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Important Information

Oct-20 2

This document is being distributed for general information only and it does not constitute
an offer, recommendation, solicitation to enter into any transaction or adopt any
hedging, trading or investment strategy, in relation to any securities or other financial
instruments.

This document is for general evaluation only, it does not consider the specific investment
objectives, financial situation, needs of any person or class of persons and it has not been
prepared for any person or class of persons.

Opinions, projections and estimates are solely those of Nigerian International Securities
Limited at the date of this document and subject to change without notice. Past
performance is not indicative of future results and no representation or warranty is made
regarding future performance. Any forecast contained herein as to likely future
movements in rates or prices or likely future events or occurrences constitutes an opinion
only and is not indicative of actual future movements in rates or prices or actual future
events or occurrences (as the case may be). This document has not and will not be
registered as a prospectus in any jurisdiction and it is not authorized by any regulatory
authority under any regulations.
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Executive Summary

Oct-20 3

• Nigerian International Securities Limited (‘‘NISL’’) looks at the Nigerian Equities Market in
Q3’20 and aims to give a well-informed opinion on the expectations for the rest of FY’20.

• In order to do this, it is pertinent to study/comment on the Global and Macro economic
environment, taking a top-to-bottom approach in arriving at a justified and clear-cut
analysis, plus forecast of the Nigerian market.

• This write-up is largely based on information obtained from quantitative data and some
qualitative inputs. Where qualitative inputs have been used, we have taken extra care to
ensure they are very objective sources.

• NISL hopes the information contained herein will help our clients navigate the dynamic
capital market in planning and strategizing for the remainder of the year.
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Precis

• Global Growth Amidst Heavy Headwinds: Global growth in FY’20 has been blindsided by the unprecedented spread of the Corona Virus

Disease (COVID-19) in FY’20 as economies of nations across the world struggle to come out of the heavy headwinds that have hit them.

Advanced Economies and Emerging Markets alike have not been spared, with countries like the Unite States of America (U.S), United

Kingdom (U.K), Brazil, and Germany all witnessing contractions in their Gross Domestic Products (GDP) while China has surprisingly

witnessed some level of growth in the middle of the pandemic.

• Crude Oil and Its Hold on the International Market: Following the appreciable rise in crude oil prices from its year lows, the

Organization of Petroleum Exporting Countries and its allies (OPEC+) have trimmed down its earlier production cut of 9.7 million barrels

per day (mbpd) to 7.7mbpd, as projection for global crude oil demand into the rest of FY’20 is expected to increase (though not

exponentially) due to the reopening of several economies.

• Lackluster Domestic Macroeconomic Indicators: Domestic macroeconomic indicators in the quarter have reflected a benign outlook as

business activities remained slow in Q3’20, even with the relaxed lockdown measures. The nation’s Real GDP contracted by 6.10% YoY in

Q2’20 while the Manufacturing and Non-Manufacturing Purchasing Manager’s Index (PMI) closed at 46.90 and 41.90 index points

respectively in Sep-20. As much as an economic recession looms over the domestic economy, the recent revision of the nation’s Long-

Term Foreign-Currency Issuer Default Rating (IDR) to Stable from Negative (still affirmed at 'B’ rating) by Fitch Rating begs the

question if the worst can be said to be over and we can propose that the tides are gradually ebbing!!!

• Equities Market Sparks A Glimmer of Hope: In what was an upbeat closing lap for the equities market at the close of Q3’20, the

domestic bourse rode the waves of monetary policy and banking sector guidelines to close at 26,837.42 points (+9.63% QoQ). The near

zero yield environment at the fixed income space when compared to capital gain expectations and impressive dividend yield prospects

on a handful of bellwether stocks that are presently trading at significant discount to their fair values.
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Q3’20 Review: Global Environment
❖ The Pivoting Global Economy

• Global Economies Tip Downward: Still in the throes of the COVID-19 pandemic, countries

across the globe have witnessed downward spiral of their respective economies with Gross

Domestic Product (GDP) numbers wallowing in the red. The Group of Five - G5 countries (the

five largest Emerging markets) all witnessed decline in their respective Q2’20 GDP numbers

save for China which advanced by 3.20% YoY. Brazil, India, South Africa and Mexico recorded

GDP contractions of 9.70%, 23.90%, 51.00% and 17.10% YoY respectively. A similar trend was

seen amongst the Group of Seven - G7 countries (seven largest Advanced economies) with

stifled growth being recorded amongst the lot. GDPs for the U.S, Germany, Italy, France,

United Kingdom (U.K), Canada and Japan contracted by 32.90%, 9.70%, 12.80%, 13.80%, 19.80%,

11.50% and 28.10% YoY correspondingly in the period.

• Cross-Country Exchange of Goods and Services Badly Hit Amidst Unemployment Rise: Q3’20

witnessed the persistence of lockdown measures across most regions (though mostly in less

stricter modes), as businesses stayed closed, unemployment rates hiked further and

governments remained strained with the burden of several financial stimuli (unemployment

rate in Canada, United States of America - U.S, China, Nigeria and South Africa advanced by

10.20%, 8.40%, 5.60%, 27.10% and 30.10% YoY amongst others in Aug-20). The Global Composite

Purchaser Manager’s Index (PMI) stayed slightly above the 50-index points threshold in Aug-

20, closing off at 52.40 points (vs 51.00 points in Jul-20). On the other hand, the World Trade

Organization (WTO) reported that the volume of merchandise trade shrank 3% YoY in H1’20,

exacerbated by the Q2’20 plunge of 18.50% YoY.
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Chart 2: Global Composite Purchaser’s 
Manager’s Index (PMI)

Source: Bloomberg, NISL Research
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Q3’20 Review: Global Environment
• Realignment of Financial Assets: Coming from the lows of H1’20 where investor biases were

split between niche equities investments and safe-haven assets, Q3’20 witnessed quite a flurry

of positivity across equities markets around the globe. A gauge across markets saw stunning

reversal of sentiments, as value hunters combed through the equities market in pursuit of

clearly undervalued stocks. The Nasdaq Composite Index (NASDAQ Index) returned 11.02%

QoQ while the Standards & Poor's 500 Index (S&P 500 Index), Dow Jones Industrial Average

Index (DJIA Index), Shanghai Stock Exchange Composite Index (SHCOMP Index) and STOXX

Europe Total Market Index returned 8.47%, +7.63%, +7.82%, and +0.51% QoQ respectively in

Q3’20.

• Revisions of Economic Policies to Stimulate Economies: Monetary policy initiatives around

the world remained largely dovish in Q3’20 with policy rates being cut further to

accommodate growths from ‘pandemic-induced’ slumps in most nations. Countries like

Mexico, Brazil, Italy, Hong Kong, Venezuela and Nigeria slashed their Monetary Policy Rate to

4.50% (-50bps), 2.20% (-25bps), 1.19% (-6.9bps), 0.50% (-50bps), 38.51% (-47bps) and 11.50% (-

100bps) respectively amongst others, while few countries like Turkey, Singapore and

Argentina took the opposite route as they increased their policy rates to 10.25% (+200bps),

0.21% (+11bps) and 30.25% (+190bps) correspondingly. This we note were in responses to the

rapid growths witnessed in their inflation figures and which temporarily caused rallies in their

respective fixed income markets and demand for their local currencies.
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Chart 3: Q3’20 Performance of Stock Markets 
Around the Globe
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Q3’20 Review: Global Environment

❖ The United States of America

• U.S Economy’s Response to the COVID-19: As business activities in the U.S slowed down

heavily due to the COVID-19 pandemic, the U.S Real GDP Rate declined by 32.90% YoY in Q2’20

according to the 2nd estimate released by the Bureau of Economic Analysis (BEA). This is the

second GDP contraction occurring in the year. The downward movement of the nation’s GDP

came off the back of decreases in the nation’s Personal Consumption Expenditures (PCE),

private inventory investment, residential fixed investment, non-residential fixed investment,

exports and state and local government spending. As the nation slowly relaxed the lockdown

measures set in place to curb the spread of the COVID-19, business activities slowly resumed

and pushed the U.S Manufacturing PMI to 53.50 index points in Sep-20, slightly above the

50.00 index threshold. Also, the U.S Non-Manufacturing PMI stayed on the trail of recovery as

it closed at 56.90 points in Sep-20.

