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Summary
Global Market

¢ The Japan Cabinet Office on Wednesday released the preliminary GDP data for Q1 2018 showing that the economy contracted 0.2% QoQ) and 0.6% YoY for the
first time since 2015. In the same vein, Q1 18 GDP for Eurozone revealed that the region is losing steam as it grew 0.4% QoQ (vs. 0.7% QoQ in Q4 17), marking
the slowest pace since Q3 16. Data released by the Federal Reserve on Wednesday showed U.S. industrial production expanded 0.7% in April amid an accelera-
tion in manufacturing (0.5%) and mining output (1.1%). OPEC in its May 2018 Oil Market Report revealed that geopolitical concerns, tightening product invento-
ries and robust demand provided support for prices, with the OPEC Reference Basket (ORB) rising 26.7% YtD and 7.3% MoM to average $65.67/b and $68.43/
b respectively.

Domestic Market:

¢ This week, the National Assembly passed the 2018 budget and raised the initial planned expenditure to N9.12 trillion from N8.61 trillion. According to media
sources, the breakdown of the expenditure revealed that non-debt recurrent, capital vote and debt service were allocated N3.5 billion, N2.9 billion and N2.2 billion
respectively. The crude oil price for oil revenue was also revised upwards to $51 from $45. Elsewhere, Nigeria’s inflation declined for the fifteenth consecutive
month as headline reading for the month of April printed at 12.48% YoY, 85bps lower than 13.34% YoY in the month of March. The decline in inflation contin-
ues to reflect the impact of base effects from higher food and energy prices in the corresponding period of the prior year.

Equaties

¢ NGSEINDX continued its losing streak for the third consecutive week, shedding -1.34% WoW to end the week at 40,472.45ppts. SOVRENIN (+30.00%) led the
advancers, followed closely by NPFMCRFB (+10.23%), FIDSON (+7.06%), and BETAGLAS (+4.99%), while JAPAUL (-25.00%), SKYEBANK (-19.15%), DIA-
MONDBANK (-18.42%) and CCNN (-17.24%) led the decliners. On a sectorial level, all sectors closed in the negative territory save for Food (+0.62%) and Real
Estate (+0.28%) sectors with Banking (-3.07%) sector topping the losing chart, followed by Oil & Gas (-2.09%) and Personal Care (-1.53%).

Fixed Income Market:

¢ Contrary to prior week, the Nigerian fixed income market closed on a bullish note as the naira yield curve dipped 26bps this week following OMO (N250 billion)
and N'TB maturity (N68 billion) during the week. Aside, FG sold N33.8 billion worth of treasury bills split across 91 Day (N3.4 billion), 182 Day (N16.9 billion),
364 Day (N13.5 billion) at stop rates 9%, 10.1% and 10% respectively. Overall, average treasury bill dipped 56bps to 13.2%, while Bonds rose moderately by 4bps
on average to 13.38%.
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Global

