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Summary

Global Economy
¢ Eurozone Q2 18 GDP trumped analysts’ expectation after expanding 0.4% QoQ (Q1 18: +0.3%). The sturdy performance was supported by solid momentum in Germany (region’s
heavyweight), Netherland and Latvia. Over in the United Kingdom, headline inflation inched higher by 2.5% YoY in July after holding steady at 2.4% YoY in the prior three consec-
utive months. July CPI was largely driven by higher transport inflation. Elsewhere, U.S retail sales trumped expectation in July with the Commerce Department reporting a 0.5%

MoM increase (June 18 revised: 0.2% MoM). We highlight that the rise in retail sales was supported by tightening labour market with knock-on effect driving higher wages.
Domestic Economy

¢ According to data released by the National Bureau of Statistic, Nigeria’s inflation slowed further in the month of July, moderating to 11.14% vs 11.23% in the previous month. Amidst
favorable base effects, the decline was driven by softening consumer prices in the food and core basket with headline MoM inflation declining 11bps to 1.13% (June: 1.24%). Else-
where, Q2 18 debt stock released by the DMO revealed that total FG debt stock (domestic & external) moderated 2% QoQ (+13.6% YoY) to N18.9 trillion. Elsewhere, we observed a
jump in domestic debt service (+26% YoY to N297 billion) despite domestic debt stock rising just 1% YoY. We link this to maturities of high yield Treasury Bills issued in 2017. Like-
wise, external debt service inched higher by 247% YoY to $202 million reflecting interest payments vis-a-vis the 2027 and 2047 Eurobonds issued last year.

Equities

¢ The Nigerian equity market extended losses for the third consecutive week as the index dipped 51 basis points WoW to close at 35266.29pts. The sell pressure was fueled by losses in
UBA (-11.64%), Flourmills (-10.57%), Dangote Sugar (-4.52%), Nestle (-3.85%), Zenith (-3.18%) and Guaranty (-2.56%) which largely masked gains in Unilever (+4.76%), FBNH
(+2.08%), and Dangote Cement (+2.80%). Analyzing the performance on a sectorial basis, the sectors that closed negative outweighed those that closed positive with the Banking,

Food, Insurance, Oil & Gas and the Real Estate sectors closing negative while the Brewers, Cement and Personal Care sectors closed the week positive.
Fixed Income

¢ Yields in the fixed income market continued its uptrend following the bearish run at both ends of the curve. Firstly, following foreign sell off at the long end of the curve, secondary
market yields ticked higher on most trading days. This in addition to higher stop rates at Wednesdays’ Bond Auction (Bond sale: N110.1 billion) drove bond yields higher by 49bps
WoW to 14.56%. Yields at the short end followed similar pattern with sell pressure exacerbated by CBN’s liquidity squeeze on Thursday (OMO sale: N153.5), culminating in an
18bps WoW expansion in treasury bill yields to 12.69%.
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The week in Review ¢ July CPI was largely driven by higher transport inflation and one-off price hike of

¢ Eurozone Q2 18 GDP trumped analysts’ expectation after expanding 0.4% QoQ (Q1 18: computer games. Elsewhere, U.S retail sales trumped expectation in July with the
Commerce Department reporting a 0.5% MoM increase (June 18 revised: 0.2%

+0.3%). The sturdy performance was supported by solid momentum in Germany (region’s MoM. We hiohlioht that the rise ; sl d by tohtenin 1
heavyweight), Netherland and Latvia offsetting benign performance in France and Italy. oM). We highlight that the rise in retail sales was supported by tightening la-
Over in the United Kingdom, headline inflation inched higher by 2.5% YoY in July after

holding steady at 2.4% YoY in the prior three consecutive months.

bour market with knock-on effect driving higher wages.