• FOMC Weighs its Stance: In its Longer Run Goal and Policy Strategy released on 27-Aug-20,

the Federal Open Market Committee (FOMC) articulated that the aim for the monetary policy

in the year is to keep the nation’s inflation rate elevated at an average of 2.00% per annum and

as such continue to stimulate employment growth. Furthermore, the FOMC in its meeting

convened in Sep-20 kept the Fed Funds rate within the range of 0.00% - 0.25%. The FOMC stuck

with this range as a method to revive an economy that has witnessed low employment level,

heightened bankruptcies and lackluster investment opportunities. More so, the FOMC will

increase its holdings of treasury securities and agency mortgage-backed securities to sustain

smooth market functioning and foster accommodative financial conditions.
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Source: BEA, Trading Economics, NISL Research

Chart 5: U.S Fed Rate Trend and CPI Growth Rate

Source: World Bank, NISL Research
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Q3’20 Review: Global Environment

❖ U.S-China Trade Truce Remains Sticky

• Foggy U.S-China Trade Truce Performance: Both parties have so far held up their end of the

treaty amidst the spread of the COVID-19 pandemic, with China becoming the top trading

partner with the U.S in H1’20 and the latter exporting goods worth $58.53bn (as at Jul-20) into

China. The most significant event in the period was U.S’ suspension/termination of the bilateral,

US-Hong Kong International Shipping Agreement, which relates to the tax treatment of

shipping income and by extension tax exemption on Hong Kong shipping firms. It is noted that

the total performance of the trade agreement remains hinged on countermeasures set in place

by both parties to protect their citizens from any impending health risk.

❖ BREXIT’s Entanglement With The E.U

• The Divorce Stake between the E.U and U.K Runs High: The stake is currently tilting to its peak

with BREXIT as the 31-Dec-20 deadline draws near. The bone of contention remains the

Northern Ireland Protocol which promotes the single market on goods from the European

Union (E.U) and which the U.K is not expected to enjoy at the instance of the divorce. With the

U.K still holding its fishing waters as a formidable bargaining chip, it has offered the E.U, a

three-year transition period for European fishing fleets on its waters as a way to sweeten the

pot and enable access to the protocol for their inter-border trading. The non-agreement on this

issue may throw the total Withdrawal Agreement into shambles, increasing the chance of a

hard BREXIT and compounding downside risks for existing and potential investors in the

region.
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Source: U.S Federal Reserve, NISL Research

Chart 6: China’s Exports from U.S ($’bn)
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Q3’20 Review: Global Environment

❖ Global Crude Oil Price

• Global Oil Supply Saturates the Market: Global crude oil supply increased in Q3’20 as the

Organization of Petroleum Exporting Countries (OPEC) and its non-OPEC allies (led by Russia

and Saudi Arabia) jointly called OPEC+ eased production cuts that saw oil production reaching

a 30-year low in Jun-20, with the major gulf members also ended their added voluntary cuts. A

Q3’20 survey showed production level for Aug-20 sat at 24.7 million barrel per day (mbpd),

950,000bpd higher than the Jul-20 output and circa 1.9mbpd higher than the Jun-20

production output. Having tapered the cut from 9.7mbpd to 7.7mbpd in Aug-20 (which is to

hold till Dec-20), it is noted that usual laggards from previous months, Iraq and Nigeria, have

both reduced output and boosted compliance significantly, though still shy of the 100% level.

Iranian, Venezuelan and Libyan supply saw little changes as all three are exempt from

voluntary cuts because of U.S. sanctions or internal issues limiting output. We opine that

Libyan output may rise geometrically if proposals to lift the month’s long oil blockade are

adopted. Libya’s production currently holds around 300,000 bpd.

• Global Oil Demand to Remain Stifled: According to OPEC data in the Sep-20 Monthly Oil

Market Report, global Oil demand outlook was revised down by 0.4mbpd to a decline of

9.5mbpd. Consequently, total global demand expectation currently holds at 90.2mbpd (vs.

99.69mbpd in FY’19), as concerns around a second wave of infection across key regions

remains paramount in the face of excess supply.
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Source: Bloomberg, NISL Research

Chart 7 : Global Crude Oil (Brent) Price Trend

Chart 8:  Global Oil Demand (RHS) vs Supply

Source: OPEC, EIA, NISL Research
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Q3’20 Review: Macroeconomic Environment - Nigeria

❖ Gross Domestic Product (GDP) Growth

• COVID-19 Chokehold on the Nation’s Real GDP: In alignment with the opinion expressed in our

Financial Markets H1’20 Review and FY’20 Expectation Report: Precarious Times, the measures

set in place to curb the spread of the COVID-19 pandemic which lacked an immediate stimulus

drive resulted in a sizeable slump in the domestic GDP. The nation’s Real GDP for Q2’20

contracted by 6.10% YoY to ₦15.90tn (first contraction since the 2016/2017 recession), an

abysmal performance from the growth of 1.87% YoY in Q1’20. On a Quarter on Quarter basis,

the Real GDP growth settled at -5.04% QoQ from +14.27% QoQ in Q1’20.

• Nominal GDP Drops: Amongst other offshoots, the disruption to both global and domestic

supply chains and the near halt to business activities in Q2’20 resulted in the significant drop

of purchasing power amongst consumers. Consequently, the Nominal GDP contracted by

2.80% YoY to ₦34.02tn in Q2’20, which is 16.81% and 14.81% lower than the growth rate

recorded in Q2’19 (14.01% YoY) and Q1’20 (12.01%) respectively.

• Impact of Low Oil Demand on the Oil Sector Growth: As global demand for crude oil waned

amidst surplus supply, Real GDP for the sector contracted by 6.63% YoY. This was markedly

lower than the growths of 7.17% and 5.06% in Q2’19 and Q1’20 respectively. More so, the Oil

sector contributed 8.93% to the total Real GDP in Q2’20 in comparison to its contribution of

9.50% in Q1’20. The average crude oil production for the period came in at 1.81 million barrels

per day (mbpd) indicating drops of 0.21mbpd and 0.26mbpd over the daily average

production of 2.02mbpd and 2.07mbpd recorded in Q2’19 and Q1’20 correspondingly.
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Chart 9: Nigeria’s Q2’20 % GDP Distribution

Source: NBS, NISL Research

Chart 10: Nigeria’s GDP Growth Trend

Source: NBS, NISL Research
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Q3’20 Review: Macroeconomic Environment - Nigeria

• Non-Oil Sector Nose-Dives: As governments around the world tried to commandeer the

effects of the COVID-19 pandemic, business activities across the sector came t0 a screeching

halt for the most part of Q2’20. On the domestic front, the Non-Oil sector contracted by

6.05% YoY in Q2’20 (Q2’19: +1.64% YoY, Q1’20: +1.55% YoY), with only a handful of sub-sectors

witnessing significant growths in the period (Financial and Insurance institutions: +18.49% YoY,

Information and Communication: +15.09% YoY, etc.).

❖ Purchasing Managers’ Index (PMI)

• The Manufacturing Purchasing Managers’ Index: The Manufacturing PMI for Sep-20 settled

at 46.90 index points (fifth consecutive economic contraction reading in 2020), 1.60 index

points lower than the previous month’s reading, indicating a slow start to activities in the

space. The Supplier Delivery Time diffusion index settled at 53.50 points from 53.00 points in

Aug-20 (challenged largely by road infrastructure constructions, heightened bureaucracy at the

Ports and the shutting down of major raw material manufacturing companies). On the other

hand, the other diffusion indices of the Manufacturing PMI fell below the 50-index points

threshold as Production Level, New Orders, Employment Level, and Raw Material/WIP

Inventory closed off at 47.30, 46.40, 44.10 and 43.00 index points in Sep-20 respectively. A

look at a cross-section of the sub-sectors within the index showed the Electrical Equipment

subsector recording significant jump to 66.70 points (vs. 33.30 points in Aug-20) while

Petroleum and Coal Products lagged at 28.80 points (vs 40.00 points in Aug-20).

• The Non-Manufacturing Purchasing Managers’ Index: The non-manufacturing segment of

the economy have thus far recorded a slower kickstart to activities, with the composite PMI
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Chart 11: Oil and Non-Oil GDP Growth Trend

Source: NBS, NISL Research

Source: CBN, NISL Research

Chart 12: Composite Manufacturing PMI Trend

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

25%

Q1'17 Q3'17 Q1'18 Q3'18 Q1'19 Q3'19 Q1'20

Oil Non-Oil

30

35

40

45

50

55

60

65

Jan-17 Sep-17 May-18 Jan-19 Sep-19 May-20

http://www.nisl-ng.com/
mailto:nislresearch@nisl-ng.com


www.nisl-ng.com | Ebbing Tide?: Nigerian Financial Markets Q3'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

Q3’20 Review: Macroeconomic Environment - Nigeria

for the Non-Manufacturing Sector closing at 41.90 index points in Sep-20 from 44.70 points in

Aug-20. More so, all diffusion indices in the sector still held firm in the contraction zone with

the Business Activity diffusion index sitting at 43.70 points from 47.40 points in Aug-20 while

Inventories settled at 43.10 points same contraction level recorded in Aug-20. Level of New

orders/Customers and Employment Level closed off at 39.50 and 41.60 points in Sep-20 (vs

44.00 and 44.30 points in Aug-20). Across sub-sectors, the Water Supply, Sewage and Waste

Management advanced the most to 59.80 index points (vs. 46.10 points in Aug-20) while

Management of Companies sub-sector declined the most to 31.30 index points (vs. 39.90

points in Aug-20) and following suit was the Repair, Maintenance/Washing of Motor Vehicles

sub-index as it slid into 33.70 points in the period from 38.10 points in Aug-20.

