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September manufacturing
PMI rose to 57.7%

S
&0 (D

Economic
Drivers

%aEl?\-ltH_rn RESEARCH

Nigeria RGDP
1.94% YoY growth in Q2-19

from 2.10% in Q1-19.

EX Reserves

External Reserves
tumbled to $41.85Bn
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Global Growth Rate IMF OCTOBER 2019 Theme: Global Manufacturing

(Revise d Downwar dS) Downturn, Rising Trade Barriers.

IMF forecasted the global growth rate to 10 years low,
forecasting a 3.0% global growth rate which is a 0.3%
downgrade from previous publication in April. Global growth
is expected to be better in 2020 with a forecast of 3.4%
global growth rate (a 0.2% downgrade from April publication).

3.0%

2019F

This downgrades were driven by the strains in some number
of emerging markets in Latin America, the Middle East, and
developing Europe. With uncertainties and prominent
Advanced Economies Emerging Economies downside risks in countries like China, United States and the

(Revised Downwards) (Revised Downwards) UK, an economic slowdown or a much more subdued pace
of global activity could materialize.

Global growth has fallen over the past year, witnessed in
both advanced economies and emerging economies.

Rising trade and geographic tension has led to a weakened
momentum in manufacturing activities.

Source: IMF
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Table: 1
2018 (%) 2019 Old Projection 2019 New Projection Difference (%)
(%) (%)
World Output 3.6 3.2 3.0 -0.2
Table: 2
2018 (%) 2019 Old Projection 2019 New Projection Difference (%)
(%) (%)
Advanced Economies 2.3 1.9 1.7 -0.2
United States 2.9 2.6 2.4 0.2
Euro Area 1.9 1.3 1.2 -0.1
Germany 1.9 0.7 0.5 -0.2
France 1.7 1.3 1.2 -0.1
Italy 0.9 0.1 0.0 -0.1
Spain 2.6 2.3 2.2 -0.1
Japan 0.8 0.9 0.9 0.0
United Kingdom 1.4 1.3 1.2 -0.1
Canada 1.9 1.5 1.5 0.0
Diner Advanced 26 2.1 16 05

Source: IMF
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Table: 3
2018 (%) 2019 Old Projection (%) 2019 New Projection (%) Difference (%)

developing Economies 9 4 39 02

Emerging and Developing Asia 6.4 6.2 2.9 0.3

China 6.6 6.2 6.1 -0.1

India 6.8 7.0 6.1 0.9

ASEAN 5.2 5.0 4.8 -0.2

Emerging and Developing 31 19 18 0.6
Europe

Russia 2.3 1.2 1.1 0.1

Latin America a.nd the 10 0.6 0.2 0.4
Caribbean

Brazil 1.1 0.8 0.9 0.1

Mexico 2.0 0.9 0.4 -0.5

Middle East and Central Asia 1.9 1.4 0.9 0.5

Saudi Arabia 2.4 1.9 0.2 1.7

Sub-Saharan Africa 3.2 34 3.2 -0.2

Nigeria 1.9 2.3 2.3 0.0

South Africa 0.8 0.7 0.7 0.0

Source: IMF
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Figure: 5
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Figure: 6
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Figure: 11
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Figure: 12 Foreign Reserves $'Bn

46.00
4512 4507 44.90

44.79
45.00 4431 44.43
44.00 iy 4T 4361 The country’s foreign reserve has been on a free
2 fall this quarter, from about $44.3Bn in September
41.85

43.00
100 4217 42.30 2018, to $41.9Bn at the end of Q3-2019.
42.00
41.00 I I I
40.00

Sep-18 Nov-18 Jan-19 Mar-19 May-19 Jul-19 Sep-19
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Figure: 7
Real GDP Growth Rate (YoY)
30.00% 3.00% O Real GDP grew by 1.94% YoY in Q2 2019,
driven largely by the oil sector with a growth
20.00% 200% rate of 5.15% YoY, contributing about 9% to
GDP.

10.00% 1.00%

O Despite government’s plan towards supporting

Agriculture and Manufacturing in the country,

0.00% 0.00%

sluggish growth rate was witnessed by the

agricultural sector with a real GDP growth rate

-10.00% -1.00%

of 1.79% YoY, while the manufacturing sector

20.00% 2.00% contracted by 0.13% YoY.