Global Equities Index Returns (% Index Characteristics  Global Fixed Income Global Currencies
Level (in WoW YTD 52- P/E Mkt. Cap Div. 1-Yr WoW 10-yr WoW Inflatio . Prior YTD

Country Index $)( (%) (%) Wk (x) ($bn) Yid (%) Tenor (pps) Tenor (pps) _n (% This Week Week "o ) (wy)
US S&P500 T 2.6427 03 763 (169 120.6] 19 [Us BCE 285 7 07 T 29 [Euwo(g 11 11 0.0 -5.0

NASDAQ | 7,7821-07 127 2511569 11,838.1¢ 10 |UK L0710 0012800 25 |GBP () 1.3 1.3 -0.2 -5.8
UK FISEASL 0 7559 -14 -17 23 (168 . 44 [Euro 025 036 7 087 o131 21 [PY(Y 110.4 110.8 0.4 2.1
France ~ CAC 40 L 5345013106 | 38 1165 101841 3.4 [Japan 016 £ 00 [ 008 | 00 | 08 |INR(R) 70.2 68.7 -1.9 -9.0
Germany XETRADAX | 122111 -1.7 1555 0.1 [14.2] - 33 |China 281 18 345 15 21 |ONY(Y 6.9 6.8 -0.4 -5.4
Japan  NIKKEI25 | 22970 0.0 | -2.2 144 :16.1 541 2.0 |India D705 P -12 | 786 | 14 393 [MXN (9 19.1 18.9 -0.8 3.1
China Shanghaicom;f 2,669§ 0.0 2-19.32-18.3512.96 4,126,2§ 2.9  [Mexico 822 LI 7.87 09 | 481 |RUB(p) 67.5 67.7 0.4 -14.5
Bragl  Ibovespa | 75835109 0.7 11.6;17.8; 32.21 3.9 |Turkey 13032 1510 2068 0.0 | 1585 [ZAR(R) 67.5 67.7 04  -145
India  BSESens | 37,948 02 ' 114 1931249 5308 15 |Russia 758 126 1 431 | 0.1 i 25 |EGP() 17.9 17.9 -0.2 -0.7
Russia  RTS L 558 -1 |76 56 56 | 25 6.8 |Egypt 11907 | 36 71600 | 128 | 135 |KES/(sh) 100.8 100.5 0.3 2.3
Mexico  S&P/BMV IPC 48,012 | -0.8 | -2.7 = -5.8 {21.1 2.3 |[South Afiica | 7.93 © 0.1 | 943 | -1.2 i\ 46 |GHS(¢ 17.9 17.9 -0.2 -0.7
Turkey Borsa Istanbul | 88,735 | 6.5 |-23.1 -16.9} 7.0 03! 49 |Kenya 998 -0.1 {1291 | 0.0 | 44 [XOF( 575.3 580.1 08  -19
Indonesia JCIIndex — + 5,784 0.0 -9.0 -1.8:195.  441.9 23 |Ghana 1450 © 0.0 1900 | 0.0 | 963 |XAF(F) 582.0 579.3 0.5 -4l
KazahastaKASE Index 2,223 -1.3 | 2.8 | 20.0 | 6.4 | 1.0 {N/A N//Nigeria L1122 1 <07 i 1486 | 3.0 | 11.1 |NGN (&) 362.2 361.7 -0.1 -0.6
Vietnam VN Index 969 | 0.0 |-1.6|26.0 174 1335 1.6 |Global Commodities Global Indicators for the Week
South § g’ o ] This Prior WoW YTD .
Aftica FISE/JSE ASIE 56,648 -1.8 ‘, -4.8 £’ 2.2 17.4i 3.6 Week  Week (%) (%) Latest Prior
Egypt ~ EGX 30 15,2960 0.0 | 1.8 166 /11.6. 1131 5.0 |Brent Crude §/bbl 71.6 | 728 | -1.6 : 7.1 [EU's Gross Domestic Product (QoQ) - Q2 18 0.4% 0.3%
Kenya  NSEASI L1750 1.0 | 2.0 | 5.1 (139} 243 4.5 |OPEC Crude §/bbl 695 i 720 © -1.6 : 7.8 [UK's Unemployment rate - Q2 18 4.0% 4.9%
Morrocco MSCIMX | 313 0.8 |-7.1 | -7.4 {189 9.1 3.8 |Gasoline $/gal: 197.8 203.9 | -3.0 | 32 |UK'sInflaion (YoY)- July 2018 2.5% 2.4%
Ghana  GSE Compositqf 2,867; 0.0 211.1 ; 26.1 328; 4.5% 0.9 |Natural Gas $/MBtu§ 3.0 2.9 0.3 5.9 |E.U's Trade Balance (€Bn) - June 2018 16.7 16.9
Tunisia  TunIndex 8,348 0.1 i 32.92 34.5 218; 0.8 1.8 |Gold $/t 0251177.35 1210.6 -2.7 -9.6  |Canada's Inflation (YoY) - July 2018 3.0% 2.5%
BRVM  BRVM | 20610 1511163245, 2490 16 |Sugar §/b. 102 105 | -3.6 . -33.2 |EU'Inflation (YoY) - July 2018 2.1% 2.1%
Mauritius SEMDEX 2245 05 | 1.9 22 (246 93 Wheat §/bsh; 577.0 1 569.5 | 1.3 | 19.7 |U.S Retail Sales (MoM) - July 2018 0.5% 0.2%
Nigeria NGSEASI | 35,266 :-0.51 -7.78 -2.89 10.1 34.3. 5.0 |Crude Palmoil [YR/MT:2238.0: 2275.0 | 0.0