❖ Monetary Policy Framework

• MPC Reduces MPR In A Surprise Twist: The Monetary Policy Committee (MPC) of the Central

Bank of Nigeria (CBN) decided to go further down the dovish lane, dropping the Monetary

Policy Rate (MPR) in Sep-20 from 12.50% to 11.50% (the second cut in the year) while adjusting

the Asymmetric Corridor to +100/-700bps from +200/-500bps around the MPR. The Cash

Reserve Ratio (CRR) and Liquidity Ratio were held at 27.50% and 30.00% respectively. Amongst

other considerations, the MPC considered the current predicament of the economy and the

need to ensure sufficient availability of credit facilities to households and corporates in the

period. We opine the Committee’s position comes as a proactive measure to an inevitable

technical economic recession that is projected by the close of Q3’20 and hopes to ensure the

country creates sufficient buffers to help cushion the intended impact.
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Source: CBN, NISL Research

Source: CBN, NISL Research
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Q3’20 Review: Macroeconomic Environment - Nigeria

• CBN reviews Interest Rates for Savings Deposit Account: In a bid to further dissuade savings

and encourage investment in the real sector of the economy, the CBN reviewed the interest

rate on local currency savings deposit to a minimum of 10% per annum of the MPR (currently

11.50%) from its previous position of 30% p.a of the MPR. Consequently, the interest rate for

savings deposits accounts effectively dropped to 1.15% from prior rate of 3.75% and 1.25%.

Amongst other benefits, this is will translate to reduced Cost of Fund (COF) for Banks plus a

shift to higher yielding investment options such as the equities market for some investors.

❖ Fiscal Policy Framework

• Still A Tepid Revenue Song: The nation’s revenue remained tested as global crude oil supply

and demand challenges continued to weigh on price, just as the demand for the nation’s

crude oil remain stunted. Total trade export for the nation declined by 51.73% YoY to ₦2.22tn in

Q2’20 (from ₦4.59tn in Q2’19), exacerbated by the 60.50% YoY plunge in crude oil exports.

• Implementation On Course: Buoyed by the downward review of budget fundamentals done

in Jun-20 and the flow of debt financing from both domestic and international sources, the

new FY’20 Expenditure budget of ₦10.81tn have gained relative traction in its execution. With

implementation having kicked off in Jan-20, overall performance regarding Revenue as at

early Q3’20 is estimated at c.72% while Capital Expenditure stands north of 50% at above ₦1.2tn

released thus far in the year. Noteworthy is the recent directive for the full release of ₦2.3tn

to fund the Economic Sustainability Plan (ESP) – earlier budgeted at 500bn, and which is

expected will serve as a vital cushion in driving the nation’s GDP back into positive waters as

early as Q1’21.
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Table 1: Q2’20 Performance of the FY’20 Budget 

Source: Budget Office of the Federation, NISL Research

₦'bn

Oil Revenue 2,298.48 

Non-Oil Revenue 1,755.14 

Total Expenditure 4,918.32 

Budget Deficit 2,806.83 

Source: NISL Research

Chart 15: New FY’20 Budget Breakdown 
(Expenditure Side)

Debt 
Servicing 
₦2.95tn

Non-Debt 
Recurrent 

Expenditure 
₦4.94tn

Capital 
Expenditure 

₦2.48tn

Statutory 
Transfers 

₦422.78bn
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• Casting Wider Revenue Nets: With the current sparse inflow of revenue, the government

continues to look inward in the expansion of its Revenue numbers. The recent official removal

of subsidy on Premium Motor Spirit (PMS) – Petrol, gradual pull out of the electricity subsidy

scheme, and current deliberations on the proposed increase of courier licensing fees as

initiated by the Nigerian Postal Service (NIPOST), are all seen as ways to help boost revenue.

However, it is noted that given the current state of economic realities, acts as these will

further contribute to the exsanguination of businesses and livelihood.

• FGN Debt Profile; Respite in Sight?: According to data from the Debt Management Office

(DMO), the nation’s total public debt figure at the close of H1’20 was ₦31.01tn ($85.90bn at

$/₦361.00). This was 8.31% higher QoQ from ₦28.63tn in Q1’20 and +38.56% YoY from ₦22.38tn

($73.21bn at $/₦305.70) in H1’19. Of the total H1’20 figure, total domestic debt figure was

₦19.65tn – c.63.35% (Q1’20: ₦18.64tn), with the FGN contributing 49.84% (₦15.46tn) compared

to a contribution of 50.77% (₦14.53tn) in Q1’20. Total public external debt in H1’20 was

₦11.36tn ($31.48bn) – FGN contributing ₦9.82tn ($27.21bn), a significant jump from the total

public external debt of ₦6.75tn ($22.08bn) in H1’19. We note that debt service pressures

continue to mount on the nation’s earnings, with the YtD FGN total debt service figure as at

close of Jun-20 sitting at ₦1.68tn, expectedly far more than any revenue inflow in the period.

The FGNs’ Debt Service-to-Revenue ratio currently stands at 89.22% in H1’20 (vs. Q1’20: 99.22%).

❖ Foreign Exchange Reserve & Naira Stability

• The Sliding FX Reserve: The country’s FX Reserve position slid further in the quarter as the

CBN continued to defend the naira amidst low U.S Dollar inflow and mounting demand. The

Oct-20 17

Source: Budget Office of the Federation, NISL Research
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Chart 16: FGN Debt Service-to-Revenue Trend

Source: Budget Office of the Federation, NISL Research

Chart 17: FX Reserve, Crude Oil Price, ₦/$
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FX reserve settled at $35.74bn (-7.40% YtD and -14.61% YoY) at the close of Q3’20, still a fair

high from the year low of $33.43bn on 29-Apr-20, but a notable drop from the Q2’20 closing

figure of $36.20bn. It is noted that the resumption of U.S Dollar sales to the Bureau de Change

(BDC) operators and the gradual re-opening of the economy is expected to keep the nation’s

FX Reserve relatively pressured into the coming quarter, although, the sustenance of the price

of crude oil above the $40pb mark should create room for respite.

• U.S Dollar/Naira Sentiment; Is Technical Devaluation The New Norm?: The Naira witnessed

yet another round of “technical devaluation” at the CBN Window in Q3’20 when the Apex

bank further revised downward its official exchange rate from $/₦360.00 to $/₦379.00 (-

5.01%). At the Investor’s and Exporter’s (I&E) Window – where the CBN intervened at

$/₦380.00, the currency exchanged within the range of $/₦359.00 - $/₦400.00 in Q3’20,

closing off at $/₦383.00 (-1.34% QoQ). At the Parallel Market, the $/₦ exchange rate struggled

to stay afloat as it plunged as deep as $/₦477.00 in the period before closing off Q3’20 at

$/₦465.00 (-19.92% QoQ).

❖ Inflation

▪ The Continuous Upward Trajectory of the Consumer Price Index (CPI): The nation’s CPI

scaled higher in the period as issues not limited to insecurity, supply chain bottle-necks,

currency devaluation, food import ban / prohibition of official FX provision for food import

such as Maize and rising cost of PMS remained paramount. The Headline Inflation (“All Items

Index”) rate hit 13.71% YoY in Sep-20 while Core Inflation (“All Items Less Farm Produce Index”)

and Food Inflation (“Composite Food Index”) rates moved to 10.58% and 16.66% YoY in turn.

Oct-20 18

Source: Nigerian Bureau of Statistics, NISL Research

Chart 19: Inflation Trend

Chart 18: Foreign Reserve Movement ($bn)

Source: CBN, NISL Research
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Table 2: Depreciation of the Naira vs. US Dollar

Source: CBN, FMDQ, NISL Research

Market
Exchange 

Rate (₦) 
YoY Appreciation/

(Depreciation) %

Central Bank 
of Nigeria 379.00 (5.01)

I&E Window 383.00 (1.34)

Bureau de 
Change 465.00 (19.92)

❖ Capital Importation

• Stifled FX Transactions on the Importers & Exporters (I&E) Window: As global economic

uncertainty raged on in the quarter and U.S Dollar inflow into the economy ebbed

significantly, total Foreign Capital Inflow from transactions at the I&E Window settled at

$271.70mn in Q3’20, plummeting 91.96% YoY from $3.38bn in Q3’19. Foreign Portfolio

Investment (FPI) transactions declined by 89.93% YoY to $91.60mn while contributing 33.71%

of the total foreign inflow. Following in suit, transactions on Foreign Direct Investments (FDIs)

and Other Corporate inflows in Q3’20 settled at $110.10mn (-95.15% YoY) and $70.00mn (-

65.17% YoY) with a combined contribution of 66.29% to the total transactions of foreign capital

inflow. The contribution of Foreign Capital inflow to the total FX transactions at the Window

was 14.00% in Q3’20 (vs. 42.06% in Q3’19 and 34.69% in H1’20).

• Domestic Participation in FX Supply: In a bizarre twist to the norm, the CBN refused to act as

a “supplier of last resort” at the I&E Window in Q3’20, as it jealously guarded its already low

FX Reserves from quick depletion. The CBN contributed a paltry sum of $434.60mn (a

contribution of 26.05%) to the Domestic FX supply at the Window in comparison to $2.86bn in

Q3’19. Non-Bank Corporates contributed the most to domestic transactions at $901.20mn (vs

$1.55bn in Q3’19) while Exporters/Importers and Individuals settled at $287.20mn and

$45.60mn respectively.

