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CBN Directs Banks to Harmonise Reporting Requirements
on Foreign Currency Exposures

The Central Bank of Nigeria (CBN) has noted with concern
the growth in foreign currency exposures of banks through
their Net Open Position (NOP). This has created an incentive
for banks to hold excess long foreign currency positions,
which exposes banks to foreign exchange and other risks.
Therefore, to ensure that these risks are well managed and
avoid losses that could pose material systemic challenges,
the CBN issues the following prudential requirements:

1. Prudential Requirements

a) The Net Open Position (NOP) limit of the overall foreign
currency assets and liabilities taking into cognizance both
those on and off-balance sheet should not exceed 20% short
or 0% long of shareholders’ funds unimpaired by losses using
the Gross Aggregate Method. b) Banks whose current NOP
exceed 20% short and 0% long of their shareholders’ funds
unimpaired by losses are required to bring them to pruden-
tial limit by February 1, 2024. c) Banks are required to com-
pute their daily and monthly NOP and Foreign currency trad-
ing position (FCTP) using the attached templates. d) Banks
are also required to have adequate stock of high-quality
liquid foreign assets, i.e. cash and government securities in
each significant currency to cover their maturing foreign
currency obligations. In addition, banks should have in place
a foreign exchange contingency funding arrangement with
other financial institutions.

2. Other Requirements

a) Banks should borrow and lend in the same currency
(natural hedging) to avoid currency mismatch associated
with foreign currency risk. b) The basis of the interest rate
for borrowing should be the same as that of lending i.e.
there should be no mismatch in floating and fixed interest
rates, to mitigate basis risk associated with foreign borrow-
ing interest rate risk. c) With respect to Eurobonds, any
clause of early redemption should be at the instance of the
issuer and approval obtained from the CBN in this regard,
even if the bond does not qualify as tier 2 capital. d) All
banks are required to adopt adequate treasury and risk
management systems to provide oversight of all foreign ex-
change exposures and ensure accurate reporting on a timely
basis. e) Banks are expected to bring all their exposures
within the set limits immediately and ensure that all returns
submitted to the CBN provide a accurate reflection of their
balance sheeis. Please, note that non-compliance with the
NOP limit will result in immediate sanction and/or the sus-
pension from participation in the foreign exchange market.
Capital Market Summary .

Analysis of the market activity in the week ended February

02, 2024 shows that the Nigerian equity market continued
with the bullish run. The NGX All Share Index and market
capitalization of listed equities appreciated by 1.97% and
2.00% from the opening figures of 102,401.88 and N56,038
trillion to close at 104,421.23 and N57,158 trillion respec-
tively. Its year to date (YTD) return stands at +39.65%.

MACROECONOMIC INDICATORS

GDP Growth Rate +2.51% June 30, 2023
Un-employment Rate 4.10% June 30, 2023
Broad Money Supply (M2) Nb54,191,661.32 ]uly ,2023
Money Supply (M1) N21,352,527.87 July, 2023

Consumer Price Index (YOY) 28.92% December , 2023
Monetary Policy Rate (MPR) 18.75% December 21, 2023
Cash Reserve Ratio (CRR) 32.50% December 21, 2023

Nigeria’s Bonny Light Crude Oil US$83.36/Bar January 19, 2024

Nigeria’s Gross External Re- US$33.249bn January 18, 2024

serves

Source: Central Bank of Nigeria (CBN)
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Domestic Market Review

OUTLOOK AND STOCK RECOMMENDATION FOR THE WEEK 05/02/24-09/02/2024)

The Nigerian Equity market gained in three out of the five trading sessions for the week. The benchmark all-
share index (ASI) rose from 102,401.88 points in the previous week to 104,421.23 points, posting a gain
of +1.97% as the year-to-date (YTD) return rose to 39.65%. Investors gained N1.12trn for the week as market
capitalization rose to N57.16trn. A total turnover of 3.89bn shares worth N95.15bn was traded in 69,117
deals for the week compared with a total of 2.98bn shares valued at N57.87bn exchanged in 67,962 deals in
the previous week. The unlisted OTC Exchange ended in the green zone for the week, as the benchmark NASD
Securities Index (NSI) posted a gain of +6.31%, with investors gaining N90bn as market capitalization rose from
N1.39trn in the previous week to N1.48trn. We expect the market to maintain its positive performance on
positive earnings releases and investors may continue picking fundamentally sound stocks in the coming
week. 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 rec-
ommend the underlisted stocks for purchase during the week.

TRANSCORP, WAPCO PLC, MTNN PLC., ACCESS PLC, DANGOTE SUGAR, and NASCON Multiverse, RT BRISCOE,
OMATEK, CHAMS, LASACO and OANDO were recommended as speculative STOCKS.

