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Nigeria’s production quota up to 1.8mbpd

Following the 29th OPEC and non-OPEC Ministerial Meeting held through videoconference
on 2 June 2022, the Organisation increased Nigeria’s production quota to about 1.799m
barrels per day. The cartel and its allies, OPEC+ would increase oil production by 648,000
barrels per day in July. For several months, Nigeria has failed to meet its OPEC quota,
blaming massive oil theft, inability to restart oil wells shut down in the wake of the Covid-19
pandemic, lack of investments as well as community issues. There has been a continuous
fall in production volumes through the year. In an interview with Reuters, the Nigerian
Petroleum Minister, Zainab Ahmed, noted that low crude oil production means Nigeria is
barely able to cover the cost of imported petrol from its oil and gas revenue.

The oil sector contracted deeply (-26.04%y/y) despite a better average price of Brent Crude
in Q1 2022 compared to Q4 2021 and Q1 2021, due to low production. Brent crude averaged
US$97.86/bbl in Q1 2022, compared to US$79.66/bl in Q4 2021 and an average price of
US$61.32/bl in Q1 2021. Meanwhile, the NBS pegged average daily oil production for Q1
2022 at 1.49mbpd, lower than that of 1.5ombpd in Q4 2021 and 1.72mbpd in Q1 2021. The
uninspiring output was largely due to crude oil terminal maintenance, shutdowns, theft and
reduced investments. With the perennial issues affecting oil production in the country, we
struggle to see any recovery in the near term, though a recent Reuters Survey pointed to
about 70,000bpd increase in May. The passage of the PIB that should have incentivized
investments into the sector appears ineffective considering the reintroduction of the subidy
regime which goes against the dictates of the PIB, has made the space unattractive for
investors. The oil sector contributed 6.63% to real GDP in Q1 2022.

Brent oil price remains high, and closed yesterday at US$116.29/bbl. Theoretically, the
continued uptrend in crude oil prices, a major source of foreign exchange to the country,
with the increasing production quota from OPEC should imply signify significant FX
accretion and should imply increased revenue, given the country’s oil price budget of
US$62/bbl for 2022. However, the perennial issues limiting production continues to mask
the gains from high oil prices.

Average daily oil production (excluding condensates)
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MARKET UPDATE

1year 31-Dec-21 1day

NSE - Index* 38,482.52 42,716.44  52,840.21
Naira/US$ 411.06 435.00 419.50
Brent, USs/bbl 71.35 77.78 116.29
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

Bank customers to produce indemnity for online transfers above Nim - CBN: The
Central Bank of Nigeria has ordered banks and Payment Service Providers to accept
indemnity from customers for highly secured online funds transfers. It stated this in a
circular signed by the Director, Payments System Management Department, Musa Jimoh,
with the reference number: PSM/DIR/PUB/CIR/o1/006, titled ‘Circular on the review of
operations of the NIBSS Instant Payments System and other electronic payment options
with similar features’, which was released on Thursday. The circular stated that “Further to
the circular on the above reference BSP/DIR/GEN/CIR/o1/011 and dated August 13, 2014,
banks are hereby required to comply with the following:. Source: punchng.com
https://punchng.com/bank-customers-to-produce-indemnity-for-online-transfers-above-

nim-chn/

Yadudu: Restoring Critical Airport Facilities Will Improve Air Transport in Nigeria: RESA
Airport Digital Solutions, which provides easy passenger facilitation, which we used to
replace SITA that provides similar services, is very good. RESA and SITA are the biggest two
in the world. Most of Europe is RESA and SITA and most of the USA is SITA because it is an
American Company etc, but SITA was giving us service for only two airports (Lagos and
Abuja) and we went and negotiated an agreement with RESA that covers the five
international airports. So, instead of covering two for 10 years, now, we are covering five
international airports. We now have a larger number of check-in systems delivered to the

airports. There is departure control system all in this one and many other services.
Source: thisdaylive.com

https://www.thisdaylive.com/index.php/2022/06/03/yadudu-restoring-critical-airport-
facilities-will-improve-air-transport-in-nigeria/

New terminal: Foreign airlines reject FG’s relocation order: The majority of the foreign
airlines operating in Nigeria have rejected offers by the Federal Airports Authority of Nigeria
to relocate their operations into a newly built terminal at the Murtala Muhammed
International Airport, Lagos. The new terminal, built by the Federal Government with
Chinese loans, was inaugurated in March by the President, Major General Muhammadu
Buhari. The Managing Director, FAAN, Captain Rabiu Yadudu, told journalists in Lagos that
although some foreign airlines had refused to relocate to the terminal, the agency might be
forced to relocate their operations to the place at the appropriate time.Source: punchng.com
https://punchng.com/new-terminal-foreign-airlines-reject-fgs-relocation-order/

Electricity tariff surge by 58% after Nsoobn subsidy suspension —Report: Findings have
shown that electricity tariffs increased by 58 per cent after the Federal Government yanked
off a yearly subsidy of Ngoobn to the power sector. Documents obtained by The PUNCH
showed that the subsidy was removed in 2020, leading the Nigerian Electricity Regulatory
Commission to equally increase tariffs from N31/kWh to N4g/kWh starting from last year.
The document titled, ‘Analysis of the Commercial KPIs for ANED's Members/2021’, which is
the latest report by the Association of Nigerian Electricity Distributors, said with the
effective implementation of the Service Based Tariff in November 2020, the Federal
Government removed electricity subsidies of over Nsoobn and “allowed tariff increase from
31 N/kWh up to 49 N/kWh in 22 months.” Source: punchng.com
https://[punchng.com/electricity-tariff-surge-by-58-after-nsoobn-subsidy-suspension-

report/
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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 o) 1 1 o 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.
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