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Rail Transport Revenue Still Underperforming  
Railway travel is rapidly gaining importance as a mode of 
transportation in Nigeria due to its ability to ease mobility 
constraints and its accommodate a larger number of passen-
gers and products compared to other modes of transporta-
tion. Its importance to economic activity led to the govern-
ment’s railway modernisaton programme, which was aimed at 
reviving the country’s rail infrastructure. The evidence of 
these substantial investments can be seen in the successful 
rehabilitation and completion of key rail projects, such as the 
Abuja-Kaduna and Lagos-Ibadan railways. However, it is worth 
noting that the majority of these rail development initiatives 
were financed through infrastructure-backed loans obtained 
from China. We observe a disparity between the sub-sector’s 
revenue growth in recent times and the level of investments 
made by the federal government (FG). 
A combination of factors including security issues, high ex-
penditures, and non-market reflective pricing of travel tickets 
have led to the continued revenue underperformance of the 
sector. Following concerns around security, the FG suspended 
operations along the Abuja-Kaduna route in March ’22. These 
challenges have resulted in weak revenue growth in recent 
years, creating a substantial deficit between the revenue gen-
erated by the mode of transportation and the costs spent on 
servicing railway debts. The Debt Management Office’s (DMO) 
report on the country’s external debt service payments shows 
that FG spent USD528.7m on servicing railway debts between 
2017 and 2022. The total debt incurred is for the completion 
of the Idu-Kaduna, Lagos-Ibadan, and Abuja light railway pro-
jects. 
With respect to revenue, the National Bureau of Statistics 
(NBS) report on rail transportation data reveals that the total 
revenue generated by railway traffic between 2017 and 2022 
totalled NGN20.8bn. This implies a revenue shortfall of 
NGN197.9bn over the period. 
 The sector’s declining revenue trend continued in Q1 ’23. Ac-
cording to NBS data on railway transportation, the total reve-
nue generated by rail traffic decreased -42% q/q and -56% y/y 
to NGN984m. On the other hand, the government’s debt ser-
vice costs on railway infrastructure increased slightly by 1% y/
y to USD62.7m in Q1 ’23, or NGN28.2bn based on an official 
rate of NGN450/USD during the period. The wide disparity 
between the revenue generated by the sub-sector and the 
rising costs of servicing railway loans raises concerns about its 
debt sustainability. To enhance the sub-sector's performance, 
we recommend that the authorities implement market-
reflective pricing and adopt the use of technology for ticketing 
and revenue collection. Additionally, the government may 
explore concessioning the existing railway infrastructure in 
order to attract private sector investments. 

Capital Market Summary .   
Analysis of the market activity in the week ended July 07, 
2023 shows that the Nigerian equity market closed on a 
bullish note.  The NGX All Share Index and market capitali-
zation of listed equities appreciated by 3.40% each from 
the opening figures of 60,968.27 and N33,198 trillion to 
close at 63,040.41 and N34,326 trillion respectively. Its year 
to date (YTD) return stands at +23%.  
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GDP Growth Rate +2.31% March 31, 2023 

Un-employment Rate 33.30% March 31, 2023 

Broad Money Supply (M2) N54,191,661.32 March  , 2023 

Money Supply (M1) N21,352,527.87 March , 2023 

Consumer Price Index (YOY) 22.41% May ,  2023 

Monetary Policy Rate (MPR) 18.50% May 24,  2023 

Cash Reserve Ratio (CRR) 32.50% May 24, 2023 

Nigeria’s Bonny Light Crude Oil US$75.10/Bar June 23  2023 

Nigeria’s Gross External Re-

serves 

US$34.192bn June 27, 2023 
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Domestic Market Review 

OUTLOOK AND STOCK RECOMMENDATION FOR THE WEEK 10/07/23-14/07/2023) 

The Nigerian Stock Market continued its bullish run during the week. The NGXASI, recorded a 

gain of 3.40% W-o-W as compared to a gain of 2.98% recorded last week. The Nigerian Ex-

change recorded N1,128billion gain in naira terms. In Year-to-date, the NGXASI closed posi-

tive at close of the week with a gain of 23% as market capitalization settled at N34.33 trillion.  

The market may likely remain bullish during the week. The lower rates in money market in-

struments and expectation of impressive half year results may continue to impact positively 

on the market. In the coming week, we expect the market to continue to move upward and 

close on positive note because investors may continue to take position  for the half year re-

turns. We will continue to advise investors to trade only on fundamentally justified stocks as 

the weak macro economic environment remains a significant challenge for listed companies. 

In the light of the above we recommend the underlisted stocks for purchase during the week. 