• FGN Bonds Attracts ZERO Foreign Inflow Amidst Measly Capital Import: Data from the Q2’20

Capital Importation report released by the National Bureau of Statistics (NBS) puts the total

capital inflow in Q2’20 at $1.29bn, down 78.60% YoY and 77.88% QoQ from $6.05bn and

Table 3: I & E Window FX Transaction  Report

FX Inflow By Type 
of Investment 

Q1’20 
($bn)

Q2’20 
($bn)

Q3’20 
($bn)

Foreign Direct 
Investment 0.23 0.09 0.09

Foreign Portfolio 
Investment 3.32 0.24 0.11

Other Investment 0.29 0.12 0.07

TOTAL 3.84 0.45 0.27

Source: FMDQ, NISL Research
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Source: NBS, NISL Research

Chart 20: Total Capital Importation Trend ($’bn)
$5.85bn in Q2’19 and Q1’20 respectively. FPIs witnessed the steepest decline in the period (-

91.14% YoY and -91.06% QoQ to $385.32mn) with no inflow recorded to Bonds (Q2’19: $316.28mn,

Q1’20: $231.22mn) in the quarter while Money Market instruments cornered 86.18%

($332.07mn) of FPI inflows. Total FPI inflow into Equities was $53.25mn (-89.30% YoY and -

91.68% QoQ). Capital inflow through FDI was $148.59mn (vs. $223.14mn in Q2’19,

Q1’20:$214.25mn) while Other Investments settled at $761.03mn in Q2’20 from $1.48bn in Q2’19

and $1.33bn in Q1’20 respectively. The U.K and South Africa retained their top spots as
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$692.63mn correspondingly.
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❖ Market Performance and Analysis

• All Share Index – Up and Up It Went: Steaming further off its Q2’20 lows, the Nigerian Stock

Exchange All Share Index (NSEASI) advanced by 9.63% QoQ to peg at 26,837.42 points (-0.02%

YtD) on 30-Sep-20. As opined in our H1’20 Financial Market Review Report – Precarious Times,

having breached the 25,900.00 points resistance, the NSEASI is on course to test the

27,800.00 points ceiling (pre-lockdown levels), a feat that might just translate to a positive

Year-on-Year (YoY) performance for the All Share Index should the Bulls decide to remain

active in the market.

• Market Capitalization Moves in Sync: Moving in tandem with the NSEASI, the equities market

capitalization jumped by 9.76% QoQ to hold at ₦14.05tn on 30-Sep-20. Noteworthy was the

additional listing of 601,030,210 ordinary shares of 50Kobo each by Stanbic IBTC Holdings Plc.

(STANBIC). The additional shares were as a result of the scrip dividend offered to eligible

shareholders who elected to receive their FY’19 final dividend of ₦2.00/share in form of new

ordinary shares. Another was the listing of additional shares (2,032,500,000 ordinary issues of

50Kobo/share) by Consolidated Hallmark Insurance Plc. (CHIPLC) which arose from CHIPLC's

Rights Issue.

• Market Liquidity Impacted: When compared to Q3’19, the equities market saw more volume

of transactions at The Floor of the Exchange in Q3’20 while value of equities traded were

lower. Total traded equities volume in Q3’20 settled at 14.68bn units (+30.31% YoY; -6.85%

QoQ) while value was capped at ₦152.90bn (-7.92% YoY; -15.59% QoQ). The Equities market

breadth in Q3’20 pegged at 0.84x with forty-two (42) stocks advancing and fifty (50) paring.

Chart 21: Nigerian Stock Exchange All Share 
Index Trend

Source: NSE, NISL Research

Oct-20 22

Chart 22: Q3’20 vs. Q3’19 Market Liquidity 
Trend 

Source: NSE, NISL Research
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• A Good Quarter Run With A Beautiful Topping: Q3’20 at the equites market did not record a

beehive of corporate activities when compared with the first half of the year, however, the

string of few activities which occurred gave the domestic bourse the needed impetus from

time to time. Q3’20 started with release of the full year review of the NSE market indices

which saw WAPCO and CAP come into the NSE Lotus Islamic Index while MOBIL and NAHCO

were removed. MTNN and NEM, amongst others, were added to the Corporate Governance

Index while JBERGER was added to the NSE30 Index. Noteworthy amongst the many reviews

done to the NSE Pension Index was that of dividend payment or bonus issue considered for

stocks to be included now at least one and no longer two out of five years.

• The MPR Cut Topping: Succeeding the reduction in interest rate on Savings Deposit to a

minimum of 10% of the MPR by the CBN in early Sep-20, the MPC of the CBN slashed the MPR

by 100bps to 11.50% whilst reducing the asymmetric corridor to +100/-700bps. The combination

of these two events served as a strong booster to the finishing lap of the NSEASI in Q3’20 as

investors embarked on a bargain hunting spree at the local bourse, seeking higher return on

investments as against what was obtainable at the debt market. This consequently pushed

the NSEASI up by 5.96% in Sep-20 standalone out of the 9.63% QoQ return. All the NSE Sector

sub-indices returned positive in the quarter with the Oil & Gas index advancing the least as it

still reflected slight pressures of negative investor sentiments due to lingering global

economic realities.

• Domestic Institutional Investors Resume Top Spot: Q3’20 has so far seen a resurgence of

transaction activities on the part of domestic institutional investors when compared to the

drop recorded at the segment in the first two months of Q2’20. Transactions in domestic
Oct-20 23
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Source: NSE, NISL Research

Chart 23: Q3’20 Performance of NSE Sub-
Indices

Chart 24: Q3’20 Equities Market Cap Share

Source: NSE, NISL Research
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portfolio investments continue to outstrip foreign participation even as total market

transactions have declined significantly Year-to-Date. In Aug-20, total transactions at the

nation’s bourse came in at ₦94.45bn (-8.49% MoM and -22.58% YoY). Foreign participation

totaled at ₦38.98bn in the month (contributing 41.27% of overall transactions), down 39.00%

YoY but up by 12.69% MoM from ₦34.59bn recorded in Jul-20. Domestic participation at the

Nigerian Bourse in Aug-20 contributed 58.73% (₦55.47bn) of total equities transactions with

domestic institutional investors (₦28.86bn) edging retail investors (₦26.61bn) for the third

straight month after lagging in the months of Apr-20 and May-20. Total transaction figures

from Jan-20 to Aug-20, sits at ₦1.20tn (vs. ₦1.32tn in Jan-19 to Aug-19). This consists of

₦731.02bn (+0.34% YoY) domestic participation and ₦470.20bn (-20.90% YoY) foreign

participation. Worthy of note is that the bulk of foreign transactions from Jan-20 to Aug-20

were made up of outflows (c.66%), amounting to₦308.89bn compared to inflows at₦161.31bn.

• Rationale for Varying Degrees of Investors’ Participation in the Nigerian Bourse: Recent

monetary policy pronouncements and guideline releases within the financial/banking sector

have resulted in the turn of positive events for the equities market in recent times. The biases

of foreign portfolio and domestic institutional investors which gradually shifted to safe-haven

assets and money market instruments have seemingly been drawn back into the equities

space (at least in the last one month), as returns attractiveness from both capital appreciation

and dividend yield expectations outstrip possible returns in the fixed income/money market

space.

Source: NSE, NISL Research

Chart 25: Portfolio Transactions in Equity 
Trading (₦‘bn)

Oct-20 24

Chart 26: Foreign Portfolio Transactions in 
Equity Trading – Inflow and Outflow (₦‘bn)

Source: NSE, NISL Research
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Table 4: Top 10 Best Performing Counters (Gainers) in Q3’20: Investors’ Toast

Source: Bloomberg, NISL Research

Table 5: Top 10 Worst Performing Counters (Losers) in Q3’20: Market Laggards

Source: Bloomberg, NISL Research
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Counter Q3'20 Return Close Price (₦) P/E (x) P/BV (x)
Dividend 
Yield (%) ROE (%) ROA (%)

Mkt. Cap. 
(₦'bn)

1 WAPCO 50.00% 15.00 10.52 0.69 6.67 44.66 22.18 241.62

2 CORNERST 44.44% 0.65 2.53 0.72 31.53 12.74 11.81

3 NB 35.73% 49.00 46.72 4.10 7.81 4.18 391.85

4 STANBIC 33.88% 40.50 5.22 1.29 5.93 27.69 4.11 449.79

5 UCAP 30.59% 3.33 1.31 1.10 15.02 88.42 3.32 19.98

6 FTNCOCOA 30.00% 0.26 -11.82 0.57

7 GUARANTY 27.21% 28.05 4.13 1.17 9.98 29.38 5.55 825.54

8 UPL 22.77% 1.24 3.65 0.23 5.89 4.19 0.53

9 ETERNA 22.32% 2.74 0.29 -0.75 0.19 3.57

10 UNITYBNK 18.75% 0.57 1.93 1.34 6.66

Counter Q3'20 Return Close Price (₦) P/E (x) P/BV (x)
Dividend 
Yield (%) ROE (%) ROA (%)

Mkt. Cap. 
(₦'bn)

1 ABCTRANS -46.43% 0.30 0.58 -33.06 1.28 0.50

2 ARBICO -45.50% 1.03 0.24 7.21 0.15

3 CONOIL -27.38% 15.25 8.19 0.53 13.11 6.84 3.19 10.58

4 LINKASSURE -20.83% 0.38 3.35 0.13 4.31 3.89 3.80

5 TRIPPLEG -20.00% 0.40 0.28 2.08 0.20

6 CHIPLC -19.57% 0.37 5.35 0.49 9.50 5.32 3.96

7 JBERGER -19.14% 16.05 6.37 0.68 10.38 10.80 2.91 25.42

8 BETAGLAS -18.95% 55.40 6.05 0.77 3.01 13.49 11.37 27.70

9 CAP -17.19% 17.10 7.86 3.83 63.70 27.33 11.97

10 UBN -15.25% 5.00 6.25 0.58 5.00 7.70 1.18 145.60
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Table 6: Q3’20 Performance of NISL Research Top Stock Picks.