RECOMMENDED STOCKS

STOCK ANALYSIS FOR INVESTMENT
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STOCK MARKET REPORT

Domestic Market Review

GAINERS FOR THE WEEK

Twenty seven stocks appreciated in
price during the week, as against Thirty
eight in preceding week. The top ten
price gainers during the week were:

LOSERS FOR THE WEEK

Thirty five stocks depreciated in price
during the week as against Sixty five
stocks in the preceding week. The top
ten price losers during the week were:

EXCHANGE TRADED PRODUCTS
ETP

A total of 181,095 units of Exchange
Traded Products valued at
N40,091,113.74 in 522 deals were trad-
ed during the week compared with
77,804 units of Exchange Traded Prod-
ucts valued at N27,478,146.18 traded
last week in 385 deals.

BOND MARKET

A total of 52,338 units of FGN Bond
N51,123,192.66 in 31 deals were traded
during the week compared with 98,426
units of FGN Bond valued at
N95,304,075.19 traded last week in 60
deals

MARKET SUMMARY

TOP TEN GAINERS

Curr. Week Previous % Change
week

Volume 3,893 M 2,981 M 30.59
Value N= N95,147 B N57,873 B 64.41
Total Gain 27 35 -22.86
Total Loss 35 65 -46.15
Deals 69,117 67,962 1.70
All  Share | 104,421.23 102,401.88 1.97
Index
Market N=57,158 N=56,038 2.00
Cap. Trillion Trillion

Company  |Op.Price |cl. Price |Gain Gainin %

TRIPPLE GEE 2,83 4,02 1.19 42,05
MEYER 3.56 43 0.74 20.79
CORNERSTON 1.58 1.90 0.32 20.25
VERITAS 0.59 0.70 0.11 18.64
Jull 0.59 0.70 0.11 18.64
GEREGU 495.00| 568.00| 73.00 14,75
OANDO 12.55 14.05 1.50 11.95
DANCEM 694,10 ( 763.00( 68.90 9,93
BERGER PAIN 15.80 17.35 1.55 9.81
MCNICHOLS 1.48 1,58 0.10 6.76

TOP TEN LOSERS

Company Op.Price | Cl. Price | Loss Loss in %
DAAR COMM 0.90 0.70 (0.20) (22.22)
ETERNA 27.45 22.10 (5.35) (19.49)
SUNU 2.25 1.82 (0.43) (19.11)
DEAP CAPITAL 0.80 0.67 (0.13) (16.25)
MAY BAKER 7.50 6.30 (1.20) (16.00)
UNIVERSAL 0.46 0.39 (0.07) (15.22)
CWG 7.80 6.70 (1.10) (14.10)
CADBURY 22,95 20.00 (2.95) (12.85)
NEM 8.50 7.45 (1.05) (12.35)
HONEYWELL 491 431 (0.60) (12.22)

Source: Nigerian Stock Exchange (NSE) & Regency Research
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MODEL EQUITY PORTFOLIO

PORTFOLIO VALUATION AS AT 0210212024
Ut |BE  |Current |Target price Dividend | TOTAL Gain/Loss

PDate  |Stock Lnits Teost Cost | Price | Price | 30%App | METVALUE | Dividend | TOTALVALUE G/LY%
11204 |WARCO S0000( 1goeso000| A3 J2|  MAS| 40T 200014609 9000000  2110,046.00| 503646.09| 3138
1204 |UBA S0000( L30815000| 2696| 26.65) 2800  3401| A37458300( 000000 1383583.00) 7TAAM0| AT
112024 |ACCESS 0000 18065000 2561 2405 200 3070 13240075 ( 900000 133449075 19384075) 13.3
U204 |TRANSCORP | s50000| 44166000 | 883 900 1640(  1148| 76602065 900000 76502065 32336065 TIM
1204 |MIN S0000| 1346400000\ 26928| 20426 20000 350.06| 1423675080 900000 1424575250 TR176250| 9.8
V1204 (FIDELITY | s0000( S5a3s000( 1407 27| 1280 1439 6288080 ( 900000 6376080  8403080| 1549
U204 DANGSUGAR| 50000| 280700000 884|922 8000|  TRSR| 39278000( 6750000 399488000 | 1,087.880.00( 37.42
V1204 |ZENTH 0000 LY7LISO00| 42| 06| 80|  6125| 19304388| 1350000 195264388 |- 18506.3(- 04
U120 [UCAPPLC | s0000( Li7300000( 2546| 2089 ( 28001 050 11292475 | 6790000 11%6.62078 ;FATG| 20
U204 |GICOPLC | 50000| 206550000 4030 07| 4186  B370| 200976299| 1350000 209328299 - 12UT01|- 0.9
11204  FLOURMILL{ 50000 | 168535000( 3371|333 420 4382 202260070 9675000 211936000 | 43380070| 2574
11204 {DANCEM S0000| 1631490000 3260 | 33233 76300 42419 | JTAGT.86.75| 90000000 | 38,967,386.75 | 22,042,486.75 | 136.11
11204 |FBNH S0000( 120105000) 2402| 2447 2620  1.23| 1286.21695| 680000 136460695 15356695 1279
45,872,460.00 10,143,006.80 71,50,156.80 | 26,632696.80|  95.08