DANGOTE CEMENT, UCAP PLC, UBA PLC, MTNN PLC., ACCESS PLC, WAPCO PLC ,  FIDELITY,  

FCMB, AFRIPRUD, FLOUR MILL AND TRANSCORP PLC, See the table below. 
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GAINERS FOR THE WEEK 

Seventy eight stocks appreciated in price 

during the week, as against Seventy seven 

stocks in preceding week. The top ten 

price gainers during the week were: 

LOSERS FOR THE WEEK 

Twenty five stocks depreciated in price 

during the week as against Fifty nine 

stocks recorded in the preceding week. 

The top ten price losers during the week 

were: 

EXCHANGE TRADED PRODUCTS 

(ETP) 

A total of 6,592,312 units of Exchange 

Traded Products valued at 

N49,717,773.28 in 119 deals were traded 

during the week compared with 

5,058,325 units of Exchange Traded Prod-

ucts valued at N6,781,614.49  traded last 

week in 105 deals.   

BOND MARKET 

A total units of 45,738 units of FGN Bond 

valued at N46,147,988.48 in 30 deals 

were traded during the week compared 

with 31,640 units of FGN Bond valued at 

N32,182,530.34 traded last week in 20 

deals  
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  Curr. Week Previous 

week 

% Change 

Volume 9,831 M 3,369 M   191.81 

Value N= N145,408 B N41,986 B         246.32 

Total Gain 78 77 1.30 

Total Loss 25 59 57.63 

Deals 54,478 39,764          37.00 

All Share Index 63,040.41 60,968.27 3.40 

Market Cap. N=34,326 

Trillion 

N=33,198 

Trillion 

             3.40 
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The Equity Portfolio Model which closed the previous week at 22.32% appreciated   

during the week, and closed the week at 27.84% (YTD). This can be compared 

with NGX All Share Index which closed at 18.92% in the previous week, also ap-

preciated during the week and closed  at +23% {YTD}. The EPM continued to ap-

preciate during the week under review and out performed the All Share Index of 

the market. Some of the stocks that contributed positively are ZENITH,DANCEM 

UBA, WAPCO, FLOUR MILLs, UCAP, and GTCO. Investors are thereby advised to 

take into consideration selection of stocks in diversified sectors to minimize risk, 

good dividend paying stocks and strong fundamentals to enhance the value of the 

portfolio.  Key. Tcost means total cost of the transactions including charges 

(market price*units plus charges). Unit cost is total cost per unit of the stocks. B-E 

Price is break-even price i.e the price the portfolio will not record any gain or loss. 

Target price is the price we want to sell.   
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MARKET DEVELOPMENTS (LAST WEEK ) 

Dangote Cement Plc announced the commencement of the first tranche of its newly established share buy-back programme. Tranche I 
will be executed under the approval granted by the Company’s shareholders at the Extraordinary General Meeting of DCP which held 
on 13 December 2022. Within the framework provided under Section 186 (c) of the Companies and Allied Matters Act, No. 3 of 2020 
(as amended) and Rule 398 (3)(xiv) of the Securities and Exchange Commission’s Rules and Regulations, 2013 (as amended from time 
to time) and in accordance with Rule 13.18 of the Rulebook of the Nigerian Exchange Limited, 2015. Based on the aforementioned 
shareholders’ approval, the number of shares to be repurchased under the Share Buy-Back Programme will not exceed 10% of DCP’s 
issued capital.  The Programme is being affected in tranches, with Tranche I being executed by the appointed stockbrokers on the Com-
pany’s behalf. The Company, through its appointed Stockbrokers, will at its discretion purchase DCP’s shares in the open market over 
the duration of Tranche I, subject to prevailing market conditions and under the current daily trading rules of the NGX. DCP would, 
however, not be under any obligation whatsoever to purchase any or all of the DCP shares put on offer over the duration of Tranche 
I.  The shares being bought back by the Company under the Share Buy-Back Programme will be held as treasury shares, as permissible 
under CAMA. Execution of this Tranche I is not expected to have any material impact on the Company’s financial position.  Dangote 
Cement shareholders seeking to participate in Tranche I of the Share Buy-Back Programme are hereby advised to contact their stock-
brokers or any other independent professional adviser registered as a capital market operator by the SEC for further guidance on the 

submission of trades on the NGX’s trading platform.  

