LBS Breakfast Session

v
\'H\mJ \_!

l\l\\\\

Election Over
Now the Heavy Lifting

Presented by Bismarck Rewane
CEQ, Financial Derivatives Company Ltd.
March 14, 2019



Outline
Parf ﬂ ?ﬂf'f g

Flection Resulls at a ) ‘ 7'@ 6@%” in Febr uary

Glance

Flna@siﬂ What 9 Tells ‘
Us

£i@@ ‘7706’@ Outcomes X
Unintended Comequencey

® 7 Economy

© 7V Markets

‘ March Outlook






l Nigeria election results, 2019
(winning party by state) CHAD
Febmavy election was more a class war than

Vegional Vivahfy

Class War or Regional Conflict

The rich and elites abstained

[ All Progressives Congress (APC)
I People's Democratic Party (PDP)

The poor voted for the incumbent

Source: The Economist Intelligence Unit. £ .

The very poor voted for opposition



Incumbent 'Wins Second Term
“Margin ‘Wider, Turnout Lower”

Buhari wins faiv & square

The real work is now

Next Level




Buhari 1.0 - 1984

Military Commander
« Economic patriotism
« Unitary government
« War against indiscipline
« Do not live above your means
« Counter frade with Brazil
« Death to drug pushers

« Changed the currency

Buhari 2.0 - 2015

. s !
Born again democrat
Economic protectionism
Distant management style

Delayed decisions

Blocking leakages

Legislative jam

—

The néo ecMist or
back to the future

Gradual economic recovery
Becoming pro market

New agenda or old wine in old bottle
The new agenda

Mixed economy



Buhari 3.0

World's view on Nigeria's elections

FINANCIAL
TIMES has a chance to make amends

. Nigeria’s returning pres ident

Time to keep those promises

dhe delegraph

Is Nigeria about to become the

next Venezuela? The signs are Do the promises stack up?

not good




' What the Result Say? (APC Vs POP) |

APC APC Minus
Lagos
Turnout as a % of 38.6 52.1 -
registered voters

Average income per capita
. g p p

i () 1,545 1353 2,585

IGR (N’bn) 493 209.54 350
= WAEC scores 1st 3rd
5th Gth
7th
Average inflation (%) 11.39 11.92 11.88
Unemployment (highest; 36.58 28.96
%)
Average FAAC (N’bn) 88.24 55.79 52.39




‘ How Nyem Voted - Ge()p(y/' tical Zmey
B T R T TS

North Central 2,465,599
North East ! 3,238,783
North West 7 5,995,651
South West ! 2,036,450
South East - 403,968
South South - 1,051,396
Total states won 19

Kano, Kaduna & Katsina

2

2
5
§

17 + FCT

2,018,769
1,255,357

2,280,465
1,773,670

1,693,485
2,233,232

446,330

1,983,426
2,280,465

262,780

-1,289,517
-1,181,836

1

- Highest margins recorded in the North West were in favor of APC:

- AC @ PDP . AAC + YPP

* In Lagos, the PDP and APC were evenly split in the presidential polls

APC States
High Poverty level

N\
PDP States
Mostly Elitist

Source: BBC



A 2-Condidate Contest

10

* The 2019 presidential election was essentially a two-
Others Invalid

horse race 4.7% 4.6%
 Lowest turnout since return to civilian rule in 1999
ggfg « 35.6% ofregistered voters

« Compared to 2015: 44%

« Partly attributed to election postponement

« Of 91 political parties, 73 parties contested the

presidential election

« 2 dominant aspirants accounted for 1% of total votes

« Remaining 71 parties: 4.7%

10




APC States
High Poverty leve

{
Gave:ﬂnm'ﬁip FElections

» Elections were declared inconclusive
in 6 out of 18 states in the North

« APC wonin 12 states

« High poverty level

* Low income per capita

i
g PDP - 9 states

* Mostly elites

PDP States
Mostly Elitist

» ARC & FDP o As e dey happen Mo elections

» Electoral process suspended in Rivers = incancisiva siecinns

and Zamfara




| What the Resulls S@ 7

» Of the 5 states with the highest States with the highest inflation

inflation rates

12

Bayelsa 13.3 No election (PDP)
 PDP -1 Zamfara 13.2 On-hold
2 Kogi 13.2 No election (APC)
y - APC -3 Ekiti 13.2 No election (APC)
g . . Jigawa 13.1 APC
» Of the 5 states with the highest

States with the highest unemployment

Unemployment

unemployment rates

« PDP-3 Rivers 41.82 On-hold
Akwa-Ibom 36.58 PDP

« APC -1 Bayelsa 30.36 No election (PDP)
Imo 29.47 PDP
Kaduna 28.96 APC

L 19



What the Resulls S@ 7
« Of thel0 states with the highest

West African Examinations Council

13

States with the highest WAEC score

scores Aot

Anambra i No election

« PDP -4 (APGA)
Edo Jrd No election (APC)

« APC -2 Rivers 4th On-hold
Imo 51 PDP
Lagos 6th APC
Bayelsa 7th No election (PDP)
Delta 8th PDP
Enugu gth PDP
Ebonyi 10th PDP

L 13




Class War or ”&zﬂi()m/ War?

