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Important Information
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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
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• Nigerian International Securities Limited (‘‘NISL’’) looks at the Nigerian Equities Market in
H1’20 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
• Shredding Global Growth: The spread of the novel Corona Virus Disease (COVID-19) pandemic has disrupted the expected global

growth comeback in FY’20 after the two major economies (the United States of America - U.S and China) reached a trade truce. Several

sovereign nations have employed fiscal and monetary stimuli which is yet to reflect any success as most nations are still grappling with

human loss and productive economic activities are still far from getting back on track. With the downward spiral of several global

economies, international agencies such as the International Monetary Fund (IMF) and the World Bank have been on the forefront of

sustaining most fragile economies from plummeting into deeper than expected economic recessions.

• Bearish Hold on Global Oil Prices: The prices of several global crude oil benchmarks crashed as global oil demand waned drastically due

to the COVID-19 pandemic. Salvaged by an Apr-20 production cut deal, an oil price war between Russia and Saudi Arabia had already

resulted in a crude oil glut and which had translated to discounted sales of the product with the West Texas Intermediate –WTI Futures

briefly trading negative.

• Domestic Macroeconomic Indicators: The current domestic macroeconomic climate does not look rosy in the near term, neither is

there an indication of any favorable bounce back when the nation’s economy eventually reboots. The quarantine measures placed to

curb the spread of the virus have slowed down every sector of the nation’s economy with the consequence of a looming recession

hanging on the horizon. The Headline Inflation is expected to continue its upward trajectory while the Gross Domestic Product (GDP)

should delve into the negative territory possibly by the release of Q2’20 numbers. Furthermore, with continued capital flights and low

revenue from crude oil sales, noticeable strains are bound to remain on the nation’s FX reserves and the Central Bank of Nigeria (CBN)

ability to further support the naira at the current rate. These and many more negative challenges currently being faced as a nation puts

Nigeria in a situation that can only be termed – PRECARIOUS!

• Not A Good Year for Equities Market: Equities market world over have had their fair share of the COVID-19 brunt with performances in

H1’20 having been below par. On the domestic front, the double-whammy of investors fret/flight to safety and the plunge in global

crude oil prices could have left the Nigerian Stock Exchange All Share Index (NSEASI) in a state of limbo, thanks to the Apr-20 crude oil

production cut deal which turned the global prices of crude oil northward and also influenced the NSEASI in a similar pattern.
Jul-20 4
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H1’20 Review: Global Environment

❖ All Hell Breaking Loose

• The Demise of Global Economic Growth in H1’20: Coming on the back of extended trade wars

between major economies, the sudden global outbreak of the Coronavirus disease (COVID-19)

at the commencement of the year has significantly set global economic growth on the path to

recession. According to the World Trade Organization (WTO), global trade is expected to fall

by 13% YoY due to the quarantine measures and lockdown procedures set in place in most

countries to curb the spread of the virus. This, however, according to the WTO may decline by

c.32% if governments fail to implement and coordinate effective policy responses to combat

the effect of COVID-19. Monetary Policy Committees across sovereign nations acted

proactively to mitigate against the risks of a recession by easing their policy rates, with some

cutting as much as five times in H1’20 (Turkey: -375bps to 8.25%, Canada: -150bps to 0.25%,

United Kingdom –U.K: -65bps to 0.10%, South Africa: -275bps to 3.75%, China: -30bps to 3.85%,

Nigeria: -100bps to 12.50%, etc.). On another note, fiscal spending was boosted significantly

across many nations while some economies ramped up domestic quantitative easing

programs all in a bid to protect households and businesses from the abrasive effects of the

slow down.

• Beyond the Socio-Economic Impact of COVID-19: Away from the devastating effect on human

health, livelihood and rising mortality rate caused by the COVID-19 pandemic, one major

aftermath of the outbreak was the significant drop in global crude oil consumption which

resulted in an all-out crude oil price war between production heavyweights (Saudi Arabia and

Russia) with crude oil producing countries jostling for whatever demand was left.
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Table 1: Top 10 Countries with COVID-19 
Confirmed Cases as at 30-Jun-20

Source: WHO, NISL Research

Source: Sentix, NISL Research

Chart 1: Sentix Index Trend on Global Trade
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H1’20 Review: Global Environment

Global crude oil price as measured by Brent crude hit a 20-Year low of $19.33 per barrel (pb) on

21-Apr-20 while the JP Morgan global Composite Purchasing Managers Index (PMI) and Sentix

Investor Confidence Index (a German-originated investor sentiment index) closed off at 36.30

and -24.80 points in May-20 after months of consecutive contractions.

• Major Market Indices Closed Negative: Most financial markets across the globe have come

off worse as investors find succor in safe assets such as gold. Indices such as the Standards &

Poor's 500 Index (S&P 500 Index), Dow Jones Industrial Average Index (DJIA Index), Nasdaq

Composite Index (NASDAQ Index), Shanghai Stock Exchange Composite Index (SHCOMP

Index) and STOXX Europe Total Market Index returned -4.04%, -9.55%, +12.11%, -2.15% and -

14.04% YtD respectively in H1’20.

• The International Monetary Fund’s (IMF) Bleak Outlook: Due to the global uncertainties

raised by the spread of the COVID-19 outbreak, the IMF posits that the global economy could

witness its worst recession since the Great Depression of 1929 and far worse than the Global

Financial Crisis of 2008. The IMF in its Jun-20 World Economic Outlook report: “A Crisis Like No

Other, An Uncertain Recovery” noted that the global economy is forecast to contract by 4.90%

YoY in FY’20, a far cry from the weakened growth estimate of +2.90% YoY in FY’19. This is a

downward revision from its contraction forecast of 3.00% in its Apr-20 World Economic

Outlook Report: “The Great Lockdown”.

• Heavy Global Job Loss & IMF Revision: The revision by the IMF is premised on the worsening

of the pandemic in many countries since the release of the Apr-20 WEO with several negative

shifts in global economies. Labour markets have taken severe hits as the International Labour
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Chart 3: Jun-20 IMF Global Growth Trend and 
Forecast

Source: IMF, NISL Research

Source: Bloomberg, NISL Research

Chart 2: Selected Equities Market Index Return 
in H1’20

-4.90%

-8.00%

-3.00% -3.20%

-8.00%

1.00%

5.40%
4.80%

5.90%

3.40%

4.50%

8.20%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

10%

Global Advanced
Economies

EMDEs SSA USA China

2018 2019 2020e 2021f

-4.04%

-9.55%

12.11%

-2.15%

-14.04%

-20.00% -15.00% -10.00% -5.00% 0.00% 5.00% 10.00% 15.00%

S&P 500 Index

DJIA Index

NASDAQ Index

SHCOMP Index

Euro Area

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


www.nisl-ng.com | Precarious Times: Nigerian Financial Markets H1'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

H1’20 Review: Global Environment

Organization (ILO) estimates that there will be a loss of 300 million full-time jobs in Q2’20

from 130 million lost in Q1’20.

• Contraction In Global Trade: A sizeable contraction in global trade to the tune of 3.50% was

recorded in Q1’20 due to demand and supply dislocations plus the collapse in cross-border

tourism. The IMF estimates that more than $83bn foreign capital outflow have been made

from EMDEs and Frontier markets in the aftermath of the COVID-19 outbreak an instance that

has led to varying degrees of currency devaluation in the region.

• IMF’s Response to the Coronavirus Outbreak: Prompted by the COVID-19 outbreak, the IMF

introduced a number of stimulus packages and disaster management initiatives for member

countries, some of which include; (i) a $50bn emergency financing with $10bn of this available

at zero interest rate for poorest members through the Rapid Credit facility (ii) replenishing of

the Catastrophe Containment and Relief Trust and (iii) being ready to deploy all of its $1tn

lending capacity.

• Relief Fund Disbursement: The IMF commenced disbursement of relief funds to various

member countries under the different programs in H1’20 such as $375mn to the Republic of

Uzbekistan, $125mn to Benin Republic, $2.77bn to Egypt amongst others. Nigeria accessed the

sum of $3.4bn at 1% interest rate (5Yr tenor with up to 21/2 Years moratorium) under the Rapid

Financing Instrument (RFI) scheme – the largest disbursement by the Institution to any country

that has been ravaged by the coronavirus pandemic.

• The World Bank’s Global Position: In its Jun-20 Global Economic Prospect report: “Pandemic,

Recession: The Global Economy in Crisis”, the World Bank posited that global growth rate for
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Chart 5: Jun-20 World Bank Global Growth 
Trend and Forecast (%)

Source: World Bank, NISL Research

Chart 4: Jun-20 IMF Growth Trend and Forecast 
for Sub-Saharan Africa 

Source: IMF, NISL Research
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FY’19 settled at 2.40% YoY (20bps lower than its previous expectation of 2.60%). However, the

COVID-19 outbreak has triggered global shocks which are expected to set off economic

recessions in majority of countries around the world. Therefore, the global economy is

expected to shrink by 5.20% YoY in FY’20; this may be deeper if the pandemic persists. Global

trade activities are expected to fall further in FY’20 (expected plunge of 13.40% YoY in FY’20 with

an expected slow recovery in H2’20) partly due to the pandemic as commodity prices,

international travel and value chains have been negatively impacted.

• World Bank’s Response to COVID-19: A major response from the World Bank in alleviating the

COVID-19 impact on countries included a $14bn fast-track facility out of which the first group

of projects amounting to $1.9bn in about 25 countries have been rolled out. The redeployment

of resources in existing World Bank financed projects across the world has also been initiated

while the Institution will be providing up to $160bn over 15months in financing tailored to the

health, economic and social shocks countries are facing, including $50bn of International

Development Association (IDA) resources on grant and highly concessional terms. Nigeria is

currently benefitting from the Phase II of the Regional Disease Surveillance Systems

Enhancement (REDISSE) program.