O Likewise, financial and insurance sector
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Source: NBS, Quantum Zenith Research
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Figure: 8
O The agricultural sector being the largest contributor to GDP,
Real GDP Growth Rate (QoQ) o
contributing 22.8% to GDP, recorded a growth of 7.2%
30.00% 15.00%
QoQ.
20.00%

10.00% O Despite government effort to resurrect the manufacturing

sector, it also contracted by 4.4% QoQ, contributing about

10.00% 5.00%

9.1% to GDP which is lower than previous quarter’s 9.8%

contribution to GDP.
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O Construction and Real estate sectors contributing about

-10.00% 5.00% 10.9% to GDP also grew at 12.1% QoQ and 18.8% QoQ
respectively. With the real estate sector surging from a
-20.00% -10.00% negative growth (-27.1%) to the current 18.8% QoQ.
O The Nigerian oil sector declined by 1.6% QoQ while
-30.00% -15.00%
Q2-16 Q316 Q416 Q1-17 Q217 Q317 Q417 Q1-18 Q218 Q318 Q418 Q119  Q2-19 contributing only 8.8% to the GDP, yet it contribute over
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Source: NBS, Quantum Zenith Research
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0 Real GDP Sector Growth Rate (YoY)

Figure: 9
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Figure: 10
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Source: NBS, Quantum Zenith Research
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Figure: 13

» The PMI continues to look promising in the third
:ZS quarter of 2019, according to data published by
61.00 the CBN.
60.00
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Source: CBN, Quantum Zenith Research
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Table: 4 « Capital inflows pulled back to $5.82bn in Q2-19 from

$8.49bn in Q1-19. Comparing it with Q2-18, there is a

Q&1 Q119 QEIGEHAG0-R I AN0Y 5.6% increase in total capital importation.
Foreign Direct Investments 222.89 243.37 261.34 -8.42% -14.71%
Equity 222.89 242.67 255.71 -8.15% -12.83% P I v X
. « The 314% Qo ecline was largely driven by
Other Capital - 0.70 563  -100.00%  -100.00% substantial decline in Portfolio Investments inflows.
Portfolio Investments 4,292.89 7,145.97 4,119.46 -39.93% 4.21% Table: 5
. apnle.
Equity 49684 65619 1,04839  -24.28%  -5261% o ——— e o
Bonds 316.28 565.65 400.14 -44.09% -20.96% 1 UK UK
Money Market Instruments 3,479.77 5,924.13 2,670.93 -41.26% 30.28% 313447 4531.22  1,772.53
Other Investments 1,304.44  1,09.15  1,132.74 19.00% 15.16% 2 US US US
1150.82 15323 1,204.09
Loans 890.96 75020 112166 1843%  -20.57% 2
_ 3 UAE SA UAE
Other Claims 413.48 343.86 1108 20.25%  3631.77% PYPY™Y R p—
4 S. Afiica UAE S. Afiica
Total Capital Importation -31.4% 5.6% SWi6 L 2728 | 3%.40
5 Belgium Switzerland Belgium

207.85 271.04 368.82

Source: NBS, Quantum Zenith Research
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Table: 6
Participant

International FDI 909.2  11.31% 392.2 5.35% 659.5 5.22% 192.4 2.30% 68.5 0.70%

International FPI 2,272.00  28.26% 4,320.70  58.95% 782470  61.92% 1,817.70  21.79% 2,204.70  23.40%

International Corporates 201 2.50% 173.9 2.37% 108.8 0.86% 125 1.50% 231 2.50%

Domestic CBN 2,855.90  35.52% 38.50 0.53% 147340 11.66% 3,728.30 44.70% 4,21290 44.80%

Domestic Exporters 219.7 2.73% 245 3.34% 320.7 2.54% 412.1 4.90% 245.9 2.60%

Domestic Individuals 36.8 0.46% 16.4 0.22% 53.4 0.42% 29.7 0.40% 58.7 0.60%

Domestic Corporates 1,546.20  19.23% 214350  29.24% 219560 17.38% 2,035.00 24.40% 2,381.80  25.30%

