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T AFRINVEST WEEKLY UPDATE

Macro Update

Friday, October 7, 2011
Macroeconomic/Socio-Political Update

Going by proposed spending plans placed before the National
Assembly, Nigeria intends to finally put an end to fuel subsidies in the
2012 fiscal year. This is meant to free up funds for investment in
infrastructure projects as well as for job creation. While recognizing
that subsidies - spent of diesel, petrol and kerosene fuels - currently
cost the government some N1.2tr (US$7.5bn), its removal will prove
very unpopular with many Nigerians, who view this as the only benefit
derived from living in an oil-rich country.

Finance Minister and Coordinator of the Economy, Ngozi
Okonjo-lweala, has pledged to avoid the problems of the 2011 budget
by getting the spending plans approved much earlier. She however
needs to persuade lawmakers to get the budget passed when it arrives
at the national assembly. The former World Bank chief has pledged to
keep the fiscal deficit under 3.0% and, if the MTFF is adhered to, the
deficit would be reduced to 2.7% next year. The 2012 budget will be
based on the assumption of an ambitious average oil production of 2.5
million barrels per day and a benchmark price of US$75.0 per barrel.
With current oil output put at 2.4 million bpd, the underlying
assumption leaves little wriggle room in the event of outages, while
global economic uncertainty raises questions on the sustainability of
relatively high oil prices.

Equity Market Review and Outlook

The Nigerian equity market closed on a weak note last week as
speculators booked quick profits following 5 consecutive days of gains.
Consequently, the benchmark Index shed 73bps, while the average
value of transactions for the week rose by 13.7%, relative to the
previous week. Similarly, the BA-30 Index recorded a weekly
depreciation of 73bps weighed down by losses in banking counters. All
NSE sectoral indices closed on a negative note with the exception of
the NSE-Qil and Gas Index and NSE-Insurance Index which gained 1.4%
and 3.2% respectively.

IHS Nigeria Plc made public its audited results for the year ended April
30, 2011 with a 14.2% increase in turnover. However, the company
recorded a Loss After Tax of N1.6bn compared to Profit After Tax of
N1.2bn in 2010. The company also released its Q1 2011 results ending
July 2011, with an 11.1% growth in turnover while Profit After Tax
stood at N3.7m, a 93.0% drop from the corresponding period of 2010.

We do not expect a significant uptick in equity market activities this
week as expectations of rate hike and devaluation of the Naira remain
key downside risks. However, the renewed confidence in the banking
sector is expected to lend support to equities in the medium term to
long term while the imminent earnings season should boost the level
of activities in the next few weeks. Nonetheless, a persistently weak
global economic outlook would continue to pose a major risk to the
Nigerian market.

Macro Statistics

Current = Previous

Y-O-Y CPIInflation (%) June 9.3 9.4 A4
Foreign Reserves (US$bn)* 31.4 31.7 A 4
Bonny Light (US$/barrel)** 108.3 105.2 *
MPR 9.25 8.75 -

Source: NBS, CBN, Bloomberg, Afrinvest Research

* Up to 6% October, 2011
**Up to 7t" October, 2011
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Source: Bloomberg, Afrinvest Research

Equity Market Statistics

7-October-11

Market Cap (N'bn) 6,449.6
Week-On-Week Change (%) -0.7 A4
Monthly Performance (%) -5.5 A 4
YTD (%) -18.4 A4
Index Value 20,225.0
Week-On-Week Change (%) -0.7 A4
Monthly Performance (%) -5.4 A 4
YTD -18.5 A4
Value Traded (N'bn) 7.9
Week-On-Week Change (%) -9.1 A4
Volume (Million) 840.9
Week-On-Week Change (%) -32.6 A4

Source: NSE, Afrinvest Research

Nigeria Equity Indices: 1 Week Performance
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Friday, October 7, 2011
Money Market Review and Outlook

Liquidity levels within the system declined last week. This was linked to
debits for WDAS and a reverse repo significantly reducing system
liquidity. Inter-bank rates however remained relatively stable with a
marginal increase in key rates.

On average, interbank rates (i.e. Call, NIBOR and OBB rates for banks)
inched up last week from 11.3% to 11.7% compared to a 40bps dip the
previous week. The Secured Open Buy Back (OBB) rate for banks closed
at 11.25%, 200bps above the MPR, while the Call Rate and 7-day
NIBOR both increased by 37bps and 50bps to close at 11.8% and 12.2%
respectively.

We expect a further decline in liquidity levels, which should result in a
minor hike in interbank rates. An extra-ordinary MPC meeting
scheduled for 10th October 2011 could possible see a hike in the MPR,
as the CBN weighs its available options in combating inflationary
pressures and currency stability. A further hike in the MPR however,
will see interbank rates adjust accordingly.

Foreign Exchange Market Review and Outlook

Demand for the Dollar at only auction in the official market last week
stood at US$685.4bn, 41.6% more than the CBN’s offer of US$400.0bn.
The Naira consequently lost 80k at the single auction held last week,
closing at N155.40/US$1.00 in the official market from N154.60/
US$1.00.

The interbank market was extremely volatile last week, with the Naira
trading up to N165.00/US$1.00. The Naira eventually closed at N160.10/
US$1.00 from N159.60/US$1.00, with a 50k cumulative loss. The Naira
lost N4.00 at the BDC segment to close at N166.00/US$1.00, while it lost
N3.50 in the parallel market to close at N166.50/US$1.00.