 Election results were as expected
* To the South & elites an anficlimax
« To the far North it's déja-vu

» Turnout low in the southern states where income per

capita is much higher
« Atiku and PDP good showing in all oil producing states

« Also in areas of high commercial activity

14



What Does This Tell Us?

« Buhari swept the areas with high poverty - emotional voting

15

 Where card readers worked the APC lost ground — where card readers
failled APC swept the stakes

o Voter participation was 2.79% (0.82mn) less than in 2015

» The senate race upsets were profound

« Senate president and at least 5 ex governors and serving governors lost

IN Major upsets

« Margins were higher compared to 2015

* The electorate saw little difference between both parties



What Does This Tell Us?

« Voter apathy much worse in the governorship elections

16

» As expected, they turned out to be more fracticious

« Reports of kilings and military involvement marred polls in Rivers

« No surprises as the PDP swept its stronghold of SE & SS

» Close calls and a few surprises in the SW and NW
« A major upset is looming in Kano, after PDP’s victory in Oyo

« APC struggling in states where it won with landslide at the national polls
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9mﬁﬁ'm fions of Victory & Sha ring of Spm’&

« Buhari needs to reward loyalists

* There is hardly any relationship between effort and outcome

« South West, where there is major investment of political capital, yielded

negative returns

4}
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* The Nigerian National Assembly could be a pro-Buhari rubber stamp

legislature
« Could be a breeding ground for dictational tendencies

* The struggle for 2023 has started

* The plump jobs are all in play for lobbyists
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| Economic Patriofism Vs Market Reform

« Setting the new agenda - the

20

The gaps

Growth

leopard must change its spofts

10
« The economy must exceed the
GDP-$700bn
following targets 8
Tl"dl’l Sf ormation
« The recession gap is 1% 6 gy
. . . GDP-$==0b Employment
« Means Nigeria could slip back S G
. : 4 Path
iINnto recession
Population gap
* No inflation gap — means the )
inflation threat is not as potent a: GDP- $430bn

the recessionary gap

2018 2019

2023




Problems That Must Be Fixed Now

Petroleum Subsidy

« Subsidy provision of (N305bn) — 3.45% of 2019 budget
* INn2017/2018 estimated at N1trn

« New and existing refineries

Exchange Rate Subsidy
Focus on forex market structure
Not exchange rate management

Electricity Subsidies — New investments required
Target 20,000MW by 2021

Cost reflective tariffs up

Tax to GDP ratio must improve

Low tax-to-GDP of 4% . Ghana: 16%
Kenya: 17%

Compared to SSA peers ) ) 91

Morocco: 25%
South Africa: 26%

21



Nijerm s Forex WMarket: Mamyinﬂ a Market rather than a Rate

22

Managing an exchange rate

Price

Oil companies

CBN

« Reactive strategy

e Focuses on the rate

B
Eéz

24

=
333

g- Short term o

== Managing a market Manutacturers
Traders
« Changing market structure Corporates
. Households
« To produce an efficient rate
Smugglers

 Ultimate objective is unified
exchange rate




Excﬁﬂnﬂe Rate Outlook - Cosmetic Rate or Fundamental Rate
« Scenario 1 - Market Forces Source: FMD@, FDC Think Tank
Exchange Rate (N/$;end)
» True value o exchange rate will manifest after  3go 308
structural change 310 _:,L/\Ax( r 307
J 360 ——— - 306
« Exchange rate could slide marginally fo N365/$ 350 305
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Scenario 2 - CBN defends the Naira

Parallel (LHS) ——IEFX (LHS) IFEM(RHS)

B

« CBN continues its forex intervention strategy

External Reserves ($'bn)

» Prioritizing exchange rate stability over external 4

reserves buffer 16
« Exchange rate would be stable at N360-N361/$

» Reserves will deplete 40
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| Fljen&/ﬂ — What Next?