The Equity Portfolio Model which closed the previous week at 51.04% appreciated
during the week and closed at 55.88% (YTD). This can be compared with NGX All
Share Index which closed at 36.95% in previous week , appreciated during the
first week of the year and closed at +39.65% {YTD}. The EPM appreciated during
the week under review and over-performed the All Share Index of the market.
Some of the stocks that contributed positively are DANCEM, DANSUGAR, and
NASCON 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

SE". Source: Nigerian Stock Exchange (NSE) & Regency Research
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Geregu in, FBN Holdings Out as 12 Listed Companies Hit N1trn Market CAP as of January 18th 2024

Based on data available on the Nigerian Exchange, about twelve (12) quoted companies have now hit the N1trn Market
Capitalisation mark as of January 18" 2024. Dangote Cement Plc topped the list with N9.25trn Market CAP, followed by
Airtel Africa and MTN Nigeria with N7.52trn and N6.05trn, respectively. Others on the list are BUA Cement Plc (N4.57trn);
BUA Foods Plc (N4.32trn); Zenith Bank (N1.39trn); Seplat (N1.36trn); GTCO (N1.34trn); Geregu Plc (N1.17trn) UBA PIc
(N1.06trn); Access Holdings Plc (N1.05trn) and Transcorp Hotels Plc (N1.02trn). Four companies from the Financial Ser-
vices sector dominated the list as two from Industrial Goods and ICT sectors also make it into the list. Other sectors rep-
resented are Consumer Goods, Services, Oil & Gas, and Utilities, all have (1) each. Geregu and Transcorp Hotels Plc were
both in the list of companies near the N1trn Market CAP while FBN Holdings Plc that has now dropped off the N1trm
Market CAP list has a Market CAP N1.03trn as of January 9" 2024. It is important to note and watch out for the following
four (4) companies as they near the N1 trn Market CAP mark. Top among the four companies is FBN Holdings Plc with
N967.38bn Market CAP, followed closely by Nestle Nigeria Plc, Dangote Sugar Refinery Plc and Stanbic IBTC Holdings Pic
with N948.02bn, N929.24bn and N842.20bnrespectively..

INVESTMENT BASICS

nvestment in Bonds

What is a bond?

A bond is a loan and the investor or holder of the bond is the lender. When you purchase a bond, you are lending money to a government, local govern-
ment council, state government, federal agency or a corporation, known as the issuer.

What is the difference between a bond and a stock?

The key difference between stocks and bond is that stocks make no promise about dividends or returns, but when the Government Issue a bond, it guar-
antees to pay back your principal (the face value) plus interest. If you buy the bond and hold it to maturity, you know exactly how much you are going to
get back. That is why bonds are also known as ‘fixed-income’ investment — you are sure of a steady payback or yearly income.

The buyer of stocks or shares in a company has purchased part of the equity and becomes part —owner. He is only entitled to dividend declared by the
company when it makes profit. What are the types of Bonds?

Sovereign Bond(such as FGN Bond) When you buy FGN bonds you are lending funds to the federal government for a specified period of time.

State and Local Government Council Bonds When you purchase state and local government council bonds you are lending to the issuers who promise to
pay you a specified amount of interest (usually semi - annually) and return the principal to you on a specific maturity date.

Government Sponsored Enterprise Bond These are bonds that help support project relevant to public policies, such as helping certain groups, such as
farmers, homeowners, students, etc to raise money for financing specific projects. Corporate Bond Corporate bond are debt obligation issued by private
or public corporations. Are there Risk and Reward in investing in bond?

Any time you lend money you run the risk that it will not be paid back — credit risk. Another source of risk for certain bonds (bond with call option) is that
your loan may be paid back early, or ‘called’ this is known as prepayment risk. When you buy a bond, the prospectus will indicate whether a bond is calla-
ble and give you a ‘yield-to-call’ figure. The greatest danger for a buy —and-hold bond to an investor is rising inflation rate — inflation risk. A rise in infla-
tion makes prices fall and yields-or interest rates-rise. However, inflation risk, credit risk and prepayment risk are all figured into the pricing of bonds. The
more the risk the higher the yield. Investors demand higher yields for longer maturities, as the longer you tie your money up in a bond the more at-risk.
Why should I invest in FGN bond?