❖ The United States of America

• U.S Declining Growth, Weak Investment: Data from the Bureau of Economic Analysis (BEA)

reveals a third estimate of Q1’20 Real GDP growth at -5.00% YoY for the U.S economy, 20bps

lower than advanced estimate of -4.80% YoY released earlier in the year. This reflects a major

slip from FY’19 and Q4’19 figures of 2.30% and 2.10% YoY respectively. Business activities across

Jul-20 10

Source: BEA, Trading Economics, NISL Research

Chart 7: U.S GDP and Inflation Growth Rate

Source: World Bank, NISL Research

Chart 6:  Jun-20 World Bank Growth Trend and 
Forecast for Sub-Saharan Africa
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the U.S slowed down significantly with the contraction reflecting to an extent the stay-at-

home orders issued by the government in early Mar-20 and which led to rapid changes in

demand as businesses and schools switched to remote work (many stopped operations) and

consumers canceled, restricted, or redirected their spending. On another note, the IHS Markit

U.S Composite PMI Index pegged at 37.00 points in May-20, up from an all-time low of 27.00

points in Apr-20.

• FOMC Shifts Stance; A COVID-19 Induced Rate Cut: The Federal Open Market Committee

(FOMC) in an emergency meeting on 03-Mar-20 began the path of slashing the Federal Funds

Rate (Fed Funds Rate) in response to mounting concerns about the economic impact of the

COVID-19 pandemic. The FOMC initially slashed the target range of the Fed Funds Rate to

1.00% - 1.25% (-50bps) from its previous hold of 1.50% - 1.75%, then capping it with another

100bps cut on 15-Mar-20 to a range of 0.00% - 0.25%. This was retained in its subsequent

meeting held in Jun-20.

• FOMCs’ $700bn Stimulus Package: The Committee also launched a $700bn stimulus

programme in a bid to protect the economy from what it termed the “profound” impact of

the COVID-19 pandemic and established a temporary repurchase agreement facility for foreign

and international monetary authorities (FIMA Repo Facility) wherein FIMA account holders

(other Central Banks and International Monetary Authorities) temporarily exchange their U.S.

Treasury securities held with the Federal Reserve for U.S. dollars, which can then be made

available to institutions in their countries.
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Source: U.S Federal Reserve, NISL Research

Chart 8: U.S Fed Rate Trend and PMI 
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❖ U.S-China Trade Truce & BREXIT: Split Issues on Global Trade Positions

• The U.S and China Trade Deal: The first phase of the Sino-U.S trade deal signed in Oct-19 became

effective on 14-Feb-20, covering a range of issues such as Intellectual Property, Technology

Transfers, Food and Agricultural Products, Financial Services, Transparency, Macroeconomic and

Exchange Matters just to mention a few. Working in good faith, China granted tariffs exemptions

to c.700 U.S goods to support its purchase agreement while the U.S granted exemptions on

several medical equipment in other to equip the health facilities combat the COVID-19 outbreak.

• Implication of the Trade Deal: The deal stipulates that the U.S will maintain the 25% tariff on

c.$250bn worth of Chinese goods used mainly by U.S manufacturers. Also, the U.S will maintain a

7.5% tariff (slashed from 15%) on other consumable goods such as footwear, gloves, jackets, etc.

Furthermore, the U.S is expected to considerably increase its exports of various goods to China in

over two (2) years. On the other side, China will retain its retaliatory duties on $100bn worth of

U.S products imported with exclusion to goods it has agreed to purchase from the U.S (China has

agreed to purchase U.S goods to the tune of $77bn and $123bn in FY’20 and FY’21 respectively).

• Intellectual Property Agreement: More so, China has agreed to establish and implement a

comprehensive legal system for the protection of intellectual property. However, the outbreak of

the COVID-19 pandemic and the new national security legislation for Hong Kong that China's

legislature approved in May-20 have severely affected the smooth kickstart of the trade truce.

▪ The Demise of the U.K - E.U Unification: On 01-Feb-20, the U.K formally withdrew from the rules.

During this transition period, the U.K will still be subject to the E.U laws, Customs Union and E.U

single market but will not be part of the E.U’s political bodies and institutions.
Jul-20 12

Chart 9: U.S Dollar/Chinese Renminbi Trend 

Source: Bloomberg, NISL Research
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▪ Consequence of BREXIT: Uncertainties relating to global trade plus the fragility of most E.U

economies in the face of the COVID-19 outbreak remains a source of worry. While the U.K’s

GDP growth has significantly weakened since the E.U referendum on BREXIT, the country is

expected to brace for impact with its GDP growth forecast sitting at -6.50% YoY and its Long-

Term Issuer Default Rating downgraded from ‘AA’ to ‘AA-’ by Fitch Ratings due to the

weakening of the U.K’s public finance as well as post-BREXIT uncertainties.

▪ Possibility of New Alliances: The non-agreement and non-ratification of a trade deal at the

end of the transition period (30-Jun-20 was the deadline to seek for an extension of the

transition period) will lead to the forming of new alliances for the U.K under the International

Trade Agreement (ITA) even with countries within the E.U (a costly option that could be

averted should they secure a trade deal).

• Post-Brexit Scenario: Going by a United Nations Conference on Trade And Development

(UNCTAD) study, entitled: “Brexit Beyond Tariffs: The role of non-tariff measures and the

impact on developing countries”, a no-deal BREXIT could see post-BREXIT U.K exports fall by

$32bn (14%) to the E.U due to non-tariff measures and tariffs. Under same scenario, Ireland’s

exports to the U.K are expected to drop 10% while exports from developing countries to the

U.K could rise 4%. Either ways, mounting trade costs due to non-tariff measures and

potentially rising tariffs would escalate the adverse economic effects of BREXIT for the U.K,

the E.U and developing countries. The Pounds Sterling depreciated by 6.62% and 6.46% YtD

against the Euro and US Dollar at the end of H1’20 after hitting respective peak depreciations

of 9.96% and 13.36% YtD in the period.
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Chart 10 : EUR/GBP & USD/GBP Trend

Source: Bloomberg, NISL Research
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❖ Global Crude Oil Price; COVID-19 Hits the Panic Button

• Crude Oil Supply Dwarfs Demand: The global crude oil market witnessed a plethora of

negative activities as the COVID-19 induced demand disruption resulted in massive gluts with

supplies still running. The ensuing all-out price and production war (which resulted in

discounted sales and the West Texas Intermediate –WTI Futures trading negative at some point)

left stakeholders within the Organization of Petroleum Exporting Countries (OPEC) and its

non-OPEC allies (led by Russia and the newly introduced U.S) jointly called OPEC+ to reconsider

their abandoned production cut strategy.

• United Foes tackle a Common Evil: Consequently, members of the new OPEC+ agreed to a

c.10 million barrels per day (mbpd) cut starting from 01-May-20 for three months ending 31-Jul-

20. This is expected to drop to 8mbpd for the next 5months, then to 6mbpd from year end

2020 on till the end of Apr-22. Nigeria and Iraq were part of the black sheep that largely

defaulted on their agreed production quota cut in May-20, netting only 19% and 38%

compliance level respectively of their agreed output cuts. Saudi Arabia showed the highest

compliance, recording 96% of the agreed output cut. Though sanctioned, estimate figures for

Jun-20 production shows Nigeria, Angola and Iraq only implemented 77%, 83% and 70% of their

respective quota. The price of Brent crude settled at $41.15pb (-37.65% YtD) in H1’20 (H1’20

average price of $42.10pb), up 113% from the year low of $19.33pb on 21-Apr-20.

• Crude Oil Estimates Still Show A Glut: Recent data from the U.S Energy Information

Administration (EIA) now puts global crude oil production and demand estimates at 94.76mb

and 92.53mb respectively for FY’20.
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Chart 12:  Global Oil Demand (RHS) vs Supply

Source: OPEC, EIA, NISL Research
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Chart 11 : Global Crude Oil (Brent) Price Trend

Source: Bloomberg, NISL Research
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H1’20 Review: Macroeconomic Environment - Nigeria

❖ Gross Domestic Product (GDP) Growth

• The Nation’s Real GDP Twist of Fate: Coming off the back of a FY’19 Real Gross Domestic

Product (GDP) growth rate of 2.27% YoY to ₦19.53tn (Q1’19: +2.10% YoY and Q4’19: +2.55% YoY),

the nation’s Real GDP inched up by 1.87% YoY in Q1’20 to settle at ₦16.74tn. This was 23bps

and 68bps lower than the growth rates recorded in Q1’19 and Q4’19 correspondingly and a

whooping 14.27% QoQ decline from the Q4’19 GDP figure. The slow growth in Q1’20 is

attributed to the contractions recorded in several segments of the Non-oil sector such as

Trade (-2.82% YoY), Accommodation and Food Services (-2.99% YoY), Electricity, Gas, Steam

and Air Conditioning Supply (-2.31% YoY), amongst others.

• Nominal GDP Dips: The Nominal GDP in Q1’20 was ₦35.65tn (+12.01% YoY), coming in

significantly lower from ₦39.58tn in Q4’19. We opine that the late start of the 7.50% Value

Added Tax (VAT) implementation and the haphazard execution of the ₦30,000.00 (Thirty

Thousand Naira) minimum wage payment by the tiers of government in the quarter is liable

for the QoQ drop witnessed in the Nominal GDP figure. A similar trend might not be expected

for Q2’20 as the realities of the negative effect of the COVID-19 lockdowns reflect more.

