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Weekly Commentary & Stock Recommendation Summary

Global Economy
Earlier this week, the U.S. Bureau of Labor Statistics published the Consumer Price Index (CPI) data for June 2023. In June, the Headline CPI showed a month-on-month (MoM) increase

of 0.20%, which was higher than the 0.10% increase recorded in May 2023. On a year-on-year (YoY) basis, the Headline CPI rose by 3.00% in June 2023, marking its lowest annual rate in

over two years since March 2021. Excluding volatile food and energy prices, the core CPI rose by 4.8% YoY, primarily driven by a significant increase in the US housing Index, which grew

by 7.8% YoY. This accounted for over two-thirds of the US core CPI. The CPI results released by the Feds indicate a slowdown in inflation in the US and suggest that monetary policy has

been effective. However, analysts believe that this report is unlikely to prevent the Fed from raising rates again later this month, as core inflation still remains well above its 2% YoY

target. It is expected that the Fed will raise rates by an additional 0.25% during their July 25-26 meeting. In the European Union (EU), the Consumer Price Index (CPI) increased by 0.2%

MoM, rebounding from a -0.1% decrease in May. On a YoY basis, CPI grew by 4.5% in June 2023, compared to a YoY increase of 5.1% in May. This decline in YoY inflation can be

attributed to a YoY decrease in energy prices of -3.0% (compared to +0.2% in June 2022) and food prices of +13.7% (compared to 14.3% in June 2022). However, core inflation in the EU

fell to 5.7% YoY (down from 5.8% YoY in May 2023).

Domestic Economy
Earlier this week, the National Bureau of Statistics (NBS) released the capital importation data for Q1:2023. Capital importation into Nigeria increased by 6.78% QoQ to USD1.13bn (vs.

USD1.06bn in Q4:2022). The increase in capital importation was primarily driven by a significant surge of 127.61% QoQ in Foreign Portfolio Investments to USD649.28mn. However,

Foreign Direct Investment witnessed a decline of 43.48% QoQ to USD47.60mn. Furthermore, the Central Bank of Nigeria (CBN) issued a circular announcing the inclusion of the Naira as

a payout option for diaspora remittances. According to the circular, recipients of diaspora remittances now have the flexibility to receive payments in Naira, US Dollars, or E-Naira. The

circular also specifies that Deposit Money Banks (DMBs) and International Money Transfer Operators (IMTOs) are required to process the payment of funds using the exchange rate at

the Investors’ & Exporters’ (I&E) Window. This measure aims to ensure an adequate supply of foreign exchange within the banking system. In addition, the Central Bank released a

circular announcing the reduction of Cash Reserve Requirement (CRR) to 10.0% from 32.5%. They backed up this decision with the need to enable banks provide long term financing

needed to improve the Nigerian economy. We opine that system liquidity will experience a surge, further emphasizing our expectation that yields in the fixed income market will

decline in H2:2023. Finally, Access Holding PLC has announced that its major subsidiary, Access Bank PLC has entered into agreements to acquire majority of Standard Chartered’s

shareholdings in some of its subsidiaries in Angola, The Gambia, Sierra-Leone and Cameroon. The Bank will also acquire a majority equity stake in African Banking Corporation,

Tanzania. This is in line with it's five-year strategy to strengthen its presence across sub-Saharan Africa and we expect this to help the Group increase its income streams and

consequently, profitability.
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Weekly Commentary & Stock Recommendation Summary

Equities

The Nigerian Equities Market ended the week bearish for the first time after eight (8) consecutive weeks of bullish gains. The NGX All Share Index shed

75bps to settle at 62,569.73pts. This decline is coming after gaining in only the first two (2) trading days of the week. Consequently, the year-to-date

returns settled at 22.08% (last week’s print: 23.00%). This week, Banking (-14.32%), Consumer Goods (-2.29%) and Insurance (-11.53%) sectors all closed in

the red while Industrial Goods (+9.01%) and Oil and Gas (+1.43%) sectors closed bullish. DAARCOMM (+50.0% to NGN0.30), JOHNHOLT (+44.8% to NGN1.81)

and DEAPCAP (+34.6% to NGN0.35) led this week’s gainers. On the flipside, CHAMPION (-31.5% to NGN3.15), ACADEMY (-26.8% to NGN1.83) and STERLINGNG

(-25.8% to NGN3.11) led the decliners’ chart. We might see profit-taking activities in the coming week.

