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Summary

Global Economy

L2

This week, the Fed chairman signaled an openness to rate cut, following the recent development around trade war. He guided that the Fed will closely monitor its implication on growth and
act appropriately to sustain an expansion in the economy. Also, U.S jobs data released today shows that employers added only 75,000 jobs in the month of May, a slowdown from an average
of 161,000 new jobs, since the start of the year. The jobs data further raises concern on growth which brings the FOMC one step closer to a rate cut. Elsewhere in the Eurozone, preliminary
estimates released by Eurostat showed a further decline in inflation rate to 1.2% in May from 1.7% recorded in the previous month, driven by declines in energy prices and services. Conse-

quently, the ECB left rates unchanged at the policy meeting held this week and extended its earliest date for a rate hike to mid-2020 (previously year-end).

Domestic Economy

*

Data released by the National Bureau of Statistics revealed Nigeria’s trade surplus in Q1 2019 contracted by -53.2% YoY to N832 billion, largely driven by an expansion in imports. Over the
period, imports expanded by 25.8% due to increased purchase of machinery which offset the decline in mineral products. Also exports declined by 3.9% YoY to N4.5 trillion, mirroring de-
clines in crude oil exports (-5.67% YoY) which neutered growth in non-oil exports (+1.65% YoY). Elsewhere, the World Bank recently revised Nigeria’s GDP growth lower to 2.1% in 2019
from its prior estimate of 2.2%. This was due to concerns regarding supply disruptions in the oil sector and lack of reforms to spur new capacity. That said, the world bank estimates growth to

be stable over 2020 before strengthening to 2.4 percent in 2021.

Equities

L2

In a twist of events, the Nigerian Bourse closed the week negative with the NSE ASI shedding 2.05% WoW to close at 30,432.13 points, with market capitalization dropping by N449.16 bil-
lion. The bearish sentiment was spurred by losses recorded across all sectors; Banking (-0.96%), Cement (-5.13%), Construction (-5.44%), Personal care (-2.62%), Food (-1.69%), Insurance (-
1.48%) and Oil & Gas (-11.90%). Dissecting the sector performance reveals selloff across various stocks such as GUARANTY: -3.80%, DANGCEM: -5.26%, PZ: -9.26%, UNILEVER: -
0.16%, DANGSUGA: -12.88%, SEPLAT: -6.64% and M'TN: -0.33%.

Fixed Income

L2

Over the course of the holiday-shortened week, average fixed income yields expanded 84bps WoW to 13.78%, following yields uptick at both ends of the curve. Notably, the apex bank con-
ducted OMO auction twice this week taking up N476 billion from the system which more than outweighed inflow of N177 billion OMO maturities. As a result, average N'TB yields closed the
week 134 bps higher WoW to 13.29%, with yields expanding across the 91-day (+176 bps WoW), 182-day (+109 bps) and 365-day (+117 bps) bills. At the other end of the curve, average
bond yields rose by a relatively smaller margin of 34bps to 14.28%. This was led by sell-offs in the shorter tenured issuances with the JUN 19, FEB 20 and JUL 21 closing higher by 149bps,
103bps and 73bps respectively.
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The week in Review ¢ The jobs data further raises concern on growth which brings the FOMC one step closer to

¢ This week, the Fed chairman signaled an openness to rate cut, following the recent develop- a rate cut. Elsewhere in the Eurozone, preliminary estimates released by Eurostat showed
ment around trade war. He guided that the Fed will closely monitor its implication on growth a further decline in inflation rate to 1.2% in May from 1.7% recorded in the previous
and act appropriately to sustain an expansion in the economy. Also, U.S jobs data released month, driven by declines in energy prices and services. Consequently, the ECB left rates
today shows that employers added only 75,000 jobs in the month of May, a slowdown from unchanged at the policy meeting held this week and extended its earliest date for a rate
an average of 161,000 new jobs, since the start of the year. hike to mid-2020 (previously year-end).

