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ECONOMY: Nigeria’s Manufacturing & Non-Manufacturing Sectors Expand in May...

A newly published Central Bank of Nigeria survey
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environment — policies such as improving foreign exchange supply, facilitating sector-specific credit, ease of
doing business, etc.. According to the survey, the manufacturing composite PMI stood at 52.5 index point in
May 2017 (better than 51.1 index point in April 2017), the second consecutive expansion. The increase in
manufacturing composite PMI was driven by expansion in new orders, to 50.5 in May (faster than 50.7 in April);
sustained expansion in production level to 58.7 in May (from 58.5 in April); and an expansion in purchase of
raw materials inventories, to 50.8 in May, following an expansion of 50.6 in April. In the same vein, the index
for employment showed an expansion, to 50.7 in May (from a contraction of 46.6 in April) while supplier
delivery times lengthened, to 49.9 (albeit, slower than 47.5), possibly due to decreased slack at input suppliers’.
Expansion in input prices increased at a slower pace to 68.4 (from 69.2), thus having a material pass-through
impact on output prices which also expanded slower to 61.3 (from 65.1). Of the sixteen manufacturing sub-
sectors under survey, ten sectors recorded expansions — manufacturers of ‘Petroleum & coal products’,
‘Cement’, ‘Food, beverage & tobacco products” and ‘Textile, apparel, leather & footwear” recorded expansions:
of 62.1 (from 48.9), 54.7 (from 52.1), 54.4 (from 55.9) and 54.9 (from 54.1) respectively. On the other hand,
the non-manufacturing sector rebounded into expansion territory as the non-manufacturing composite PMI
slowed to 52.7 in May 2017 (from 49.5 in April 2017). This was partly driven by expansion in business activity
and incoming business to 56.2 (from 53.3) and 53.2 (faster than 50.5) respectively; while employment level and
work in progress expanded, to 50.2 (better than 45.5) and 51.4 (from of 48.6) respectively. Of all eighteen
non-manufacturing sub-sectors under survey, ten sectors recorded expansions: notably, ‘Agricultural” and
‘Transportation & warehousing” sectors saw faster expansions of 66.7 (from 61.6) and 64.4 (from 55.4)
respectively. On the foreign scene, the Euro Area saw expansion in the manufacturing sector on the back of a
boost in production level, expansion in new business and boost in job creation. The IHS Markit Eurozone
Manufacturing PMI increased for the ninth consecutive month, to 57 in May of 2017 (from 56.7 in April).
Backlogs of work at continued to rise, even as supplier capacity was under strain, given the lengthening in
supplier delivery time. The improved performance of the Eurozone manufacturing sector coupled with
expectations of brighter conditions in future led companies to forecast increased production over the next
twelve months. Euro Area also recorded a seasonally-adjusted unemployment rate of 9.3% in April 2017 (lower
than 9.4% and 10.2% in March 2017 and April 2016 respectively). Similarly European Union unemployment
rate fell to 7.8% in April 2017 (from 7.9% and 8.7% in March 2017 and April 2016 respectively). Meanwhile,
consumer prices in the Euro Area are expected to increase year-on-year by 1.4% in May 2017 (slower than
1.9% rise recorded in the previous month) according to a flash estimate. A breakdown of the main components
of Euro Area inflation showed, energy is expected to have the highest annual rate in May, of 4.6% (slower than
7.6% in April), followed by food, alcohol & tobacco which is expected to remain at 1.5%, services is expected to

rise by 1.3% (slower than 1.8% in April), while non-energy industrial goods is expected to remain at 0.3%.
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FOREX MARKET: Naira Appreciates against USD across Most Market Segments...

In the just concluded week, the local
EvoLuTtioN oF NGN/USD EXCHANGE RATES
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Sales (SMIS), USD 100 million was allocated
to Wholesale (SMIS), USD52 million was allocated to Small and Medium Scale Enterprises while USD 45 million

was sold for invisibles. These were in addition to sales of USD40,000 to each of the 3,145 BDC operators in the
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country. The local currency also appreciated at Investors & Exporters Forex Window (I&E FX) by 0.20% to
N380.22/USD but weakened at the Interbank segment by 0.23% to N325/USD. Meanwhile, the weekly
movements in most dated forward contracts at the interbank OTC segment suggested future stability of the
Naira/USD exchange rate despite declining foreign exchange reserves — external reserves decreased month-on-
month by 1.73% to USD30.33 billion as at Wednesday, 31 May 2017. The 1 month, 3 months, 6 months and
12 months forward contracts remained stable w-o-w at N320.00/USD, N328.07/USD, N336.56/USD and
N354.04/USD respectively. Furthermore, the spot rate depreciated by 0.03% to N305.45/USD despite the
USD7.5 million in intervention sales by CBN to banks. In the current week, we expect further stability in the

foreign exchange market with possible appreciation against the USD subject to CBN’s level of intervention.

MONEY MARKET: NIBOR, NITTY Moderate on Sustained Financial System Liquidity ...