Fixed Income

At the primary NTB auction held this week, the average bid-to-cover ratio climbed 85bps to settle at 4.88x (vs. 4.03x at the previous auction). Following

improved demand, average stop rate declined by 39bps to 4.10% (vs 4.49% at the last auction). We observed significant demand for the 182-day bill

instrument as its average bid-to-cover ratio surged by 18.89% to 21.07x compared to 2.18x at the previous auction. Consequently, its stop rate fell by

87bps to 3.5% (vs. 4.37% at the previous auction). The bullish sentiment at the auction trickled down to the secondary Nigerian Treasury Bills market as

average yield tapered 4bps WoW to settle at 6.25%. Similarly, the secondary bond market closed the week on a positive note as average yield dropped

21bps WoW to 12.74%. This is on the back of buying interest across the curve.
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Weekly Commentary & Stock Recommendation Equity

Source: NGX, ARM Research
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Weekly Commentary & Stock Recommendation Fixed Income
This 

Week 
Prior 

Week 
WoW 

change
Primary Market 
Auction (Rates) 90 Days 180 Days 1 Year Issuance 

(N'billion) 90 Days 180 Days 1 Year

Money Market OMO OMO

Overnight (O/N) 1.58% 1.25% 0.33%

Open Repo Rate (OPR) 1.11% 0.86% 0.25%

NIBOR - 1M 6.35% 7.15% -0.80%

NIBOR - 3M 7.78% 8.65% -0.87%

NIBOR - 6M 9.31% 9.45% -0.14%

Treasury Bills Treasury Bills 91 Day 182 Day 364 Day Treasury Bills 91 Day 182 Day 364 Day

1-month 2.16% 2.38% -0.22% 12-Jul-23 2.86% 3.50% 5.94% 12-Jul-23 2.78 1.49 137.50

3-month 2.89% 2.98% -0.09% 30-Jun-23 2.87% 4.37% 6.23% 30-Jun-23 1.75 17.16 168.21

6-month 3.96% 4.57% -0.61% 14-Jun-23 4.89% 5.12% 8.24% 14-Jun-23 1.10 1.28 32.15

9-month 5.06% 5.18% -0.12% 07-Jun-23 4.48% 6.00% 9.45% 07-Jun-23 1.03 1.94 179.89

12-month 6.42% 6.24% 0.18% 24-May-23 2.29% 4.99% 7.99% 24-May-23 9.96 1.82 168.67

FGN Bonds (Local) FGN Bonds Feb-28 Apr-29 Apr-32 Jun-33 Apr-37 Jun-38 Jan-42 Apr-49 Mar-50 Jun-53 FGN Bonds Feb-28 Apr-29 Apr-32 Jun-33 Apr-37 Jun-38 Jan-42 Apr-49 Mar-50 Jun-53

14.20% 14-MAR-2024 4.91% 5.20% -0.29% 19-Jun-23 N/A 13.90% N/A 14.70% N/A 15.45% N/A N/A N/A 15.70% 19-Jun-23 N/A 86.38 9.39 18.57 N/A 100.64 N/A N/A N/A 221.56

13.53%   23-MAR-2025 9.51% 10.10% -0.59% 15-May-23 14.10% N/A 14.90% N/A N/A N/A 15.69% N/A 15.80% N/A 15-May-23 61.91 N/A 9.39 N/A N/A N/A 53.16 N/A 243.69 N/A

12.50% 22-JAN-2026 10.95% 10.59% 0.36% 17-Apr-23 14.00% N/A 14.80% N/A N/A N/A 15.40% N/A 15.80% N/A 17-Apr-23 4.70 N/A 2.10 N/A N/A N/A 95.74 N/A 266.21 N/A

16.2884% 17-MAR-2027 11.84% 12.06% -0.22% 20-Mar-23 14.00% N/A 14.75% N/A 15.20% N/A N/A 15.75% N/A N/A 20-Mar-23 70.85 N/A 21.76 N/A 144.24 N/A N/A 326.51 N/A N/A

12.1493% 18-JUL-2034 13.50% 14.07% -0.57% 13-Feb-23 13.99% N/A 14.90% N/A 15.90% N/A N/A 16.00% N/A N/A 13-Feb-23 257.41 N/A 51.12 N/A 220.56 N/A N/A 241.47 N/A N/A

16.2499% 18-APR-2037 14.35% 14.30% 0.05% Corporate Bonds This Week Prior Week WoW (%)