£ Minimum
| Wage

[TAXES] FOREX

Inflation Taxes Fix Forex Market
I : 24



https://www.google.com/imgres?imgurl=https://media.istockphoto.com/illustrations/minimum-wage-rubber-stamp-illustration-id679972276&imgrefurl=https://www.istockphoto.com/vector/minimum-wage-rubber-stamp-gm679972276-124668531&docid=ZQzFOSfEdybx1M&tbnid=Zq-UXVtAIzuLiM:&vet=10ahUKEwiB6t-q6vrgAhVikuAKHe4sAacQMwhBKAMwAw..i&w=1024&h=606&itg=1&bih=814&biw=1280&q=MINIMUM WAGE VECTOR&ved=0ahUKEwiB6t-q6vrgAhVikuAKHe4sAacQMwhBKAMwAw&iact=mrc&uact=8
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https://www.google.com/imgres?imgurl=https://previews.123rf.com/images/carpathianprince/carpathianprince1203/carpathianprince120300007/12987594-3d-business-growth-bar-graph-illustration.jpg&imgrefurl=https://www.123rf.com/photo_12987594_3d-business-growth-bar-graph-illustration.html&docid=AWUY7Z1qI16mvM&tbnid=zU-Ai7HYuKBFvM:&vet=10ahUKEwjkwLPW6vrgAhUQNd8KHQaSDf4QMwiEASgUMBQ..i&w=1300&h=1300&bih=814&biw=1280&q=GROWTH VECTOR&ved=0ahUKEwjkwLPW6vrgAhUQNd8KHQaSDf4QMwiEASgUMBQ&iact=mrc&uact=8
https://www.google.com/imgres?imgurl=https://cdn.xl.thumbs.canstockphoto.com/deficit-and-coins-illustration-design-over-a-white-background-design-illustration_csp11674929.jpg&imgrefurl=https://www.canstockphoto.com/vector-clipart/deficit.html&docid=-myS4ZSakgNvFM&tbnid=ornI00soNx4XXM:&vet=10ahUKEwiJoLT16vrgAhXRmuAKHX19CV8QMwhCKAQwBA..i&w=222&h=194&bih=814&biw=1280&q=FISCAL DEFICIT VECTOR&ved=0ahUKEwiJoLT16vrgAhXRmuAKHX19CV8QMwhCKAQwBA&iact=mrc&uact=8
https://www.google.com/imgres?imgurl=https://comps.canstockphoto.com/compass-inflation-clipart-vector_csp20528155.jpg&imgrefurl=https://www.canstockphoto.com/compass-inflation-20528155.html&docid=W3F-VgHSIJ4FaM&tbnid=zCATwaNmANB9VM:&vet=10ahUKEwjJ8p2Q6_rgAhUiiOAKHWjJAXsQMwhNKBIwEg..i&w=450&h=458&bih=814&biw=1280&q=INFLATION VECTOR&ved=0ahUKEwjJ8p2Q6_rgAhUiiOAKHWjJAXsQMwhNKBIwEg&iact=mrc&uact=8
https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwih8P2r6_rgAhWyVN8KHS_HATkQjRx6BAgBEAU&url=https://depositphotos.com/49869753/stock-illustration-taxes-stamp.html&psig=AOvVaw2dLrAdSH5CfJenNGthdlOD&ust=1552419451346020

1

GOP Growth Must L’eap 7:1/'0ﬂ :
Y = C + 1 + G + X - M

)
|

Scenario 1: Growth sub-optimal
GDP growth: 2-3%  $427.5bn  $341.3bn $62.5bn $19.9bn $8.7bn

Ecenario 2: Full employment

FINAMCLAL

GDP growth: 6% $550bn $423.9bn $88.7bn $24.7bn $12.7bn

Scenario 3: Transformation & improved quality of life

GDP growth: 8-10%  $700bn $534.2bn $116.1bn $32.2bn $17.5bn

» Investment is a catalyst for growth

» Has a multiplier effect on aggregate income

25 Source:’ EIU



' Reforms - Growth Strateqy To Lift GOP From $427.50n To $550bn

« Consumer-led strateqgy

« Government-led strateqy

* Pro-poor growth

« Increase spending - anchor * Higher government spending

borrowers, N-power, efc

 Impact
o | i
-npdct . Muted due fo inefficiencies &
« Heighten inflationary pressures leakages

* Investment -led strategy - Export -led strategy

« Increased infrastructure spend « Export promotion strategy
 Impact  Impact

* Increase in capital inflows « Revenue diversification

« Spill over effect — sustainable GDP
growth 94



The 2023 race has 5@&4}1




e Tussle between

North } « South-West
» South-East

« South-South

&g
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77/@%' to Watch: The Government
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Prof. Yemi Osinbajo
Muhammadu Buhari :

Vice President-Elect Abba Kyan
Former Head of State Chief of Staff to

and respected

Mustapha Boss

Current President of

the President-

technocrat. Proven to

the Federal Republic of
P be technically Elect

Nigeria

competent in the
absence of the
President during the

last administration
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| 77/@%' to Watch: The %ﬂﬂfy

Bola Ahmed
Tinubu

Former Governor
and influential
Chieftain under

the ruling party

30

El Rufai

Adams Oshiomhole Ahmed Lawan Former FCT Minister
Former Governor of Contender for next Kaduna state governor
Edo State and Senate President

national chairman

of the ruling party
(APC)



| 77/@%' to Watch: The 0/0/9057’1‘1’014

31

Bukola Saraki
. Uche Secondus Ezenwo Nyesom Wike Atiku Abubakar
Outgoing Senate Current Chairman . .
_ , Presidential
President and of the PDP Rivers State Governor
candidate in 2019
former Governor of National Working
election
Kwara state. Lost Commaittee

his senatorial seat

to the ruling party
(APC)




| 77/@%' to Watch: The Generals

32

Ibrahim Babangida Olusegun Obasanjo Theophilus Danjuma Abdulsalami Abubakar

nn
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Policy Update




MPC will Meet March 25/26

 Monetary and fiscal coordination

« Defining the objectives of price stability

’ * Is inflation a result of exchange rate pass through
i

=
[¥]