The week in Review ¢ In the same vein, Q1 18 GDP for Eurozone revealed that the region is
. . o o . .
¢ The Japan Cabinet Office on Wednesday released the preliminary GDP data for Q1 l;)lsmlg steam as 1t.grew 03412) QoQ vs. 0.7% QoQ in Q1 17), marking
2018 showing that the economy contracted 0.2% QoQ and 0.6% YoY for the first time the slowest pace since Q3 16.
since 2015.
Global Equities Index Returns (%) Index Characteristics Global Fixed Income Global Currencies
C Level (in WoW YTD 52-Wk P/E Cap Div.Yld 1-Yr WoW  10-yr WoW Inflation . Prior WoW YTD
ountry Index This Week
$) (%) (W) (%) (x) ($'bn) (%) Tenor (pps) Tenor (pps) (%) Week (%) (%)
US S&P 500 27141 -05 | 1.5 1 147 1208 P20 |US 229 | {307 ¢ 08 i 25 |Euro(€) 1.2 1.2 1.4 -1.9
NASDAQ 7,361 -06 | 66 i 21.6 i 244112499 10 |[UK 066 | 00 i 150 i -05 25 |GBP(E) 13 1.4 05 03
UK FTSE ASI 77791 07 | 12§ 46 {1381 41 |Euro 025 | 25 0 104 | 30 12 |JPY (¥ 110.7 1094  -12 18
France  CAC 40 56151 1.3 (5.7 F 6.1 i178¢ 10395 32 |Japan £.0.16 | 00 i 005 i -02 07 [INR(?) 68.0 673 -0 6.1
Germany XETRA DAX 13,0781 06 | 121 39 146 {31 |China P391 | <03 | 386 0.8 18 |CNY (¥) 6.4 6.3 -0.7 2.0
Japan  NIKKFI 25 92930 0.0 {07170 i175 56: 19 |India 680 | 2.1 | 7.83 1.4 436  [MXN ($) 19.9 194 26  -l4
China  Shanghai Comp 38,1930 0.0 |-341 33 1155 51658 23 |Mexico D790 | 17 1 778 1 -13 455 |RUB (p.) 62.3 619 06 74
Brazil Thovespa 81,4085 45 {66} 322 §20.5§ 370 35 |Turkey P 1748 | 36 | 14.48 6.5 10.85 |ZAR(R) 62.3 61.9 0.6 7.4
India  BSESens 34,8481 -19 | 23 1 145 1225 5078 15 |Russia D666 | 30 1 420 04 24 |EGP(f) 17.8 177 06 02
Russia  RTS 6221 -2.3 {30 130 i 7.7 | 30 6.1 |Egypt © 1628 | -6.0 i 1418 : -176 | 131 |KES(sh) 100.5 1004 -0.1 2.6
Mexico  S&P/BMVIPC | 454251 -28 | 8.0 6.0 : 214 {25 |[SouthAfrica i 747 | 07 i 902 i -20 38 |GHS(? 17.8 177 06 02
Turkey  BorsaIstanbul 100 | 102,410 05 (-112: 7.6 i 7.9 ! 04 45 |Kenya C1L13 D00 F 1291 100 3.7 |XOF () 569.3 563.1  -1.1 09
Indonesia JCI Index L 57831 00 90! 0.1 {208 4555. 23 |Ghana L1500 | 00 © 1900 i 0.0 9.55 |XAF(?) 562.6 559 06 08
Kazahastan KASE Index 2583 14 {171} 628 : 93 | 1.3 532 |Nigeria £10.70 | 40 © 1342 1 03 125 |NGN(?) 361.3 3609 0.1 -04
Vietnam VN Index 1,041 00 (57418 :185: 1389: 13 |Global Commoditie Global Indicators for the Week
South i | P i : This Prior WoW  YTD . CHG
Africa FTSE/JSE ASI 57,804—; -1.1 —2.9; 6.7 17.5 5 BES) Week Week (%) (%) Latest Prior %)
Egypt  EGX30 16,878 1 0.0 [ 124: 303 :3841  125: 21 |BrentCrude $/bbl, 789 ¢ 77.1 2.3 18.0 Japan GDP 0.2%  0.0%
Kenya NSEASI 179§ 14 {47291 i 141 250: 4.5 |OPEC Crude $/bbl] 76.8 i 744 3.2 19.1 GBP Unemployment 420%  4.20%
Morrocco  MSCIMX 842 <17 |15 29 12021 101 35 |Gasoline $/gal| 2243 1 2189 25 12.6 GBP Wage data 2.90%  2.80%
Ghana  GSE Composite 3,384} 2.1 {312} 769 | 729 547 09 |NawralGas — $/MBw 29 | 28 | 17 2.9 EUR GDP 2.50%  2.50%
Tunisia  Tunlndex 78741 01 174} 288 i19.1] 07 20 |Gold $/t02/1292.01 1319.3 | -2.1 -0.8 US Retail sales 0.30%  0.80%
BRVM  BRVM 222¢ -3.1 [ -88:-168 314! 272 16 |Sugar $/b, 117 ¢ 112 0.0 225
Mauritius  SEMDEX 92751 0.1 |33 111 i169i 94 Wheat S/bshi 5153 1 4988 | 33 | 137
Nigeria  NGSE ASI 40,4721 -1.34 15.83:44.02 114 404 4.6 |Crude Palmoil MYR/MT 2450.0} 2381.0 i 0.0 #N/AN/A

