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China’s manufacturing sector grew more than expected in August,
suggesting the world’s second-largest economy is still expanding at a healthy
clip despite rising financing costs and a cooling housing market, indicating
the global economy remains on solid footing, despite concerns that growth
may begin to fade in coming months. The official Purchasing Managers’
Index (PMI) released on Thursday rose to 51.7 in August, from the previous
month’s 51.4, beating economists’ expectations for a marginal decline.
Production, total new orders and business expectations all improved, while a
separate industry survey showed activity in the steel sector expanded at the
fastest pace since April 2016 due to government-led construction boom. The
sustained rally in industrial commodities’ prices largely reflects stronger
demand for building materials and government efforts to reduce excess
capacity by shutting inefficient and heavily polluting mines and mills. Output
prices also rose at the fastest pace since December, indicating strong pricing
power for producers, which should fatten profit margins and give firms extra
breathing room in the country’s fight against a rapid build-up in debt.

The U.S. economy grew faster than initially thought in the second quarter,
recording the fastest pace in more than two years. The gross domestic
product increased at a 3.0% (ahead of consensus upward revision
expectation of 2.7%) annual rate in the April-June period and followed a 1.2%
pace in the January-March period, the Commerce Department reported in its
second estimate on Wednesday. The upward revision from the 2.6% pace
reported last month reflected robust consumer spending as well as strong
business investment. Retail sales and business spending data so far suggest
the economy maintained its stamina early in the third quarter, as economists
expect a limited impact on growth from Hurricane Harvey, which devastated
parts of Texas — growth estimates for the third quarter are as high as 3.4%.
Other data on Wednesday showed private employers ramped up hiring in
August, adding 237,000 jobs to their payrolls, up from 201,000 jobs in July.

Earlier this week, the National Bureau of Statistics (NBS) released the
Consumer Price Index (CPI) report for the month of July, showing that
Nigeria's inflation rate increased by 16.05% yl/y, 5 bps lower than the 16.10%
recorded in June, marking the sixth successive y/y decline in the headline
index. Good to mention, however, the month-on-month price increase of
1.21%, 37 bps lower than June's 1.58%, is the second consecutive m/m
moderation recorded thus far in 2017, and the lowest since January (1.01%).
Food inflation increased by 20.28% y/y (vs. 19.91% in June), with the import
component declining for the eighth consecutive month to hit a 17-month low
of 14.08%. Meanwhile, m/m rate in this segment, at 1.52% (vs. June’s
1.99%), continued the moderation it started in June, consistent with the
0.15% m/m drop in the average prices. Also, core inflation increased at a
slower pace for the eight-consecutive month, rising by 12.20% in July, versus
12.50% in June. On a m/m basis, prices rose at a slower rate in this segment
at 1.00% (1.32% the previous month), benefitting from reported decreases of
0.3%, 2.36%, and 6.08% in average national prices of premium motor spirit,
kerosene, and diesel to N145.9/litre, N280.49/litre, and N197.62/litre
respectively.

According to the Central Bank of Nigeria’'s Purchasing Managers’ Index
(PMI) report for the month of August, which was released today, activities in
the manufacturing sector expanded for the fifth consecutive month, while
activities in the non-manufacturing sector grew for the fourth consecutive
month. The manufacturing PMI was estimated at 53.6 points against 54.1
recorded in July, with twelve of the sixteen subsectors expanding — topped
by computer and electronic products, appliance and components, and
chemical and pharmaceuticals. Similarly, the non-manufacturing PMI grew at
a slower pace of 54.1 points, from 54.4 in July, with 15 of the 18 subsectors
growing — led by utilities, public administration, and information and
communication. Both composite PMIs grew at slower pace, following
contractions in the transportation equipment and real estate subsectors of
the manufacturing and non-manufacturing sectors, respectively. The result
reflects the positive responses of business owners and manufacturers to
developments in the macroeconomic space.
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Macro Indicators Current
Real GDP growth -0.52%
MPR 14.0%
CPI 16.05%
Exchange Rate (USD) N305.85
Foreign Reserve (US$’bn) 31.81
Unemployment 14.2%
Brent Crude Qil Price (US$) 51.41

Year Start
-1.30%
14.0%
18.55%
N305.00
25.84
14.2%
56.82

Source: IMF, CBN, NBS, Cordros Research
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Global Equities Market

Again, the country indices within our coverage universe closed in the green, this
time, with the exception of the Euro Stoxx 50. This week’s performance was
driven by economic data, natural disaster, and geopolitical tension, currency
swing, and government speech.