Share Buyback/Share Repurchase 
A share buyback is an action where a company buys its own shares in the open market at the prevailing market price. It’s a kind 
of corporate financial management where, if a company has a lot of free cash flow, which it does not want to pay out as divi-
dends, or does not have a more profitable avenue to invest in, it could decide to use the cash flow to buy back its own shares. 
Reasons for Share Buy Back 
Market signal of undervaluation 
One major reason  for share buyback is to give signal to the market that the shares of the company are undervalued. It is often 
believed that the Board of Directors know more than the shareholders about the financial and other conditions of the organiza-
tion, such that the board knows when the company is undervalued, properly valued, or even overvalued.  
Reduction in dividend expense 
Another reason is to reduce dividend expense burden on its income statement. After the buyback, the stock bought becomes 
“treasury stocks”, with the effect that the outstanding shares become reduced by the amount which the company bought back. 
By so doing, the company now has less shares on which to pay dividends. 
Financial window dressing 
The share repurchase reduces the number of existing shares, making each worth a greater percentage of the corporation. The 
stock’s earnings per share (EPS) thus increases while the price-to-earnings ratio (P/E) decreases or the stock price increases. A 
share repurchase demonstrates to investors that the business has sufficient cash set aside for emergencies and a low probability 
of economic troubles 
For Compensation 
Another reason for a buyback is for compensation purposes. Companies often award their employees and management with 
stock rewards and stock options. To offer rewards and options, companies buy back shares and issue them to employees and 
management. This helps to avoid the dilution of existing shareholders. Because share buybacks are carried out using a firm's re-
tained earnings, the net economic effect to investors would be the same as if those retained earnings were paid out as sharehold-
er dividends. 
How Companies Perform a Buyback 
Shareholders might be presented with a tender offer, where they have the option to submit, or tender, all or a portion of their 
shares within a given time frame at a premium to the current market price. This premium compensates investors for tendering 
their shares rather than holding onto them. Companies buy back shares on the open market over an extended period of time and 
may even have an outlined share repurchase program that purchases shares at certain times or at regular intervals. A company 
can fund its buyback by taking on debt, with cash on hand, or with its cash flow from operations. 
Criticism of Buybacks 
A share buyback can give investors the impression that the corporation does not have other profitable opportunities for growth, 
which is an issue for growth investors looking for revenue and profit increases. Repurchasing shares puts a business in a precari-
ous situation if the economy takes a downturn or the corporation faces financial issues it cannot cover. Others allege that some-
times buybacks are used to inflate share price artificially in the market, which can also lead to higher executive bonuses 
Examples of a Buyback  
Custodian and Allied Insurance Plc. Through its shareholders approved buy-back of up to 5 percent of issued shares from the 

open market in 2008. The Managing Director said that by returning cash to shareholders, it would ensure long term investor con-
fidence. Custodian Plc had 4.6 billion naira in its share premium account at the end of 2008 and those funds were used for 
the buy-back.  

https://proshare.co/ir/DANGCEM?assetClass=NSE%20Listed
https://www.investopedia.com/terms/e/eps.asp
https://www.investopedia.com/terms/p/price-earningsratio.asp
https://www.investopedia.com/ask/answers/040815/what-situations-does-it-benefit-company-buy-back-outstanding-shares.asp
https://www.investopedia.com/terms/d/dilution.asp
https://www.investopedia.com/terms/t/tenderoffer.asp
https://www.investopedia.com/terms/g/growthinvesting.asp
https://www.investopedia.com/articles/stocks/10/share-buybacks.asp
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Money Market.   

The buoyant liquidity sustained the interbank 

rates at low levels this week, nudging the Open 

Repo and Overnight rates down to 0.86bps and 

1.25bps respectively. 

 Treasury Bills.   

Similar to previous NTB auction, the buoyant li-

quidity induced strong demand at the auction as 

total subscription came in at N748.07bn, higher 

than N187.12bn offered. The DMO sold only the 

initial offer of N187.12bn with a spread of 

N1.75bn, N17.16bn and N168.21bn at the 91-day, 

182-day, and 364-day respectively. Compared to 

the previous auction, the stop rate dropped across 

the three tenors to 2.87%, 4.37% and 6.23% ac-

cordingly   

Foreign Currency (EXCHANGE RATE).  

The value of the naira against US dollar fell this 

week by 99bps, settling at the N776.90/US$1 at 

the Investor and Exporter FX Fixing. 

OIL PRICE.  

The Nigeria’s oil price (WTI) appreciated slightly 

during the week under review. According to the 

latest data,   the oil price closed at $73.86 

per barrel during the week, compared with 

$70.54 recorded in the previous week . 
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Disclaimer 

This report was prepared, issued and approved by Regency Assets Management Limited (RAML). The report is based on infor-

mation from various sources that we believe are reliable. While due care has been taken in preparing it, investors are reminded that the 

stock prices fluctuate based on stock market forces.  

This report is provided solely for the information of clients of RAML who are expected to make their own investment decisions. 

Regency Assets Management Limited accepts neither responsibility nor liability whatsoever for any loss arising from the use of this report. All 

opinions on this report constitute the authors best estimate judgment as of this date and are subject to change without notice 

This report is for private circulation only. The report may not be reproduced distributed or published by any recipient for any 
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TREASURY BILLS RATES 

NTB AUCTION June 30, 2023 