• Below is a table showing the Q3’20 performance of NISL’s Top Stock recommendations as reviewed at the end of H1’20. The 
portfolio underperformed the overall index by 2.72% in Q3’20 to return 6.91% QoQ. The NISL portfolio returned -18.54% YtD in 
Q1’20 standalone (NSEASI Q1’20: -20.65% YtD) and +13.40% QoQ in Q2’20 standalone (NSEASI Q2’20: +14.92% QoQ). 

Source: Bloomberg, NISL Research

Q3’20 Review: Equities Market Performance

Counter Price (₦) P/E (x) P/BV (x) ROA (%) ROE (%)
5-Yr Rev. 
CAGR (%)

5-Yr PAT 
CAGR (%)

Dividend 
Yield (%)

Q3’20 Price 
Return

1 ACCESS 6.70 2.40 0.35 1.59 15.26 22.15 17.87 9.70 2.29%

2 AIICO 0.82 4.29 24.15 26.55 21.56 6.49%

3 CUSTODIAN 5.20 4.95 0.66 5.31 13.95 19.40 8.10 8.65 -5.45%

4 DANGCEM 142.90 11.69 3.34 11.70 26.89 17.89 4.59 11.20 12.52%

5 DANGSUGAR 12.40 12.17 21.17 11.17 14.02 8.87 3.33%

6 FIDELITYBK 1.85 2.13 0.21 1.48 10.87 10.49 15.56 10.81 6.32%

7 FIDSON 3.53 1.99 6.38 7.67 -8.41 4.25 18.46%

8 FLOURMILL 21.65 0.58 2.47 13.19 3.03 6.47 13.95%

9 GUARANTY 28.05 4.13 1.17 5.55 29.38 9.35 15.82 9.98 27.21%

10 JBERGER 16.05 6.37 0.68 2.91 10.80 6.24 1.23 10.38 -19.14%

11 MTNN 129.00 13.32 18.84 16.38 163.83 7.24 -0.67 5.43 9.79%

12 UACN 6.95 2.81 0.40 -4.45 -11.23 -1.55 1.44 -13.13%

13 UBA 6.20 2.89 0.35 1.65 12.96 14.06 12.89 15.65 -0.80%

14 UCAP 3.33 1.31 1.10 3.32 88.42 23.38 21.92 15.02 30.59%

15 VITAFOAM 6.00 15.29 52.27 5.92 7.00 7.33%

16 ZENITHBANK 17.85 2.51 0.57 3.39 9.94 16.02 15.69 10.87%

Average Portfolio Return 6.91%

NSEASI Q3'20 Return 9.63%

http://www.nisl-ng.com/
mailto:nislresearch@nisl-ng.com


www.nisl-ng.com | Ebbing Tide?: Nigerian Financial Markets Q3'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

❖ Market Performance and Analysis

• Yields Headed to Uncharted Waters at the Secondary Market: Market sentiments remained

mixed at the fixed income space in Q3’20 as yields drilled down further amidst healthy

investor appetite. A surfeit financial system liquidity and unfettered bias towards low risk

instruments by institutional investors (both local and foreign) translated to phenomenal

drops in yields, even in the ‘once upon a time’ premium Open Market Operation (OMO)

market. Average FGN Bonds yield in Q3’20 was 7.42% (-6.50% YoY) while the Average Treasury

Bills (T-Bills) yield settled at 1.79% (-10.86% YoY). Average yield on the Federal Government

Savings Bond (FGNSB) in Q3’20 was 3.07% (Q3’20: 13.34%) while average OMO-Bills yield was

3.73%, compared to 12.65% in Q3’19.

• Government Low Cost Borrowing; The New Normal: The FGN through the Debt Management

Office (DMO) offered Bonds worth ₦425.00bn across all tenors in Q3’20 with actual

allotments summing to ₦409.82bn (avg. stop rate of 8.61%), though subscription levels hit

₦1.07tn. This was in contrast to Q3’19 Bond allotments which totaled at ₦351.16bn (offered

amount: ₦390.00bn, avg. stop rate: 14.40%). T-Bills issued in Q3’20 totaled ₦609.20bn (avg.

stop rate: 2.11%) compared to ₦742.90bn (avg. stop rate: 11.58%) in Q3’19. There were no T-Bill

sales recorded for Sep-20. Sales of FGNSB instruments were resumed in Aug-20 (last sale in

Mar-20) with ₦812.21mn FGNSB (avg. rate: 4.06%) sold in Q3’20 (Q3’19: 898.02mn at avg. rate

of 11.38%). Liquidity management endeavors of the CBN translated to the sale of ₦452.63bn

worth of OMO Bills (offered amount: ₦460.00bn, avg. stop rate: 7.14%) vs. ₦2.45tn sale in Q3’19

(offered amount: ₦3.19tn, avg. stop rate: 12.12%).

Source: NSE, NISL Research

Chart 27: Yield Trend on T-Bills, Bonds & OMO-
Bills (%)

Oct-20 27

Chart 28: PMA Rate Trend (%)

Source: CBN, FMDQ, NISL Research       *No OMO sales in 
Feb, Mar, Jun & Jul-20  **No FGNSB sales in Q2’20 & Jul-20
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• Sovereign Yield Curve Drops Further: Yields have continued to dip along the curve, with

significant activities recorded around the medium tenure. With Headline Inflation still on the

rise, real returns on short – mid term fixed income instruments continue to remain negative,

with the long tenure instruments along the yield curve now suffering the same plight. Also,

investors seem to have concluded on the current yield environment coming to stay for a while

(especially with the recent drop in MPR) as prior sell-off of longer tenor bonds witnessed in

H1’20 reversed significantly in Q3’20 resulting in a more flattened curve at the long end.

• Market Liquidity Tempers Interbank and Money Market Rates: The effect of liquidity surplus

in the banking system still holds sway on the Nigerian Interbank Offered Rates (NIBOR), with

average Q3’20 rate across the 1M, 3M and 6M tenor settling at 4.03% (Q3’19: 13.13%). Activities

at the Money Market space was more tempered in Q3’20as compared to H1’20. The Overnight

(OVN) and Open Buy-Back (OBB) rates traded at an average of 7.68% and 6.78% in Q3’20

versus Q3’19 figures of 11.45% and 10.46% respectively.

• Fitch Affirms ‘B’ Rating; Changes Outlook To Stable: In a welcome reversal to its Apr-20

downgrade of Nigeria's Long-Term Foreign-Currency Issuer Default Rating (IDR) to 'B’

(negative outlook) from ‘B+’, Fitch Ratings on 30-Sep-20 revised the outlook to ‘stable’.

Though still holding a ‘B’ rating, the agency’s revision reflects a decrease in the level of

uncertainty surrounding the impact of the global pandemic shock on the Nigerian economy.

However, concerns around existential challenges such as weak fiscal revenues, comparatively

low governance and development indicators, high dependence on hydrocarbons and a track

record of subdued growth and high inflation still abounds.

Source: NSE, NISL Research

Chart 29: Nigerian Sovereign Yield Curve (%)

Oct-20 28

Chart 30: Money Market and NIBOR Trend (%)

Source: NSE, NISL Research
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FY’20 Expectations; Global Environment

• Global Growth in FY’20 Narrows: With fears of a second wave of the COVID-19 pandemic,

global activities may stay benched for the remainder of FY’20. Global trade activities are

expected to remain pressured even as investments across frontier and emerging markets still

offer fair amounts of downside risks. It is anticipated that a faster than expected pass-through

of most stimuli across regions should help give improved facelifts to regional growths in the

medium-term horizon.

• US Fed Funds Rate Stays on Point: The U.S Fed Funds Rate is expected to remain within the

range of 0.00% - 0.25% in the near term as the FOMC tries to keep the nation’s inflation rate

elevated. A major booster to the U.S economy in the short term will be a concession of the

presidency to provide and release a fourth round of stimulus to the approximately 11 million

unemployed citizens which in turn should translate to the sustenance of most small-scale

business operations within the economy.