Index Returns (%) Index Characteristics  Global Fixed Income Global Currencies
. WoW YTD 52- P/E Mkt. Cap Div. 1-Yr WoW 10-yr WoW Inflatio . Prior YTD
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Brazl  Ibovespa | 97,952 0.9 | 115 1326 1790 416 3.6 |Turkey L2449 | 55 1799 | -0.3 | 1871 [ZAR(R) 64.9 65.4 0.9 6.9
India  BSESens |  39616:-02i 98 {11.7i282 5788| 15 |Russia 734 | -0.1 | 320 i 06 | 51 |EGP(£) 16.8 16.8 0.2 7.0
Russia  RTS § 703} 2.6 | 229 1134153 | 3.3 7.5 |Egypt 1700 00 71750 1 00 | 13 [KES(sh) 101.2 101.2 0.0 0.6
Mexico S&P/BMVIPC 43,198 1.1 | 3.7 | -5.0 15.5 3.2 [SouthAfica © 7.67 | 0.5 | 9.22 | -08 44 |GHS(¢ 16.8 16.8 0.2 7.0
Turkey Borsalstanbul | 93,809 3.6 i 2.8 |-55 7.0 04 45 |Kenya £ 930 | 0.1 | 1244 i 05 | 55 [XOF() 579.2 587.6 1.5 -1.1
Indonesia JCI Index 6,209 0.0 1 02 38 196 4851 2.3 |Ghana 1550 0.0 ¢ 19.00 ¢ 0.0 | 947 |XAF(F) 580.3 588.4 1.4 0.0
Kazahasta KASE Index 2,195 -2.7 i 5.6 (-12.0] 63 | 8.2 151.0 |Nigeria £12.20 | 23 i 1460 i -1.3 | 114 |NGN(@®) 360.0 360.2 0.1 0.7
Viemam VNIndex | 9581 0.0 i 74 {-781167] 137.2| 17 |Global Commodities Global Indicators for the Week
South { i ( ! i This Prior WoW YTD .
. FISE/jSEASI% 58,100E 44 10.2 05 317.45 ) g 4.1 Woek Week (%) (%) Latest  Prior
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Ghana  GSE Compositi 24641 0.1 | -1.4 {-19.9 20.2] 41 18 |NawralGas  $/MBw 23 | 25 | -49 @ -15.4 |Germany Markit Manufacturing PMI (May) 44.30 44.40
Tunisia ~ TunIndex ’ 70811 0.6 1 =26 |-7.7 183 0.7§ 2.0 |Gold $/toz§1339.1§ 13056 1 26 | 4.4 [Japan Consumer Price Index (YoY) (May) 1.1% 1.4%
BRVM BRVM | 16109 63 1-256 7.5 7.8 Sugar $/b 125 {121 © 00 | 2.1 |Euro Area Producer Price Index (YoY) (April 2.6% 2.9%
Mauritius SEMDEX | 2,126 -0.4 § 42 | -5.0 18.6] 8.6 Wheat $/bsh) 504.5 1 503.0 i 0.0 | -2.7 |USMarkit Composite PMI (May) 50.9 53.0
Nigeria  NGSE ASI ; 30,432;-2.05; -3.18 1-22.1 7.6 304 6.4 |Crude Palm oil [YR/MTA?O?BO 2105.0 i 0.0 China Non - Manufacturing PMI (May) 54.30 54.30
Source: Bloomberg, Reuters, ARM Research **means Preliminary Estimate

Last updated at 17:52 GMT
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The week in Review

Domestic

¢ Elsewhere, the World Bank recently revised Nigeria’s GDP growth lower to 2.1%

5.67% YoY) which neutered growth in non-oil exports (+1.65% YoY).

¢ Data released by the National Bureau of Statistics revealed Nigeria’s trade surplus in Q1 2019 contract- in 2019 from its prior estimate of 2.2%. This was due to concerns regarding sup-
ed by -53.2% YoY to N832 bhillion, largely driven by an expansion in imports. Over the period, imports ply disruptions in the oil sector and lack of reforms to spur new capacity. That
expanded by 25.8% due to increased purchase of machinery which offset the decline in mineral prod- said, the world bank estimates growth to be stable over 2020 before strengthening
ucts. Also exports declined by 3.9% YoY to N4.5 trillion, mirroring declines in crude oil exports (- to 2.4 percent in 2021.