* Oris it a constrained output effect

« Will the CBN's OMO instruments increase the debt service | ’
burden of FGNZ@¢

* Will there now be further convergence of rates in the

forex markete

46 35



What will the MPC Do?- Most L’iﬁe@ to Maintain Status Quo

« Waiting for the political green light to make any major move

» Keep an eye on what happened in Ghana

.. * Rate cut 8 times bringing inflation down but currency now in turmaoll

g

Fl
DERI v
COMPAN

« Both Benin Republic and Ghana testing the waters tor more

Furobond issues

47



Fiscal: Protectionist Stance & s 9mpﬁ'm tions

Monetary » 43 items now on CBN'’s forex prohibition list

policy priority ° Defending the naira

« Objective to improve revenue-to-GDP ratio

i Fiscal policy « Debt service management, improving tax

administration and increasing the tax net

Intended « Infant industry protection

consequence . Backward integration

Unintended

« Breeds crony capitalism
consequence

« Encourages consumer exploitation

37




Other Policies

38

* Trade Policy

 AFCFTA to be signed

» Increased focus on import substitution

* Inclusion of textiles on forex prohibition list fo spur domestic production

3es

Eég
1

£xs

Investment Policy
» The Petroleum Industry Bill will be stuck at the NASS
« Gradual reduction of petfroleum subsidy

 Efforts at boosting competitiveness and the ease of doing business will

iInfensify







Highlights
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41

GDP growth and inflationary pressures

*« Q4’18 GDP expands at 2.38%, FY'18 at 1.93%

« January's headline inflation slides to 11.37%

i ° Seasonal decline in aggregate demand following the festive period
g Food inflation slowed to 13.51% while core up to 9.9%
L. The rise in core inflation suggests that inflationary pressures are mounting
External imbalances
« Capital importation into Nigeria down 25% to $2.14bn in Q4
« Total trade falls by 5.1% in Q4
 Imports ‘14.99%, expor’rsf3.52%
« External reserves declined by 1.14% to $42.61bn




%émm'y Wiﬂﬁ@ﬁz‘y -
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« Trade balance jumps (112.37%) to $3.95bn in Q4’18
« FY'18 trade balance $16.25bn

« Average oil price above $65pb

Naira stable at the forex market - probably for political reasons

« Naira stable at N360/$ at the parallel market

« Reduced forex interventions by 18.2% to $967.53mn in February
« Political forex inflows stabilized rates

Post election stock market — sentiment vs risks

« No post election bounce like 2015

« Lost 2.7% (N326bn) in the week after the elections, YTD performance still green
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Convenient Forex Transfers
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Global
Developments




Protectionist Trade %ﬁcy - Colora Effect

« The trade war is taking its toll

45

« US frade deficit deteriorated despite Trump’'s frade protectionist policy

« Climbed 12.5% to $621bn in 2018

i« Highestlevelin a decade

« Trade deficit in goods touched a record high of $891.3bn

« Partly driven by:

« Global economic slowdown
« Strengthened dollar — Fed hiked interest rates four times in 2018
« Tax cut worth $1.5trn in 2017 — increasing government borrowing

« Early signs of a recession in the making or a currency war
45




Protectionist Trade %ﬁcy - Colra Effect

« Trade deficit with China spiked by 11.6% to
$419.2bn

46

« Chinese exports recorded steepest fall in

three years

e 21% below 2017's value

* An unintfended consegquence of Trump’s

protectionist policies
« Detying his efforts to narrow the trade gap

» US also slashed crude oil imports from Nigeria by
43%

46



UK E conomy Stall ﬁesﬁife \S’fmnj Jan uary

47

UK’s GDP expanded by 0.5% in January

* Reversing the slowdown in December (-0.4%)
« Fastest monthly growth in over 2 years

« Supported by the services, manufacturing and construction sectors

Quarterly, the economy grew by 0.2% (November - January)

The same pace in the preceding quarter

Growth in 2019 could be undermined by BREXIT which is expected
to kick-off on March 29

47
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Yol Growth in the US Slows in ?’eérm@

« The US added a paltry 20,000 jobs in February
« Falling below analysts’ expectations of 180k

« Lowest since September 2017

i Partly driven by a 35-day partial government shutdown

 Meanwhile, wages grew by 3.4%

« The strongest in a decade

« Unemployment rate fell to 3.8% from 4% in January

48



(G/Oéﬂ/ ﬁeue/apmenf ; Manefmy Wa/icy

* US Fed to adopt a wait and see approach

49

 Put a hold on its rate hikes

* Increased interest rate four times in 2018

i « Onthe back of rising uncertainty about the US

economic outflook

* Fed has also shiffed to a more dovish stance on its -]