On Wall Street, appetite was buoyed by (1) strong economic reports including
data showing that the U.S. economy expanded at a 3% pace in the second
quarter — a faster pace than had originally been reported — impressive job data,
and a jump in consumer spending, (2) President Donald Trump calling for an
easy-to-understand tax code that would create jobs and higher wages.
Meanwhile, the market was frazzled after a North Korean missile test over
Japanese airspace, and investors grappled with the fallout from Hurricane
Harvey. Interestingly however, shares of home-improvement retailers rose, on
expectations they will benefit from demand for wood and other supplies from
homeowners in the region that has been battered by hurricane Harvey. Overall,
at the time of writing, the DJIA and S&P 500 advanced by 0.72% w/w and
0.60% w/w respectively. European stocks started the week on a bearish note,
pressured by the euro hitting its highest level against the dollar in more than two
years, and North Korea’s test-firing of a missile over Japan. Basic resources
shares however benefitted from better-than-expected manufacturing data from
China, although retail shares struggle after a warning from French supermarket
chain Carrefour. The FTSE 100 (+0.29% w/w) remained resilient while the Euro
Stoxx 50 (-0.13% w/w) declined.

Despite shedding weight amid (1) North Korea’s missile launch over Japan and
(2) U.S. and European central bankers not providing fresh policy guidance,
Asian stocks appreciated, as investors took cues from gains recorded in the
U.S., with Japanese shares specifically riding on a stronger dollar. The CSI 300
and Nikkei 225 had posted weekly gains of 0.69% and 1.00% at the time of
writing.

Nigerian Capital Market

Equities

The equities market closed negative for the third consecutive week, with the ASI
contracting further by 3.12% w/w as the bears dominated the bourse throughout
the holiday-shortened week. As a result, the Month-to-Date (-0.95%) return
turned negative, while Year-to-Date return moderated to 32.11%. The market
had signaled some improvement towards the end of the previous week gaining
19 bps on Friday. The bears resurfaced on Monday and extended selloffs to
today with declines across most sectors, the most notable being the Consumer
Goods sector. Market performance during the week broadly reflected the
absence of any fundamental driver, with the earnings season now over.

Performance across sectors was broadly bearish, with the Consumer Goods (-
2.88% wiw) index recording the largest loss, following selloffs in GUINNESS (-
7.36%), NB (-5.25%), and UNILEVER (-4.87%). Similarly, the Industrial Goods
(-2.48% wiw) and Banking (-2.36% w/w) indices recorded negative returns,
driven by profit-taking in the shares of DANGCEM (-5.09%) and UBA (-6.19%),
respectively. On the other hand, the Insurance (+1.90%) index rebounded from
last week’s loss to record the largest gain, following renewed interest in the
shares of CONTINSURE (+13.95%), CUSTODYINS (+5.26%), and MANSARD
(+2.63%). Following the gains recorded by TOTAL (+13.01%) and SEPLAT
(+1.76%), the Oil & Gas (+0.29% w/w) index posted a positive return this week.

Market breadth remained repressed, closing negative with 46 losers (previously
38) — led by MOBIL (-14.25%) — and 18 gainers (previously 29) — led by CUTIX
(+24.38%). In the same vein, total volume traded declined by 35.03%, with
CUSTODYINS, SOVRENIMS, and FIDELITYBK accounting for 38.35% of total
market volume. Total value of trades also contracted by 52.70%, with
DANGCEM, NESTLE, and ZENITHBANK accounting for 42.46% of total value.
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Volume Value

NSEASI ASI% A ('mn) (N'mn) Deals

31-Aug-17 3550462 O3 26651 4.036.01
30-Aug-17 35629.13 48% 53991 292998
29-Aug-17 36,165.93 042 1aa45 151184
28-Aug-17 3631731 090 34811 297745
25-Aug-17 36,646.46 97 42045 324911
24-Aug-17 36,575.86 0% 23816 549213
23-Aug-17 37,059.21  25%  26429 5530.96
22.Aug-17 36,962.48 037 24232 367276
21-Aug-17 36,584.44 09 36838 627269

WTD YTD Ticker

CUTIX 24.38% 11.11%MOBIL -14.25%
CONTINSURE 13.95% 31.31%FIRSTALUM -12.70%
TOTAL 13.01% -23.71%CILEASING -9.91%
FIDSON 6.03% 156.25%JBERGER -9.72%
CUSTODYINS 5.26% -7.20%MORISON -8.89%

2,263
4,371
3,716
3,276
3,618
4,162
2,422
3,829

3,729

-19.33%
26.00%
104.00%
-6.71%
-45.45%

Source: NSE, Cordros Research
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Fixed Income and Money Market

Money Market

The overnight money market rate contracted by 416 bps to 8.42%,
following a reported increase in system liquidity to N250.41 billion
against last week’s close of N24.43 billion. The improved liquidity
was driven by sizeable inflow from maturing OMO bills valued at
N101.23 billion. In a bid to tighten system liquidity, the apex bank ;
offered a total of N180.63 billion and sold bills worth N18.63 bllllon
as investors demanded higher yields. Specifically, sales were only
recorded on the longer tenured bills at a stop rate of 17.95%.The
overnight market rate was mixed during the week, rising as high as
26.75% on Monday while contracting to 8.42% today.