Currency This Week Prior Week WoW (%) Y("3;1)) Report released this week (Click Link below for Full report)
External Reserve ($'bn) 45.14 45.09 0.12% 4.70% conomic Update - May 2019
USD/NGN (R/$) The Pentad - Urban Retail Price Tracker - June 2019
NAFEX 361 361 0.01% 1.04%
Parallel 359.5 360.0 0.14% 0.42%
Economic Snapshot Latest (%) Prior CHG (pps) 2019 Avg.
Inflation YoY (April) CHG (pps)
Headline 11.37 11.25 0.12 11.33
Core 9.62 9.72 -0.10 9.70 L
Food 13.7 13.45 0.25 13.53
GDP (%) - Yo¥ Q119 Q418 Q318 FY19F
Real GDP 2.01 2.4 1.8 2.2
Oil -2.4 -1.6 -2.9 6.1 News Headline for the week (click news for link)
Agriculture 3.2 2.5 1.9 3.2 *Wellhead fire: Delta community sends SOS to FG, others
Manufacturing 0.8 2.4 1.9 2.1 *Banks’ assets, liabilities rise to N38.4tn
Services 3.1 3.8 3.4 1.7 *German govt invests 2m Euros in Nigeria’s rice production
Labor Data (%) - Q3 18 Latest Prior  *CBN engages 100,000 cotton farmers for textile sector resuscitation
Unemployment Rate 23.1 18.8 *World Bank Cuts Nigeria’s GDP Growth Forecast to 2.1% for 2019
Underemployment 20.1 21.2 *Kachikwu: We Have Set Oil and Gas Sector on Path of Upward Trajectory
Capital Importation ($'mn) Q118 Q318 QoQ (%) YoY (%) *Oando Saga: Operators want firm, holistic regulatory handling to protect investors
Foreign Portfolio Investment - Equities 218.27 394.47 -44.7% -88.7% [*Recapitalisation: Insurance firms seek deadline extension
Bonds 193.33 3748 415.8% 68.1%  [*Banks’ non-performing loans hit N1.676tn

Money Market 983.08 1291.1 -23.9% 36.7% [*Obey flood warnings, NIHSA charges state govts
Foreign Direct Investment 156.8 530.63 -70.5% -42.9% [*Emefiele Takes Oath of Office Today
Balance of Payment ($'mn) Q4138 Q318 Q218 QoQ  *CBN Harps on Open Banking
Trade Balance 2,080 1,148 2,266 81.2% *NEXIM Bank, NIWA, others to boost non-oil exports by $1.2bn
CA Balance 338 (472) 1,332  -171.6% [*Presidency meets power firms over electricity crisis

Source: CBN, NBS, FMDQ, Aboki FX, ARM Research



https://secure.arm.com.ng/research/EconomicResearch/Economic%20Update%20-%20May%202019.pdf
https://secure.arm.com.ng/research/EconomicResearch/Economic%20Update%20-%20May%202019.pdf
https://secure.arm.com.ng/research/EquityReports/The%20Pentad%20-%20Urban%20Retail%20Price%20Tracker%20%20-%20June%202019.pdf
https://secure.arm.com.ng/research/EquityReports/The%20Pentad%20-%20Urban%20Retail%20Price%20Tracker%20%20-%20June%202019.pdf
https://punchng.com/wellhead-fire-delta-community-sends-sos-to-fg-others/
https://punchng.com/banks-assets-liabilities-rise-to-n38-4tn/
https://punchng.com/german-govt-invests-e2m-in-nigerias-rice-production/
https://punchng.com/cbn-engages-100000-cotton-farmers-for-textile-sector-resuscitation/
https://www.thisdaylive.com/index.php/2019/06/06/wbank-cuts-nigerias-gdp-growth-forecast-to-2-1-for-2019/
https://www.thisdaylive.com/index.php/2019/06/06/kachikwu-we-have-set-oil-and-gas-sector-on-path-of-upward-trajectory/
https://www.premiumtimesng.com/business/business-news/333568-oando-saga-operators-want-firm-holistic-regulatory-handling-to-protect-investors.html
https://punchng.com/recapitalisation-insurance-firms-seek-deadline-extension/
https://punchng.com/banks-non-performing-loans-hit-n1-676tn/
https://punchng.com/obey-flood-warnings-nihsa-charges-state-govts/
https://www.thisdaylive.com/index.php/2019/06/03/emefiele-takes-oath-of-office-today/
https://www.thisdaylive.com/index.php/2019/06/03/cbn-harps-on-open-banking/
https://punchng.com/nexim-bank-niwa-others-to-boost-non-oil-exports-by-1-2bn/
https://punchng.com/presidency-meets-power-firms-over-electricity-crisis/
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Equity