• Oil Sector Growth Trend: The Q1’20 GDP growth rate for the Oil sector in Real terms was

5.06% YoY, which is higher than the contraction of 1.46% YoY in Q1’19 but lower than the

growth rate of 6.36% YoY in Q4’19. The Oil sector contributed 9.50% to the Real GDP in Q1’20

compared to 7.30% in Q4’19 while the average crude oil production for the period came in at

2.07mbpd (a rise 0f 0.08mbpd and 0.06mbpd over the daily average production of 1.99mbpd

and 2.00mbpd recorded in Q1’19 and Q4’19 respectively).
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Chart 13: Nigeria’s Q1’20 % GDP Distribution

Source: NBS, NISL Research

Chart 14: Nigeria’s GDP Growth Trend

Source: NBS, NISL Research
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• Non-Oil Sector Growth Trend: The Non-oil sector grew by 1.55% YoY in Real terms in Q1’20

which is lower than the growth rate of 2.47% YoY and 2.26% YoY in Q1’19 and Q4’19

respectively. The sector’s poor growth was largely caused by the Agriculture, Information &

Communication Services, Construction and Mining, Financial & Insurance Services, and

Quarrying segments. The Non-oil sector contributed 90.50% to the Real GDP in Q1’20 in

comparison to the contributions of 90.78% and 92.68% in Q1’19 and Q4’19 respectively.

❖ Purchasing Managers’ Index (PMI)

• The Manufacturing Purchasing Managers’ Index: The Manufacturing PMI started off the

year in the expansion zone with 59.20 index points in Jan-20 before commencing its

downward trend in the coming months to cap off at 41.10 index points in Jun-20 (the 2nd

contractionary reading after thirty-six consecutive months of expansion). The sub-sectors of

this index witnessed mixed performances in Jun-20 as Printing & Related support activities

contracted the most by 27.00 points (vs. 36.30 points in May) while Electrical Equipment sub-

sector grew to 61.50 points (vs. 50.80 points in May-20). The diffusion indices in the sector

were indicative of a receding economic growth (except for the Supply Delivery Time

diffusion index which settled at 60.90 points from 65.20 points in May-20) as Production

Level, New Orders, Employment Level and Raw Materials declined to 36.60 points (May-20:

44.50 points), 36.40 points (May-20: 42.80 points), 38.80 points (May-20: 24.50 points) and

41.00 points (May-20: 37.40 points) respectively in May-20.

• The Non-Manufacturing Purchasing Managers’ Index: The composite PMI for the Non-

Manufacturing Sector pushed to 35.70 points in Jun-20 from 25.30 points in May-20 (the 2nd
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Chart 15: Oil and Non-Oil GDP Growth Trend

Source: NBS, NISL Research

Source: CBN, NISL Research

Chart 16: Composite Manufacturing PMI Trend
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worst contraction recorded after thirty-four consecutive months of expansion). The diffusion

indices for the segment trended likewise, with all still in the contraction zone in Jun-20. The

Level of New Orders diffusion index took the settled at 32.50 points (May-20: 19.60 points)

while Business Activity, Employment Level and Non-Manufacturing Inventory all sat firm in the

contraction zone at 34.30, 37.40 and 38.50 points (May-20: 19.50, 32.00 and 30.10 points)

correspondingly. No growths were recorded across the Non-Manufacturing sub-sectors, with

the Electricity, Gas, Steam and Air conditioning Supply sub-sector showing the least

contraction at 42.70 points (May-20: 17.80 points) while Construction showed the most

contraction at 29.40 points (May-20: 14.80 points).

❖ Monetary Policy Framework

• MPC Tweaks Monetary Policy Parameters: The Monetary Policy Committee (MPC) of the

Central Bank of Nigeria (CBN), like most of its counterparts across the globe, tweaked some

of the monetary policy tools at its disposal in H1’20 in a bid to alleviate the looming pressures

expected to hit the nation’s economy in the year. At its first meeting in Jan-20 the MPC

announced an unexpected, yet impactful modification to the Cash Reserve Ratio (CRR) from

22.50% (pegged here since Mar-16) to 27.50%. The proactive move was due to expectations of a

continued climb in the Consumer Price Index (CPI) plus the pass-through effect of the Loan to

Deposit Ratio (LDR) raise and Open Market Operation (OMO) market restrictions which

should translate in liquidity glut in the banking system.

• MPR Change: Maintaining the status-quo on all policy tools at its Mar-20 sitting, the MPC in

May-20 reduced the Monetary Policy Rate (MPR) by 100bps to 12.50% while keeping the

Jul-20 18

Source: CBN, NISL Research

Source: CBN, NISL Research

Chart 17: Composite Non-Manufacturing PMI 
Trend

Chart 18: MPR, Avg. Lending Rate, 12-M Deposit 
Rate
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Asymmetric Corridor at +200/-500 basis points around the MPR. The Liquidity Ratio was

pegged at 30.00%. The MPR cut was implemented to help mitigate against risk associated with

the expected sharp decline in output growth in Q2’20 and Q3’20 due to the impact of the

COVID-19 pandemic and the shocks to global crude oil prices.

• CBN’s Initiative In the Face of the COVID-19 Pandemic: The CBN initiated several measures to

help cushion the negative effects of the COVID-19 pandemic on the economy. “Loudest” of

these initiatives was the technical devaluation of the Naira against the US Dollar (from

$/₦306.50 to $/₦360.00 at the CBN window and $/₦360.00 to $/₦380.00 at the Investors’ &

Exporters’ –I&E window) aimed at reducing the expected increase in outflow of the Dollar and

which has also helped close the trading band of the currency across the various FX windows.

• Other CBN Initiatives: Some of the other initiatives include; (i) extension of moratorium on all

CBN intervention facility currently under moratorium by 1-year on all principal repayments

effective 01-Mar-20, (ii) interest rate reduction on all CBN intervention facilities from 9% to 5%

per annum for 1 year effective 01-Mar-20, (iii) granting of regulatory forbearance to DMBs for

loan restructuring for businesses mostly affected by COVID-19, (iv) monetary loan and

intervention supports in the excess of ₦1tn to different sectors of the economy and (v) a

₦50bn Targeted Credit Facility through the NIRSAL Microfinance Bank for households and

Small/Medium-Sized Enterprises (SMEs) that have been hard hit by the COVID-19 in which the

guarantor provision requirement was waived.

❖ Fiscal Policy Framework

• One Fiscal Calendar, Two Fiscal Budgets: The original version of the FY’20 Expenditure budget
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Source: CBN, NISL Research

Table 2: Summary of the CBN Relief Thrust 
Against COVID-19

Source: Budget Office of the Federation, NISL Research

Table 3: Original FY’20 Budget Breakdown

✓ Technical Devaluation of the Local Currency 

against the US Dollar
✓ 1 Year capital repayment moratorium 

extension on all CBN intervention facility 

presently under moratorium 

✓ ₦100bn loan support to the Health Sector

✓ ₦50bn soft loan to MSMEs

✓ ₦1tn intervention in local manufacturing and 

import substitution
✓ ₦1.5tn private sector led infrastructure 

funding initiative 
✓ Interest rate drop from 9% to 5% on all CBN 

intervention facility for one year

Key Assumptions

Revenue (₦tn) 8.42

Expenditure (₦tn) 10.59

Oil Production (mbpd) 2.18

Oil Price (US$) 57.00

Exchange Rate (₦/$) 305.00

Inflation Rate (%) 10.81

GDP Growth Rate (%) 2.93
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at ₦10.59tn was projected to be funded largely by a Revenue inflow of ₦8.42tn. The deficit of

₦2.18tn was expected to be accounted for by domestic borrowing (₦744.59bn), foreign

borrowing (₦850.00bn), privatization proceeds (₦252.00bn) and draw downs on multilateral

and bilateral loans (₦328.13bn).

• Drastic Measures: The sudden shift in the global macro-economic landscape as triggered by

the COVID-19 pandemic and which led the price of Brent crude way below the budget

benchmark of $57pb (2.2mbpd production estimate) left the FGN scampering for ways to

salvage the nation from hitting a colossal mess. The earlier signed FY’20 Appropriation Act

was reviewed in totality and consequently in Jun-20, a new FY’20 Expenditure budget of

₦10.81tn (₦301bn higher than the ₦10.509tn proposed by the Executive) was signed into law

with key assumptions as follows: crude oil price benchmark of $28.00pb, crude oil production

of 1.8mbpd and exchange rate of $/₦360. On the Expenditure side, the sum of ₦2.488tn,

₦4.942tn, ₦2.951tn and ₦428.033bn were earmarked for Capital Expenditure, Recurrent Non-

Debt Expenditure, Debt Service and Statutory Transfers respectively.

• Other FGN Measures Towards the COVID-19 Saga: Few of the other notable moves from the

FGN in response to the economic shock include; (i) an Emergency Economic Stimulus Bill 2020

passed on 25-Mar-20 which provides a moratorium on mortgage repayment, reduction in

duties on medical supplies connected with COVID-19 and a 50% refund on PAYE contributions

made by employers (structured organizations excluding upstream petroleum sector) who

maintain the same status of their employees from 01-Mar-20 to 31-Dec-20 (ii) establishment of

a ₦500bn COVID-19 crisis intervention fund (iii) $150mn drawdown from the Nigeria Sovereign
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Source: NISL Research

Chart 19: New FY’20 Budget Breakdown 
(Expenditure Side)

Source: Budget Office of the Federation, NISL Research

Table 4: Summary of FGN Stimulus towards 
COVID-19

✓ Emergency Economic Stimulus Bill 2020

✓ 500bn COVID-19 crisis intervention fund

✓ $150mn drawdown from the NSIA 

stabilization fund 
✓ Multilateral and Bilateral loan request in the 

excess of $4.5bn
✓ FIRS extended a deadline for filing Value 

Added Tax returns and Corporate Income Tax
✓ Disbursement of Relief Materials to 3.6 

Million Households
✓ Direct intervention of ₦102.5bn to the Health 

Sector
✓ Two Months License Waiver Fee to Broadcast 

Stations
✓ Augmentation to the States’ FAAC 

Allocations & Moratorium on States’ Debts

Debt 
Servicing 
₦2.95tn

Non-Debt 
Recurrent 

Expenditure 
₦4.94tn

Capital 
Expenditure 

₦2.48tn

Statutory 
Transfers 

₦422.78bn

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


www.nisl-ng.com | Precarious Times: Nigerian Financial Markets H1'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

H1’20 Review: Macroeconomic Environment - Nigeria

Investment Authority (NSIA) stabilization fund to augment the Federal Account Allocation

Committee (FAAC) disbursement shortfalls and (iv) drawdowns and fresh loans from

multilateral and bilateral bodies totaling c.$5.51bn ($3.4bn Rapid Credit Facility from the IMF,

$500mn loan request to the AfDB, $1.5bn from the World Bank for development policy financing

and $113mn from ISDB).