• U.S and China Treading on Cracking Ice: The true success of the U.S and China trade treaty is

yet to be determined as the COVID-19 pandemic continue to interrupt the full implementation

of the treaty. We opine that the Nov-20 U.S general elections will serve as a major turning

point in the race to a truce, as a change in power in the U.S could open up a new chapter in the

Sino-U.S trade war debacle.

• “To Be or Not To Be” Hard BREXIT: We envisage that the transition period will be concluded on

31-Dec-20 but what remains a mystery will be the sway of the BREXIT Withdrawal Agreement.

The likelihood of a hard BREXIT is currently lessened as ongoing negotiations between the two

parties (U.K and E.U) seems to be just fine.

Oct-20 30

http://www.nisl-ng.com/
mailto:nislresearch@nisl-ng.com


www.nisl-ng.com | Ebbing Tide?: Nigerian Financial Markets Q3'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

FY’20 Expectations; Global Environment
• Tepid Global Oil Demand: Although the continuity of OPEC+ production cuts from 9.7mbpd to

7.7mbpd till Dec-20 is expected to still aid the oversupply of crude oil into the global economy. The

demand for global oil, though up QoQ, is expected to still be considerably low going into Q4’20 as

the increasing opening up of economies across regions should boost demand in the quarter.

According to the OPEC Monthly Oil Market Report for Sep-20, the total global oil demand will

settle at 90.23mbpd while total oil production is expected to settle at 67.62mbpd (provided OPEC+

comply with the agreed production cuts). Average crude oil price for Q4’20 is expected to hover

around $41 - $43pb.

Oct-20 31

The sustenance of the price of 
Brent crude above the $40pb 
mark is highly dependent on 
the compliance level  of the 
OPEC+ members for the 
remainder of the year
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FY’20 Expectations; Domestic Environment

• Coming Recession; Technical or Otherwise?: The domestic economy is undoubtedly expected to

roll into a recession. The duration, however, remains the question to be answered. We anticipate

two (maximum of three) more quarters of consecutively reducing negative YoY GDP growths

(contractions of circa 4.20% and 2.45% YoY in Q3’20 and Q4’20 respectively), as the string of fiscal

and monetary interventions to the COVID-19 induced economic drag further sips into the economy.

A downside to this is the subsisting demand issues around global crude oil and the overproduction

shortcomings (based on the OPEC+ agreement) that the country must make up for.

• CPI Upswing; No End in Sight: Adding to the lingering causative agents of the uptrend in inflation

numbers in recent times, the increase in the pump price of PMS and electricity tariff hike will

further compound pressures on the CPI. Supply bottlenecks brought about by the slow down in

business investments in the prior quarter is still expected to weigh on prices while the continued

paucity of FX/selective FX provision by the CBN (which has now been extended to the stoppage of

general FX provision for Maize importation) and closure of the nation’s land borders are expected to

further escalate importation-linked inflation. As noted in our H1’20 Review report: “Precarious

Times”, average Headline Inflation for FY’20 is expected to stagger around 13.50%, with peak

Headline Inflation figure coming in around 15.70% (still shy of FY’16 peak of 18.55%).

• Low Foreign Inflows and the Strength of the Naira: Challenges around low FX inflows into the

economy are expected to remain, as demand for the nation’s main source of FX revenue remains

low, FDIs are virtually being reduced to non-existent and FPIs begin to wobble due to reduced

interest rates and macroeconomic concerns. Moreover, continued expectations of yet another

“technical” devaluation of the Naira against the U.S Dollar still hold sway amongst most foreign
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In as much as the removal of 
subsidy and the total 
deregulation of the 
downstream sector (PMS 
market) is a welcome idea, we 
note the attendant 
inflationary drive it portends 
for the domestic economy. 
This in consonance with the 
hike in electricity tariff comes 
off as “gun powder” to an 
already kindled fire of 
economic recession.
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FY’20 Expectations; Domestic Environment

investors in the capital and debt market alike. The Naira is expected to remain under significant

pressure at the parallel market as demand for FX continues to outweigh supply.

• MPC’s Dovish Signal: The surprise cut in the MPR (-100bps to 11.50%) by the MPC in Sep-20 shows

relative proactiveness on the part of the Committee in gearing up for further slides anticipated in

the economy. Key amongst the basis for this is the expectation for increased real sector lending in a

bid to encourage more investments within the economy. However, we note that this might be a tall

order, as issues around NPL levels and the currently weak domestic economy might curb this.

• PMI; A Long Wait for An Expansion: PMI figures for the remainder of FY’20 are expected to sit in

the contraction zone as both fiscal and monetary thrusts employed by the government are yet to

make noticeable impact on key sectors of the economy. We note that the pandemic have exposed

the vulnerability of old business models and expect that businesses within the economy at their full

restart will develop models that can withstand such shocks as created in the face of the

pandemic/near economic shutdown.

Oct-20 33

An expected pick up in 
business activities towards the 
middle of Q4’20 should help 
the PMI figures considerably, 
as we opine a cross to the 
expansion zone towards early 
Q1’21.
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FY’20 Expectations; Equities Market

• Equities Market to Remain Bowed: The equities market has systematically ridden on the back

of a couple of policies targeted at revamping the economy from the battering of the corona

virus pandemic. Having further cemented the positive return garnered in Q2’20 in the last

quarter, it is anticipated that Q4’20 will also flow in line with Q3’20. This we note will not be

without a fair share of profit taking activities at the bourse, as investors consider downside

risks to investments due to subsisting headwinds to the economy (such as global crude oil

demand shortcomings) and by proxy the equities market. Noteworthy is the building interest

of domestic institutional and foreign investors in recent times which should still bode well for

the equities market. We reiterate that the Nigerian Equities Market remains a prime

investment destination, as it still trades at a fair discount to its counterparts in the EMDE and

Frontier Markets.

• Foreign Participation Likely to Trickle in More: In spite of the present bias around

macroeconomic fragility, we opine that more foreign investment inflows into the equities

market will occur in the period especially as more transitions are seen from the short end of

the fixed income space due low yields.

• Consumer Goods Sector; Investor Sentiments Drifting from Earnings Expectation: Looking

away from pressured earnings releases expectation for FY’20, investors in the space have

evolved into value hunters, latching on to bellwethers with capacity to maximize the gradual

reopening of the economy for short to medium term volume turnover. This should further

bode well for the sector in Q4’20, should current sentiments persist.

• Banking Sector; Regulatory Policies to Keep Performance Positive: Riding copiously on recent

Oct-20 34

Table 7: Equities Market P/E Comparison

Source:   Bloomberg, NISL Research *EGX30 Index

Key Equities 
Market and 
Indices

YtD at
30-Sep-20

(%) 
Market P/E

(x)

Nigeria -0.02 9.46

South Africa -4.75 22.05

Kenya -15.87 9.19

Tunisia -5.24 20.26

Mauritius -30.74 57.11

Egypt* -21.15 11.43

MSCI Frontier 
Market Index -12.07 13.84

MSCI Emerging 
Market Index -4.12 19.75
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FY’20 Expectations; Equities Market

policy tweaks by the CBN, returns expectation from listed stocks in the space remains positive

for Q4’20 especially for dividend paying bellwethers. Going forward, an anticipated drop in

funding cost for the DMBs should help support earnings performance, which in turn should

result in sustained levels of dividend payment for the known dividend paying aristocrats. Also,

it is noted that although concerns around loan non-performance and impairments still linger

(especially from within the manufacturing/industrial and Oil & Gas space), we opine the gradual

opening up of the economy and sustenance of crude oil prices above its year lows should help

to partially alleviate risks in this regard.

• Industrial Goods Sector; Fiscal Funding Boosts Sector Outlook: With the resumption of major

activities across several sectors of the economy plus the increasing release of capital

expenditure funding for the FY’20 budget, outlook for the sector is gradually rising from its

prior modest position to a more positive forecast. Meanwhile, expectations are still rife for the

Dangote Cement Plc. (DANGCEM) Share Buy-Back plan.

