the global oil markets 

            Dwindling external reserves 



W hat ne xt?  

o In the time between now and the next MPC meeting in September, key events are 

to occur: 

o Q2 GDP figures will be released 

o July and August inflation numbers to be released 

o August PMI numbers will be released  

 

 



Nigeria Retail Market  



R e tail  Mark e t -  July Updat e  

o Sharp drop in retail traffic in Lagos 

o Increased inventory from four weeks to six weeks 

o Attributable to high rainfall and drop in disposable income 

o FMCGs report sloppy sales for June/July   

o Consumers hold back demand as retailers still reluctant to reduce prices 

o Decline in customer traffic to brick and mortar stores has led to increased online 

traffic  

 



E-Co mmerce -  Ne xt Big Thing  

o Nigeria is the most promising country in Africa in terms of  potential market 

opportunity 

o Ranked 1st in Africa for Business Environment Opportunity 

o South Africa- 2nd  

o E-commerce to benefit from urbanization and the burgeoning middle class 

o Number of  Lagos households earning more than US$5,000 expected to grow by 

96% (6.9m) by 2030 



T echno lo gy-  D riv er o f R e tail  in  A frica  

o Increased smartphone usage driving strong growth in Africa’s e-commerce sector 

o Sector is estimated to be worth over US$75bn annually 

o Fear of  fraud, and poor transport and mobile infrastructure are some of  the 

obstacles that beset the sector 

 



Real Estate 

Supply Up, Rents Down & Floods 

Everywhere 



R ecent D e v elo pments  

o New developments have increased supply in a saturated market 

o Rents are dropping 

o The floods in July led to forced relocations 

o Demand for short leases spiked 

o Substitution of  roundabouts with traffic lights 

o Improving traffic flow 

 



R ecent D e v elo pments  

o Increased expatriate demand in Ikoyi 

o Karimu Kotun office rents decline by 30% 

o Vacancy factor in shopping malls up 

o Rental period declines from 3/2 years to 1 year  

 

 



Outlo o k  

o Exchange rate improvement expected to feed into cost of  building 

o Structural and fundamental changes to sector continuing 

o Take up rates of  properties expected to increase marginally as rents fall 

 

 

 





Aviation Update 



Aviatio n -  SkyT eam  I s  Co nso lidating  

o International airline forex backlog building up again 

o New rate of  exchange for airline tickets now N325/$, up 6% 

o London-Lagos return economy now N690,000 

o International load factors up 95% on seasonality 

o Passengers taking advantage of  N1000 increased limit & BDC rates 

o KLM/Air France acquires 31% of  Virgin Atlantic 

o Delta to buy 10% of  KLM/Air France 

 



Aviatio n -  SkyT eam  I s  Co nso lidating  

o Is sky team alliance is consolidating into one carrier ??? 

o The alliance now controls approximately 30% of  all traffic into Nigeria 

 

 

 

 

 

o Qatar Airways, the naira stretcher is hurting 

 

Airline Flights per week 

Kenya Airways 10 flights to Lagos 

Air France 12 flights (7 to Lagos, 5 Abuja/PH)  

KLM 7 to Lagos 

Delta Airline 7 to Lagos 

Virgin Atlantic 7 to Lagos 

Total 43 flights 



Aviatio n -  SkyT eam  I s  Co nso lidating  

o Airspace ban by Gulf  countries makes flights 20% longer 

o Higher fuel costs 

o Time sensitive passengers have switched to Etihad & Emirates 

o Ethiopian Airlines opens Kaduna/Addis Ababa route 

o Now operates out of  5 airports: Kaduna, Abuja, Kano, Enugu & Lagos 

o Target customer base: trader traffic 

o BA to bring back Boeing 747 on September 7th 

o New version of  the 747 High J with 86 business class seats & 14 first class 



D o m e s t i c  Av i a t i o n -  A r i k  F i n d s  I t s  G r o ov e  Ag a i n  

 

 

 

 

 

 

 

o Arik once the largest domestic carrier, is back 

o Under AMCON receivership Arik has greatly improved 

o On time performance is 90% 

o Customers are flocking back to once abandoned carrier 

o Arik has rationalized its route network 

o Its load factors are growing sharply 

 



D o m e s t i c  Av i a t i o n -  A r i k  F i n d s  I t s  G r o ov e  Ag a i n  

 

 

 

 

 

 

 

o Especially in the golden triangle Abuja-Lagos-PH 

o Arik’s growth is at the expense of  Air Peace & Medview 

o Only Arik & Medview are IOSA certified in Nigeria 

o IOSA (IATA Operational Safety Audit) 

o Regional market is now cannibalized by African Airlines 

o Ethiopian, ASKY, African World Airlines 

 

 



Stock Market 

Irrat ional  Exuberance again  

Earnings up Cash Flow Down!  