• The Rising FGN Debt Profile: The nation’s debt profile continue to rise at an alarming rate as it

increased steadily through FY’19 into Q1’20. The nation’s total public debt (external and

domestic) stood at ₦28.63tn in Q1’20 (FY’19: ₦27.40tn; FY’18: ₦24.39tn). The domestic

portion of the debt figure was 65.11% at ₦18.64tn (FY’19: ₦18.38tn; FY’18: ₦16.63tn) with the

FGN contributing 50.77% of this at ₦14.53tn (FY’19: ₦14.27tn; FY’18: ₦12.77tn). Total public

external debt as at Q1’20 was ₦9.99tn compared to FY’19 at ₦9.02tn and FY’18 at ₦7.56tn.

Worries remain on the escalating jump in the country’s debt level as the nations’ revenue

capacity continue to drop and debt servicing obligations inches higher. The FGNs’ Debt

Service-to-Revenue ratio stood at an alarming 99.22% in Q1’20 (vs. FY’19: 59.36%, FY’18: 58.00%

and FY’17: 61.59%), ridiculously higher than the 22.5% prescribed by the World Bank.

❖ Foreign Exchange Reserve & Naira Stability

• Sinusoidal Foreign Reserve Movement: The nation’s FX Reserves closed at $36.20bn in H1’20

indicating a drop of 19.68% YoY from $45.07bn in H1’19. Year-to-Date, the domestic FX

Reserves dropped by 6.21% YtD from $38.60bn as at 31-Dec-19, after hitting a year low of

$33.43bn on 29-Apr-20. This sinusoidal trajectory of the FX Reserve figure is largely attributed

to the huge foreign fund rout witnessed in the early part of the year (coupled with significant
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Source: Bloomberg, CBN, NISL Research

Chart 21: FX Reserve, Crude Oil Price, ₦/$
Exchange

Source: Budget Office of the Federation, NISL Research

Chart 20: FGN Debt Service-to-Revenue Trend
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matching intervention of the CBN at the I&E Window) which was slightly alleviated by the

transactional remittances of foreign relief funds and loan disbursements in May-20. However,

we note that the 6.21% YtD drop of the FX Reserve is not reflective of the true pressure on the

reserves as backlog of unfunded requests by the CBN to foreign portfolio investors seeking to

repatriate funds since Feb-20 stands above $2bn.

• The Naira vs Dollar: Consequent on the technical devaluation of the Naira against the U.S

Dollar by the CBN in Mar-20 (the CBN opted to push its sales of the U.S Dollar to ₦380.00/$ at

the I&E Window, while depreciating the rate at the CBN Official Window to ₦360.00/$) the local

currency depreciated by 15.00% and 4.53% YtD at both the CBN Official Window and I&E

Window to close at ₦360.00/$ and ₦377.92/$ respectively in H1’20. On the other hand, it is

opined that the exchange rate at the Parallel (“Black”) market shows a more realistic trend of

the currency as most retail transactions have been pushed there. The exchange rate at the Black

market closed at an H1’20 high of₦460.00/$.

❖ Inflation

▪ The Elevating CPI: The domestic Consumer Price Index (CPI) continues to climb as the hope

for a single digit inflation drives into the sunset. According to the National Bureau of Statistics

(NBS), Headline Inflation for May-20 came in at 12.40% YoY (May-19: 11.40% YoY; FY’19: 11.40%

YoY) while Core Inflation settled at 9.98% YoY (May-19: 9.00% YoY; FY’19: 9.20% YoY). The Food

Inflation rate was 15.04% YoY in May-20 (vs. 13.79% YoY in May-19 and 13.74% YoY for FY’19).

• Rationale Higher inflation Rate: The unrelenting rise in the Composite Food Index (Food

Inflation) remains the bane of the All Items Index (Headline Inflation) with prior waves of
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Chart 22: Inflation Trend

Source: NBS, NISL Research

Table 5: Depreciation of the Naira vs. US Dollar

Source: CBN, FMDQ, NISL Research
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challenges such as the Nigerian land border closure, FX restriction on diary and other food

products, heightened food insecurity, etc. now being aggravated by restrictions and

lockdowns as caused by the COVID-19 challenge. With the Headline and Food Inflation rates

currently seated at two-year highs, little is left to imagine of how soon the growths in CPI

levels will hit their FY’16 recession period highs.

❖ Capital Importation

• FX Transactions at the I&E Window; CBN To the Rescue: Transactions at the I&E Window

showed that the total Foreign Capital Inflow for H1’20 was $4.29bn, significantly lower by

67.38% YoY from $13.15bn in H1’19. Inflows to Foreign Portfolio Investments (FPIs) totaled

$3.56bn (82.98% of total foreign inflow), while Foreign Direct Investments (FDIs) and Other

Corporate inflows contributed 17.02% to the total foreign capital inflow in the period, settling

at $321.70mn and $413.20mn respectively. The contribution of Foreign Capital inflow to the

total FX transactions at the Window was 34.69% in H1’20 (vs. 72.28% in H1’19).

• Domestic FX Sources: The sum of Domestic FX source to transactions at the I&E Window in

H1’20 settled at $8.08bn (65.31% of total FX transactions), with the CBN contributing $5.37bn

(66.46%) in the period. Non-Bank Corporates ($2.38bn) and Exporters ($289.90mn) jointly

contributed 33.04% while Sales by Individual Persons was $33.40mn in H1’20.

▪ Total Foreign Capital Import Drops By the Quarter: Data from the NBS indicates that total FPI

into the country in Q1’20 was $4.31bn (-39.36% YoY and +128.79% QoQ) – 73.61% of total Inflow,

while FDI shrunk by 13.39% YoY to $214.25mn (-16.71% QoQ). Total capital inflow from Other

Investments advanced by 15.21% YoY to settle at $1.33bn (-19.92% QoQ). As it had been in prior
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Source: NBS, NISL Research

Chart 23: Total Capital Importation Trend ($’bn)

Source: FMDQ, NISL Research

Table 6: I & E Window FX Transaction  Report
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FY'19 
($bn)

Foreign Direct 
Investment 1.01 0.32 2.02

Foreign Portfolio 
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periods, the U.K championed the Capital inflow by Origin, contributing 49.68% ($2.91bn), while

the Republic of South Africa came in at a distant second, contributing 11.83% ($692.63mn).

Also, a closer look at the Capital Importation by Investment Type shows that most inflows

were channeled to short term money market instruments ($3.44bn: 58.73% of total capital

inflow) as usual. FPI in Equity was $639.72mn or 10.93% of total capital inflow.

Jul-20 24

Source: NBS, NISL Research
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❖ Market Performance and Analysis

• H1’20 – The Recurring Peak and Trough Trend (Index hits 8-Year Low): In the same classical

pattern of “peak first” then trough witnessed in recent H1’s, the local bourse succumbed to

exogenous pressures in H1’20 to close negative. The Nigerian Stock Exchange All Share Index

(NSEASI) settled at 24,479.16 points (-8.80% YtD) on 30-Jun-20 after hitting a year high of

29,710.56 points (+10.69% YtD) on 20-Jan-20 and a low of 20,669.38 points (-23.00% YtD) on 06-

Apr-20 – this was an eight year low for the NSEASI.

• Market Capitalization Delves: Taking the same trajectory as the equities market index, the

NSE’s market capitalization eventually declined by 1.46% YtD to peg at ₦12.77tn on 30-Jun-20.

A notable listing in the period was the entry of 33.86bn ordinary shares of 50 kobo each of

BUA Cement Plc. (BUACEMENT) following the conclusion of merger between OBU Cement

and CCNN Plc. (13.14bn ordinary shares of CCNN were consequently delisted). Another was the

listing of additional 4.40bn ordinary shares of 50 kobo each of AIICO Insurance Plc. (AIICO) at

₦1.20kobo/share arising from a placement made to LeapFrog III Nigeria Insurance Holdings

Limited by AIICO.

• Market Liquidity Impacted: Compared to the matching period of FY’19, the equities market

witnessed relatively similar level of transactions at The Floor of the Exchange with the traded

equities volume and value totaling 40.32bn units (-7.03% YoY) and ₦484.15bn (+6.22% YoY)

respectively (vs. 43.37bn units and ₦455.81bn in H1’19). The Equities market breadth in H1’20

pegged at 0.43x with thirty-three (33) stocks advancing and seventy-seven (77) stocks

declining (42 stocks traded flat on the NSE Main Board in the period).

Chart 24: Nigerian Stock Exchange All Share 
Index Trend

Source: NSE, NISL Research
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Chart 25: H1’20 vs. H1’19 Market Liquidity Trend 

Source: NSE, NISL Research
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• The Good, The Exciting and The Bewildering Bad – The Market Inducers: Away from the usual

equities listing and financial earnings/corporate action frenzy which took turns to induce

market participation, a couple of other corporate activities and external factors helped shape

the Equities market in H1’20. Ranking amongst “Good Market Inducers” was; (i) the

announcement and consequent addition of BUACEMENT to the Morgan Stanley Capital

International (MSCI) Frontier Market Index, (ii) the launch of the NSE Growth Board (replacing

the Alternative Securities Market – ASeM) to encourage the listing of growth companies and

Micro, Small and Medium Enterprises (MSMEs) and (iii) the extension of the Insurance sector

recapitalization drive to Jun-21 wherein half of the additional capital base adjustments must

have been complied with by 31-Dec-20.