• Insurance Sector; Final Race to Recapitalization: With the recapitalization deadline of the

sector now broken into two phases (50% of the minimum paid-up capital for insurance and 60%

for reinsurance firm to be met by 31-Dec-20 with 100% full compliance to be met not later than 30-

Sep-21), we expect increasing positivity on most listed stocks as more clarity ensues from the

process. As at end of Q3’20, it is noted that six (6) companies have indicated interest in

mergers and acquisitions out of forty-four (44) companies reviewed, while a couple of rights

issues have been completed or are in the process of completion. Other plans to meet the

deadline for some include and are not limited to capitalization of retained earnings, Initial

Public Offerings (IPOs), asset sales, capital injections or a combination of these avenues.
Oct-20 35

Source:   NSE, Bank Financials, Bloomberg, NISL Research

Investor biases in the Insurance sector 
in Q4’20 will be guided by news inflow 
on progresses made by the listed 
companies in their pursuit of the first 
phase of the recapitalization drive 
wherein Life insurance providers are to 
have minimum capital of ₦4bn 
(existing minimum – ₦2bn and paid up 
capital of ₦8bn by 30-Sep-21). General 
insurers are required to meet a 
minimum paid-up capital of ₦5bn 
(existing minimum – ₦3bn and ₦10bn 
by 30-Sep-21) while Composite insurers 
are expected to have a minimum of 
₦9bn in paid up capital (existing 
minimum – ₦5bn and ₦18bn by 30-Sep-
21). Reinsurers are mandated to have 
₦12bn (existing minimum – ₦10bn and 
₦20bn by 30-Sep-21.
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FY’20 Expectations; Equities Market

• Upstream Sector Woes: The sustenance of the global crude oil benchmark (Brent) price above

the $40pb mark will further create a level of respite for listed Exploration & Production (E&P)

companies for the remainder of FY’20. Downstream companies should also begin to see

enhanced profitability in the medium-term horizon with the full deregulation of the

downstream PMS sector that is underway.

• The current uptrend witnessed at the local bourse is expected to pull through for the most of

Q4’20. However, we do not overrule flashes of short-term profit taking as stock prices further

create higher-highs in the quarter.

• Also, the current market environment still provides good buying opportunities for investors

with long term investment objectives as it is expected that a near change in the global health

dynamics can trigger an equities market upturn in the medium term horizon, causing some

fundamentally sound stocks to rally over 20% in price appreciation. We reiterate that the current

dividend yields on key bellwethers based on their FY’20 corporate action expectations outstrip

yields at the fixed income space and will remain a major incentive for further ‘BUY’ sentiments

in the short term.

• Overall, we are relatively optimistic of a positive FYE’20 closing at the domestic bourse.
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Table 8: Stocks with High Dividend Yield

Stocks

Price @            
30-Sep-20

(₦)
Expected 

Yield

1 UCAP 3.33 15.02%

2 AFRIPRUD 4.71 14.86%

3 ZENITHBANK 17.85 14.01%

4 CONOIL 15.25 13.11%

5 UBA 6.20 12.90%

6 JBERGER 16.05 12.46%

7 DANGCEM 142.90 11.20%

8 FIDELITYBK 1.85 10.81%

9 GUARANTY 28.05 8.91%

10 DANGSUGAR 12.40 8.87%

11 WEMABANK 0.54 7.41%

12 FBNH 5.20 7.31%

13 VITAFOAM 6.00 7.00%

14 WAPCO 15.00 6.67%

15 FCMB 2.19 6.39%

16 ACCESS 6.70 5.97%

17 STANBIC 40.50 4.94%

18 SEPLAT 400.00 4.51%

19 MTNN 129.00 3.85%

20 NESTLE 1175.00 3.83%
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FY’20 Expectations; Stock Pick 
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FY’20 Bespoke Portfolio Stock Pick – (Prices as 30-Sep-20)

Investment 
Rationale

FBNH
Financials

•Sound Tier I bank.
•Impressive earnings 
performance thus far in the 
year with H1’20 topline and 
bottom-line growths of 7% 
and 56% to ₦352bn & ₦49bn.
•Good dividend payment 
history.
•At H1’20; NPL-8.8%, CAR-
16.5%, ROAE-14.5%, ROAA-
1.50%, LDR-47.4%, CIR-65.8%, 
COF-2.8%, COR-3.1%, NIM-6.8%.
•Price: ₦5.20
•Fair value: ₦6.75
•Upside: +29.81%

•Good Tier2 bank with 
impressive earnings 
performance for over 11 
continuous quarters.
•Stable dividend payment.
•At Q3’20; NPL-4.8%, CAR-
18.8%, ROAE-13.41%, ROAA-
1.44%, *LDR-68.2%, CIR-70.3%, 
*COF-6.3%, COR-1.3%, *NIM-
6.2%.
•Price: ₦1.85
•Fair Value: ₦2.41
•Upside: +30.27%

FIDELITYBNK
Financials

•Sector leader with quality 
asset base and sound Return 
on Asset.
•Healthy top and bottom-
line performance over the 
years.
•Constant dividend payment 
(interim and final).
•At Q3’20; NPL-6.8%, CAR-
22.9%, ROAA-4.6%, ROAE-
26.8%, LDR-56.2%, CIR-43.2%, 
COF-1.5%, COR-0.4%, NIM-9.7%.
•Price: ₦28.05
•Fair Value: ₦38.20
•Upside: +36.19%

GUARANTY
Financials

•Consistent bottom-line 
growth due to cost control. 
•Steady dividend payment 
(interim and final) and 
currently has the top 
dividend yield among listed 
Banking stocks.
•At Q3’20; NPL-4.7%, CAR-
20.0%, ROAA-3.0%, ROAE-21.5%, 
LDR-57.1%, CIR-54.3%, COF-2.2%, 
COR-1.8%, NIM-9.0%.
•Price: ₦17.85
•Fair Value: ₦24.78
•Upside: +38.82%

ZENITHBANK
Financials

Investment 
Rationale

•Second largest listed bank 
by asset base post merger.
•Impressive earnings 
performance.
•Good dividend payment 
history (interim and final).
•At H1’20; NPL-4.4%, CAR-
20.0%, ROAE-19.1%, ROAA-
1.30%, LDR-59.1%, CIR-65.8%, 
COF-3.7%, COR-0.9%, NIM-4.9%.
•Price: ₦6.70
•Fair value: ₦8.77
•Upside: +30.87%

ACCESS
Financials

•Impressive earnings 
performance starting all 
the way from FYE’18 
buoyed by good cost 
management.
•Good and consistent 
dividend payment history.
•Q3’20 (period ended Jun-
20) PAT growth of 93% YoY 
to ₦2.14bn.
•Price: ₦6.00
•Fair value: ₦7.30
•Upside: +21.67%

VITAFOAM
Consumer Goods

•Market heavyweight in the 
flour milling space.
•Increasing benefits of 
backward integration 
initiatives.
•Ongoing border closure to 
boost Revenue generation.
•Good top and bottom-line 
performance in Q1’21 amidst 
low costs.
•Price: ₦21.65
•Fair value: ₦28.03
•Upside: +29.47%

FLOURMILL
Consumer Goods

•The biggest player in the 
sugar refining space.
•Increasing benefits of 
backward integration wits.
•Conclusion of the Savannah 
Sugar Company Ltd takeover 
to further boost production 
and market share.
•Ongoing border closure to 
boost Revenue generation.
•Price: ₦12.40
•Fair value: ₦15.75
•Upside: +27.02%

DANGSUGAR
Consumer Goods

NPL-Non-Performing Loan, CAR-Capital Adequacy Ratio, ROAA-Return on Average Asset, ROAE-Return on Average Equity, LDR-Loan to Deposit Ratio, CIR-Cost to Income Ratio, COF-Cost of Funds, COR-Cost of 
Risk, NIM-Net Interest Margin *As at FY’19 Note: All fair value prices have a trade range of +/- 10%.
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FY’20 Bespoke Portfolio Stock Pick – (Prices as 30-Sep-20)

Investment 
Rationale

WAPCO
Industrial Goods

•Another strong force in the 
cement production space.
•To also benefit from 
government infrastructure 
drive.
• Healthy expense and cost 
management plus declining 
finance cost significantly 
boosting bottom-line. 
•Consistent dividend 
payment.
•Price: ₦15.00
•Fair value: ₦20.80
•Upside: +38.67%

•Strong brand in the 
insurance industry running 
both Life and Non-Life 
insurance.
•The sale of the pension arm 
to FCMB Pensions to boost 
bottom-line earnings in the 
period and bring about 
focused service delivery.
•On course to meet the sector 
recapitalization deadline.