Mark e t in  July  

o Stock prices up 14% in July 

o Market capitalization reaches  N13trn 

o Corporate earnings impressive, far below stock price surge 

o Plethora of  new issues 

o Investors still in T-bills and Bonds 

o But slowly shifting to equities  

 

 



NSE - A SI –  July  H ighlights  

o Average daily turnover (ADTV) declined by 23% from N5.5bn to N4.5bn 
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July Secto r Perfo rmance  

o Performance across the NSE sub-indices was largely positive 

o All sectors closed positive, except the insurance index 

o The banking sector sub-index performed the best, advancing by 11%  



H1’2017 Corporate Earnings  



Banking Industry  



Ba n kin g I n d us try H ighlights  

o Primary market activities (IPOs, private placement) taking place in the 

banking industry 

o Impressive H1’17 for some banks 

o However, loans to customers continue to decline 

o As banks try to curb their current NPLs 

 



U n i o n  B a n k  o f  N i g e r i a -  T h e  R e s u r r e c t i o n  S t o r y  

oOne of  the big 4 in the Nigerian banking industry 

oFaced fierce competition from new generation banks and regulatory pressures 

oExecuted a recapitalization plan which brought in about $500m by a core group of  

investors 

oCurrent business strategy is new school biased 



Un io n  Ba n k-  Ea rn in gs a t  a  G la n ce  

o Gross earnings 

o Net interest income 

o Cost to income ratio 

o Total loans to customers 

o Impairments 

23% - N73bn 

2% - N32bn 

23% - N73bn 

6% - N477bn 

6% - N10bn 

32%- N5.50 

14% 

1.29% 

o Profit before tax 

o Share price growth 

o Loan to Deposit Ratio 

o NPL Ratio 

 
39% - N5.4bn 



I n v es to rs catching t he bug  

o Pension fund portfolio reveals that 59% of  funds in portfolio are still invested in FGN 

securities 

o Weighting in the equities portfolio picked up in the last quarter 

o As PFA’s are tilting in favor of  equities 

o Given the positive performance of  some stocks in the market   

Total Pension Asset Allocation
Asset Class Weighting- Jun-17 Weighting April-17 %change

FGN securities 59.26% 59.77% -0.5%

Equities 7.73% 6.54% 1.19%

Money Market 9.07% 8.74% 0.33%

Treasury bills 18.30% 18.75% -0.45%

Mutual fund 0.44% 0.43% 0.01%

State bond 1.84% 2.18% -0.34%

Supra-National Bond 0.08% 0.08% 0%

Corporate Bond 2.51% 2.76% -0.25%

Real Estate 0.35% 0.37% -0.02%

Cash 0.41% 0.34% 0.07%

Receivables 0.00% 0.04% -0.04%

Total 100.0% 100.00%



FMCG Industry 



F MCG ’s I mpressiv e Perfo rmance  

o FMCG’s set for significant recovery in 2017 

o Positive earnings have been supported by improved FX liquidity and increased prices 

o Average top line growth of  released results stood at 55% 

o Companies till battle with high finance cost 

o UACN finance cost increased by 253% to N3.5bn 

0% 

200% 

400% 

600% 

Revenue Gross profit OPEX Finance cost PBT 

FMCG Earnings 

FMCG Earnings 

Source: NSE, FDC Think Tank 



F MCG ’s I mpressiv e Perfo rmance  

o Revenue 

o Gross Profit 

o OPEX 

o Finance Cost 

o Profit Before Tax 

o Share Price YTD 

o Target Share Price 

o Recommendation 

o Free Cash Flow 

15%- N181bn 

38%- N4bn 

33%- N34bn 

16%- N165 

N179 

HOLD 

10%- N81bn 

o Revenue 

o Gross Margin 

o OPEX 

o Finance Cost 

o Profit Before Tax 

o Share Price YTD 

o Target Share Price 

o Recommendation 

o Free Cash Flow 

52%- N121bn 

48%- N48bn 

50%- N7bn 

2628%- N24bn 

N1,100 

30%- N1,053 

HOLD 

22%- N21bn 
9%- N44bn 

13%- N48bn 20%- N18bn 



Oil & Gas Industry  



Oil  &  G a s -  T ro uble Bre w in g?  

o Not so impressive H1’17 results 

o Decline in revenue of  30% 

o Improved FX liquidity not reflected in earnings 

o Bottom line growth affected by high operating costs 

o Huge finance cost which crumpled earnings of:  

o Total Nigeria          3020%  

o Oando Plc              48% 

o Negative market reaction on Oando stocks  

o On the back of  the recent investigation on Oando Plc by SEC on alleged malpractices  

 



Oil  &  G a s -  T ro uble Bre w in g?  