• “Exciting Market Inducers” include; (i) the convening of Court-Ordered meetings by members

of the NSE towards its demutualization drive after the Exchange announced its receipt of a No-

Objection Approval from the Securities and Exchange Commission (SEC), (ii) the

announcement of the proposed acquisition of 100% of the issued share capital of Law Union &

Rock Insurance Plc. (LAWUNION) by Verod Capital Management at ₦1.23/share (a 208%

premium to the 60-day weighted average share price as at announcement date) – this

proposition, amongst other factors made LAWUNION the second best performing stock in H1’20

and (iii) the Apr-20 OPEC+ production cut announcement which consequently revived the price

of crude oil and by proxy the NSEASI in mid Q2’20.

• The “unexpected Bad Inducer” in H1’20 was the global outbreak of the COVID-19 epidemic,

which pushed the market pullback witnessed in late Jan-20 into a bearish sentiment overdrive.
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Source: NSE, NISL Research

Chart 26: H1’20 Performance of NSE Sub-
Indices

Chart 27: H1’20 Equities Market Cap Share

Source: NSE, NISL Research
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• Domestic Investors Rises to the Occasion: Reported transactions by the NSE in the local

bourse so far in H1’20 have seen transactions in domestic portfolio investment edge foreign

participation as FPI inflows into equities trading have ebbed significantly. In May-20, total

transactions at the nation’s bourse decreased by 7.40% MoM (₦128.67bn in Apr-20) and 46.12%

YoY (₦221.13bn in May-19) to ₦119.15bn. Domestic participation at the Nigerian Bourse

outweighed foreign participation, holding at ₦83.91bn for May-20 (+11.15% MoM; -41.68% YoY)

while foreign transaction was ₦35.24bn for the same period (-33.73% MoM; -54.38% YoY).

Considering aggregate figures for Jan-20 to May-20, total transaction in H1’20 advanced by

10.68% YoY (vs. Jan-19 to May-19 data) to ₦874.69bn, consisting of ₦534.39bn (+29.00% YoY)

domestic participation and ₦340.29bn (-9.51% YoY) foreign participation. Worthy of note is

that the bulk of foreign transactions from Jan-20 to May-20 were made up of outflows (c.69%),

amounting to₦235.61bn.

• Rationale for Varying Degree of Investors’ Participation in the Nigerian Bourse: The

continued decline in foreign portfolio participation (especially inflow) is not unconnected to

global uncertainties surrounding the effect of the COVID-19 pandemic. Biases for foreign

portfolio investment in the equities space gradually shifted to safe-haven assets and money

market instruments as dynamics surrounding global production and demand of

goods/services is expected to affect corporate earnings. Also, most foreign portfolio investors

embarked on a frantic effort of fund repatriation as the decline of global crude oil prices and by

proxy the nations’ FX earnings/reserves was bound to affect the CBNs’ ability to defend the

Naira, leaving most foreign investors with the fear of the domestic currency devaluation against

the U.S Dollar.

Source: NSE, NISL Research

Chart 28: Portfolio Transactions in Equity 
Trading (₦‘bn)
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Chart 29: Foreign Portfolio Transactions in 
Equity Trading – Inflow and Outflow (₦‘bn)

Source: NSE, NISL Research
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Table 7: Top 10 Best Performing Counters (Gainers) in H1’20: The Victors

Source: Bloomberg, NISL Research

Table 8: Top 10 Worst Performing Counters (Losers) in H1’20: The Vanquished

Source: Bloomberg, NISL Research
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Counter H1'20 Return Close Price (₦) P/E (x) P/BV (x)
Dividend 
Yield (%) ROE (%) ROA (%)

Mkt. Cap. 
(₦'bn)

1 NEIMETH 166.13% 1.65 11.55 2.80 25.80 8.70 3.13

2 LAWUNION 106.00% 1.03 5.51 0.62 11.87 6.87 4.43

3 AIICO 53.33% 0.92 1.15 0.27 30.31 4.29 10.42

4 MAYBAKER 48.70% 2.87 7.91 8.71 15.10 8.14 4.95

5 EKOCORP 41.18% 6.00 1.02 -7.23 -3.62 2.99

6 OKOMUOIL 39.21% 77.40 12.15 2.37 2.58 19.99 12.31 73.83

7 MOBIL 30.22% 192.60 8.57 1.70 4.28 21.10 10.98 69.45

8 ETRANZACT 28.57% 2.61 63.06 2.31 10.96

9 VITAFOAM 27.05% 5.59 1.89 1.01 7.51 68.11 15.29 6.99

10 BETAGLAS 27.04% 68.35 5.93 0.95 2.44 17.25 11.37 34.17

Counter H1'20 Return Close Price (₦) P/E (x) P/BV (x)
Dividend 
Yield (%) ROE (%) ROA (%)

Mkt. Cap. 
(₦'bn)

1 INTBREW -56.84% 4.10 0.67 -30.09 -8.23 110.13

2 NCR -55.56% 2.00 0.64 -29.71 -1.24 0.22

3 GUINNESS -51.75% 14.50 12.25 0.36 10.48 2.97 3.49 31.76

4 OMATEK -48.00% 0.26 -27.77 0.76

5 ARBICO -46.15% 1.89 0.20 234.08 7.21 0.28

6 OANDO -42.36% 2.30 0.99 0.14 14.54 2.31 28.59

7 SEPLAT -41.32% 386.00 4.64 0.33 9.70 8.22 9.56 227.14

8 AFROMEDIA -41.18% 0.20 2.52 24.44 0.89

9 NB -38.81% 36.10 21.25 1.67 5.57 7.81 4.18 288.69

10 ETERNA -37.78% 2.24 0.24 -4.86 0.19 2.92
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Table 9: H1’20 Performance of NISL Research Top Stock Picks.

• Below is a table showing the H1’20 performance of NISL’s Top Stock recommendation as reviewed at the end of Q1’20. The 
portfolio underperformed the overall index by 1.01% in H1’20 to return -9.81% YtD. For Q1’20 standalone, the NISL portfolio 
returned -18.54% YtD (NSEASI Q1’20: -20.65% YtD) and 13.40% QoQ in Q2’20 standalone (NSEASI Q2’20: 14.92% QoQ). The portfolio 
hit a return of +10.21% YtD on 20-Jan-20 when the NSEASI hit its year high of 10.69% YtD.

Source: Bloomberg, NISL Research

H1’20 Review: Equities Market Performance

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

5-Yr PAT 
CAGR (%)

Dividend 
Yield (%)

H1’20 Price 
Return

1 ACCESS 6.55 2.29 0.37 1.59 16.09 22.15 17.87 9.92 -34.50%

2 BERGER 6.75 4.35 0.64 9.35 15.25 3.70 0.00%

3 CUSTODIAN 5.50 5.69 0.71 5.31 12.95 19.40 8.10 8.18 -8.33%

4 DANGCEM 127.00 10.72 2.30 11.70 20.46 17.89 4.59 12.60 -10.56%

5 FIDELITYBK 1.74 1.84 0.21 1.48 12.44 10.49 15.56 11.49 -15.12%

6 FLOURMILL 19.00 14.77 0.54 1.00 3.60 9.69 -2.29 6.32 -3.55%

7 GUARANTY 22.05 3.15 1.00 5.55 31.09 9.35 15.82 12.70 -25.76%

8 JBERGER 19.85 3.62 0.76 2.91 22.61 6.24 1.23 8.40 19.72%

9 MTNN 117.50 11.68 12.22 16.38 104.90 7.24 -0.67 4.23 11.90%

10 NEM 2.06 2.92 0.72 14.67 28.53 10.84 18.18 7.28 -14.88%

11 NESTLE 1,256.80 22.63 17.58 25.69 73.61 14.66 15.49 5.57 -14.50%

12 UACN 8.00 2.46 0.44 -4.45 -6.33 -1.55 1.25 -6.98%

13 UBA 6.25 2.47 0.39 1.65 15.61 14.06 12.89 16.00 -12.59%

14 UCAP 2.55 1.00 0.74 3.32 86.17 23.38 21.92 19.61 6.25%

15 WAPCO 10.00 11.96 0.46 22.18 41.55 -3.97 10.00 -34.64%

16 ZENITHBANK 16.10 2.42 0.55 3.39 24.53 9.94 16.02 17.39 -13.44%

Average Portfolio Return -9.81%

NSEASI H1'20 Return -8.80%
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❖ Market Performance and Analysis

• Debt Yields Stay Low at the Secondary Market: Activities in the fixed income space in H1’20

was largely dictated by the availability of the financial system’s liquidity. This was exacerbated

by the Q4’19 “OMO-Bills” policy of the CBN wherein local non-bank investors were cut off

from participating at the OMO market, thus leaving affected domestic institutional investors

to ‘feed’ on low yielding short-term bills while also driving Bond yields into the single digit

territory. Average FGN Bonds yield in H1’20 was 10.29% (-4.18% YoY) while the Average

Treasury Bills (T-Bills) yield in the period settled at 3.38% (-10.18% YoY). Average yield on the

Federal Government Savings Bond (FGNSB) in H1’20 settled at 5.59% from 14.24% in H1’19.