The week in Review

¢ In a twist of events, the Nigerian Bourse closed the week negative with the NSE ASI shedding
2.05% WoW to close at 30,432.13 points, with market capitalization dropping by N449.16
billion. The bearish sentiment was spurred by losses recorded across all sectors; Banking (-
0.96%), Cement (-5.13%), Construction (-5.44%), Personal care (-2.62%), Food (-1.69%),
Insurance (-1.48%) and Oil & Gas (-11.90%).

Dissecting the sector performance reveals selloff across various stocks such as
GUARANTY: -3.80%, DANGCEM: -5.26%, PZ: -9.26%, UNILEVER: -
0.16%, DANGSUGA: -12.88%, SEPLAT: -6.64% and MTN: -0.33%.

Index Performance

Index Returns (%)

Sector Performance

Banking
Brewers
Cement
Personal Care
Construction
Food
Insurance

Oil & Gas
Real Estate

Returns (%)

WoW QTD YTD

3.06% -10.61% -10.24%
-0.61% -15.68% -32.62%
-0.25%  3.64% 4.36%
-0.99% -19.95% -22.28%
2.15%  -8.27% 10.21%
2.58%  -6.21% -2.33%
1.30%  -2.66% -1.20%
5.96% -18.66% -22.55%
0.00%  -0.45% -1.15%

ARM Indices

Large Cap (Top 10%)
Mid Cap Mid 30%)
Small Cap (Bottom 60%)

WoW QTD YTD

0.56% 23.36% 21.87%
0.14%  -3.74% -2.35%
1.40%  19.44% -1.24%

Level WoW MTD QTD YTD 1 year
NSE ASI 31069.37 0.61 6.55 0.09 -1.15 -18.46
NSE ASI ($) 86.13 0.61 6.52% 0.07% -0.26% -15.58%
Market Cap (H'bn) 13684.62 0.61% 24.87% 17.24% 16.76% 2.61%
Market Cap ($'mn) 37934.85 0.51% 24.84% 17.22% 17.80% 2.65%
NSE 30 1286.68 1.66 -1.92 -7.61 -9.21 -24.88
NSE Premium 2440.10 0.02 15.78 10.72 11.16 -13.00
NSE 50 1530.18 1.51 -1.56 -7.19 -7.93 -21.06
NSE ASEM 805.27 0.00% -0.41 -0.24 1.44 -15.20
NSE Banking 361.57 3.94 -5.28 -10.49 -9.37 -23.74
NSE Insurance 119.81 3.28 -1.20 -4.90 -5.27 -15.59
NSE Consumer 630.93 131 -5.86 -11.30 -15.74 -29.15
NSE Oil & Gas 262.58 2.14 -6.44 -9.62 -13.12 -24.16
NSE Industrial 1133.27 1.30 5.05 -8.59 -8.45 -40.95
NSE Lotus 2103.92 1.00 1.39 -7.22 -5.82 -16.73
NSE Pensions 1066.11 1.89 -4.12 -10.26 -11.71 -26.29
- Top 10 Gainers < Top 10 Losers
Company This Week WoW Company This Week WoW
CHAMS PLC 0.38 15.2% BERGER 6.65 -9.5%
STERLING 2.30 11.1% RTBRISCOE 0.29 -9.4%
ECOBANK 11.15 10.9% ETERNA 3.65 -8.7%
MANSARD 1.98 10.0% CAP 31.10 -8.5%
LEARNAFRICA 1.34 9.8% CHAMPION 1.01 -8.2%
LIVESTOCK 0.59 9.3% FIDELITY 1.68 -7.2%
UNITYBANK 0.71 9.2% VERITASKAP 0.20 -4.8%
COURTVILLE 0.24 9.1% Pz 8.10 -4.7%
LAWUNION 0.48 9.1% OANDO 4.20 -4.5%
UBA 6.25 8.7% NASCON h 16.25 -4.4%

