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Low production continues to mask gains from high oil prices 
 

A ThisDay report, this morning, says a Floating Production, Storage and Offloading (FPSO) 
vessel with a capacity to process up to 22,000 barrels of oil per day, inject up to 40,000 
barrels of water per day and store 2 million barrels of oil, exploded and sunk at the Ukpokiti 
Terminal, around Escravos, Warri South-west, Delta State. According to the report, the 
huge facility, TRINITY SPIRIT, was built in 1976, with a carrying capacity of 274,774 Dead 
Weight Tonnage (DWT) and an overall length of 337.05 meters and a width of 54.5 meters. 
The asset is owned by Shebah Exploration and Production Company Limited (SEPCOL) 
which acquired all of 40% of Conoco Phillips equity interest in OML 108. The actual cause of 
the explosion is yet to be known as of the time of writing. 
  
In other news, there are reports that Nigeria missed its crude oil output target for January 
2022, producing 1.46 million barrels per day compared with 1.683 million bpd approved by 
the Organisation of Petroleum Exporting Countries. According to the reports, the country’s 
continued inability to meet its output target had caused the repeated plunge in oil earnings, 
leading to the monthly drop in the NNPC’s remittances to the Federation Account. Crude oil 
production as of 9M 2021 averaged 1.57mb/d, which lags the OPEC benchmark of 1.62mb/d. 
The uninspiring output was largely due to crude oil terminal maintenance, shutdowns, and 
reduced investments. Hence, growth in the sector was a negative 10.73% as of Q3 2021. 
  
Crude oil terminal maintenance, shutdown, vandalism, and reduced investments in the oil 
sector have continued to undermine oil production, masking the gains from increasing oil 
prices. The new Petroleum Industry Act 2021 (PIA) which was signed into law by the 
President on 16 August 2021 to repeal the extant Petroleum Act 2004, creates provisions 
and innovations that will affect various aspects of the oil and gas industry and we are 
hopeful that it will result in increased investments in the oil and gas sector. We project crude 
oil production (including condensates) will reach 1.75mb/d in 2022. While this is an 
improvement from 2021 levels, it still lags the 5-year average of 1.85mb/d. We expect the 
continued elevated crude oil price, coupled with the passage of the PIA, to incentivize 
drilling activities. Beyond this, we expect the commencement of 160,000 Amukpe-Escravos 
export terminals in H2 2022 to support crude oil production. 
 

Brent Crude Price 
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Source: Bloomberg, CSL Research  

MARKET UPDATE 

1 year 31-Dec-21 1 day

NSE - Index* 42,043.79    42,716.44        46,930.66      

Naira / US$ 395.00 435.00 416.25

Brent, US$/bbl 57.46 77.78 89.47

MPR % 11.50 11.50 11.50

Source: Nigerian Stock Exchange, Central Bank of 
Nigeria, Bloomberg. *Nigerian Stock Exchange All-
Share Index 
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Today’s news headlines:              
 

FEC approves $328.87m railway consultancy services, N115.4bn Katsina road 
dualisation: The Federal Executive Council presided over by the President, Major General 
Muhammadu Buhari (retd.), on Wednesday, approved N115.4bn for the dualisation of the 
proposed Kano-Kazaure-Kongolam highway in Katsina State from single carriageway to a 
dual carriageway. The Minister of Works and Housing, Babatunde Fashola, who disclosed 
this to State House correspondents after the council meeting, explained that the project 
which covers 131.4 kilometers would be completed in 48 months. He said, “The Ministry of 
Works and Housing presented a memo for the dualisation of the Kano-Kazaure-Kongolam 
highway’s 131.4 kilometers from a single carriageway to dual carriageway. Source: punchng.com                
https://punchng.com/fec-approves-328-87m-railway-consultancy-services-n115-4bn-
katsina-road-dualisation/ 
 
FG pays fuel transporters N22.7bn bridging claims: The Federal Government has paid 
bridging claims amounting to N22.7bn to transporters of petroleum products, the Nigerian 
Midstream and Downstream Petroleum Regulatory Authority has said. The NMDPRA said 
the government would also pay another N30bn to the transporters this week to ensure the 
smooth distribution of petroleum products across the country. Bridging claims represent 
the cost of transporting fuel from Pipelines and Products Marketing Company depots to 
approved zones to ensure a uniform pump price across the country. Source: punchng.com 
https://punchng.com/fg-pays-fuel-transporters-n22-7bn-bridging-claims/ 
 
Promissory notes: FG to pay N312bn to states, others in 2022: The Federal Government is 
expected to pay off five promissory notes worth N311.73bn, which will all mature in 2022. 
While payment for three promissory notes will be made to state governments, the 
remaining two will be made to judgement creditors. This is according to a document titled, 
‘Schedule of promissory notes issued by category as of December 2021’, which is available 
on the website of the Debt Management Office. According to Investopedia.com, a 
promissory note is a debt instrument that contains a written promise by one party (the 
note’s issuer or maker) to pay another party (the note’s payee) a definite sum of money, 
either on-demand or at a specified future date. Source: punchng.com              
https://punchng.com/promissory-notes-fg-to-pay-n312bn-to-states-others-in-2022/ 
 