• Primary Market Rates Dip Further: The FGN through the Debt Management Office (DMO)

offered Bonds worth ₦610.00bn across all tenors in H1’20 with actual allotments summing to

₦1.31tn (avg. stop rate of 11.15%). This was a sharp contrast to H1’19 Bond allotments which

totaled at ₦707.45bn (offered amount: ₦700.00bn, avg. stop rate: 14.48%). T-Bills issued in

H1’20 totaled ₦1.77tn (avg. stop rate: 3.55%) compared to ₦1.40tn (avg. stop rate: 12.11%) in

H1’19. A total of ₦2.37bn FGNSB (avg. rate: 6.23%) was sold in H1’20, 13.82% lower than the

H1’19 sales of ₦2.75bn (avg. rate: 12.21%). There were no FGNSB PMAs in Q2’20. Liquidity

management endeavors of the CBN translated to the sale of ₦1.18tn worth of OMO Bills

(offered amount: ₦1.01tn, avg. stop rate: 9.94%) vs. ₦9.32tn sale in H1’19 (offered amount:

₦9.13tn, avg. stop rate: 13.05%). In Jun-20, the FGN through the DMO issued the third

Sovereign Sukuk, offering ₦150.00bn with total allotment being ₦162.56bn (rental rate: 11.20%

per annum). The Sukuk received total subscriptions worth ₦669.12bn.

Source: NSE, NISL Research

Chart 30: Yield Trend on T-Bills, Bonds & OMO-
Bills (%)

Jul-20 31

Chart 31: PMA Rate Trend (%)

Source: CBN, FMDQ, NISL Research       *No OMO sales in 
Feb, Mar & Jun-20  **No FGNSB sales in Q2’20
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• Long End of the Yield Curve Holds High: Despite the rising trend of Headline Inflation figures

and increasing gap of negative real returns, rates at the short end of the curve continue to drill

further down. Investors seem to expect a change in the current yield environment, with the

continued sell-off of longer tenor bonds which have translated to the further steepening of

the far end of the yield curve in H1’20 as against what was observed in Q4’19.

• Market Liquidity Tempers Interbank and Money Market Rates: The movement of rates at the

Interbank and Money Market space in H1’20 were a sharp contrast to the corresponding

period of FY’19. Liquidity levels were relatively surfeit in the banking system (spurred by

substantial OMO maturities + OMO-Bills Policy), with average rate across the Nigerian Interbank

Offered Rates (NIBOR) – 1M, 3M and 6M tenor, settling at 9.01% (H1’19: 13.19%). Activities at the

Money Market space was more volatile in the period, rising sharply towards the last month in

Q1’20 (exacerbated by the major foreign fund rout) before consequently tempering in Q2’20.

The Overnight (OVN) and Open Buy-Back (OBB) rates traded at an average of 8.23% and 7.45%

in H1’20 versus H1’19 figures of 14.42% and 13.35% respectively.

• Yet Another Rating Downgrade: Joining the ranks of Fitch and Moody’s from Dec-19, S&P on

28-Feb-20 revised Nigeria’s credit rating from “stable” to “Negative” outlook. The revision

was premised on pressures from relatively weak economic growth, rising sizeable public debt,

declining FX reserves and concerns that almost a third of the country’s FX reserves are derived

from “hot money investors”. Currently sitting at “B” rating with negative outlook, Nigeria

slips farther from investment grade status and stands the risk of further downgrades as FX

illiquidity and capital flow controls stand paramount amongst concerns for foreign portfolio

investors in the country.

Source: NSE, NISL Research

Chart 32: Nigerian Sovereign Yield Curve (%)

Jul-20 32

Chart 33: Money Market and NIBOR Trend (%)

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

• Global Growth in Recession: The sudden spread of the COVID-19 pandemic and the evitable

crude oil price wars have placed world economies on a tumultuous path. Border closures

across most countries plus lockdowns in large swaths of regions is expected to elevate

inflation and subdue GDP growth for most Advanced Economies and EMDEs. Large scale fiscal

stimulus in response to the effect of COVID-19 is expected to affect fiscal accounts in the long

term while EMDEs will continue to be faced with weakening currencies as they struggle with

Balance of Payments (BOPs) amidst tepid foreign capital inflows and funding stresses.

• Impact of the Phase 1 of the Trade Treaty between U.S and China: The U.S and China trade

treaty is still expected to be underway, though this seems to be hanging on the balance with

the recent halt to some Agricultural product purchase by Chinese state-owned firms from the

U.S. The success of the treaty is largely hinged on exports from the U.S to China and this have

been in part disrupted by the quarantine measures taken by both nations due to COVID-19 and

more recently confrontations regarding China’s role in the pandemic and Hongkong’s

legislation.

• Global Crude oil Dynamics; Is Cheap Oil Here to Stay?: The recent OPEC+ deal for an initial 3-

Month 10mbpd production cut (from 01-May-20) should ensure relative levels of stability and

uptick to the global crude oil price in the interim, more so if compliance levels can be strictly

adhered to (this should firmly put the price of Brent crude in the north of $40pb). However, we

posit that the stakes remain high for the rest of FY’20 as more non-OPEC countries are now

involved, and compliance levels are still wobbly.

• BREXIT; Will a Trade Deal Occur?: The transition phase of the BREXIT continues despite the

Jul-20 34

Table 10: IMF’s Growth Expectation & Forecast

Source:   IMF, NISL Research

FY’19e 

Jan-20 Apr-20 Jun-20 Jun-20

FY’20f FY’20f FY’20f FY’21f

Global 2.90 3.30 -3.00 -4.90 5.40

Advanced 

Economies 1.70 1.60 -6.10 -8.00 4.80

EMDEs 3.70 4.40 -1.00 -3.00 5.90

SSA 3.10 3.50 -1.60 -3.20 3.40

U.S 2.30 2.00 -5.90 -8.00 4.50

Brazil 1.10 2.20 -5.30 -9.00 3.60

Russia 1.30 1.90 -5.50 -6.60 4.10

India 4.20 5.80 1.90 -4.50 6.00

China 6.10 6.00 1.20 1.00 8.20

South 

Africa 0.20 0.80 -5.80 -8.00 3.50

Nigeria 2.20 2.50 -3.40 -5.40 2.60
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FY’20 Expectations; Global Environment
disruptions caused by the COVID-19 pandemic globally. The dogged resolve of Prime Minister Boris

Johnson to keep to the 31-Dec-20 transition deadline remains to be tested in the face of a “ Trade

Deal” or “No Trade Deal” conclusion at the lapse of the 31-Dec-20 deadline. We foresee an arm

twist play by U.K authorities around access to the country’s fishing waters as they try to leverage

for a Trade Deal. All indications presently suggest a “No Trade Deal” outcome as talks continue.

• US Rate Cut and EMDEs Response to COVID-19: As a rule of thumb, the current low interest rate

environment and expectations of a GDP contraction in the U.S is meant to positively boost foreign

fund flow to EMDEs as investors seek improved return on investments. However, noteworthy is

the recent wave of sovereign credit rating downgrades that have hit Frontier Economies and

EMDEs coupled with the fact that most countries have also cut their interest rates in a bid to boost

economic recovery from the COVID-19 pandemic. Heading into H2’20, it is expected that a handful

of investment outflows might occur from the U.S into few economies where either rates have

been kept high, currencies officially devalued against the U.S Dollar, or have significant prospect

for a fast economic rebound once the global menace of the COVID-19 saga come under wraps.

• Economic Rebound in China; How Strong?: The early resumption of economic activities in China

begs the question –how strong? Although the IMF projects a FY’20 YoY Real GDP growth of 1.00%

(vs. 6.10% YoY in FY’19), we anticipate that supply shocks/job losses witnessed earlier in the year

due to the shut down of businesses will graduate into demand problems, as the resulting shortage

of consumer discretionary spending and slow kickstart to businesses affect a firm growth

rebound.
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We posit that the current 
BREXIT transition timetable 
seems unrealistic given the 
current health and socio-
economic challenges being 
anticipated to spill over from 
the COVID-19 encounters. This 
in our opinion plus other 
factors can lead to a “No Trade 
Deal” outcome.

Having witnessed a series of 
downward economic growth 
revisions in the light of the 
global ruckus, we opine that 
demand shortfalls as a result 
of pressured discretionary 
spending will affect the 
economic recovery trajectory 
across most nations that have 
been largely hit by the 
pandemic, causing growth 
numbers to wobble in the near 
term before any meaningful 
recovery is witnessed in FY’21.
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FY’20 Expectations; Domestic Environment

• Underwhelming GDP Performance: The current crude oil price lows, streamlined production quota

and subdued demand for the nation’s crude oil is expected to negatively impact the domestic GDP

growth for FY’20. We opine that the domestic economy is undoubtedly on the path to its second

recession in less than five years with GDP growth figures expected to slide into negative reading as

early as the release of Q2’20 GDP numbers.

• The Upward Trajectory of the Consumer Price Index (CPI): The combination of the restriction in

movements (as such reduced production levels of goods) due to the lockdown measures, the

continued closure of the nation’s land borders to the importation of goods and essential

commodities, and the anticipated kick-off of the electricity price hike in Jul-20 is expected to act as

a full accelerator to the upward trajectory of the nation’s CPI. Average Headline Inflation for FY’20

is expected to print at c.13.50%, with peak Headline Inflation figure coming in around 15.70% YoY

(still shy of FY’16 peak of 18.55%).

• Subdued Foreign Inflows and the Strength of the Naira: Oil & Gas sale receipt (the revenue source

that has accounted for over 80% of the nation’s foreign currency inflow over the years) for the nation

is expected to be abysmal in the year (Q1’20 domestic net receipt of ₦940.91bn vs. ₦1.37tn prorate).

Thus, the Naira is expected to remain under significant pressure for a second round of devaluation

in the year as estimated FX inflows (Oil & Gas receipts and foreign borrowings) into the nation’s

Reserves are projected to lag outflows due to burgeoning FX demand and the CBN seeks to unify

the exchange rate across different windows.

• MPC’s Stance on the MPR: The 100bps drop in MPR is expected to help lessen the high interest

burden of most businesses within the domestic economy for the remainder of the year, although
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With negative outlooks for the 
nation’s sovereign rating, foreign 
outflows are expected to remain 
elevated in comparison to inflows 
heading into H2’20. As such, the 
nation’s FX reserve will remain 
pressured in the year.
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FY’20 Expectations; Domestic Environment

more assured is the fact that it will translate to a subsistence of low interest rates on Time and

Savings deposit facilities. We opine that the likelihood of an additional 50 - 100bps cut still exists in

H2’20 should most of the Fiscal and Monetary stimulus rolled out in H1’20 fail to cushion

recessionary tendencies in the economy.