Volume and Value Traded (millions)

mm Value (N)

7,271

o e e o \Volume (Units)

5,892
2,731
2,218
_———— ——ecc e ———— --__-.

27-May 28-May

29-May

30-May 31-May

Source: NSE, Bloomberg, ARM Research
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The week in Review ¢ At the other end of the curve, average bond yields rose by a relatively

smaller margin of 34bps to 14.28%. This was led by sell-offs in the shorter
tenured issuances with the JUN 19, FEB 20 and JUL 21 closing higher by
149bps, 103bps and 73bps respectively.

¢ Opver the course of the holiday-shortened week, average fixed income yields expanded 84bps WoW to 13.78%,
following yields uptick at both ends of the curve. Notably, the apex bank conducted OMO auction twice this
week taking up N476 billion from the system which more than outweighed inflow of N177 billion OMO maturi-
ties. As a result, average N'TB yields closed the week 134 bps higher WoW to 13.29%, with yields expanding

across the 91-day (+176 bps WoW), 182-day (+109 bps) and 365-day (+117 bps) bills.

Thi Prior 1 1

Wee; We:k cl":va:)v;e Primary Market Auction (Rates) 90 Days D:;l)s Year |Issuance (N'billion) 90 Days 180 Days 1 Year
Money Market OMO OMO
Overnight (O/N) 11.43% 4.93% 6.50% [07-Jun-19 11.40% 11.66%  12.48%]|07-Jun-19 3.25 11.18 461.5
Open Buy Back (OBB) 10.86% 4.14% 6.72%  [24-May-19 11.40% 11.68%  12.50%]|24-May-19 16.18 47.56 296.95
NIBOR - 1M 12.80% 10.81% 1.99% 10-May-19 11.76% 12.83%  12.88%]|10-May-19 72.31 46.57 494 .4
NIBOR - 3M 13.80% 11.96% 1.84% 19-Apr-19 11.80% 12.90%  13.03%]|19-Apr-19 30.94 150.36 228.4
NIBOR - 6M 14.46% 13.46% 1.00% |[05-Apr-19 11.78% 13.00%  13.04%]|05-Apr-19 7.91 53.1 627.2
Treasury Bills Treasury Bills 91 Day 182 Day 364 Day |Treasury Bills 91 Day 182 Day 364 Day
1-month 11.39% 9.33% 2.06% [30-May-19 10.00% 11.95%  12.20%][30-May-19 24 .4 23.2 19.8
3-month 12.55% 10.79% 1.76% 17-May-19 10.00% 12.30%  12.49%]|17-May-19 4.4 12.9 16.5
6-month 13.22% 12.13% 1.09% 02-May-19 10.00% 12.49% 12.77°%]02-May-19 28.0 10.6 71.1
9-month 13.86% 13.06% 0.80% 17-Apr-19 10.15% 12.50%  12.74%]|17-Apr-19 24.4 38.7 52.0
12-month 12.92% 12.92% 0.00% |03-Apr-19 10.29% 12.60%  12.85%]03-Apr-19 5.9 26.6 119.6
FGN Bonds (Local) FGN Bonds 5 Year 7 Year 10 Year (FGN Bonds 5 Year 7 Year 10 Year
16.00% 29-JUN-2019 11.20% 9.71% 1.49% [22-May-19 14.11% 14.24%  14.49%][22-May-19 27.0 35.0 48.9
15.54% 13-FEB-2020 13.39% 12.36% 1.03% [24-Apr-19 14.50% 14.55%  14.80%]|24-Apr-19 1.1 3.4 1.3
14.50% 15-JUL-2021 14.64% 13.91% 0.72% |27-Mar-19 13.50% 13.50%  13.50%]|27-Mar-19 1.1 4.3 34.2
16.39% 27-JAN-2022 14.62% 14.37% 0.26%  |20-Feb-19 14.52% 14.79%  14.93%]20-Feb-19 12.7 20.1 55.3