14.8% 26-APR-2049 14.41% 14.60% -0.19%

STERLING|16.50%|3-
AUG-2023 7.46% 7.46%

0.00%

FGN Eurobonds 16.50 MIXTA IIA 12-
OCT-2023 6.41% 6.42%

-0.01%

7.625 21-NOV-2025 8.79% 298.55% -289.76%
FCMB|17.25%|8-
DEC-2023 6.04% 6.05%

-0.01%

6.50% 28-Nov-2027 8.79% 10.09% -1.30%
ACCESS|15.50%|23-
JUL-2026 13.46% 13.38%

0.08%

7.875% 16-FEB-2032 10.47% 11.34% -0.87%
VIATHAN|16.00%|14-
DEC-2027 12.05% 11.80%

0.25%

7.625% 28-Nov-2047 10.81% 11.60% -0.79%
UNION|16.20%|27-
JUN-2029 15.59% 15.60%

-0.01%

FIDELITY|8.50%|7-
JAN-2031 13.97% 14.06%

-0.09%

Source: DMO, CBN,FMDQ, 
ARM Research

MTN COM PLC|12.75  
II 4-NOV-2031 13.93% 14.01%

-0.08%
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Weekly Commentary & Stock Recommendation Chart of the Week

Source: NBS, ARM Research.

The Banking Sector Leads Nigeria's Capital Importation.

Recently, the National Bureau of Statistics released the Capital Importation data

for Q1:2023. Total Capital imported into the economy which includes Foreign

Direct investments (FDI) and Foreign Portfolio Investment (FPI) decreased by

28.00% YoY to USD1.13bn (vs USD1.57bn in Q1:2022). For Context, FDI dropped by

68.28% YoY and 43.48% QoQ to USD47.60mn, indicating decreased investment

interest. In Q1:2023, FDI contributed only 4.20% to total capital imported, showing

a lack of appetite for long-term investments. Structural issues, insecurity,

infrastructure deficit, and FX illiquidity persist, dampening investor sentiment.

Similarly, FPI in Q1:2023 declined by 32.20% YoY to USD649.28mn, reflecting a

preference for advanced markets with higher interest rates. However, on a QoQ

basis, FPI surged by 127.61%, driven by a significant increase in equity

investment. FPI contributed 57.32% to total capital imported, indicating limited

interest in long-term investments.

On a sector basis, the Banking sector led capital importation in the quarter with

USD304.56 million, contributing 26.89% to the total. Production, IT services, and

financing sectors followed, contributing 22.61%, 19.08%, and 10.48% respectively.

The recent FX unification policy positions banks as the major counterparty for FX

transactions, further emphasizing their role in leading capital importation.
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Weekly Commentary & Stock Recommendation Stock Picks

Source: Bloomberg, ARM Research
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Copyright © 2023 Asset & Resource Management Company Limited (“ARM”).

All rights reserved. Unauthorized use, reproduction, distribution, or disclosure of this document is strictly prohibited. This material has been issued by Asset & Resource Management

Company Limited (“ARM”), a Company regulated by the Nigerian Securities and Exchange Commission. The analyst(s) primarily responsible for preparing this research report, in whole

or in part, certifies that with respect to each security or issuer covered; all of the views expressed accurately reflect his/her personal views about the subject securities and issuers and

no part of his/her compensation was, is, or will be, directly or indirectly, related to the inclusion of specific recommendations or views in the report.

This research report is based on information from sources that ARM, and its analysts believe to be reliable. Neither ARM nor any of its Research Analysts, nor any member of the ARM

Group, gives any representation or warranty, express or implied, or undertaking of any kind or assumes responsibility or liability of any kind with respect to the accuracy or

completeness of the information set out in this report or any third party’s use (or the results of such use) of such information. This report is provided solely for informational purposes

and is not to be construed as providing advice, recommendations, or endorsements of any kind whatsoever. The investments and strategies discussed here may not be suitable for all

investors; counsel of investment advisor should be obtained with regard to such investments and or strategies. This research report is not a replacement for advice from an

accountant, lawyer, personal finance advisor or other category of investment advisor. The investments discussed in this report may oscillate in price or value. Opinions and information

provided are made as of the date of the report issue and are subject to change without notice. This research report is not intended as an offer or solicitation for the purchase or sale of

any financial instrument. Reference herein to any specific security or financial instrument does not necessarily constitute or imply its endorsement or recommendation by ARM, its

directors, officers, employees, or designated agents. Members of ARM may act as broker, advisor, or lender, or make a market in any investments or issuers referenced in this report.

Further information on any of the securities discussed herein may be obtained upon request to ARM. By accepting this document, you agree to be bound by the foregoing limitations.

Research 234 (1) 270 1653 research@armsecurities.com.ng
Institutional Sales & 
Trading 234 (1) 448 8833 trading@armsecurities.com.ng

Customer Service 234 (1) 448 8282 customerservice@armsecurities.com.ng
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