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AFRINVEST WEEKLY UPDATE

Friday, September 23, 2011
Macroeconomic/Socio-Political Update

This week looks set to mark a watershed in the almost 2-year long
banking reforms, as shareholders of the 5 remaining rescued banks
vote on recapitalization deals with healthy lenders. While reaching out
to shareholders to vote in favour of the proposed deals, the chairmen
of these rescued lenders have expressed preference for recapitalization
to nationalization. Access Bank, FCMB, Ecobank Transnational
Incorporated, Sterling Bank and the African Capital Alliance (ACA)
consortium have agreed deals to recapitalize Intercontinental Bank,
FinBank, Oceanic Bank, Equitorial Trust Bank (ETB) and Union Bank, in
that order.

Shareholders of Intercontinental Bank would, at an Extraordinary
General Meeting (EGM) on Monday 26 September 2011, vote on the
N50.0bn recapitalization deal proposed by Access Bank wherein they
stand to receive one new share for every seven held. FCMB’s offer to
purchase 100.0% of FinBank in exchange for a N6.0bn consideration
(cash and/or FCMB shares) will be put to vote by shareholders of both
banks at respective EGMs to be held on Thursday, September 29, 2011.
ETI will seek shareholder approval for its planned full acquisition
(100.0%) of Oceanic Bank at EGMs slated for Tuesday, 27 September
2011. The total purchase consideration is N55.0bn, via a pro rata split
of 70.0% in ordinary shares of ETI and 30.0% in Participating
Cumulative Convertible Preference Shares of ETI. Sterling Bank plans to
issue 3 billion new shares to acquire privately-held Equitorial Trust
Bank, with shareholders of both institutions expected to put this to
vote on Wednesday, 28 September, 2011. The successful conclusion of
these EGMs in favour of the recapitalization deals would pave the way
for rescued lenders to recapitalize, ahead of the CBN's September
deadline.

Nigeria's Bureau of Public Enterprises on Tuesday September 20, 2011
unveiled plans to sell a 70 percent stake in eleven power distribution
companies to new investors as part of the multi-billion Dollar
privatization of its electricity. A BPE statement said 10.0% of the
remaining shares would be offered to state governments where power
plants are located, another 2.0% reserved for the staff of the various
companies, while 18.0% will be sold through an initial public offering
when the companies start performing.

Macro Update

Current = Previous
Y-O-Y CPI Inflation (%) August 9.3 9.4 A4
Foreign Reserves (US$bn)* 33.6 34.4 A 4
Bonny Light (US$/barrel)** 107.2 120.4 A 4
MPR 9.25 8.75 -

Source: NBS, CBN, Bloomberg, Afrinvest Research

* Up to 21 September, 2011
**Up to 23" September, 2011
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AFRINVEST WEEKLY UPDATE

Friday, September 23, 2011
Equity Market Review and Outlook

The Nigerian equity market dipped again last week as the NSE All
Share Index (ASI) crossed the 21,000 points level to reach a new low.
Liquidity level remained fairly unchanged as average daily value traded
inched down by 6.0%. The benchmark index cruised southwards,
shedding 428bps and pushing year-to-date loss to 18.4%. The
BA-30 index also recorded a weekly depreciation of 425bps weighed
down by losses in UBA Plc, Oando Plc, and First Bank Plc. All NSE
sectoral indices closed on a negative note with the exception of the
NSE Insurance Index which inched up by 0.01%.

Neimeth International Pharmaceuticals Plc released its Q1 results
ending June, 2011 with a superlative 104.2% increase in turnover,
while the company bounced back to profitability with a PAT of N42.9m
compared to a loss position in the corresponding period of 2010. C&l
Leasing Plc also published its H1 results ending June 2011 with a
modest 17.1% growth in turnover, while PAT stood at N152.1m as
against a loss position in H1, 2010.

The Nigerian equity market continues to falter on tepid participation
by foreign and domestic institutional investors, as global risk aversion
for equities persists. We expect the direction of the market this week
to be shaped by the conclusions of the expected EGMs and
court-ordered meetings regarding the M&A deals of CBN-intervened
banks. Successful outcomes of the approval processes should spur a
rally in banking counters which is expected to lend support to the
broader market. Additionally, we expect Q3 earnings releases to
positively impact market momentum in the next few weeks.