shedding of assets

49



Bank of Enj/mw/ Cut s Growth Target for 2019

« ECB surprise announcement of new plans to stimulate Eurozone

« Cheap long term loans for banks

* BOE revised downwards its 2019 growth forecast to 1.2% from 1.7%

* On the back of slowing global economy

* Brexit uncertainty
» Citing a 25% chance of a recession this year

« BOE MPC voted unanimously to keep its bank rate unchanged at

0.75%pa at its February meeting

50
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9mpﬁ'mfi0m' for Nigeria

* The US economy is beginning 1o show signs of weakness

« Wider trade deficit symptomatic of an overvalued dollar

i » Pushing up the prices of commodities such as ol

* Value of Nigeria’s exports to decline as dollar weakens

51

51






South Africa - Growth Slows to 1.4% in Q418

« From 2.6% in Q3’18 — dragged down by a 3.8% contraction in the mining

sector

« 2018 FY GDP growth was 0.8% - lower than 2017's revised growth of 1.4%

‘s« The 2019 budget projects growth of 1.5% - driven by strong agriculture

sector growth

 SARB forecasts of 1.7%

« High inflation, fuelled by electricity supply shortages, constitutes a major

downside risk

« 2-month decline in PMI so far in 2019 is negative for GDP growth in Q1'19




7<enya - Current Account Deficit Moderated to $2.24hn in 2048

« Down 12.15% from a deficit of $5.02bn in 2017

o Attributed 1o a decline in merchandize trade deficit and a rise in invisibles
surplus

i Merchandize frade deficit shrank by 0.3% to $10.17bn

* On increased horficulture earnings and lower food imports due to increased
rainfall in Kenya

« Aggregate Invisibles surplus was up 11.2% to $5.77bn
« Driven by a surge in earnings from tourism and remittances

* Further decline in the deficit would be positive for external reserves
accretion




Ghana - Ced S/Mmpy to a Record Low ?lﬂm'm'f the US Dollar

« Ghanaian cedi has plunged 8.2% against the US dollar so farin 2019
« The largest fall recorded among over 140 currencies

« Triggered by a slash in key policy rate by 100bps to 16% in January

% Raises concerns over the demand for dollar-denominated bonds in Ghana

The free fall of cedi against the US dollar will be short-lived, says the Bank of Ghana
« On expectations of foreign currency inflows totaling $850mn before March end

« Ghana to record a three-year trade surplus in 2019

« Onincreased production in oil & gas sector

 This will be positive for external reserves accretion and currency stability
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Domestic Economic
Performance “



Feonomic Indicators - Output

58

Leading Economic
Indicator

January

February

GDP Growth Rate (%)

2.38 (Q4°18)

1.8-2 (Q1°19)*

%
Change

Comments

March 11

April’s
Forecast*

Remains below population growth
of 2.6%

Negative for investment sentiment

1.8-2.2 (Q219)

1.8-2.2 (Q3’19)

FINAMCLAL

end)

: FDC’s Forecast

export revenue
Would reduce Nigeria’s export
revenue

Oil Production (mbpd) 1.74 (Dec) 1.79 (Jan) OPEC quota of 1.68mbpd would 1.68* 1.68-1.70
slow production in the coming
months
} Power (MW; avg) 3,952 4,148 5.19 Will reduce operating cost of 4.047 4.300-4,500
3 companies
PMI CBN: 58.5 CBN: 57.1 Likely to improve in March driven 56-58* 58-60
FBN: 51.5 FBN: 50.4 by inventory build up by 55-58* 55-58
manufacturers ahead of Easter
celebrations
Inflation (%) 11.37 11.31 0.06 Third decline in the last 6 months 11.4% 11.55-12*
Oil Price ($pb; avg) 60.25 64.43 6.94 Saudi Arabia’s pledge to reduce 65.82 60-63
output to 9.8mbp to boost prices
Surge in US shale inventory could
curtail gains
Natural Gas ($/MMBtu; | 3.12 2.68 Gas accounts for 12.6% of total 2.86 2.9-3.0




Feonomic Indicators - Market

*. FDC’s Forecast
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Leading Economic Indicator January February % Comments March 11 April’s
Change Forecast*
M2 growth (%) (end-period) 0.67 (2017) 12.17 (2018) 11.50 0.31% lower than CBN’s target >15 (2019)* >15 (2019)*
of 12.48%
Average Opening Position (N’bn) 77.73 43.38 As CBN continues to mop up 229.22 200-250
excess liquidity in the market
T Bills (91 days) (%) — Primary 11.10 10.90 -0.20 Will reduce government debt 10.90 10.5-10.9
T Bills (182 days) (%) — Primary 13.50 13.01 -0.49 service burden 11.85 12-12.25
Average NIBOR (%) (OBB, O/N) | 18.73 18.73 - - 11.48 22-24
Average Lending Rate (%) (pa) 22.00 22.00 - Positive for activities within the 22 22-23
real sector
External Reserves ($bn) (end) 43.17 42.3 Despite a reduction in CBN’s 42.66 43-44

forex intervention

Exchange Rate (N/$; Parallel: 361 Parallel : 360 0.27 Reduced demand pressure due to | Parallel : 360 Parallel: 361
month-end) IFEM:306.75 IFEM: 306.85 | -0.03 lower naira liquidity IFEM: 306.90 IFEM: 306.95
IEFX:363.03 IEFX: 360.99 | 0.57 Market forces to determine rate IEFX: 360.19 IEFX: 360.25
*Relatively peaceful elections
Stock Market Cap (N’trn) 11.39 11.83 3.86 As investors anticipate the release | 11.98 12-12.2

of FY’18 corporate earnings




| Mixed Bag of Economic Indicators
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Impact

» Crude oll production expected to fall
to 1.68mbpd

« Compliance to OPEC's quota

« Negative for fiscal buffers

 Increased on-grid power

output(raining season)
B Positive M Negative Neutral

« Reduction in operating cost of firms




GOP Outlook - 1.8%-2% ( Qr'g)

« Typically, GDP slows in the first quarter

Q1'15 3.96 4
Q1’16 0.67 4
Ql'17 -0.91 4
Q1'18 1.95 2

« Q1'19 = economic slowdown + political activities

« Slowing sectors within the quarter:

2.5

1.