• PMI; An Economy headed for Recession!: With the domestic PMI numbers currently below the 50-

index point expansion threshold (consequent of most economic activities being put on hold in across

the country in H1’20) little time remains before we see PMI figures replicate the last sub-50 points

run witnessed during the economic recession wave of FY’15/16. More so with the slow

implementation of the FY’20 budget and an inefficient administration of most COVID-19 fiscal and

monetary stimulus initiatives.

• Fiscal Outlook; Now That The Benchmark is $28pb, What Next?: The fiscal stimulus employed by

the FGN in cushioning the effect of COVID-19 on the economy may not be sufficient to prevent the

nation’s economy from sliding into recession. A budget assumption of $28pb for the crude oil price

benchmark plus lower crude oil production target (1.8mbpd divided into 1.412mbpd crude oil

production and c.400,000bpd condensate production) and poor demand for the nation’s crude oil

only sums to reduced crude oil earnings and higher budget deficit for Nigeria, a situation that will

simply keep us in the vicious debt cycle for a long time.
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The drastic decline of the global 
crude oil price for the most part of 
H1’20 will affect the  nation’s 
revenue significantly in the first half 
of the year. 

If no major step is taken to salvage 
the current economic quagmire 
through efficient and speedy 
implementation of the newly passed 
FY’20 budget as well as the several 
economic stimulus packages, the 
Nigerian economy might truly be 
headed for another recession in less 
than five years.  
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FY’20 Expectations; Equities Market

• Equities Market to Remain Bowed: The ripples of the COVID-19 induced market rout witnessed

in H1’20 is expected to stay around for the better part of FY’20. We anticipate that stock prices

will remain pressured in H2’20 with drives of bargain hunting by savvy and daring investors

being suppressed by piling pressures of sell sentiments from risk averse foreign and domestic

investors. Having retracted considerably from the year low of 20,669.38 points on 06-Apr-20,

the NSEASI has broken past resistances around the 23,000.00- and 24,000.00-point levels. A

breach of the next major resistance level around 25,900.00 points could see the NSEASI move

as high as 27,800.00 points in the period. However, noting that a major negative market

trigger could make the index level re-test the 20,000.00 points mark. It is noteworthy that the

Nigerian Equities Market remains a prime investment destination, as it currently trades at a fair

discount to its counterparts in the EMDE and Frontier Markets.

• Weak Macros to Further Dissuade Foreign Participation: Foreign investment inflows into the

equities market is projected to remain shy of its domestic counterparts as anxieties of

pressured domestic FX earnings and weak economic growth linger in the short to mid term.

• Consumer Goods Sector; The Pressure Rages On: Away from the general negative bias caused

by the global health pandemic, companies in the Consumer Goods space are still expected to

have pressured earnings in the period bordering on instances not limited to subdued

consumer spending, prolonged closure of the nations’ land border/disruptions to global supply

chain dynamics and increasing cost levels which will continue to weigh on the profitability of

most of the listed brands.

• Banking Stocks and Crude Oil Dynamics: With most banking stocks having plunged ominously
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Table 11: Equities Market P/E Comparison

Source:   Bloomberg, NISL Research *EGX30 Index

Key Equities 
Market and 
Indices

YtD at
30-Jun-20

(%) 
Market P/E

(x)

Nigeria -8.80 8.13

South Africa -5.24 17.23

Kenya -17.26 8.16

Tunisia -6.94 17.68

Mauritius -23.63 35.53

Egypt* -22.90 10.67

MSCI Frontier 
Market Index -18.05 11.16

MSCI Emerging 
Market Index -10.83 16.35
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FY’20 Expectations; Equities Market

in H1’20, expectations are not too rife for a major bounce back in the short term. This we note

is due to investor negative bias towards the sector as bordering around crude oil price lows

and the weight of Oil & Gas sector lending on the loan books of the DMBs. Poor earnings

expectations for Exploration and Production (E&P) and upstream services companies could

translate to possible loan repayment defaults and consequent impairments for the banks (at

best, loan restructuring moves which will still affect profitability). As such, we envisage that

investors will remain cautious in rallying back the prices of Bank stocks to pre COVID-19 levels

in the near term. However, we note that with majority of these stocks trading at significant

lows, the dividend yield on many well-known dividend paying stocks in the sector currently

exceed returns on most short-term debt instruments.

• Muted Industrial Goods Sector Growth on Stifled Government Spending: We are of the

opinion that the resultant expansion of the FGNs’ Budget deficit in the face of falling crude oil

price plus high rate of project abandonment in the country will have a negative effect on the

sector. However, possibility abounds for an uptick in the sector performance should Dangote

Cement Plc. (DANGCEM) – the most capitalized stock in the sector, decide to go ahead with its

Share Buy-Back plan in the year.

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

Insurance sector now set for 30-Jun-21, there exists ample time for listed companies that are

yet to wrap their recapitalization drives to finalize all Rights issuances, business/asset sales and

capital injections. The recapitalization will further help the overall industry by considerably

expanding its underwriting capacity and channel more positive investor sentiments to the

sector.
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Table 12: Oil Sector Loan Book Weight for 
Some DMBs FY’19 vs. FY’18

FY’19 Banks

Oil & Gas 
Related Loan

(₦’bn)
% of Loan 

Book

1 ACCESS 916.22 29.53

2 FIDELITYBK 244.80 20.77

3 GUARANTY 606.74 17.54

4 STANBIC 164.36 29.38

5 UBA 371.08 7.16

6 ZENITHBANK 619.41 25.10

FY’18 Banks

Oil & Gas 
Related Loan

(₦’bn)
% of Loan 

Book

1 ACCESS 529.07 25.41

2 FIDELITYBK 207.92 22.93

3 GUARANTY 471.52 15.44

4 STANBIC 70.76 15.13

5 UBA 383.00 8.54

6 ZENITHBANK 559.28 27.74

Source:   NSE, Bank Financials, Bloomberg, NISL Research

Table 13: Stocks with High Dividend Yield

Stocks
Price @            

30-Jun-20 (₦) Yield (%)

1 UCAP 2.55 19.61

2 ZENITHBANK 16.10 17.39

3 AFRIPRUD 4.11 17.03

4 UBA 6.25 16.00

5 GUARANTY 22.05 12.70

6 DANGCEM 127.00 12.60

7 FIDELITYBK 1.74 11.49

8 ACCESS 6.55 9.92

9 STANBIC 30.25 9.92

10 DANGSUGAR 12.00 9.17
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FY’20 Expectations; Equities Market

• Upstream Sector Woes: The decline in the price of crude oil will remain a pressure point for

listed E&P companies for the remainder of FY’20. Downstream companies on the other hand

are expected to record stifled earnings by FY’20 as a result of the widespread shutdowns in

Q2’20, just as rising costs continue to pressure their bottom line.

• In the local bourse, we do not overrule continued flashes of short-term bargain hunting

activities given that most stocks are just retracing from their 8-Year low. Also, the current

market environment provides good buying opportunities for investors with long term

investment objectives as we opine that a sooner than expected change in the global health

dynamics can trigger an equities market upturn in the 12 – 18 month range, causing some

fundamentally sound stocks to rally over 30% in price appreciation.

• Overall, we are not overly optimistic of a positive FYE’20 outcome in the domestic bourse as the

Equities market remains largely pressured by exogenously induced economic drags.
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We retain a cautious outlook for the Oil 
and Gas sector as the enforcement of 
sit-at-home laws for a wider 
percentage of the populace in Q2’20 
could result in significant revenue 
drops for oil marketers.
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FY’20 Expectations; Stock Pick 
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FY’20 Bespoke Portfolio Stock Pick – (Prices as 30-Jun-20)

Investment 
Rationale

ACCESS
Financials

•Second largest listed bank 
by asset base post merger.
•Impressive earnings 
performance.
•Good dividend payment 
history.
•At FY’19; NPL-5.8%, CAR-
20.0%, *ROAE-15.5%, *ROAA-
1.34%, LDR-66.6%, CIR-65.0%, 
COF-5.0%, COR-0.8%, NIM-6.6%.
•Price: ₦6.55
•Fair value: ₦8.77
•Upside: +33.87%

•Good Tier2 bank with 
impressive earnings 
performance for over 10 
continuous quarters.
•Stable dividend payment.
•At FY’19; NPL-3.3%, CAR-
18.3%, *ROAE-12.3%, *ROAA-
1.34%, LDR-68.2%, CIR-73.4%, 
COF-6.3%, COR-(0.1%), NIM-
6.2%.
•Price: ₦1.74
•Fair Value: ₦2.23
•Upside: +28.16%

FIDELITYBNK
Financials

•Sector leader with quality 
asset base and sound Return 
on Asset.
•Consistent top and bottom-
line performance over the 
years.
•Constant dividend payment 
(interim and final).
•At FY’19; NPL-6.5%, CAR-
22.5%, *ROAA-5.26%, ROAE-
30.5%, LDR-60.6%, CIR-36.1%, 
COF-2.3%, COR-0.3%, NIM-9.3%.
•Price: ₦22.05
•Fair Value: ₦26.64
•Upside: +20.80%

GUARANTY
Financials

•Consistent Revenue and 
earnings growth (Q1’20 Gross 
Earnings: +12% YoY to 
₦147.17bn; PAT: +5% YoY to 
₦30.10bn).
•High operating efficiency 
•Stable dividend payment.
•At FY’19; NPL-5.3%, CAR-
23.4%, *ROAA-1.45%, *ROAE-
14.3%, LDR-62.07% (Q3’19), CIR-
62.7%, COF-4.0%, COR-0.8%, 
NIM-6.2%.
•Price: ₦6.25
•Fair value: ₦8.17
•Upside: +30.72