Total 8,040.80 100.00% 7,329.90 100.00% 12,636.10 100.00% 8,340.20 100.00% 9,403.50 100.00%

Source: FMDQ, Quantum Zenith Research

Figure: 14 Exchange Rates (USD/NGN)
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Inflation Rate

Figure: 15
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Figure: 17
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Figure: 16 Core Inflation Rate Trajectory
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Inflation rate stood at 11.24% (year-on-year) in September 2019, showing that
the headline inflation rate soared by 22bps. Month-on-month (m/m) headline
inflation rate increased to 1.04% up from 0.99% reported in August 2019. The
increase in the headline inflation rate was driven by the spike in food prices as
a result of excessive floods and closure of the country’s borders which raised
the food index by 34bps YoY and 8bps MoM to 13.51% YoY and 1.30% MoM
respectively. The core index also rose for the first time in 2019 by 26bps YoY
and 22bps MoM to 8.94% YoY and 0.89% MoM respectively. The currently
border closure is expected to lead to accelerated growth in food prices.

Therefore, average inflation rate for next quarter is not expected to slow down.
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Figure: 18
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Source: CBN, Quantum Zenith Research
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: . . Figure: 20

« The Iogal bourse was bearish dunng’ the third quartgr as the NSE ASI NSE AS| 5YR 32.07%
depreciated by 780bps. The Market's best performing for the quarter '
was WAPCO, gaining 32.50% during the quarter, while Forte Oil was 50,000

the highest loser, after recording a price depreciation of 41.04%. 40,000

» Market capitalization on the other hand rose by 1.85% which was 30,000
driven by the listing of Airtel Nigeria on NSE in July, adding up to 20,000
N1.364Tn to the equity market at the end of first trading day.
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Table: 7 Figure: 22
NITTY Fixing Sept-19 June-19 Dec-18 QoQ YTD 19 FGN Bond Yield Curve

Yield Yield Yield Change Change -
1 Month 1240%  1041%  14.91% 1.99% -2.51% -
3 Months 12.68%  11.63%  14.04% 105%  -1.36% < /\/;
6 Months 1296%  1252%  13.41% 044%  -0.45% = e
9 Months 1428%  12.96%  16.58% 1.32% -2.30%
12 months 14.96%  13.33%  17.34% 1.63% -2.38% 9
NITTY Average 1346%  1217%  15.26% 1.29% -1.80% ! M 3M  6M  9M 1Y 3y  5Y  10Y 16y  18Y
FGN Bond Tenor
Average 14.34% 14.24% 15.20% 0.10% -0.86%
FGN Eurobond = Sept 2019 Jun 2019 emm==Dec 2018 == == |nflation
Average 6.38% 6.42% 8.25% -0.04% -1.87% Source: FMDQ, Quantum Zenith Research

Source: FMDQ, Quantum Zenith Research . . .
Inflation rate has averaged 11.11% during the quarter, with September’s

Average yields on Treasury bills rose in at the end of Q3-2019 to 13.46%, inflation rate being the highest in the quarter, reported to be 11.24%.
while federal government bonds recorded a yield appreciation of 10bps on
average to 14.34%. Conversely, average yield on FGN Eurobond
depreciated by 4bps.

Despite rising inflation rate, the FGN Bond vyield curve still shows a
positive real return for investors as yields on treasury bills, FGN bonds
and FGN Eurobonds are above the inflation rate, rising above numbers
recorded in previous quarter.
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Equities — Our thoughts are unchanged; we look to the fundamentals as economic concerns linger

» The local bourse sustained its bearish performance in Q3 as investors watch from the sidelines with anticipation of a positive
trigger. This trend is expected to continue through Q4 and the ASI is expected to decline further.

« With no factor or incentive attracting foreign investors, sluggish economic policies accompanied with a harsh business
environment, the low relative valuation of NSE Stocks is expected to persist as sell-offs continues.

» The CBNs directive for banks to maintain a minimum L/D ratio of 65% from December 2019 is a cause for concern for many
banks, as banks avoid the risk of non-performing loans and write offs, which could potentially alter the fundamentals of some
favourite banks.

Fixed Income

» Fund managers showed conservative investment approach, as most of the capital inflows in Q3 were directed towards the
fixed income market. This is expected to continue through Q4, as the equity market is not looking so attractive enough for
both foreign and local investors.