•Steady dividend payment.  
•Price: ₦0.82

•Fair value: ₦1.04

•Upside: +26.83%

AIICO
Insurance

•A notable investment 
services firm listed on the 
NSE.
•Consistent high yield 
dividend payment.
•H1’20 bottom-line growth 
buoyed by significant drop in 
finance cost.
•Currently trades with a 
significant dividend yield 
based on FY’20 dividend 
payment expectation.  
•Price: ₦4.71
•Fair value: ₦6.03
•Upside: +28.03%

AFRIPRUD
Other Financial Institution

•One of the top domestic 
Investment Banking firm 
listed on the NSE.
•Impressive historical 
earnings performance.
•H1’20 Revenue and PAT 
growth of 37% and 16% YoY 
to ₦4.45bn and ₦1.91bn. 
•Stable high yield dividend 
payment.
•Price: ₦3.33
•Fair value: ₦4.33
•Upside: +30.03%

UCAP
Other Financial Institution

Investment 
Rationale

•Foremost firm in the 
construction industry and 
benefit immensely from FGN 
infrastructure drive.
•Pressured earnings in 
Q2’20 to take shape going 
forward with resumption of 
infrastructure 
developments. 
•Steady dividend payment.
•Price: ₦16.05
•Fair value: ₦21.03
•Upside: +31.03%

JBERGER
Industrial Goods

•Sector leader in the 
cement production space.
•Will profit from the FGNs 
Infrastructure growth drive 
for years to come.  
•Share buy-back package to 
drive positive investor 
sentiments for a price rally 
when it occurs.
•Regular dividend payment.
• Price: ₦142.90
•Fair value: ₦175.67
•Upside: +22.93%

DANGCEM
Industrial Goods

•Sector leader in the 
telecommunications space 
with sound Revenue growth 
in recent quarters.
•Stable dividend payment.
•Mobile Money operations 
to boost earnings.
•Increasing usage of 
internet to drive revenue.
•Price: ₦129.00
•Fair value: ₦155.41
•Upside: +20.47%

MTNN
ICT

•A major player in the 
Healthcare space.
•Increasing cost management 
initiatives reflecting on 
bottom-line performance.
•H1’20 PAT growth of 81% YoY 
to ₦501mn.
•Stable dividend payment.
•Price: ₦3.53 
•Fair value: ₦4.14
•Upside: +17.28%

FIDSON
Healthcare

Note: All fair value prices have a trade range of +/- 10%.
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FY’20 Expectations; Stock Pick Metrics (Prices as 30-Sep-20) 
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Source: Bloomberg, Company Financials

• The stock recommendation postulated above is not exhaustive, as bespoke portfolio construction and re-construction is advised. Other 
stocks that currently sits within our broader scope include and are not limited to: FCMB, UBA, CORNERST, NESTLE, etc.

Counter Price (₦)
Q3'20 

Return
52-Wk High 

(₦)
Correlation 
coefficient

260-Day 
Volatility 

(%)
30-Day RSI

5Yr Avg. 
P/E (x)

5Yr Avg. 
P/BV (x)

ROA (%) ROE (%)
5-Yr Rev. 
CAGR (%)

5-Yr PAT 
CAGR (%)

Div. Yld. (%)
Fair Value 

(₦)
Upside 

Potential

Financials/ 
Financial 
Services

ACCESS 6.70 2.29% 12.00 0.465 55.35 63.46 2.93 0.47 1.59 15.26 22.15 17.87 9.70 8.77 30.87%

AFRIPRUD 4.71 14.60% 6.05 0.487 53.13 77.15 4.61 8.42 22.76 6.65 14.86 6.03 28.03%

FBNH 5.20 -0.95% 7.85 0.647 53.35 71.67 6.50 0.38 1.19 14.19 4.97 -3.66 7.31 6.75 29.81%

FIDELITYBK 1.85 6.32% 2.40 0.476 48.23 66.53 2.85 0.26 1.48 10.87 10.49 15.56 10.81 2.41 30.27%

UCAP 3.33 30.59% 4.00 0.474 60.10 69.58 3.41 0.99 3.32 88.42 23.38 21.92 15.02 4.33 30.03%

GUARANTY 28.05 27.21% 34.40 0.671 48.18 73.86 5.37 1.57 5.55 29.38 9.35 15.82 9.98 38.20 36.19%

ZENITHBANK 17.85 10.87% 23.00 0.729 54.49 64.32 3.79 0.78 3.39 9.94 16.02 15.69 24.78  38.82%

Insurance
AIICO 0.82 6.49% 0.95 0.417 62.15 53.42 2.13 0.40 4.29 24.15 26.55 21.56 1.04 26.83%

Cosumer 
Goods

DANGSUGAR 12.40 3.33% 16.60 0.362 48.76 60.29 6.63 1.66 12.17 21.17 11.17 14.02 8.87 15.75 27.02%

FLOURMILL 21.65 13.95% 24.00 0.215 42.72 70.40 8.68 0.63 2.47 13.19 3.03 6.47 28.03 29.47%

VITAFOAM 6.00 7.33% 6.10 0.283 43.06 59.72 0.96 15.29 52.27 5.92 7.00 7.30 21.67%

Industrial 
Goods/ 

Construction

DANGCEM 142.90 12.52% 180.40 0.723 37.63 80.58 15.11 3.92 11.70 26.89 17.89 4.59 11.20 175.67 22.93%

JBERGER 16.05 -19.14% 22.92 0.163 42.80 51.05 11.52 1.39 2.91 10.80 6.24 1.23 10.38 21.03 31.03%

WAPCO 15.00 50.00% 17.85 0.290 54.67 70.97 2.15 22.18 44.66 -3.97 6.67 20.80 38.67%

Healthcare
FIDSON 3.53 18.46% 4.00 0.189 56.92 56.19 0.66 1.99 6.38 7.67 -8.41 4.25 4.14 17.28%

ICT
MTNN 129.00 9.79% 142.70 0.685 34.99 83.23 16.38 163.83 7.24 -0.67 5.43 155.41 20.47%
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FY’20 Expectations; Fixed Income Market

• Single Digit Yield; Here to Stay: The single digit yield environment in the domestic space is expected to

hold for the remainder of the year with the FGN optimizing cheap funding for its domestic borrowing.

The rising gap of negative real returns for investors across the span of the yield curve and even at the

OMO market remains a point of concern.

• Fixed Income Investors To Further Seek Varieties: As government issues continue to come with lower

yields month after month at the primary market, we note that investors will continue to seek investment

in other higher yielding debt issuances when available. Investors will still be aggressive at the

Commercial Papers (CPs) and corporate bonds market for the remainder of the year, even as the last lap

of Q3’20 saw quite a healthy turn up of most institutional and foreign investors at the equities market

space.

• Eurobond Investment; A Suitable Hedging Tool: As opined at the close of H1’20, savvy investors

maximized the high yielding investment opportunity made available in the Eurobonds market

(exacerbated by an initial phase of sell-offs of EMDE and Frontier Markets’ Eurobonds by foreign

holders), with most instruments currently trading at slight premium. However, we note that investors

with foreign expenditure exposures can still maximize this investment class, banking on the hedging

feature of Eurobonds to guard against any likelihood of currency devaluation that might come up, as

grater level of certainty exists that a currency revaluation is not possible in the near term.

• Overall, we still expect a fairly healthy participation at the fixed income market in the quarter, as liquidity

levels in the system still remains buoyant and the second technical round of devaluation by the CBN in

Q3’20 help foster some “hot money” inflow into the system.
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Investments in US Dollar fixed 
income instruments such as 
Eurobonds is still 
recommended, as it still 
serves as an effective hedge 
against FX risks.
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NISL Core Value Propositions
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Competitive Fees: NISL is flexible enough to offer very competitive fees therefore giving you 

the highest value per Naira invested. 

1

3 Professionalism: We operate with the highest level of professionalism and in line with global 

best practices.

2 Integrity: We are true and honest in all our dealings. Standards are maintained without 

compromise.

6 Transparency: We carry-on business in the most transparent manner and in the client’s best 

interest at all times. We strongly believe in and imbibe a “win-win” philosophy.

4 Confidentiality: The highest standards of confidentiality are maintained in all our dealings.

5 Dedication : Our structure guarantees that your business would be prioritized and not treated as 

“just another account”.

7 Efficient & Responsive Service: Highly professional & convenient service, plus real time 

online access to account information.
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How We Can Be Of Service
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Equities

• Securities trading on the NSE

• Securities trading on the NASD for unquoted equities

• Execution of block trades

• Liaison with Registrars and Custodians

• Investment advisory and portfolio restructuring services

Fixed 
Income 

Securities 
(Bonds & T-

Bills)

Research 
Support

• Stock recommendations on a weekly basis

• Closing bid and offer prices which give a sense of the direction of the market

• Daily Price List from The Trading Floor of the Nigerian Stock Exchange & Daily Market Report

• Updates on announcements – earnings releases, corporate actions

• Company specific (stock) reports

• Assist in executing primary market trades in FGN Bonds

• Over-the-counter trading of FGN, State and Corporate Bonds

• Execution of block-sized fixed income securities transaction

Securities Trading Services
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How We Can Be Of Service

Our client web portal offers a wide range of features which gives the opportunity to perform all necessary tasks 

on your securities trading account online, from any remote location.  Functions that can be completed via our 

internet portal include:

Mandate Jobbing: You can place buy and sell orders

Account Statement: You can view all activities on your account over any given period

Portfolio Summary: You can monitor the performance and composition of your portfolio

Executed Trade Summary: You can verify all transaction charges of any executed trade on your account
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Our Trading Portal
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Laolu Martins laolu.martins@nisl-ng.com +234 807 600 4468

Segun Tunmbi segun.tunmbi@nisl-ng.com +234 703 038 9024

NISL Research
nislresearch@nisl-ng.com

Bloomberg: RCTR NISL <GO>

3, Alhaji Kanike Street,

Off Awolowo Road,

South-West Ikoyi,

Lagos | Nigeria

Tel:    + 234 1 4532828 

ADDRESS

NAME EMAIL TELEPHONE

Contact Information
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4th Floor, Grand Square,

Plot 270, Muhammadu Buhari 
Way, Central Business District,

Abuja | Nigeria

Tel:    + 234 815 050 2660

ADDRESS (Representative Office)
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