Source: Bloomberg, Reuters, ARM Research
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The week in Review ¢ Elsewhere, Q2 18 debt stock released by the DMO revealed that total FG debt
stock (domestic & external) moderated 2% QoQ) (+13.6% YoY) to N18.9 trillion.
¢ According to data released by the National Bureau of Statistic, Nigeria’s inflation slowed Elsewhere, we observed a jump in domestic debt service (+26% YoY to N297 bil-
further in the month of July, moderating to 11.14% vs 11.23% in the previous month. lion) despite domestic debt stock rising just 1% YoY. We link this to maturities of
Amidst favourable base effects, the decline was driven by softening consumer prices in the high yield Treasury Bills issued in 2017. Likewise, external debt service inched
food and core basket with headline MoM inflation declining 1 1bps to 1.13% (June: 1.24%). higher by 247% YoY to $202 million reflecting interest payments vis-a-vis the
2027 and 2047 Eurobonds issued last year.
. Prior YTD
Currency This Week Week WoW (%) (%) [Report released this week (Click Link below for Full report)
External Reserve ($'bn) 46.42 46.66  -0.52% 19.74% [* Nigerian Inflation - Inflation declines in July, but upside risk abounds
USD/NGN (R/$)
NAFEX 362.6 362.0  -0.17% -0.63%
Parallel 358.5 359.0  +0.14% +0.98%
Economic Snapshot Latest (%) Prior CHG 2018
(pps)  Ave.
CHG
Inflation YoY (June) (pps)
Headline 11.14 11.23 -0.1 12.75
Clore 10.18 10.39 -0.2 11.03
Food 12.85 12.98 -0.1 15.24
GDP (%) - YoY Q118 Q417 FY17 FYI18F
Real GDP 1.9 2.1 0.8 2.4
Oil 14.8 11.2 5.5 8.8 [News Headline for the week (click news for link)
Agriculture 3.0 4.2 3.4 3.3 [* TCN cancels non-performing electricity transmission contracts
Manufacturing 3.4 0.1 -0.2 2.6 * MTN Nigeria signs N200bn loan agreement with 12 banks
Services 0.5 -0.8 -0.8 1.3 [* Inflation falls marginally to 11.14%
Labor Data (%) - Q3 17 Latest  Prior [* Investors stake N100bn on FGN bonds
Unemployment Rate 18.8 16.2 [* Currency swap will not cover substandard good, says CBN
Underemployment 21.2 21.1 [* Nigeria borrows N2.75tn in one year
Capital Importation ($'mn) - Q1 18 Q118 0417 QoQ (%) YoY (%) [* CBN injects fresh $210m into forex market
Foreign Portfolio Investment - Equities 701.61 989.2 -29.1% 588 [* Nigeria, two others push OPEC oil output higher
Bonds 335.88 309.5  8.5% N/A  [* FG, others got N3.5trn FAAC funds in H1°18
Money 3527.6
Market ’ 2,178.8  61.9% 1567 [* Nigeria’s foreign commercial loans rise to $8.8bn
Foreign Direct Investment 246.62 3784  -34.8% 16.7 [* Fed Govt mulls VAT removal on locally produced LPG
Balance of Payment ($'mn) Q118 0417 Q317 Qo0
Trade Balance 6,042 5,009 3,032  20.6%
CA Balance 4,468 3,656 1,974 22.2%