Source: Bloomberg, Reuters, ARM Research
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The week in Review ¢ Nigeria’s inflation declined for the fifteenth consecutive month as headline
. . . 0
¢ This week, the National Assembly passed the 2018 budget and raised the reading for th'e month of April printed at 12'4? o .YO.Y’ 8?bps lovxier than
. ) - e 13.34% YoY in the month of March. The decline in inflation continues to
initial planned expenditure to N9.12 trillion from N8.61 trillion. The break- . . . .
) ) reflect the impact of base effects from higher food and energy prices in the
down of the expenditure revealed that non-debt recurrent, capital vote and di od of the prior vear
debt service were allocated N3.5 billion, N2.9 billion and N2.2 billion respec- COTTESPONAInG period of the priot year:
tively.
Currency This Week ::,::l: vzr;;o‘;v Y;}‘/o? Key Indicators Period Latest Prior (CPI:S
External Reserve ($'bn) 4779 47.87 0.0 0.2 Capital Importation Ql1 18 $6.3 bn $5.4 bn 16.7%
USD/NGN (/%)
NAFEX 360.85 361.05 0.0 0.0 FPI (Foreign Inflow) Apr-18 64.3 bn 69.7 bn -7.7%
Parallel 363 362 0.0 0.0
Economic Snapshot Latest (%) Prior CHG 2018
(PPs) Ave. |
Inflation YoY (March)
Headline 12.48 13.34 0.9 13.8
Core 10.92 11.18 1.0 11.47
Food 14.8 16.08 0.9 16.85
GDP (%) - YoY Q417 Q3 17 FY 17 FY18F
Real GDP 1.9 1.4 0.8 2.6 News Headline for the week (click news for link)
Oil 8.4 25.9 5.5 9.1 * Govs Seek to Take Over Fuel Subsidy Payments
Agriculture 4.2 3.1 3.4 3.3
Manufacturing 0.1 -2.9 -0.2 2 * Fitch Affirms Nigeria’s ‘B+> Rating, Negative Outlook
Services -0.8 -3.1 -0.8 1.4
Labor Data (%) -0Q3 17 Latest Prior |* ABCON wants CBN to review exchange rate band
Unemployment Rate 18.8 16.2
Underemployment 21.2 21.1 [* NNPC, Nigeria’s Oil Behemoth Records N547bn Losses in Three Years
Capital Importation ($'mn) - Q4 17 Q118 Qe 17 %;3 (::):;
Foreign Portfolio Investment - Equities 701.61 989.2 -0.3 5.88 |* Split petroleum licences in PIB, NNPC tells N°’Assembly
Bonds 335.88 309.5 0.1 N/A
Treasury Bills 3,527.6 2,178.8 0.6 15.7 |* NNPC issues two-year crude lifting contracts to traders
Foreign Direct Investment 246.6 378.4 -0.3 0.2
Balance of Payment ($'mn) - Q3 17 Q3 17 Q2 17 Q1 17 ((I:z;:)g'
Trade Balance 3,897 1,997 2,267 0.95
CA Balance 2,293 1,226 2,703 0.87

Source: CBN, NBS, FMDOQ, Aboki FX, ARM Research
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The week in Review ¢ Loses were seen across all the sectors save for Food and Real Estate sectors
. . . . . . .

¢ The Nigeria equity market was largely bearish over the week, shedding 44bps which gained +0.62% and +0.28% respectively. Banking sector was the big-

on Friday and 134bps at the end of the week. gest loser (-3.07%) followed closely be the Oil & Gas (-2.09%) and Personal

Care (-1.53%) sectors.