Equity Market

23-September-11

Market Cap (N'bn)
Week-On-Week Change (%)
Monthly Performance (%)
YTD (%)

Index Value
Week-On-Week Change (%)
Monthly Performance (%)
YTD

Value Traded (N'bn)
Week-On-Week Change (%)

Volume (Millions)
Week-On-Week Change (%)

Source: NSE, Afrinvest Research
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Nigeria Equity Indices: 1 Week Performance
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Friday, September 23, 2011
Money Market Review and Outlook

A delay in the FAAC meeting last week over an unresolved NNPC debt
ensured that liquidity levels within the system remained low. As a
result, interbank rates increased across board last week, adjusting to
the new MPR of 9.25%.

On average, interbank rates (i.e. Call, NIBOR and OBB rates for banks)
moved up last week from 11.2% to 11.7% compared to a 10bps rise
the previous week. The Secured Open Buy Back (OBB) rate for banks
closed at 11.3%, 200bps above the MPR, while the Call Rate and 7-day
NIBOR both increased by 63bps and 46bps to close at 11.8% and 12.1%
respectively.

We expect to see a moderation in interbank rates towards the end of
the week, as a total of N607.0bn eventually approved as arrears for
August Statutory Revenue Allocation hits the system.

Foreign Exchange Market Review and Outlook

Demand for the Dollar at the official market stood at US$974.1m,
11.5% more than the US$873.4m demanded at both auctions in the
previous week. The CBN maintained the total amount on offer for the
second week running at US$700.0m. The Naira depreciated by 37k at
Monday’s auction, as the CBN's offer was 25.1% below market
demand. The Naira closed the week at N154.42/US$1.00 in the official
market from N153.54/US$1.00, with a cumulative loss of 88k for the
week.

The interbank market witnessed increased volatility last week, with the
Naira reaching highs of N157.95/US$1.00 before sizeable FX sales from
oil majors strengthened the Naira to N155.95/US$1.00 during the week.
The Naira opened at N156.77/US$1.00 at the interbank market but
closed at N156.57/US$1.00 by the end of the week, a 20k rise. The Naira
also gained 50k at the BDC segment to close at N158.50/US$1.00, while
it lost N1.00 in the parallel market to close at N159.00/US$1.00.

We expect a slight drop in demand for the Dollar at the official market
this week, as we envisage more pressure on the currency at the
interbank segment. We also expect the CBN to increase its initial offer
at Monday’s auction to safeguard the Naira from surpassing the
N155.00/US$1.00 mark.
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Source: FMDA, Afrinvest Research
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Source: Bloomberg, CBN, FMDA, Afrinvest Research

CBN Wholesale Dutch Action SYSTEM (WDAS)

Amount offered (US$ Million)

Market demand (US$ Million)

Amount sold (US$ Million)

Source: FMDA, Afrinvest Research
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Bond Market Review and Outlook

. . . . Current Previous
The 50bps hike in the MPR brought mixed sentiments to the bond - -
. . Prime Lending 17.66 17.66 -
market last week as yields rose on the shorter tenored instruments (3yr, :
Normal Lending 20.40 20.40 -

5yr and 7yr), but fell on the 10yr instruments and closed flat on the
20yr bonds. The value of units traded dropped by 15.7% from
N164.0bn last week to N138.2bn, as a total of 143.5 million units
exchanged hands in 894 deals. The most traded bond was the 10.50%

Source: FMDA, Afrinvest Research

Nigeria Sovereign Yield Curve, September 23, 2011 vs.

Previous Week

FGN March 2014, closing th k wi 16:25 7 ield (%)
, g the week with a total traded value of

N49.3bn. The yield on this instrument fell by 8bps from 10.54% in the 14.25 ¢
previous week to 10.46% last week. 12.25 -

10.25
Bearish sentiments deepened on the Nigerian Eurobond as it fell 8.25 | ———23-Sep-11
further by US$5.56, closing at US$99.38 from US$104.94 in the previous g5 | ——16-Sep-11
week. The US$11.53 dip in the African Bonny Light crude oil price to 425 | Time to Maturity (Years)
US$108.89 may be one of the factors which adversely affected the . e
Eurobond this week. The Eurobond yield subsequently moved up by S 5 5 > > > > > x x
79bps from 6.05% at the close of the previous week to 6.84%. - Mo T8 e R 2R

Source: Bloomberg, Afrinvest Research

We anticipate mixed sentiments in the market this week as liquidity [EYITRESIT S

eases on the back of FAAC inflows. 12.0

10.25
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Source: FDHL Analytics, Afrinvest Research

FGN BOND QUOTES

BOND QUOTES Maturity ?:gg:a' ™ Duration  Coupon Price (N) Yield (%)