https://secure.arm.com.ng/research/EconomicResearch/Nigerian%20Inflation%20-%20Inflation%20declines%20in%20July%20but%20upside%20risk%20abounds.pdf
https://punchng.com/tcn-cancels-non-performing-electricity-transmission-contracts/
https://punchng.com/mtn-nigeria-signs-n200bn-loan-agreement-with-12-banks/
https://punchng.com/inflation-falls-marginally-to-11-14/
https://punchng.com/investors-stake-n100bn-on-fgn-bonds/
https://punchng.com/nigeria-borrows-n2-75tn-in-one-year/
http://thenationonlineng.net/210m-forex-injection-lifts-naira/
https://punchng.com/cbn-injects-fresh-210m-into-forex-market-2/
https://punchng.com/nigeria-two-others-push-opec-oil-output-higher/
https://www.vanguardngr.com/2018/08/fg-others-got-n3-5trn-faac-funds-in-h118/
https://punchng.com/nigerias-foreign-commercial-loans-rise-to-8-8bn/
http://thenationonlineng.net/fed-govt-mulls-vat-removal-on-locally-produced-lpg/
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The week in Review ¢ Analyzing the performance on a sectorial basis, the sectors that closed negative out-

¢ The Nigerian equity market extended losses for the third consecutive week as the index weighed those that closed positive with the Banking, Food, Insurance, Oil & Gas

dipped 51 basis points WoW to close at 35266.29pts. The sell pressure was fueled by losses and the Real Estate sectors closing .rfegative while the Brewers, Gement and Person-
in UBA (-11.64%), Flourmills (-10.57%), Dangote Sugar (-4.52%), Nestle (-3.85%), Zenith | @l Gare sectors closed the week positive.
(-3.18%) and Guaranty (-2.56%) which largely masked gains in Unilever (+4.76%), FBNH

(+2.08%), and Dangote Cement (+2.80%).

Index Pexrformance Index Returns (%) Sector Performance Returns (%)
Level WoWw MTD oTrTD YTD 1 year WoW oTD YTD
NSE ASI 35266.29 -0.51 -4.73 -7.87 -7.78 -2.89 Banking -2.74% -7.67% -3.11%
NSE ASI (%) 97.29 -0.51 -3.99 -0.08 -0.08 -0.05 Brewers 0.36% -10.33% -22.98%
Market Cap ({'bn) 12874.92 -0.51% -4.01 -0.07 -0.05 0.01 Cement 2.62% -5.30% -5.78%
Market Cap ($'mn) 35517.01 -0.65%  -4.76 -0.07 -0.06 0.00 Personal Care 3.47% -7.04% 7.39%
NSE 30 1589.77 -0.78 -4.53 -8.59 -8.98 -4.62 Construction 0.00% -5.67% -6.72%
NSE Premium 2527.30 0.59 -5.30 -7.10 -1.44 6.25 Food -3.92% -9.31% -9.18%
NSE 50 1824 .24 -0.69 -4.21 -7.76 -6.45 -1.45 Insurance -1.47% -4.73% -2.43%
NSE ASEM 809.92 0.00 0.00 -14.71 -25.51 -30.29 Oil & Gas -2.79% -15.69% -19.46%
NSE Banking 438.14 -3.80 -4.35 -7.96 -7.85 1.47 Real Estate -0.25% -0.56% -3.15%
NSE Insurance 137.87 -3.56 -6.64 -8.36 -1.08 0.36 ARM Indices
NSE Consumer 835.80 -1.12 -5.09 -9.91 -14.37 -12.78 WoW QTD YTD
NSE Oil & Gas 296.07 -1.47 -6.37 -8.40 -10.47 -3.83 Large Cap (T'op 10%b) -0.30% -6.63% -6.59%
NSE Industrial 1716.66 1.29 -3.59 -14.54 -13.11 -19.98 Mid Cap (Mid 30%b) -2.65% -12.88% -10.18%
NSE Lotus 2428.66 0.23 -4.34 -7.54 -5.14 4.80 Small Cap (Bottom 60%bo) -7.07% 48.53% -38.11%
NSE Pensions 1314.12 -1.66 -5.40 -11.81 -4.76 5.47 Volume and Value Traded (millions)
- Top 10 Gainers - To;i) 10 Losers — e (M) === Volume (Units)
Company This Week WoW Company This WoW
Week 3.004