Despite Perceived Challenges, More Countries Push for 5G Adoption as Rollout Begins 
in Nigeria February: More countries in Africa, Asia and Europe are pushing for the adoption 
and rollout of 5G network, despite perceived fears in some quarters that 5G technology will 
cause so much interference to aviation signals and even health hazards to humans, even 
though such fears are not known to any scientific studies. In Africa, countries like Nigeria, 
South Africa, Kenya and Uganda have carried out trial-test on 5G technology in preparation 
for rollout. Nigeria, which has even gone beyond trial testing of 5G technology, had 
concluded the auction of its 5G spectrum license, and the spectrum winners, MTN Nigeria 
Plc and Mafab Communications Limited, are expected to pay the 5G spectrum licence fee 
this February to enable them commence 5G network rollout. Source: thisdaylive.com              
https://www.thisdaylive.com/index.php/2022/02/03/despite-perceived-challenges-more-
countries-push-for-5g-adoption-as-rollout-begins-in-nigeria-february/ 
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Analyst Certification 

Each research analyst(s) principally responsible for the preparation and content of all or any identified portion of this research report hereby 
certifies that all of the views expressed in this research report. Each research analyst(s) also certify that no part of their compensation was, is, or will 
be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research analyst in this research report. 
 

Important disclosures 

Analysts' compensation is based upon activities and services intended to benefit the investor clients of CSL Stockbrokers 
Limited, Lagos and the affiliates of FCMB Group, Lagos, Nigeria (“the Group”). Analysts receive compensation that is impacted 
by overall profitability of the Group, which includes revenues from, among other business units, Institutional Sales and Trading 
and Capital Markets/Investment Banking. 

CSL Research Ratings Distribution 

    Buy Hold Sell Not Rated Total 

Coverage universe 17 10 5 3 35 

% distribution 49% 29% 14% 9%   

Investment banking clients  0 1 1 0 2 

% distribution 0% 50% 50% 0%   

 

 

Explanation of CSL Research's equity research rating system 

Buy:  The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon. 

Hold:  The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment 
horizon. 

Sell:  The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment horizon. 

Not Rated:  The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies in 
certain circumstances including when CSL Capital UK or the Group is acting in an advisory capacity in a merger or 
strategic transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the 
company in question. 

Benchmark:   The benchmark is the trailing three year average yield of the 12 month T-Bill plus one standard deviation rounded to the 
nearest percent.  

Price targets:  Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and by 
other risks related to the company or the market, and may not occur if the company's earnings fall short 
of estimates. 

Asset allocation:  Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) 
for equities, cash and fixed income instruments is based on a number of metrics and does not relate to a 
particular size change in one variable. 
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Important Risk Warnings and Disclaimers 

 

CSL STOCKBROKERS LIMITED (“CSLS”) is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a 
member of the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number: 
11818051), trading in the name of ‘CSL Stockbrokers’ for its activities, is authorised by the Financial Conduct Authority 
(FCA). 

 

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group (“the Group”) of Nigeria, a group of companies 
which also includes First City Monument Bank Ltd. 

 

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE 
YOUTO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the 
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any member 
of the Group is not acting for any recipient of this document and will not be responsible for providing advice to any 
recipient in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any 
recipient for providing the protections afforded to its clients. 

 

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 
(Financial Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made. 

 

In the United Kingdom, this document is available only to such persons described above and persons of any other 
description should not rely on this document. Transmission of this document to any other person in the United Kingdom 
is unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or 
if the distribution of this document is otherwise unlawful where you are, you are required to return the document 
immediately to CSLS. This document is not intended for Retail Clients in the UK. 

 

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not 
provide individually tailored investment advice. It has been prepared without regard to the individual financial 
circumstances and objectives of persons who receive it. The appropriateness of a particular investment will depend on an 
investor’s individual circumstances and objectives. The investments and shares referred to in this document may not be 
suitable for all investors. 

 

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary 
trading positions in those shares, and may receive remuneration for the publication of its research and for other services. 
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available 
to CSLS, or the Group, which is not reflected in this material. Further information on CSLS’ policy regarding potential 
conflicts of interest in the context of investment research and CSLS’ policy on disclosure and conflicts in general are 
available on request. 

 

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but 
which it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, 
representation or warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or 
their advisors, directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for 
any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this 
document. The opinions contained in this document are subject to change without notice and are not to be relied upon 
and should not be used in substitution for the exercise of independent judgment. 
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Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may 
not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of 
the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or 
income of  that investment. In case of an investment for which there is no recognised market it may be difficult for 
investors to sell their investment or to obtain reliable information about their value or the extent of the risk to which they 
are exposed. 

 

The information contained in this document is confidential and is solely for use of those persons to whom it is addressed 
and may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose. 

  

@Copyright CSL STOCKBROKERS LIMITED, 2022. All rights reserved. 

 

CSL STOCKBROKERS LIMITED  CSL Stockbrokers 

Member of the Nigerian Stock Exchange A trading name of CSL Capital (UK) Ltd  

PO Box 9117    43-44 New Bond Street 

Lagos State, NIGERIA    London  

W1s 2SA  
     United Kingdom 
 
 


