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Headline Inflation surges to a new 17-year high of 21.82% in January

The Headline inflation rate resumed its upward trend in January surging to a new 17-year high
of 21.82% which is 48bps higher than the 21.34% recorded in December 2022. On a Month-
on-month, headline inflation remained upbeat, up 16bps to 1.87% in January from 1.71 in
December 2022. These numbers were largely driven by disruption in local food supply (caused
by widespread insecurity and flooding), high energy cost, imported inflation (triggered by
disruption in global supply chain and Naira depreciation), and increase in the cost of
production which is passed on to end consumers.

Food inflation increased to 24.32% in January from 23.75% in December 2022. On a month-
on-month basis, the food basket grew higher by 2.08% compared to 1.89% in November and
1.40% in October. According to the Nigerian Bureau of Statistics (NBS), the increase was
attributed to an increase in the prices of some food items like bread & cereals, fish, oil and
fat, potatoes & tubers, and fruits, etc. However, we believe the increase in food prices could
be attributed to the pass-through effect of the increase in logistics and haulage cost as the
country continues to grapple with persistent petrol scarcity and heightened insecurity.

Core inflation was up 25bps to 19.16% in January from 18.49% in December. Month-on-
month, the core basket grew by 1.82% in January from 1.33% recorded in December and
1.67% in November. The highest increases were recorded in prices of gas, liquid fuel,
passenger transport by air, vehicles spare parts, fuels and, lubricants for personal transport
equipment, solid fuel, etc. Looking ahead, despite the aggressive monetary policy approach
by the CBN to curtail spiking inflation numbers, we expect the upward trend in the headline
inflation to persist albeit at a moderate level, as the country’s inflation numbers remain
supply driven. Also, we envisage that increased election spending will influence February
inflation numbers as we fast approach the 2023 general elections.
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MARKET UPDATE

1year 30-Dec-22 1day

NSE - Index* 47,109.25 51,251.06 54,507.66
Naira/USs 416.50 461.50 461.50
Brent, USs/bbl 94.81 85.91 85.38
MPR % 11.50 16.50 17.50

Source: NGX Exchange, Central Bank of Nigeria,
Bloomberg. *NGX Exchange All-Share Index.
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News headlines:

Buhari Directs CBN to Release Old N2oo Note into Circulation Till April 10: President
Muhammadu Buhari has directed the Central Bank of Nigeria (CBN) to release into circulation
the old N20oo note as legal tender up till April 10, 2023. In a national broadcast on Thursday
morning on the challenges of the currency swap and state of the nation, the president said he
was giving the directive to ease the new notes supply among the citizenry. He said: “To
further ease the supply pressures particularly to our citizens, | have given approval to the CBN
that the old N2oo bank notes be released back into circulation and that it should also be
allowed to circulate as legal tender with the new N20o, N5oo, and N1,000 banknotes for 60
days from February 10, 2023 to April 10, 2023 when the old N20oo notes ceases to be legal
tender.Source: thisdaylive.com
https://www.thisdaylive.com/index.php/2023/02/16/buhari-directs-cbn-to-release-old-n200-
note-into-circulation-till-april-10/

New naira scarcity may worsen consumer spending — Fitch: Fitch Ratings, a global rating
agency, has said that the demonetisation drive by the Central Bank of Nigeria will likely be
disruptive soon with a cash shortage that may affect consumer spending and boost the
demand for foreign exchange. It said this in its report titled ‘Nigeria’s economic challenges
highlight importance of post-election policies’. It also said that the Supreme Court’s
suspension of the February 10 deadline will temporarily ease the risk of intense cash
shortages. The rating agency said, “The Nigerian Supreme Court’s suspension of a 10
February deadline for exchanging old banknotes into new eases, at least temporarily, the risk
of intensifying cash shortages. However, the demonetisation drive is still likely to be
disruptive in the near term. Source: Punchng.com
https://punchng.com/new-naira-scarcity-may-worsen-consumer-spending-fitch/

CBN opens portal for deposit of old naira notes: The Central Bank of Nigeira, CBN has
opened a portal for Nigerians to to deposit the old Naira notes by filling up forms. This
development comes after the adjournment of the case on the legality of the February 1o,
2023 deadline for the Naira Swap to February 22 by the Supreme Court. The Supreme Court
adjourned the case till February 22, 2023, and ordered that the old Naira notes remain legal
tender until it sits next week Wednesday. Meanwhile, the portal for depositing old Naira
notes has opened up on the Central Bank’s official website. On the portal, which is on
cbn.gov.ng, depositors are required to fill in their bank details, address, the amount to be
deposited as well as the denominations to be deposited, after which a reference number is
generated. Source: vanguardngr.com
https://www.vanguardngr.com/2023/02/cbn-opens-portal-for-deposit-of-old-naira-notes/

FEC okays cargo e-tracking to curb revenue leakage: The Federal Executive Council, on
Wednesday, approved the installation of Electronic Cargo Tracking Notes for seaports
nationwide. It said the ECTN would tackle several challenges, such as the under-declaration,
concealment, and wrong classification of cargos, which are “the primary causes of revenue
leakages, insecurity and safety issues at the borders. “The Minister of Transportation, Mu'azu
Sambo, disclosed this while briefing State House correspondents after the weekly Federal
Executive Council meeting presided over by the President, Major General Muhammadu
Buhari (retd.), at the Aso Rock Villa, Abuja. Sambo said the scheme, which is already
operational in 26 African countries, would plug revenue leaks and is expected to generate
between sgom-$235m annually for the FG. Source: Punchng.com
https://punchng.com/fec-okays-cargo-e-tracking-to-curb-revenue-leakage/
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Analyst Certification

Each research analyst principally responsible for the preparation and content of all or any identified portion of this research report
hereby certifies that all the views expressed in this research report accurately reflect his/her personal views about those issuer(s) or
securities that the research analyst covers in this research report. Each research analyst also certifies that no part of his/her
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.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities
and Exchange Commission, Nigeria. CSLS is a member of the NGX Exchange.
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Important Risk Warnings and Disclaimers

CSL Stockbrokers Limited ("CSLS") is requlated by the Securities and Exchange Commission, Nigeria. CSLS is a member of
the NGX 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
YOU TO 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.

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 orincome
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.
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and Exchange Commission, Nigeria. CSLS is a member of the NGX Exchange.



CSL
—
————

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 NGX Exchange A trading name of CSL Capital (UK) Ltd
PO Box 9117 43-44 New Bond Street
Lagos State, NIGERIA London
Wa1s 2SA

United Kingdom

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities
and Exchange Commission, Nigeria. CSLS is a member of the NGX Exchange.