INTBREW 35.20 10.0% |SECURE 0.23 220.7% 2,862 :
SOVRENINS 0.26 8.3% SKYEBANK 0.48 -18.6% 2.205 5 157
MANSARD 2.55 7.1% BERGER 6.55 -18.1% ’
UNILEVER 55.00 4.8% CONTINENTAL RE 1.40 -17.2% 1,600
CUTIX 4.18 4.5% WAPIC 0.85 -12.5%
CUSTODYNS 5.33 3.9% UNIONDAC 0.29 -12.1%
DANGCEM 220.00 2.8% LEARNAFRCA 1.12 -11.8%
LINKASSURE 0.74 2.8% OANDO 4.90 -11.7% —e- - - o - - - - -
NIGERINS 0.40 2.6% UBA 8.35 -11.6%
11 PLC 180.00 2.3% |LIVESTOCK 0.61 -11.6% 13-Aug L4-Aug 15-Aug 16-Aug 17-Aug

Source: NSE, Bloomberg, ARM Research
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Fixed Income

The week in Review ¢  Yields at the short end followed similar pattern with sell pressure exacerbated by
CBN’s liquidity squeeze on Thursday (OMO sale: N153.5), culminating in an 18bps
WoW expansion in treasury bill yields to 12.69%.

¢ Yields in the fixed income market continued its uptrend following the bearish run at both
ends of the curve. Firstly, following foreign sell off at the long end of the curve, secondary
market yields ticked higher on most trading days. This in addition to higher stop rates at
Wednesdays’ Bond Auction (Bond sale: N110.1 billion) drove bond yields higher by 49bps
WoW to 14.56%.

This Prior WoWw 91 250 364 91 250 364
Week Week change |Primary MarketAuction (Rates) Days Days Days |Issuance (N'billion) Days Days Days
Money Market OMO OMO
Overnight (O/N) 7.33% 9.25% -1.92%([16-Aug-18 11.05% 12.15% 16-Aug-18 24.68 128.9 0.0
Open Buy Back (OBB) 8.33% 8.42% -0.09%|09-Aug-18 11.05% 12.15% 09-Aug-18 59.00 304.0 0.0
NIBOR - 1M 12.06% 11.31% 0.75%|02-Aug-18 11.05% 12.15% 26-Jul-18 73.70 275.0 0.0
NIBOR - 3M 12.70% 12.44% 0.26%126-Jul-18 11.05% 12.15% 19-Jul-18 60.77 435.5 0.0
NIBOR - 6M 14.52%  13.80% 0.72%[19-Jul-18 11.05% 12.15% 13-Jul-18 0.01 315.3 0.0
Treasury Bills Treasury Bills 91 Day ;t:li ]:;(:1: Treasury Bills 91 Day ;23’ ]:;(:1:
1-month 11.25% 10.38% 0.87%|16-Aug-18 10.00% 10.40% 11.22%]|16-Aug-18 3.4 10.0 20.0
3-month 11.60% 11.54% 0.06%|01-Aug-18 10.00% 10.40% 11.30%|01-Aug-18 5.8 26.6 74.6
6-month 13.25% 12.99% 0.26%]18-Jul-18 10.00% 10.50% 11.49%(18-Jul-18 9.50 33.9 58.9
9-month 13.23% 13.00% 0.23%(04-Jul-18 10.00% 10.30% 11.50%]20-Jun-18 3.4 16.9 13.5
12-month 13.44%0 12.86% 0.58%[20-Jun-18 10.00% 10.30% 11.50%|13-Jun-18 9.5 4ty 7/ 38.2
FGN Bonds (Local) FGN Bonds 5 Year 7 Year 10 FGN Bonds 5 Year 7 Year 10
Year Year
16.00% 29-JUN-2019 13.23% 12.74% 0.149%[15-Aug-18 14.39% 14.60% 14.69%|15-Aug-18 40.2 48.5 21.4
15.54% 13-FEB-2020 14.05% 13.96% 0.09%(27-Jul-18 13.69% 14.00% 14.30%|27-Jul-18 8.8 7.9 21.0
14.50% 15-JUL-2021 14.66% 14.04% 0.62°%(29-Jun-18 13.50% 13.80% 13.81%|25-Apr-18 38.3 12.8 39.0
16.39% 27-JAN-2022 14.37% 13.74% 0.63%]23-May-18 13.50% 13.50% 13.55%(23-Mar-18 100.5 89.1 45.1
14.20% 14-MAR-2024 14.63% 13.99% 0.64%[25-Apr-18 12.75% 12.85% 12.89%|23-Feb-18 27.2 0.0 52.4
12.50% 22 JAN-2026 14.83% 14.19% 0.649,| Gorporate Bonds v'?e:i ‘r;::l: v:::/)o‘;v Corporate Eurobond v'frle:i \P;:el:l: ‘z:/)o‘;v
16.2884% 17-MAR-2027 14.92%  14.50% 0.42% DUFIL| 18.25% | 1-SEP-2022 16.22% 15.59% 0.63%|ZENITH|6.25%]|22-APR-2019 5.45% 5.32%  0.13%
12.1493% 18-JUL-2034 14.91% 14.45% 0.16%|FCMB | 17.25% | 8-DEC-2023 15.96% 15.31% 0.65%|DIAMOND |8.75%|21-MAY-2019 9.90%  9.88% 0.02%
16.2499% 18-APR-2037 14.17% 14.17% 0.00% |FIDELITY | 16.48% | 13-MAY-2022 15.41% 14.77% 0.64%|FBN | 8.25% | 07-AUG-2021 8.96% 8.98% -0.02%
FGN Eurobonds LAPO MFB|17.75%| 19-DEC-2022 18.18% 17.54% 0.64%|ECOBANK |[8.75%]| 14-AUG-2021 9.81% 9.79%  0.02%
6.50% 28-Nov-2027 7.64% 7.52% 0.12%|MIXTA|17.00%| 16-JAN-2022 15.839% 14.85% 0.54%|ACCESS|10.50%| 19-OCT-2021 8.42% 8.41% 0.01%
7.625% 28-Nov-2047 8.61% 8.39% 0.229%|STANBIC | 13.25% | 30-SEP-2024 15.69% 15.05% 0.64%|ZENITH| 7.375% | 30-MAY-2022 7.24%0 7.18% 0.06%
7.875% 16-FEB-2032 8.22% 8.05% 0.17%|STERLING | 16.50% | 3-AUG-2023 15.58% 14.93% 0.65%
5.625% 27-JUN-2022 6.01% 5.70% 0.319%|UBA|16.45% | 30-DEC-2021 15.36% 14.75% 0.61%
VIATHAN | 16.00% | 14-DEC-2027 15.72% 15.07% 0.65%