(o)

—

0.

(o)

e}

Source: NBS, FDC Think Tank
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2.38
1.95 2
1.81
I | I

QI'18 Q218 Q3'18 Q4'18 Q1'19*

« Manufacturing: slow growth of PMI in two consecutive months

« To reverse trend in March on inventory build up fowards Easter celebration

« Not enough to offset slowdown in sector’s performance

« Oil & Gas: reduced oil production- OPEC quota, Nembe fire



| Inflation Slides Thivd Time in 6 Months
+ Headline: 11.31%‘

« Month-on-Month: 0.73% (92.12%

11.50
onnuolized)l 1145
. . 11.40
« Could maintain an upward 11.35
frajectory in the next few months H30
11.25
due to seasonalities (planting 11.90
season) and higher liquidity 115
11.10
(minimum wage increase) 1105
11.00
10.95

/50
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Source: NBS, FDC Think Tank



' Intorest Rate Outlook )
Current State Outlook
+ FGN bonds (10-year): 14.80%  Investors regain confidence on the
. pa¥ back of a peaceful outcome
) - T/Bills (91-day): 10.90% pa ¥ « Resulting in a decline in interest

- Lending rates (avg): 22% pa 4= rates

. Deposﬁ' rates: 2%-4% PO ‘ « MPC meeﬂﬂg iIn March will
determine interest rate movement
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- PM9 Down, Mﬂmffﬂcz‘mﬂmy Sector’s Growth to Slow )

80 Source: CBN, FBNQuest
Forecast 60 : 0-4 :

57.5 40
20

FBNQuest 51.5 50.4 ‘ 50.6 0

Dec'18 Jan'19 Feb'19 Mar'19*

m CBN mFBN

i Slowdown in February PMI bucks a 3-yr frend of an increase

* Impact of election and political activities

* Impact on manufacturing sector’'s Q1’19 growth is negative
* Projected to fall to 1.9% from 2.35% (Q4'18)
« Recovery expected in March

* Increased inventory build-up ahead of Easter celebrations



- FAAC Down ][mﬂ Second Consecutive month

900 821.9 788 .13 812.76
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» February disbursement 5.98% lower at N610.37bn
« Despite increased crude oil revenue (1$149.94mn)

« Expected to fall further in March to N600bn as Nigeria complies with

its OPEC production quota




\S’ﬁipy Flwm’finﬂ Rerth
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e Up 22.22% in five months
« From 27 to 33 (Lagos Port)
» Despite stable forex availability

« Expected to increase in March and
April

» Inventory build-up towards Easter
celebrations



Mixed Movement in E- Payments

 Volume of transactions in  Value of transactions in Feb’'19
Feb'19 relative to Jan'19 relative to Jan’19
. Cheques 110.07% . Cheques 17.65%
+ PoS l 8.47% + PoS 113.23%
« NIP 10.41% . NIP17.95%
cnerr B 14.95% . NEFTl 4.70%
Outlook for March/April

 Increased volumes and value driven by boost in consumer purchasing

power

« Minimum wage implementation would serve as a stimulus
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Average Power Output Up 5.19%
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Power Sector News
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» Total meters supplied by Discos in 2018 - 79,850

meters

« Compared to demand of 4.6 million households
ggh
. Meter manufacturers appeal to CBN for single digit

credit line

 Power sector revenue shortfall hits N80bn in two

months

* Only 1.6 million consumers using prepaid meters in
Nigeria — NBS

Source: Lavayo Advisors



& Messages to this chat'and

with end-1o-end encryption.
company to store, resd

messages and calls e

This chat is with the verified
sccount for "UBA ChatBanking™
more info.

UBA AY

United Bank for Africa

on WhatsApp

Chat on +234-903-000-2455

Check Account Balance?
Top up your airtime?

Bank Transfers?

Bills Payment?

(CJ https://m.me/ubachatbanking <} Leo@ubagroup.com D CFC (+234-1-2807400)

=  Africa e New York

e London * Paris

Web: www.ubagroup.com Email: cfc@ubagroup.com Africa’s global bank
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Commodities
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Commodities Outlook and N@em

73

Rice ($/cwt)

Export March April* Import Commodities | % Change
Commodities (March/April)
Oil (§/b) 66.94 62 Wheat ($/bushel) 74

'“F,“. 4
Liquefied Natural Gas 2.78 2.60 Sugar ($/pounds) -6.5
($/mmbtu) B
Cocoa ($/mi) 2.217 2100 5.3

« Expected impact on oilrevenue in Q1 is likely to be $6-$8bn

« Negative for FAAC allocation, state government investment




Investors are D iscerning




Nyemn Stock Market in %émmﬂy .