% Bid Offer Bid Offer
5.50% FGN FEB 2013 19-Feb-13 3yr 1.41 136 5.50 94.25 94.40 9.98 9.86
10.50% FGN MAR 2014 18-Mar-14 3yr 2.48 2.25 10.50 100.02 100.17 10.49 10.42
9.45% FGN JAN 2013 25-Jan-13 Syr 134 127 9.45 99.39 99.54 9.93 9.81
10.50% FGN NOV 2013 28-Nov-13 Syr 2.18 1.94 10.50 100.00 100.15 10.48 10.41
4.00% FGN APR 2015 23-Apr-15 Syr 3.58 3.27 4.00 78.59 78.89 11.45 11.33
10.75% FGN MAR 2014 30-Mar-14 Tyr 2.52 2.16 10.75 100.10 100.25 10.70 10.63
9.20% FGN JUN 2014 29-Jun-14 Tyr 2.77 2.45 9.20 96.07 96.22 10.87 10.80
9.25% FGN SEP 2014 28-Sep-14 Tyr 3.02 2.57 9.25 95.42 95.72 11.08 10.95
9.35% FGN AUG 2017 31-Aug-17 10yr 5.94 4.59 9.35 91.28 91.58 11.41 11.33
10.70% FGN MAY 2018 30-May-18 10yr 6.69 4.75 10.70 96.56 96.86 11.44 11.38
7.00% FGN OCT 2019 23-0ct-19 10yr 8.09 5.79 7.00 76.62 76.92 11.52 11.45
15.00% FGN NOV 2028 28-Nov-28 20yr 17.19 7.12 15.00 121.96 122.26 11.95 11.92
12.49% FGN MAY 2029 22-May-29 20yr 17.67 7.38 12.49 103.68 103.98 11.98 11.94
8.50% FGN NOV 2029 20-Nov-29 20yr 18.17 7.96 8.50 74.24 74.54 12.01 11.96
10.00% FGN JUL 2030 23-Jul-30 20yr 18.84 7.93 10.00 84.91 85.21 12.04 11.99

Source: FMDA, Afrinvest Research n
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CONTACTS
Afrinvest Limited

27, Gerrard Road,
lkoyi,

Lagos,

Nigeria.

Tel: +234 1 270 1680-8
Fax: +234 1 270 1689

www.afrinvest.com

INVESTMENT RESEARCH

Victor Ndukauba Mosope Oguntoyinbo

Banking, Infrastructure Food & Beverages, Conglomerates

vndukauba@afrinvest.com moguntoyinbo@afrinvest.com

+234 1 2701680 ext 311 +234 1 2701680 ext 316
Kayode Tinuoye Usoro Essien

Insurance, Brewers & Bottlers Healthcare/ Chemicals & Paints,
ktinuoye@afrinvest.com General Industrials

+234 1 2701680 ext 317 uessien@afrinvest.com

+234 1 2701680 ext 315
Oladipo James

Petroleum Marketing, Infrastructure
ojames@afrinvest.com
+234 1 2701680 ext 312

IMPORTANT DISCLOSURES AND DISCLAIMERS

This report has been issued and approved by Afrinvest West Africa Limited (“Afrinvest”). This report is based on information from various
sources that we believe are reliable; however, no, representation is made that it is accurate or complete. While reasonable care has been
taken in preparing this document no responsibility or liability is accepted for errors or fact or for any opinion expressed herein. This
document is for information purposes only. It does not constitute any offer or solicitation to any person to enter into any trading
transaction. Any investment discussed may not be suitable for all investors. This report is provided solely for the information of clients of
Afrinvest who are expected to make their own investment decisions. Afrinvest conducts designated investment business with market
counter parties and intermediate customers and this document is directed only at such persons. Other persons should not rely on this
document. Afrinvest accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its contents.
This report is for private circulation only. This report may not be reproduced distributed or published by any recipient for any purpose
without prior express consent of Afrinvest. Investments can fluctuate in price and value and the investor might get back less than was
originally invested. Past performance is not necessarily a guide to future performance. It may be difficult for the investor to realize an
investment. Afrinvest and/or a connected company may have a position in any of the instruments mentioned in this document. Afrinvest
and/or a connected company may or may not have in the future a relationship with any of the entities mentioned in this document for
which it has received or may receive in the future fees or other compensation. Afrinvest is a member of The Nigerian Stock Exchange and
is regulated by the Securities and Exchange Commission to conduct investment business in Nigeria.

AFRINVEST LIMITED 27 GERRARD ROAD, IKOYI, LAGOS, NIGERIA. PHONE NO: 2701680-88, 2695479-81, 2694005, 2690861, 2962948
2670272 3, 2692810. Fax: 2701689.