14.20% 14-MAR-2024 14.42% 14.32% 0.10% |30-Jan-19 15.20% 15.25%  15.35%]|25-Apr-18 17.5 7.4 71.9
12.50% 22-JAN-2026 14.65% 14.50% 0.15% Corporate Bonds ;::ls{ 3::1: V:L(/:\;V Corporate Eurobond ;::ls( 5\;::; "Z:/:‘;v
16.2884% 17-MAR-2027 14.37% 14.24% 0.12% |UBA|16.45%]|30-DEC-2021 15.62% 15.25% 0.37%|FBN|6.488%|23-JUL-2021 8.57% 8.88% -0.31%
12.1493% 18-JUL-2034 14.48% 14.46% 0.02% |[MIXTA|17.00%]|16-JAN-2022 15.39% 14.56% 0.83%|ECOBANK |8.75% | 14-AUG-2021 9.11% 9.27% -0.16%
16.2499% 18-APR-2037 14.54% 14.51% 0.03% |FIDELITY | 16.48%| 13-MAY-2022 15.85% 15.59% 0.26%|ACCESS|10.50%| 19-OCT-2021 5.98% 6.03% -0.05%
FGN Eurobonds DUFIL| 18.25%| 1-SEP-2022 16.36% 16.13% 0.24%|ZENITH| 7.375% | 30-MAY-2022 5.52% 5.54% -0.02%
5.625% 27-JUN-2022 5.03% 5.26% -0.23% |LAPO MFB|17.75%]|19-DEC-2022 18.26% 18.04% 0.229%|UBA|7.75%| 08-JUN-2022 6.13% 6.13% 0.00%
6.50% 28-Nov-2027 7.19% 7.37%  -0.18% [STERLING|16.50%| 3-AUG-2023 15.52% 15.34% 0.18%|SEPLAT | 9.25%]| 1-APR-2023 7.83% 7.78% 0.05%
7.875% 16-FEB-2032 7.89% 8.09% -0.20% |[FCMB|17.25%]|8-DEC-2023 15.81% 15.68% 0.13%
7.625% 28-Nov-2047 8.20% 8.55% -0.35% [STANBIC|13.25%|30-SEP-2024 15.48% 15.29% 0.19%

VIATHAN | 16.00%| 14-DEC-2027 15.51% 15.29% 0.22%

Source: DMO, FMDQ, Bloomberg, ARM Research
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Economic andFinancial Calendar for the week 10th - 14th June 2019

Global

Monday
10Jun

Tuesday
11Jun

Wednesday
12Jun

Economic and Financial Commentary

Thursday
13Jun

Friday
14Jun

[Japan Gross Domestic Product (YoY) Q1

China Trade Balance (May)

UK Manufacturing Production (YoY) April

UK Total Trade Balance - April

UK Gross Domestic Product - April

UKILO Unemployment rate - April

US Producer Price Index (YoY) - May

China Producer Price Index (YoY) - May

China Foreign Direct Investment (YD) (YoY) - May

US Consumer Price Index (YoY)- May

Germany Consumer Price Index (YoY) - May

US Export Price Index (YoY)- May

US Import Price Index (YoY)- May

China Industrial Production (YoY) - May

Japan Industrial Production (YoY)- Apri

France Consumer Price Index (YoY) - May

Italy Consumer Price Index (YoY)- May

Domestic

*# means Prelimmary Estimate




This week, we feature the Q1 19 trade data released by the National Bureau of Statistics which showed decline in trade balance by 53% YoY to N832

billion, following a jump in imports (+26% to $3.7 trillion) and dip in exports (-4% YoY to $4.5 trillion).
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Source: NBS, ARM Research
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Weekly Economic and Financial Commentary Chart of the Week

Trend in Nigeria’s Trade Balance
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