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No respite for inflation as floods limit food supply 
 

The recent heaving flooding across most parts of Nigeria remains a critical factor that will 
drive food inflation numbers for the last quarter of 2023. According to a Business Day news 
report, traders and distributors say the price of a 50kg bag of locally parboiled rice is 
expected to go as high as N50,000 before December. It was stated in the report that the 
flood incidents in Africa’s biggest economy have destroyed 70,566 hectares of farmland, 
damaged 45,249 houses and displaced over 1.4 million Nigerians, with about 600 persons 
reported dead based on data from the Ministry of Humanitarian Affairs. The floods have 
resulted in an increase in prices of food items, especially in affected communities. Rice, a 
key staple mostly consumed by households, has been affected the most by the floods, 
resulting in an increase in the price of paddy to N30,000 per tonne from N200,000 per tonne 
in three weeks. The recent jump in paddy prices is piling more pressure on rice millers that 
are already contending with rising production costs amidst a nearly three-fold increase in 
diesel cost. 
 

According to the report, the floods have submerged hundreds of rice farmlands and have 
also worsened the transportation situation in the North.  33 out of the country’s 36 states 
have been ravaged by the floods, causing transportation costs to further surge as tankers 
conveying petroleum products to the northern states are unable to move since the incidents 
have blocked most road networks in the region. According to Ade Adefeko, vice president 
of external relations and stakeholder management at Olam Agri, the country’s largest 
farmland of 10,000 hectares in Nasarawa owned by Olam and worth about US$140 million, 
has been submerged by floods.  
 

Meanwhile, Food inflation has remained above 20.0% since June, reaching 23.34% in 
September and is also currently at a 17-year high. On a month-on-month basis, the food 
basket grew slower by 1.43% compared to 1.98% in August. We had forecasted a respite for 
food inflation following the commencement of the harvest period. However, looking ahead, 
we expect food and core inflation to remain sticky due to the impact of the floods.  Election 
and yuletide season spending amidst the continuous devaluation of the Naira, will likely add 
further pressure. 
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MARKET UPDATE 

1 year 31-Dec-21 1 day

NSE - Index* 41,814.94    42,716.44        44,788.14      

Naira / US$ 415.10 435.00 441.67

Brent, US$/bbl 86.40 77.78 91.74

MPR % 11.50 11.50 15.50

Source: Nigerian Stock Exchange, Central Bank of 
Nigeria, Bloomberg. *Nigerian Stock Exchange All-
Share Index. 
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Today's news headlines: 
              
Atiku, Obi, Tinubu’s energy plans conflict with reality: Bola Tinubu, presidential 
candidate of the All Progressives Congress, wants to raise Nigeria’s oil output to 4 million 
barrels per day as investors flee the Niger Delta; Labour Party’s Peter Obi seeks to legalise 
artisanal refiners but they steal the crude they refine; and Peoples Democratic Party’s Atiku 
Abubakar has ambitions to privatise the Nigerian National Petroleum Company despite 
glaring hurdles. As elegant as these plans sound, they are unmoored from reality. 
BusinessDay’s analysis of the energy plans of the presidential candidates of the major 
political parties reveals that in the main, they could end up as pipe dream unless they are 
tweaked to accommodate current realities and backed by enough political will to push 
through badly needed reforms against the current of corruption...Source: businessday.ng  
https://businessday.ng/big-read/article/atiku-obi-tinubus-energy-plans-conflict-with-reality/  
 
Nigeria risks deeper debt crisis on low revenues – KPMG: Nigeria is at risk of a deeper 
debt crisis if the government does not take urgent steps to boost revenues, according to 
Adewale Ajayi, partner and head of tax, regulatory and people services at KPMG Nigeria. 
Ajayi said this on Tuesday in the October 2022 episode of the KPMG Social Media Tax Chat, 
titled ‘2023 Budget: Is Nigeria facing a revenue crisis or a debt crisis?’ Ajayi said Nigeria is 
experiencing a revenue crisis that has triggered a debt crisis. “If we do not generate enough 
revenue, we would have to borrow. Borrowing to fund recurrent expenditure instead of 
revenue-generating infrastructure will lead to a vicious circle where we keep 
borrowing.”.….”. Source: : businessday.ng  
https://businessday.ng/news/article/nigeria-risks-deeper-debt-crisis-on-low-revenues-ajayi/ 
   
 
FG admits huge spending on fuel subsidy: The Federal Government, on Tuesday, said that 
it had spent so much in subsidising the Premium Motor Spirit, popularly petrol, confirming 
The PUNCH’s investigative report on the huge fuel subsidy spending by the current regime. 
On Monday, The PUNCH exclusively reported that the administration of the President, 
Major General Muhammadu Buhari (retd.), could spend nothing less than N10.976tn as 
subsidy on PMS, from when it came to power in 2015 till May 2023. The report stated that 
already the government had spent about N6.88tn in subsidising the commodity, according 
to data obtained from the Nigerian National Petroleum Company Limited and the Nigeria 
Extractive Industries Transparency Initiative. Source: punchng.com  
https://punchng.com/fg-admits-huge-spending-on-fuel-subsidy/   
 
Floods Killed 612 Persons as FG Sends Relief Materials to 21 States: This is just as the 
government revealed that 1,427,370 persons have been internally displaced, approximately 
2,776 persons injured, while 612 persons have lost their lives due to the devastating effects 
of the floods across the country. The Minister of Humanitarian Affairs, Disaster 
Management and Social Development, Sadiya Umar Farouq, disclosed this yesterday while 
updating the public on the interventions made by the ministry and the National Emergency 
Management Agency (NEMA) on the flood situation across the country. She said this just as 
the Minister of Defence, Major Gen Bashir Magashi (rtd), yesterday called for national 
resilience following the devastating flood across the nation... Source: Thisdaylive.com 

https://www.thisdaylive.com/index.php/2022/10/26/floods-killed-612-persons-as-fg-sends-
relief-materials-to-21-states/  
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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. 
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