¢  Whilst SOVRENIN (+30.00%), and NPFMCRFB (+10.23%) were the top

gainers, JAPAUL (-25.00%), and SKYEBANK (-19.15%) were the top losers.
Imdex Pesformanoce Index Retunrns (6] Sector Performance Retuarns (%)

Tl I O I 1 wvear WA W L W e
MNSE AST -1.95 -2.49 5. 85 A 12 Bankings -5 .07%e -2 25%%0 11 25%
MNSE AST ($) -0 T4 —-O.0= [ 129 L B Brewers -0 55% -4 590 —-5_15"
Mhillarket Cap (#'ba) g . —O O DS o051 Cement 0 2400 -5 85494 5_859%:%.
Miarket Cap (Fran) 095 O 0= L N .55 FPer=zomnal Care -1_55%% -11.855%% 14 &55%:
MNSE S0 -2 0 -1.94 22 4.2 56 Construcibon (N T T _29%% b B
NSE Premiurm -1.15 -1.01 15 .39 54 97 Food OS2 5. 45045 1 6550
NSE 50 -1 97 -2 25 5. 39 47T 65 Insurance A 59% 0 _55%% —0_ 1 10%
NSE ASFEFML (nn ln ) -5 0 -11.85 -19.85 il & Gas -2 OS9te 1 920%% g S0
MNSE Banking -1.27 -1.45 = ko] 52 T7TE F.eal Estate O _28%% -2 4405 -1 _45%%
NSE Imnzurance .89 . B RS Soa 1457 ARM Indices
MNMNSFE Consurmer -2 95 O 5= -0.11 5701 W oW L i
NSE 1l & Gas -5.82 .91 5. 856 15661 Large Cap [Top 110%%) 0. 95% -1_98%% 5 _02%
NMSE Imdustrial I SOy o 4 25 21 9 Mhd Cap (hOid S0%%) 5. 75%a — 5T 0% T a0
™WSE Loas -1.25 -1.65 5. 70 AT S Smnall Cap (Bottorn &0 %) 29 T O -1 85 29%% -52 95%a
NSE Pensions -S5O -1_84 1275 61_58 W oolumnyre amnd Valuwe Traded (millicns)
- - :-al:::_: 10 Taosers —— .l (2 _—— = Wolumase (LTmits
Clomuprammy Cloamm prarmy el WA AT B

SOWVEREIGMN TRILIS, FERERS: S 0.50 T 391‘1"2?‘*""3 391‘1"2?‘1"*'3
INEPF SEKYFE BATNED L I oY -19_ 1%
FITDSOOIN 576 7 1% DITANICOND BATNED 1. 55 -15 4%
BETA GLASS 87.55 500 comng 24 00 17 2% P
CONTINENTAL 1.50 4. 9% FIDELITY 215 —la. Toe S1o7. 00804 =
TIACTT o 25 4T O TN I Ty R AFPT T AT, o .56 14 S5t 3
PRESTICGE O 4-5 4. 50 EQOUITY ASSTIR.A™ o225 —-15_5%a
CLITI> 5 15 F_5%% OOE CONWITT TS oAy -1 9% .‘___... -..__-__ —_—
CAP FL.C A0 OO 2 8% C&L ILEASTNG 1. 4% 12 S9%a -
FCMLB 250 o 404 NIGER INSTLIRATNC o021 _12.5%% 14-Dullay 15-MLay 16-MLay 17-Mllay 18-MAay

Somnrce: NMSE, BEloocmberg.,. ARM Resaearch
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Fixed Income

The week in Review

¢ Contrary to prior week, the Nigerian fixed income market closed on a bullish
note as the naira yield curve dipped 26bps this week following OMO (N250
billion) and NTB maturity (N68 billion) during the week.

Aside, FG sold N33.8 billion worth of treasury bills split across 91 Day (N3.4
billion), 182 Day (N16.9 billion), 364 Day (N13.5 billion) at stop rates 9%,
10.1% and 10% respectively. Overall, average treasury bill dipped 56bps to

13.2%, while Bonds rose moderately by 4bps to 13.38%.