o Revenue 

o Gross Profit 

o Finance Cost 

o Profit Before Tax 

 

15%- N72bn 

3020%- N639m 

66%- N3bn 

9%- N270 

N35 

HOLD 

47%- N7bn 

o Share Price YTD 

o Target Share Price 

o Recommendation 





Industrial Sector 



Revenue  

Gross Profit 

Finance Cost 

Profit Before Tax 

I ndus trial -  D ango t e Cement  

41%- N412bn 

54%- N235bn 

46%- N24bn 

25%- N155bn 

Share price YTD 

Recommendation 

29%- N223.75 

HOLD 



Expecta tio n s in  t he Nea res t F uture  

o Positive earnings not a yardstick for increase in share price 

o Stock market current a bubble waiting to burst 

o Continued FX liquidity will further boost earnings for companies 

 



Political Update 

 

Now you see me now you don’t  



POL I TI C S -  R e turn  o f t he Ma ck  

o Nigerian governors throng to see Buhari 

o Return to Nigeria imminent, date uncertain 

o Removes the uncertainty surrounding Fayose’s imagination 

o Reduces the blatant succession posturing 

o But the political struggle now less visible 

o Cabinet reshuffle speculation now lower than before 

o Likely to reward loyalists & flush out those sitting on the fence 



POL I TI CS -  R e turn o f t he Mack  

o New MDA appointments will be a carrot to political mercenaries 

o APC now want to be in Government and in power 

o Politics of  patronage will commence in full 

o The PDP judgement is positive for democracy 

o It will need to overcome its negative residual image 

o Trust & efficiency deficit still persist 

o Making the emergence of  a focused 3rd party inevitable 



POL I TI C S -  R e turn  o f t he Ma ck  

o A PDP convention will hold with fanfare and rally frustrated Nigerians 

o The PDP will galvanise into a monolithic unit 

o Will struggle with reputation risks as anti corruption trials commence 

o Especially in the US and the UK 

o The state chapters of  the PDP and APC may not comply with their National 

Headquarters 

o The restructuring slogan and chants will grow louder 



POL I TI C S -  R e turn  o f t he Ma ck  

o Will be drowned in the 2019 electoral struggle 

o There are as many proponents of  restructuring as there are interpretations 

o The politically ignorant are more than the politically sophisticated 

o The threat by the Niger Delta militants to return to the trenches is potent 

o They want to be incentivised or motivated as previous tranches are now exhausted 

o The National Convention of  the APC will be flagged off  by Buhari 

o The party will look to him for guidance into the 2019 cycle 



August Outlook  



Outlo o k fo r Augus t  

o Oil prices will trade between $50-$55pb 

o Demand for Forex will increase as FAAC payments and virement transmission kicks in 

o Q2 GDP will be announced on August 23 

o Will be within positive range from 0.5% to 0.8% 

o Headline inflation data will dip marginally to 16% 

o Core inflation will also decline to 12% 

o Corporate earnings will be positive but lower than expectations 



Outlo o k fo r Augus t  

o Forcing the stock market rally into a correction 

o There will be more rights issues and no new listings 

o Treasury bill rates will slide marginally 

o The clamor for lower interest rates  will grow louder 

o The DFIs will publish lists of  delinquent customers 

o Money laundering trials in the US may tarnish some Nigerian institutions and 

individuals 



 
C o rpo r a t e H um o ur  

 
A lie can run round the world before 

the truth has got its boots on 
 -  The Truth 

When women go wrong, men go 
right after them – Mae West 



Becoming famous has taken the 
place of going to heaven  

-  Jarvis Cocker 

An economist is an expert who will 
know tomorrow why the things he 
predicted yesterday didn’t happen 

today – Henry Kissinger 

 
C o rpo r a t e H um o ur  

 



Morning comes whether you 
set the alarm or not  
-  Ursula K. Le Guin 

Power without abuse loses its 
charm – Paul Valery 

 
C o rpo r a t e H um o ur  

 



The dumber people think you 
are the more surprised they are 
going to be when you kill them. 

-  William Claylon 

A woman’s intuition is the result 
of millions of years of not 

thinking -  Unknown 

 
C o rpo r a t e H um o ur  

 



I would rather be a beggar and 
single than a queen and married 

-  Elizabeth  I. 

Can you imagine a world 
without men??  No crime and 

lots of fat women  
-  Marion Smith 

 
C o rpo r a t e H um o ur  

 



If you gonna be late, then be late 
and not just two minutes – make it 
an hour and enjoy your breakfast 

-  David Brent 

Show me a good loser and I will 
show you an idiot 

-  Leo Durocher 

 
C o rpo r a t e H um o ur  

 



A lot of people quit looking for 
work as soon as they find a job. 

-  Zig Ziglar 

 
C o rpo r a t e H um o ur  
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