* Yields on both treasury bills and feral government bonds is not expected to soar so high in Q4, it is expected to be in the
current corridor or even inch down.
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This document is issued by Quantum Zenith Securities & Investments Limited (Quantum Zenith) for information purposes only and should not be construed in any circumstances as an offer or solicitation of an offer to sell or to buy or subscribe for
securities or any other financial instruments

The information contained herein is confidential and is solely for the use of those persons to whom it has been addressed. The information contained is not intended for distribution to the public and may not be disclosed, reproduced, redistributed
or published in whole or in part for any purpose without the written permission of Quantum Zenith.

Recipients of this document should inform themselves about and observe any applicable legal requirements in their jurisdictions. In particular, the distribution of this document may in certain jurisdictions be restricted by law. Accordingly, recipients
represent that they are able to receive this document without contravention of any applicable legal or regulatory restrictions in the jurisdiction in which they reside of conduct business. By receiving this document, you will not be deemed a client or
provided with the protection afforded to clients of Quantum Zenith. When distributing this document, Quantum Zenith is not acting on behalf of any recipient of this document and will not be responsible for providing advice to any recipient in
relation to this document.

This document is based upon information from various sources that we believe are reliable. However, no representation is made concerning its accuracy, reasonableness or completeness. Neither Quantum Zenith nor its advisors, directors,
employees or any of its affiliates accept any liability for any loss arising from any use of this document or its contents. This document should not be used as a substitution for exercising independent judgement and has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient.

This document includes certain statements, estimates and projections with respect to the future performance of securities listed on the Nigerian Stock Exchange. Such statements, estimates and projections may reflect various assumptions
concerning anticipated economic developments that have not been independently verified. Opinions expressed are based on current events as at the date appearing on this document only and related opinion may change without notice.

Neither Quantum Zenith nor its advisers, directors, employees or any of its affiliates accept any liability whatsoever for the actions of third parties in this respect. Investments in general involve some degree of risk, including risk of capital loss. The
securities mentioned in this document may therefore not be suitable for all investors. If in doubt, please consult an independent investment adviser. Past performance is not necessarily a guide to future performance and an investor may not get
back the amount originally invested. Neither Quantum Zenith nor its advisers, directors, employees or any of its affiliates accept any liability whatsoever for any direct or indirect loss arising from the use of this document. This product may not be
used to create any financial instruments or products or any indices.

Quantum Zenith, its directors, employees or any of its affiliates may have or may have had interest in any of the companies contained herein or hold long or short positions in any of the securities mentioned herein. Directors and employees of
Quantum Zenith or its affiliates may serve or may have served as officers or directors of the companies contained herein. Quantum Zenith and its affiliates may act or may have acted as market maker in the securities contained herein. Quantum
Zenith or its affiliates may have or may have had a relationship with or provide or have provided investment banking, investment management, and/or financial services to the companies contained herein; Quantum Zenith however relies on
information barriers, such as ‘Chinese walls’ to control the flow of information.

The analyst(s) who prepared this research report hereby certifies(y) that (1) all of the views and opinions expressed in the research report accurately reflect the analyst's(s’) personal views about the subject investment(s) and issuer(s) and (2) no
part of the analyst’s(s’) compensation was, is or will be directly related to the specific recommendations or views expressed by the analyst(s) in this research report.

Quantum Zenith is authorised and regulated by the Securities and Exchange Commission, Nigeria and is a member of the Nigerian Stock Exchange. All rights in this research report and its content shall remain with the Quantum Zenith and any
rights not expressly granted are hereby reserved. No title or related rights in the research report is transferred to you, save for the limited right of use based on your relationship with the Quantum Zenith. In accessing this research report, you agree
that the contents shall be for your private use only, and not for commercial or public use. You undertake not to copy, store in any medium (including in any other website), publish, sell, transfer, distribute, transmit, re-transmit, reproduce, broadcast,
modify, incorporate into any website or any other platform by in-lining, framing or any other means or display any part of this research report without first obtaining express written permission from the Quantum Zenith to do so. By receiving and
accessing this report, you undertake to take all such steps as may be necessary or appropriate to protect the copyright and proprietary information contained this research report.
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