- Market cap P 3.86% to N11.83tm « Positive market breadth of 3x

. NSE ASI ® 3.81% to 31,721.76 » 72 stocks gained
. 13 days positive, 7 days negative /2 stocks remained neutral
. P/E ratio ¥ 12.2% to 7.76x * 24 stocks lost

Exchange YTD Return Driver
Pre-election rally

NSE ASI ‘.‘ 2.2% * Improving investors’ confidence

Corporate earning
New listing - MultiChoice Group

JSE ASI f 6.33% « Corporate earning
Rising gold and palladium prices

GSE AS| ' 3.59% « Increase in FPI outflows




N@em’an Stock Market in %émm”y

. Average volume traded # 39%
to N394.5mn units

« Average value of transaction
/2% 1o N4.65bn

* Pre-election rally

« NSE ASI gained 6.4%

* NSE ASI lost 2.4% post-election
« YTD gain of 2.2%
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|
Sectoral Indices .

- All sectors closed positive except EectosBerformante

indusftrial QIR ANCE

BANKING

 Industrial performance driven by
¢ 16.7% decline in CCNN

NSE ASI

INDUSTRIALS

e 9.4% decline in First Aluminium

. . NSE 30
Nigeria
CONSUMER GOODS

« Banking stocks recorded the

OIL & GAS

highest volume tfraded

-4.00% -2.00% 0.00% 2.00% 4.00% 6.00% 8.00% 10.00%

« /0% of total volume fraded
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Drivers of Long~term Value

Low
Volatility

Quality

Momentum

Long-term
Value

Valuation
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Outlook fmﬂ March

Pre-election rally fades

FY 2018 earnings will drive prices
« FMCG - affected by waning consumer demand
« QOil & Gas - to benefit from rising oil prices

* Insurance - larger companies to outperform smaller ones

Positive market sentiment

Increase in FPI

« 94% increase in first two months in 2019 ($3.5bn) relative to Q4 ‘18 ($1.8bn)

Government commitment to stem volatility in equities market

79
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| Bﬂn@nj Qn&/wfiﬂy Full Year 2008
6B  Zenith  StanbicIBTC

Gross Earnings ®  3.7%-N4347bn  #  15%-N630.3bn W  4.7% N222.4bn
Interest Income # 6.2% - N307bn B 7.2% - N440bn B 4%- N118.4bn
Profit AfterTax ®  10%-N184.6bn W  11%-N193.4dbn ®  54% N74.4bn

Impairment | 60%-N4.9on B 82%-N18bn B 96%- N618mn
Cost to Income 37.09% 49.30% 52.90%
NPL 7.30% 4.98% 3.90%
EPS 10% - 6.5 11%-N6.15 53% - N7.04
Dividend Yield 7.37% 11.22% 5.21%
P/E Ratio 5.95x 4.05x 6.6X
 Profitability driven by non-interest « Cost structure a major threat to earnings
iIncome and lower impairment sustainability

* IFRS 9 helped drive down impairment + Declining loan books due to

QaCross boara « Relatively low demand for credit

* Increased financial disinfermediation . Reduced capacity of banks to lend

81



Outlook - Banéfnﬂ 9m/w'f1ﬂy

» Increased competition from fintechs and non-bank companies

 Traditional banking gradually becoming obsolete

« Continuous decline in inferest income

« Need for diversified means of generating income

* Innovative product and service offering

* Increased competition amongst banks to capture market share in

the retail and micro business space

82



| FMCG ~ Full Year 2008

Revenue 3 6% to N401bn ‘3.91% to N67.79bn s 6% to N324.4bn | | 9% to N266.3bn

PBT  ®42% to N11 .28bn' 7.06% N3.79on ® 37% to N29.4bn W 28% to N59.8bn
FCF  ®37%1toN35.28bn™  644% to -5.04bn ® 99% to NO.7bn W488% to N61.9bn

PE 9.5x 20.5x 30.8x 27.3x
DY 5.2% 2.70% 4.97% 3.9%
YTD -16.70% -6.70% -12.28% -0.34%

S N = TSNS R s g Beverage industry less affected by waning

« Waning consumer demand demand due to

: « Ability to pass rising cost to consumers
* Increase in unemployment and

underemployment * Quasi-necessity nature of products

«  Companies switching to non-interest bearing
« Declining purchasing power

financing



Telecoms Qn&/w'f@

« Largest telecoms market in Africa
* Four mobile telecom operators

* 160.5 million mobile subscribers with teledensity and penetration
rate at 114.7% and 75% respectively

 MTN is the market leader (65.2 million subscribers at 40.7% market
share)
* Listing to increase market cap by approximately N2.trn

* Improve wider sector diversity

« Currently 4 sectors (banking, consumer goods, industrial and oil & gas) 80%

of market cap
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Group

Revenue

Breakdown
N

/

Emﬂm’njy Review - FY20t8

(~N1trn top line)

S$5.73bn
\

4 ™
Voice 17%

)

Share price has gained 4.4% in 2019

« Group revenue f10.7% to $9.4bn

« Positive for the impending listing on the NSE

e I
Data 122%
S$1.99bn

\ J

-

Fintech

-

S0.54bn

.
-

)
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« Buoyed by strong revenue growth in Nigeria ( 17.2% to $2.6bn)
» Nigeria accounts for almost a third of group’s revenue

» Nigerian subsidiary remained resilient despite regulatory hardships -

- N
Digital & 33%
$0.27bn
N Y
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it's not about falling
.it's about helping you fly.