UBA
Financials

Investment 
Rationale

•Impressive earnings 
performance starting all the 
way from FYE’18 buoyed by 
good cost management and 
declining finance cost.
•Good and consistent 
dividend payment history.
•Q2’20 (period ended Mar-
20) PAT growth of 129% YoY 
to ₦1.69bn.
•Price: ₦5.59
•Fair value: ₦6.91
•Upside: +23.61%

VITAFOAM
Consumer Goods

•Market heavyweight in 
the flour milling space.
•Increasing benefits of 
backward integration 
initiatives.
•Ongoing border closure to 
boost Revenue generation.
•Good bottom-line 
performance attributed to 
reducing finance cost.
•Price: ₦19.00
•Fair value: ₦23.66
•Upside: +24.53%

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: ₦12.00
•Fair value: ₦15.75
•Upside: +31.25%

DANGSUGAR
Consumer Goods

•Constant dividend payment. 
•Unbundling of its 64.16% 
stake in the shares of UAC-
PROP to unlock significant 
value to shareholders.
•Reported profit from 
Discontinued Operations in 
Q1’20 of ₦716mn translated to 
bottom line growth of 87.14% 
in the period. 
•Price: ₦8.00
•Fair value: ₦9.78
•Upside: +22.25%

UACN
Conglomerates

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 *ROAE and ROAA as at Q1’20 Note: All fair value prices have a trade range of +/- 10%.
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FY’20 Bespoke Portfolio Stock Pick – (Prices as 30-Jun-20)

Investment 
Rationale

JBERGER
Industrial Goods

•Foremost firm in the 
construction industry and 
benefit immensely from FGN 
infrastructure drive.
•Drop in expense and 
declining finance cost to help 
cushion the effect of reduced 
operations in the financial 
year. 
•Consistent dividend 
payment.
•Price: ₦19.85
•Fair value: ₦25.12
•Upside: +26.55%

•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.
•Q1’20 Revenue and PAT 
growth of 23% and 89% YoY to 
₦15.19bn and ₦1.88bn.
•Steady dividend payment.  
•Price: ₦0.92

•Fair value: ₦1.16

•Upside: +26.09%

AIICO
Insurance

•A Holding structure 
Investment firm with a strong 
footing in the Insurance 
Sector.
•Recapitalization plans on 
course with a Group-wide 
Asset Under Management 
(AUM) in the excess of 
₦300bn.
•Consistent earnings  growth.
•Steady dividend payment 
(interim and final).  
•Price: ₦5.50
•Fair value: ₦6.66
•Upside: +21.09%

CUSTODIAN
Insurance

•One of the top domestic 
Investment Banking firm 
listed on the NSE.
•Impressive historical 
earnings performance.
•Q1’20 Revenue and PAT 
growth of 32% and 54% YoY 
to ₦1.92bn and ₦991.29mn. 
•Stable high yield dividend 
payment.
•Price: ₦2.55
•Fair value: ₦3.33
•Upside: +30.59%

UCAP
Other Financial Institution

Investment 
Rationale

•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: ₦127.00
•Fair value: ₦161.38
•Upside: +27.07%

DANGCEM
Industrial Goods

•Sector leader with sound 
Revenue and PAT growth in 
recent quarters (Q1’20 Rev.: 
+17% YoY to ₦329.17bn; PAT: 
+6% YoY to ₦51.15bn).
•Stable dividend payment.
•Mobile Money operations 
to boost earnings.
•Increasing usage of 
internet to drive revenue.
•Price: ₦117.50
•Fair value: ₦142.50
•Upside: +21.28

MTNN
ICT

•A major player in the 
Healthcare space.
•Increasing cost 
management initiatives 
reflecting on bottom-line 
performance.
•Stable dividend payment.
•Price: ₦2.98 
•Fair value: ₦3.60
•Upside: +20.81%

FIDSON
Healthcare

•Consistent bottom line 
growth due to cost control. 
•Steady dividend payment 
and currently has the top 
dividend yield among listed 
Banking stocks.
•At FY’19; NPL-4.30%, CAR-
22.0%, *ROAA-3.0%, *ROAE-
21.6%, LDR-57.8%, CIR-48.8%, 
COF-3.0%, COR-1.1%, NIM-8.2%.
•Price: ₦16.10
•Fair Value: ₦19.33
•Upside: +20.06%

ZENITHBANK
Financials

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 *ROAE and ROAA as at Q1’20 Note: All fair value prices have a trade range of +/- 10%.
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FY’20 Expectations; Stock Pick Metrics (Prices as 30-Jun-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: CAP, FCMB, AFRIPRUD, CORNERST, NESTLE, etc.

Counter Price (₦)
H1'20 

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/ Other 
Financial 
Services

ACCESS 6.55 -34.50% 12.00 0.476 56.66 46.25 2.93 0.47 1.59 16.09 22.15 17.87 9.92 8.77 33.87%

FIDELITYBK 1.74 -15.12% 2.40 0.467 50.90 42.12 2.85 0.26 1.48 12.44 10.49 15.56 11.49 2.23 28.16%

UBA 6.25 -12.59% 9.25 0.519 55.50 47.04 3.03 0.48 1.65 15.61 14.06 12.89 16.00 8.17 30.72%

UCAP 2.55 6.25% 3.80 0.467 60.28 50.39 3.41 0.99 3.32 86.17 23.38 21.92 19.61 3.33 30.59%

GUARANTY 22.05 -25.76% 34.40 0.662 47.55 41.72 5.37 1.57 5.55 31.09 9.35 15.82 12.70 26.64 20.80%

ZENITHBANK 16.10 -13.44% 23.00 0.733 53.41 43.82 3.79 0.78 3.39 24.53 9.94 16.02 17.39 19.33 20.06%

Insurance
AIICO 0.92 53.33% 1.06 0.382 67.90 53.74 2.13 0.40 4.29 30.31 26.55 21.56 1.16 26.09%

CUSTODIAN 5.50 -8.33% 6.40 0.200 45.10 41.54 4.97 0.80 5.31 12.95 19.40 8.10 8.18 6.66 21.09%

Cosumer Goods

DANGSUGAR 12.00 -11.76% 16.60 0.362 54.12 42.02 6.63 1.66 12.17 19.69 11.17 14.02 9.17 15.75 31.25%

FLOURMILL 19.00 -3.55% 24.00 0.220 46.73 35.80 9.06 0.72 1.00 3.60 9.69 -2.29 6.32 23.66 24.53%

VITAFOAM 5.59 27.05% 6.10 0.292 42.05 57.37 0.96 15.29 68.11 5.92 7.51 6.91 23.61%

Industrial Goods/ 
Construction

DANGCEM 127.00 -10.56% 180.90 0.720 34.25 37.66 15.11 3.92 11.70 20.46 17.89 4.59 12.60 161.38 27.07%

JBERGER 19.85 19.72% 22.92 0.175 39.73 42.36 11.52 1.39 2.91 22.61 6.24 1.23 8.40 25.12 26.55%

Healthcare FIDSON 2.98 -3.87% 4.55 0.178 54.04 51.14 0.66 1.99 4.85 7.67 -8.41 5.03 3.60 20.81%

ICT MTNN 117.50 11.90% 145.00 0.687 35.55 54.59 16.38 104.90 7.24 -0.67 4.23 142.50 21.28%

Conglomerate UACN 8.00 -6.98% 11.15 0.385 70.48 54.06 10.31 0.55 -4.45 -6.33 -1.55 1.25 9.78 22.25%
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FY’20 Expectations; Fixed Income Market

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

expected to linger further into the year as the FGN is expected to maximize the low yield opportunity in

funding the bulk of its domestic borrowing plans for the revised FY’20 budget. However, it is noted that

the rising gap of negative real returns for investors (now inclusive of hot money investors in the once

lucrative OMO market) could allow for a sooner-than-expected yield re-pricing in the fixed income space.

• Fixed Income Investors To Further Seek Varieties: The subsisting low yields at the secondary market and

on short-mid tenor offerings at the primary market will continue to drive investors to seek investment in

other higher yielding debt issuances when available. Investors are expected to be more aggressive at the

Commercial Papers (CPs) and corporate bonds market for the remainder of the year, while also taking

advantage of project-tied debt issuances such as Green bonds and Sukuk (if issued in H2’20), as was the

case with the 11.20% 7-Yr FGN Sukuk PMA in Jun-20 which had a subscription level of 446%.

• Eurobond Investment; The New Investor Toast: The subsisting low yields at the secondary debt market

have recently led to increased participation by risk averse domestic investors in the Eurobonds market.

An initial phase of sell-offs of EMDE and Frontier Markets’ Eurobonds by foreign holders (as risk outlook

got worsened and ratings downgrade became inevitable) availed for high yielding investment

opportunities and which we expect will still play out for the most part of H2’20, allowing investors to

hedge against the likelihood of a second round of devaluation in the year.

• Overall, we expect that initiatives such as the recent introduction of the 5-Yr Non-Deliverable Forward

products might help lock-in fair levels of foreign portfolio funds in the medium term. Also, a possible

second round of devaluation by the CBN in H2’20 could help foster some “hot money” inflow into the

system.
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Fixed income investors should 
consider going short for now 
as this will afford them the 
opportunity of latching on to 
expected higher yields in the 
mid term horizon, else the risk 
of holding on to low yielding 
long tenor instruments amid 
market yield repricing.

Investments in US Dollar fixed 
income instruments such as 
Eurobonds is highly advised, 
as this will be an effective 
hedge against FX risks should 
it crystallize in the short-
medium term. 

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


Appendix



www.nisl-ng.com | Precarious Times: Nigerian Financial Markets H1'20 Review and FY'20 Expectations | nislresearch@nisl-ng.com

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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