Source: DMO, FMDQ, Bloomberg, ARM Research
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Economic and Financial Calendar for the week 20th August - 24th Aug 2018

Global

20-Aug

21-Aug

22-Aug

23-Aug

Weekly Economic and Financial Commentary -

24-Aug

Germany's producer price Index - July

E.U construction Output - June

US 3 and 6-month hill Auction

Switzerland's Trade Balance - July

New Zealand Retail Sales - Q2

Canada's Wholesale sales - June

UK Public Sector net horrowing - July

(anada's Retail Sales - June

U.S Existing Home Sales - July

Japan All industry activity Index - June

Japan Manufacturing PMI - August*

U.S compsite PMI - August*™

Japan's Inflation - July

Germany's composite PMI - August*

Newzealand Trade Balance - July

France compsite PMI - August™

Germany GDP- )2

France consumer confidence - August

Domestic

FAAC Dishursement - July

Capital Importation - 02

** means Preliminary Estimate
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Nigeria’s Gross Reserve Position

Table 1: Trend in Nigeria gross external reserve ($’Billion) Table 2: Monthly Accretion/Reserve drawdown ($’Billion)

A8 0 4.50
4.00 3.82 3.76
ATS 3.50
3.00
2.50
47.0 200 1.92 181
1.50 0.98 1.33 112 1.24
46.5 1.00 0.66 I I
0.50 I 0.11 0.18
0.00 - -
46.0 -0.50
-1.00 -0.67 -0.66
= E R 2 2 2 ® 2@ 0 & 2
4&a?u:lr—ﬁi May-18 JurH13 JuH1E AUg18 én c‘i’- 8 é § i,t" E E <:E:' g —g, = én

Source: Bloomberg, ARM Research Source: Bloomberg, ARM Research
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