In life, people are often limited by their fears; failing to soar
because they are afraid to fall. At Custodian, we've got your
back if the unexpected ever happens. So while others say
"what if you fall"; we say "...oh, but what if you fly."

oge

# CUSTODIAN AND ALLIED INSURANCE LIMITED  # CUSTODIAK TRUSTEES C u S LO d 1 d n

# CRUSADERSTERLING PENSIONS LUIMITED # CUSTODIAK LIFE ASSURANCE LIMITED cesding expeactalions



Aviation Update
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First Class Travel is in Decline- The Fconomist

 'Airlines are falling out of love with first class’

 Increasing number of airlines have scrapped

the first class cabin

« Emirates: from 14 seats to 11 seats

=
[¥]

« Singapore Airlines: from 12 seats to 6 seats

Airlines still offer first class for two key reasons:
« The “halo effect’”: marketing strategy

« Free upgrades from business class serve as
iIncentive for loyalty from corporates and private

individuals

88
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The Emirati exception
First-class seats offered*, ‘000

W2008 W2018
0O 100 200 300 400 500 600

Emirates
British Airways
Delta Air Lines
United Airlines
Lufthansa
Korean Air

Swiss

Singapore
Airlines

Air China



First Class Travel is in Decline- The Economist

* First Class cannibalized by private jets
« Only BA and Emirates have First Class in Nigeria
« 3 years ago:

« AirFrance

e Luffhansa

- Premium traffic is 12% of passengers but 40% of revenue & yield
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| Baei@ 737~ May A &gﬂ:

* Panic among passengers over safety of

90

Airline Grounded | Continue to

the aircraft since Ethiopian crash the operate the
aircraft aircraft

« 2nd crash in less than 6 months

Air China ot
* Boeing has lost 11% since the crash -—
b Ethiopian v
% Clear divide across economies Alrlines
- Advanced economies maintain status quo Garvda o
Indonesia
while most emerging markets remain Comair v
cautious :
Norwegian v
Air Shuttle
American '
Airlines
Alr Italy v
|




Domestic ’Mp&/ﬂ te

Election postponement on passenger traffic

91

* ‘Fly to Vote' promo across airlines boosted sales

 Lull Iin traffic post-election

Load factor

'S « Turkish Airlines to launch Istanbul-Port Harcourt-Istanbul route from

June 24 (4 times weekly)

 Lufthansa has increased capacity to Lagos & Abuja

« Back to daily flights from Lagos
« OQutbound load factor: 85%-90%

e Inbound load factor down to 60%

« Same pattern for BA, AirfFrance & KLM



Domestic: Economic Performance & Passenger Traffic
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« Passenger traffic appears to move in fandem with economic

growth

« Other factors driving passenger fraffic in Nigeria:

* Income distribution

« Security



Aviation ’bfp&/ﬂ te- 94T A
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» Oil and jet fuel prices remained at low levels in January

* Modest rise In base fare prices in January

<. * Financial markets remain uncertain about prospects for airline

earnings

* Premium class passengers accounted for 5.2% of total international
O-D traffic

» Load factors and aircraft utilization have improved airline profitability
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Vﬂmncy Factor Flat at 18% in Qr 19

e .
* Noteworthy trends in the Island

RVF (%) CVF  VFI

95

%) (%) -
29 19 21  New developments of serviced
13 3 - apartments in Lekki
« High number of plofs of land in
Lekki 24 10 19

lkoyi
Total 19 14 18
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Outlook )

New ultra-modern apartments « Vacancy factor in old properties
« Rentsin new developments will remain high
Increasing

« Mortgage refinancing and home
ownership schemes will drive rents in
2019/20




March Outlook
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?\/fmﬂcﬁ/?(pm'/ Outlook

« Q1 GDP will decline to 1.9%

* Inflation could inch up in the coming months

« Driven by seasonalifies such as planting season
 Oil price will frade in the $60-$63pb range
» Production will be 1.65-1.70mbpd
* Price of diesel will fall to N220 per liter
« Stock market will dip on weaker earnings
 Minimum wage bill will be passed by NASS & implementation in Q2

* Naira will frade flat af N360-N362/%
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©March/ Flﬁm'/ Outlook .

M2 will increase by 4% to N26trmn

 Interbank interest rates will rise by approximately 100 basis points

.. * FAAC will decline to N60Obn as oil revenues dip

s
L

FIM
DER
COMP,

* Rig count will fall further to 13

» Real estate market in Lagos will start strengthening - higher rents for

new properties
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