In the just concluded week, CBN auctioned MOVEMENT IN INTERBANK INTEREST RATES
treasury bills worth N171.15 billion, viz: 91-day | 25.0% -
bills worth N26.14 billion, 182-day bills worth | | % -= O
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billion via primary market. Also, 191-day bills 5% ’_‘\‘\‘
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bills worth N8O billion. Consequently, NIBOR for overnight funds, 1T month, 3 months and 6 months fell to
9.64% (from 14.62%), 19.41% (from 20.74%), 22.01% (from 22.39%) and 24.08% (from 24.73%)
respectively. Elsewhere, NITTY fell across all of the maturities amid buy pressure — yields on 1 month, 3 months,
6 months and 12 months maturities fell to 16.58% (from 20.21%), 17.58% (from 19.45%), 20.11% (from
21.97%) and 22.33% (from 22.50%) respectively. This week, treasury bills worth N51.14 billion, viz: 143-day
bills worth N27.97 billion, 177-day bills worth N8.04 billion and 181-day bills worth N15.13 billion will mature

via OMO on Thursday, June 08, 2017. Hence, we expect improvement in financial system liquidity and resultant

moderation in interbank rates.
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BOND MARKET: OTC FGN Bond Prices Move Mixed Across Maturities ...
In the bond market, FGN bonds traded at the

OTC segment moved in mixed directions: The
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Stock Exchange depreciated in value across most
of the maturities amid profit taking. The 5-year, 5.13% JUL 12, 2018 bond and the 10-year, 6.38% JUL 12, 2023
bond appreciated by USD0.03 (yield rose to 3.42%) and USD0.02 (yield rose to 5.54%) respectively.

This week, we anticipate stability in bond prices in the OTC market on the back of expected boost in financial

system liquidity.

EQUITIES MARKET: Equities Market Shows Strong Performance on Confidence Boost...

The Nigerian bourse recorded an sustained bullish

EvoLuTioN oF EQUITIES PERFORMANCE GAUGES

week which resulted in the increase in twin market 1,000 - 32,000
performance measures, NSE ASI and market 10,800 - L 31,500
capitalisation, by 794 bps each to 31,371.63 10,600 - [ 31000
points and N10.84 trillion respectively. Also, on a 10,400 - [ 30590
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1,853.65 points respectively. Meanwhile, total
deals, transacted volumes and Naira votes rose week-on-week by 35.37%, 38.97% and 45.94% to 23,310 deals,
2.32 billion shares and N23.81 billion respectively.

This week, we expect a mix of profit taking and bargain hunting activities amid boost in investor confidence.
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POLITICS: Senate Draws Parallel Between Armed Fulani Herdsmen and Boko Haram...

In the just concluded week, attention was once again drawn to the incessant, wanton destruction of lives and
property as well as attendant economic misfortunes caused by the brazen attacks of Fulani herdsmen on
innocent citizens throughout the country. This time around, the herdsmen unleashed terror on Ewu community,
Esan Central Local Government of Edo State as they raped and killed two women, destroyed farm crops, and
sacked several individuals from their farmlands. The Senate, who drew parallels between the herdsmen and
Boko Haram, observed a minute silence in honour of the victims of the community along with others from
previous attacks in the country. They also issued directives to the Inspector General of Police to arrest the
herdsmen as well as to the National Emergency Management Agency (NEMA) to urgently visit the affected
community in order to ascertain the extent of damage done by the herdsmen, with a view to providing relief
materials to families of the bereaved and other persons currently displaced and denied access to their
farmlands. Sharing the same concerns, Delta State Governor, Ifeanyi Okowa, raised a fresh alarm on the
escalating incidents of killings and attacks by herdsmen in his state and other parts of the country, calling on
the Federal Government to come up with tough measures to check the menace. It will be recalled that the
Office of the National Security Adviser (ONSA) recently included armed Fulani herdsmen in its list of groups it
identified as threats to national security having considered their respective intentions and capabilities. The list,
as contained in a classified document titled: 2016 Annual Threat Assessment’: also included other deadly
groups like the Boko Haram terrorists and ISIS recruitment cells. In 2014, the Global Terrorism Index ranked

herdsmen as the fourth deadliest terrorist group in the world after Boko Haram, ISIS and Al-Shabab.

Weekly Stock Recommendations as at Friday, June 02, 2017

AccessBank Q12017 9366870 234 307 1489 060 291 893 359 359 893 1627 759 1072 8218
Dangote Q12017 31051680 1095 1822 4679 412 1762 20020 12351 12351 193?'9 210189 s 6639
FBNH 012017 6352800 034 177 1457 044 1882 938 295 295 642 938 546 770 4611
Fidelity Bank Q12017 1726400 034 060 633 019 354 193 079 079 119 316 101 143 16537
Okomu Oil Q12017 826708 1030 1737 3567 154 534 5500 1960 1960 5500 % 4675 6600 8996
Presco 012017 1602209 2174 1602 5212 104 248 5400 3005 3005 5400 9634 4590 6480 7841
UBA 012017 8940000 219 271 1359 062 38 840 260 260 840 1365 714 1008  62.48
Unilever 012017 609174 081 161 309 1213 4617 5000 2681 2681 3749 7435 3187 4499 9831
ZenithBank Q12017 14999600 316 478 2244 089 633 2200 900 900 1999 2532 1699 2399 2667
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Disclaimer

This report is produced by the Research Desk of Cowry Asset Management Limited (COWRY) as a guideline for Clients that intend to invest in securities
on the basis of their own investment decision without relying completely on the information contained herein. The opinion contained herein is for
information purposes only and does not constitute any offer or solicitation to enter into any trading transaction. While care has been taken in preparing
this document, no responsibility or liability whatsoever is accepted by any member of COWRY for errors, omission of facts, and any direct or

consequential loss arising from the use of this report or its contents.
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