The outcome of the MPC meeting should provide clarity on the Naira's
trajectory in the near term. We believe that the restriction in sales to
Oil companies that have SWAP arrangements with NNPC and/or PPMC
will ease up demand at the official market, but also reduce supply lev-
els at the interbank segment. We our however optimistic that this re-
cent development coupled with the CBN,s ongoing investigations into
commercial Banks forex transactions will leave few opportunities for
speculators to exploit.

Money Market

Current Previous
Inter Bank
call 11.75 11.38 *
OBB (Banks) 11.25 11.00 *
NIBOR
7 Days 12.17 11.67 *
30 Days 12.57 12.25 *
60 Days 12.96 12.71 *
90 Days 13.33 13.25 *
180 Days 13.67 13.58 *

Source: FMDA, Afrinvest Research

FX N/US$ Rates

Close
CBN WDAS 155.40
1 Week Change (Naira) 0.80
1 Month Change (Naira) 2.24
Year-to-date Change (Naira) 6.23
NIFEX 160.13
BDC 166.00
Parallel 166.50

Source: Bloomberg, FDHL Analytics, Afrinvest Research

CBN Wholesale Dutch Action SYSTEM (WDAS)

Amount offered (US$ Million) 400.0
Market demand (US$ Million) 685.4
Amount sold (US$ Million) 400.0

Source: FMDA, Afrinvest Research

YTD Naira/Dollar
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Source: Bloomberg, Afrinvest Research
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Lending Rates

Current Previous
Prime Lending 17.66 17.66 -
Normal Lending 20.45 20.45 -
Source: FMDA
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Bond Market Review and Outlook

A further tightening of liquidity in both the money and fixed income
markets, coupled with an anticipated hike in interest rates by the CBN's
MPC, led to a spike in bond yields across board last week, especially on
the 3yr and 10yr instruments. The value of units traded increased by
8.2% from N166.7bn to N180.3bn, as a total of 198.4 million units [RYy4R
exchanged hands in 1,624 deals. The most traded bond was, yet again, 16.25 - Yield (%)
the 10.50% FGN March 2014, closing the week with a total traded .. |

value of N66.4bn at a yield of 12.46%, 108bps higher than the 11.38% 12.25 |
reported in the previous week. 10'25 ] ‘/v\?

Nigeria Sovereign Yield Curve, October 7, 2011 vs. Previous

L . . 8.25 |- —7-Oct
The Nigerian Eurobond price dropped further as investors retreated on ——30-Se
. . iy 6.25 |- P
the back of the ongoing Euro zone sovereign debt crisis. It reached a 425
new 6-month low, closing the week at US$97.50, 25 cents lower than 2'25 . TimetoMaturity (Y‘ea’s)‘
the US$97.75 reported in the previous week. The volatility in the ) ® 1n © © © © o 6 o o
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African Bonny Light crude oil price and the foreign exchange rate (US$/ S 6 6 v & M W K S g

N) in recent times may have also encouraged this dip. The Eurobond
yield subsequently moved up by 4bps from 7.08% at the close of the Source: Bloomberg, Afrinvest Research

previous week to 7.12%. 91 Day T-bill Rate

12.0
The outcome of the extraordinary MPC meeting scheduled for today is 10.0
expected to drive the trading pattern of the bond market this week. )
8.0
6.0
4.0
20
0.0
i 2% 35 :Idse
52238 3223z380

Source: FDHL Analytics, Afrinvest Research

FGN BOND QUOTES

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

% Bid Offer Bid Offer
5.50% FGN FEB 2013 19-Feb-13 3yr 1.37 1.32 5.50 91.18 91.33 12.72 12.59
10.50% FGN MAR 2014 18-Mar-14 3yr 2.45 2.20 10.50 95.88 96.03 12.50 12.42
9.45% FGN JAN 2013 25-Jan-13 Syr 130 1.23 9.45 96.75 96.90 12.20 12.07
10.50% FGN NOV 2013 28-Nov-13 Syr 2.15 1.90 10.50 96.21 96.36 12.56 12.47
4.00% FGN APR 2015 23-Apr-15 Syr 3.55 3.22 4.00 74.58 74.88 13.21 13.08
10.75% FGN MAR 2014 30-Mar-14 Tyr 2.48 2.23 10.75 95.96 96.11 12.70 12.62
9.20% FGN JUN 2014 29-Jun-14 Tyr 2.73 2.40 9.20 91.86 92.01 12.82 12.74
9.25% FGN SEP 2014 28-Sep-14 Tyr 2.98 2.65 9.25 91.07 91.37 12.96 12.83
9.35% FGN AUG 2017 31-Aug-17 10yr 5.90 4.49 9.35 84.52 84.82 13.20 13.12
10.70% FGN MAY 2018 30-May-18 10yr 6.65 4.62 10.70 89.12 89.42 13.20 13.13
7.00% FGN OCT 2019 23-0ct-19 10yr 8.05 5.62 7.00 69.80 70.10 13.21 13.13
15.00% FGN NOV 2028 28-Nov-28 20yr 17.16 6.72 15.00 112.00 11230 13.21 13.17
12.49% FGN MAY 2029 22-May-29 20yr 17.64 6.95 12.49 94.98 95.28 13.23 13.18
8.50% FGN NOV 2029 20-Nov-29 20yr 18.13 7.49 8.50 67.70 68.00 13.24 13.18
10.00% FGN JUL 2030 23-Jul-30 20yr 18.81 7.47 10.00 72.73 78.03 13.23 13.18

Source: FMDA, Afrinvest Research
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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.
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