This Prior WoWw 91 250 364 91 250 364

Week Week change Primary Market Auction (Rates) Days Days Days [Issuance (N'billion) Days Days Days
Money Market OMO OMO
Overnight (O/N) 9.00%  73.42% (64.42)|10-May-18 11.05% 12.50% 10-May-18 3.0 451.2 0.0
Open Buy Back (OBB) 7.83% 65.00% (57.17)|03-May-18 11.00% 12.10% 03-May-18 175.5 4245 0.0
NIBOR - 1M 14.04% 13.65% 0.39 [26-Apr-18 10.31% 12.00% 26-Apr-18 37.3 247.7 0.0
NIBOR - 3M 14.90% 14.61% 0.29 [12-Apr-18 12.20% 13.95% 12-Apr-18 5.3 111.2 0.0
NIBOR - 6M 16.67% 16.33% 0.34 |23-Mar-18 12.60% 14.39% 23-Mar-18 INil 150.0 0.0
Treasury Bills Treasury Bills 91 Day ll):i ]:;(:; Treasury Bills 91 Day ll):i l:;(:;
1-month 12.72% 9.17% 3.55 |17-May-18 10.00% 10.50% 10.70%|17-May-18 3.4 16.9 13.5
3-month 12.77% 13.87% (1.10)[{02-May-18 0.00% 0.00% 0.00%]|02-May-18 9.5 17.6 68.1
6-month 12.67% 14.02% (1.35)[19-Apr-18 10.90% 12.00% 12.08%|19-Apr-18 5.4 8.4 40.2
9-month 14.17% 13.39% 0.78 [05-Apr-18 11.75% 12.70% 13.04%|05-Apr-18 6.2 4.0 85.5
12-month 14.07% 14.13% (0.06)[22-Mar-18 11.95% 13.00% 13.15%|22-Mar-18 13.0 65.0 52.0
FGN Bonds (Local) FGN Bonds 5Year 7Year _!% |FGN Bonds 5Year 7Year _1°

ear Year
16.00% 29-JUN-2019 11.78% 11.78% - 25-Apr-18 0.00%  0.00%  0.00%|25-Apr-18 0.0 0.0 0.0
15.54% 13-FEB-2020 13.06% 13.25% (0.19)(23-Mar-18 13.40% 13.53% 13.60%(23-Mar-18 100.5 89.1 45.1
14.50% 15-JUL-2021 13.63% 13.48% 0.15 [23-Feb-18 13.70% 0.00% 13.98%(23-Feb-18 27.2 0.0 524
16.39% 27-JAN-2022 13.54% 13.48% 0.06 |[24-Jan-18 13.38% 0.00% 13.49%|24-Jan-18 45.1 0.0 64.9
14.20% 14-MAR-2024 13.54% 13.38% 0.16 [13-Dec-17 13.19% 0.00% 13.21%|13-Dec-17 24.8 0.0 61.5
Thi Prior Thi Prior
12.50% 22-JAN-2026 13.49% 13.47% 0.02 |Gorporate Bonds Week  Weelk V:LZ‘;V Corporate Eurobond Week Weol VZ’Z‘;V
16.2884% 17-MAR-2027 13.46% 13.39% 0.07 [DUFIL| 18.25%| 1-SEP-2022 15.32% 15.23% 0.09%|ZENITH|6.25% | 22-APR-2019 5.94% 5.73%  0.21%
12.1493% 18-JUIL-2034 13.29% 13.16% 0.13 [FCMB|17.25%|8-DEC-2023 14.90% 14.75%  0.15%|DIAMOND |8.75%|21-MAY-2019 9.70% 9.24°%  0.46%
16.2499% 18-APR-2037 13.37% 13.02% 0.35 [FIDELITY | 16.48%]| 13-MAY-2022 14.54% 14.46% 0.08%|FBN|[8.25%|07-AUG-2020 9.84% 9.66%  0.18%
FGN Eurobonds LAPO MFB|17.75%]| 19-DEC-2022 17.24% 17.14% 0.10%|ECOBANK|8.75%| 14-AUG-2021 9.81% 12.23% -2.42%
6.50% 28-Nov-2027 6.76% 6.68% 0.08 [MIXTA|17.00%| 16-JAN-2022 14.28% 14.36% -0.08%|ACCESS|10.50%]|19-OCT-2021 7.11% 6.70%  0.41%
7.625% 28-Nov-2047 7.70% 7.69% 0.01 [STANBIC|13.25%|30-SEP-2024 14.53% 14.41% 0.12°%|ZENITH|7.375%|30-MAY-2022 7.04% 6.71%  0.33%
7.875% 16-FEB-2032 7.31% 7.25% 0.06 [STERLING | 16.50%| 3-AUG-2023 14.56% 14.43% 0.13%|UBA|7.75% |08 JUN-2022 7.35% 7.11%  0.24%
5.625% 27-JUN-2022 5.41% 5.35% 0.06 [UBA|16.45%|30-DEC-2021 14.50% 14.45% 0.05%
VIATHAN | 16.00% | 14-DEC-2027 15.87% 15.77% 0.10%