Treasury Bills

At this week’s primary market auction, the apex bank fully allotted
treasury bills worth N193.14 billion, comprising —N26.14 billion of the
91-day, N30 billion of the 182-day, and N137 billion of the 364-day
bills at respective stop rates of 13.30%, 17.36%, and 18.52%.
Activity in the secondary market was bullish, reflective of the relative
improvement in system liquidity this week, with average yield
contracting by 24 bps to 18.31%, from 18.55% last week. Yields at
the short (-50 bps), mid (-12 bps) and long (-13 bps) ends of the
curve contracted to 17.67%, 18.82%, and 18.41%, respectively, as
investors demanded for the 21-SEP-2017 (-432 bps), 1-MARCH-
2018(-63 bps), and 8-MARCH-2018 (-63 bps) respectively.

Bond

Conversely, proceedings in the bond market were bearish, with
average vyield expanding marginally by 1bp to 16.67% against
16.66% last week. Yield at the short (-18 bps) and long (-3 bps) ends
contracted to 16.67% and 16.64%, respectively, as investors
renewed their interest in the 29-JUNE-2019 (-23 bps) and 18-APRIL-
2037 (-3 bps) bonds. Conversely, yield at the mid (+35 bps) end of
the curve expanded to 16.79% as investors sold off the 15-JULY-
2021 (+26 bps) bond.

Foreign Exchange

During the week, the CBN injected USD250 million in the interbank
market — comprising USD100 million in the wholesale window,
USD85 million in the SMEs window, and USD65 million in the
invisibles segment. This brings the apex bank’s total intervention in
the month to USD1.20 billion, which we believe is sustainable for the
rest of the year with the continuous accretion to the foreign reserves
— appreciated 41 bps w/w to USD 31.81 billion. Accordingly, in the
interbank market, the NGN strengthened against all currencies we
track — USD (+0.56%), GBP (+0.18%), and EUR (+0.76%) — to close
at respective rates of N355.49, N462.27, and N425.49. In the same
vein, the 3 months, 6 months and 12 months forward contracts
appreciated by 0.27%, 0.34% and 0.10% to N377.4, N397.17 and
N435.18, respectively. However, in the parallel market, activity was
slightly mixed as the USD/NGN (+1.35%) and GBP (+2.09%)
strengthened to N365 and N468, respectively, while the EUR/NGN
closed flat at N432. The USD/NGN depreciated 0.02% and 0.03% to
N305.85 and N359.67, at the CBN spot and I&E FX Window,
respectively.
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Equities: Activity in the market this week broadly reflects the absence of fundamental stimulus with Q2 earnings season
now over. We believe market movement will be driven by developments in the local economy, with intense volatility in the
weeks ahead.

Money Market: In the coming week, N135.41 billion worth of OMO bills will be maturing. However, we expect the
continued OMO auction, in addition to FX sales by the apex bank to pressure system liquidity. Thus, we look for an
expansion in rates in the coming week.

T-Bills: We expect average yield to trend northward in the coming week, as decline in system liquidity constrains demand.

Bond: We expect a mixed trading session in the coming week, with selloffs outweighing demand on expected tight system
liquidity.

Currency: With the improved intervention by the apex bank across FX windows, we expect further appreciation of the
naira in the interbank market while trading within its current band in the I&E FX window and CBN spot.

research@cordros.com
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Important Disclosure

This document has been issued and approved by Cordros Capital (Cordros) and 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.

Investments discussed in this report may not be suitable for all investors. This report is provided solely for the information of Cordros clients who are then
expected to make their own investment decisions. Cordros conducts designated investment business with market counter parties and customers and this
document is directed only to such persons. Cordros 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 and may not be reproduced, distributed or published by any recipient for any purpose without prior
express consent of Cordros. Users of this report should bear in mind that investments can fluctuate in price and value. Past performance is not
necessarily a guide to future performance.

Cordros and/or a connected company may or may not have 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. Cordros is regulated by the Securities and Exchange Commission to conduct investment business
in Nigeria.

research@cordros.com