Retirement, Starting or expanding a business, Settlement after apprenticeship, Pay children school fees in future(e.g for University education), Building a
house, Future projects by town unions, associations, student union, To fund future social events such as Marriages and weddings, etc, Settlement of pen-
sion insurance obligation( for Corporate Fund Managers), etc What is the attractiveness/benefits of FGN Bonds to the investors?

It serves as risk-free investment, It is income is tax exempt, It provides relatively high and stable returns

The principal element ( collected at maturity) can be used as collateral for securing credit facilities from banks, Bondholders that want cash can trade the
bonds on the floor of Nigeria Stock Exchange(NSE) for immediate cash before maturity, It qualifies as liquid assets for banks from two years to maturity,
What are the benefits of FGN bonds to the Economy?,

It fosters economic development by promoting the use of long-term funds for long-term investment in the economy, It serves as an efficient way of mobi-
lizing domestic financial resources for productive investment in a non-inflationary manner, It allows self reliance of the country by reducing over reliance
on short-term borrowing form CBN & commercial banks, It provides a basic infrastructure for the development of the financial system and the overall
economy, It serves as a diversified portfolio investment outlet to corporate and individual investors

What are the benefits of FGN bonds to the Government? It helps government funds its deficits in a non-inflationary manner, It provides benchmark yield-
curve for pricing other securities/bonds, It engenders rational management of Government’s fiscal and monetary operations, It provides the basic infra-
structure for the development of the financial system and the overall economy, It strengthens the implementation of monetary policy by the Central Bank
of Nigeria, It introduces transparency, discipline and stability in the financial system How to invest in FGN Bond Forms can be obtained from any of the
authorized dealers. Complete the application forms and submit through any of the dealers Common- price auction system is normally employed as op-
posed to multiple price auctions Payments for the allotment are payable in full on application Minimum of N10,000.00 and multiple of N1,000 thereafter.
Investors can also access the FGN bonds after the auction through the secondary market. FGN bonds purchase is confirmed by registration in the deposi-
tory (CSCS) or by issue of certificates. Interest is paid semi-annually until the maturity date when the principal amount is repaid. Payment of interest is
through issue of interest warrant(cheque) or direct transfer to current or savings bank accounts. Bondholders who do not want to hold the bonds until
maturity date can sell them at any time on the floors of Nigerian Stock Exchange or Over the Counter (OTC), through, any of the dealers.

Source: Nigerian Stock Exchange (NSE) & Regency Research
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NIGERIAN INTER BANK OFFER RATE NIBOR
Money Market.

During the week, the OMO and Bond auction mopped
up system liquidity, nudging the interbank rates high- W-0-

26-Jan-24 2-Feb-24 W %

Nhannaa

er. As expected, the Open repo rate (OPR) and Over-
night rate (O/N) increased week-on-week by 14.90%

OPR (%) |[17.58 20.2 o
and 12.59% to settle at 20.20bps and 21.20bps respec- +14.90%
tively.

1) o 0
O/N (%) |18.83 21.2 +12.59%

Treasury Bills.

At this week’s NTB auction, the DMO offered Source: Financial Markets Dealers Quotations (FMDQ)

N56.56bn across 91-day, 182-day and 364-day papers

and had a total subscription of N1.14trn. The three

tenors were oversubscribed at N38.87bn, N94.33bn

and N1,007.17bn against N2.78bn, N1.49bn, and NTB AUCTION JANUARY 10, 2024

N52.29bn offered for the 91-day, 182-day, and 365-day Amount

respectively. The stop rates attached were 2.44%, R .
offered  Subscriptio (N'bn)

4.22% and 8.40% for 91-day, 182-day, and 364-day, (Nbn)  n(N'bn)

lower than 7.00%, 10.00% and 12.24% offered at the

previous auction.

Previous
Stop Rate  pate (%)

(%)
91.day 2.78 3887 278 2.44 7.00
182.day 1.49 9433 149 422 10.00
364.day 52.29 1100717 | 52.29 840 | 12.4

Foreign Currency (EXCHANGE RATE).

FMDQ's revision of the FX market rate pricing method-
ology drove the naira to an all-time low at the office Source: Central Bank of Nigeria (CBN)

window, outrunning the parallel market rate. Hence,
the naira depreciated by 37.87% week-on-week to
N1,435.53/USS at NAFEM compared to N891.90/US$

0

in the previous week. 26-Jan-24 2-Feb-24 g;:::;/b
'
OIL PRICE.
e, . 891.90
The Nigeria’s oil price (WTI) depreciated dur- NAFEM (43553 | 37 970
ing the week under review. According to the — =l
latest data, the oil price closed at $72.32 per
Source: FMDQ

barrel during the week, compared with $77.58
Source: Financial Markets Dealers Quotations (FMDQ)

recorded in the previous week .
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