Source: DMO, FMDQ, Bloomberg, ARM Research
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Economic and Financial Calendar for the week 21st May - 25th May 2018

Monday Tuesday Wednesday Thursday Friday
21-May 22-May 23-May 24-May 25-May
OPEC Meeting (anada Wholesale Sales (March) Japan Nikkei Manufacturing PMI (May) UK Retal Sales (February) [taly Trade Balance (Apri)
Chicago Fed National Activity Index - Aprl AP Weekly Crude O1l Stock Japan All Industry Activity Index (March) Japan Tokyo CPI (May) UK GDP- Q1 2018 (Prelimmary)
UK Inflation Report Hearings France ILO Unemployment Q1)
r Germany Q1 2018 GDP
el
A
0] France PMI Composite - May (Preliminary)
Euro Markit PMI Composite - May (Prelimmary)
UK Producer & Consumer Price Index (April)
FOMC Minutes
-g Nigerian GDP by Output (Q1 2018) FAAC April 2018 Disbursement
?
e
A
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CHART OF THE WEEK Figure 1: Trend in Expenditure and Capital outlay
e Farlier in the week, the National Assembly (NASS) finally passed the mmmm Aggregate expenditure mmmmm Budget CAPEX emm== CAPEX Implementation RHS
2018 budget after six months since the President submitted the 2018 10 000 6 120 90%
o . . o ,
appropriation bill to the parliament. 9,000 25 9% 69.0% 76.8% o0 80%
e Interestingly, the NASS revised the proposed 2018 aggregate ex- 8,000 7 441 70%
penditure u.pwa.rds by 5.8% to §9. 1 .trillion (vs. §8.6 trillion previous- 7,000 . 060 60%
ly) even as it raised the crude oil price assumption to N51 from N45 6,000 ‘
O,
vis-a-vis the oil revenue estimate. 5 000 4,697 4,987 4,695 5,068 50%
’ 40%
e According to provided breakdown, much of the increase in the pro- 4,000 > 870
. . . ’ 30%
posed budget was allocated to capital expenditure (CAPEX) which 3,000 2,175
rose to N2.9 billion from previously budgeted N2.4 billion. 2,000 1,340 1,621 1120 1,587 20%
. . . . 1,000 ' 557 10%
e Focusing on the increase in CAPEX, the revised amount represents
31.5% of aggregate expenditure which is higher than 25% contribu- B 0%
. . . e . s 2012 2013 2014 2015 2016 2017 2018
tion in the last 6 years. This development is in line with FG’s plan to
.. N .
all.oca.te minimum 30% of the b.udgeted expenditure to CAPEX to Figure 2: Composition of Aggregate expenditure (2013-2018)
drive infrastructure development in the country.
m CAPEX m Recurrent expenditure W Debtservice
e Over the last 6 years, FG has on average implemented 69% of 100%
planned CAPEX. We think this could be better and would possibly be 00%
higher in 2018 as the present government would aim to achieve much 80%
on this front to win electorates ahead of the 2019 election. 0%
e Opverall, in our view, the increase in budgeted CAPEX without drive 60%
to ensure full implementation is only a futile attempt. In other words, 50%
full implementation of the capital expenditure is key as that 40%
would be an enabler of productivity and economic growth in the 30%
economy. 20%
10%
0%
2013 2014 2015 2016 2017 2018
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