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Insecurity; a major threat to rail transport

Based on recent data by National Bureau of Statistics (NBS) from Nigeria Railway Corporation (NRC),
the number of rail transport passengers in Q3 2022 was 500,348, lower than the 696,841 reported in the
corresponding period of 2021, representing a decline of 28.20%. In Q4 2022, the number of passengers
rose by 30.10% to 1.34 million persons from 1.03 million persons in Q4 2021, while the volume of goods
transported decreased by 1.50%. Revenue generated from passengers was N1.15 billion, a decrease of
39.54% from the same period last year.

The huge rail infrastructural deficit in Nigeria over the last 30 years has been of concern, as over-reliance
on road haulage has also led to faster dilapidation of roads, while the truck movement of cargoes is a
major factor behind the very high cost of cargo clearance from Nigeria’s ports. The topography of the
country supports an efficient and sustainable rail infrastructure; yet since the decline and obsolescence
of the rail infrastructure built during the colonial era, the Nigerian Railway Corporation (NRC) has been
largely moribund and ineffective, existing mainly as a property leasing agency in respect of the landed
property owned by the corporation.

However, the intensified effort of the government seems to be changing the narrative, supported by
recent investments in the rail line, such as the Abuja Light Rail, Abuja-Kaduna, Lagos-Ibadan, Ibadan-
Kano. The impact of these recent investments and the gradual recovery of the economy from thecovid
induced recession in 2020 must have supported the strong performance witnessed in the sector in Q1
2022. Specifically, the rail transport sector grew by 124.54%y/y in Q1 2022, the highest on record.
However, it appears that recent issues of insecurity have overturned the positive trajectory.

Railways are a climate-smart and efficient way to move people and freight and promote economic
growth while cutting greenhouse gas emissions. They are a clean and compact way to move millions of
passengers and millions of tons of goods across countries. That said, the high level of Insecurity that in
the country is fast becoming a major bottleneck to patronage despite the current administration’s
efforts to integrate rail transport into the Nigeria transportation system. Recent attacks on the Abuja-
Kaduna rail line leave a lasting fear in the minds of many Nigerians.
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MARKET UPDATE

Indicators 1year 30-Dec-22 1day
NSE - Index* 47,545.86 51,251.06 51,120.94
Naira/USs 416 461.50 464.25
Brent, USs/bbl 113.16 85.91 84.76

MPR % 11.50 16.50 18.00

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

Fuel subsidy: FG begins 40% pay rise for workers April ending: Barring any last-minute
change of plans, the Federal Government will begin payment of the planned increase in civil
servants’ pay by the end of this month (April), The PUNCH can report. The President, Major
General Muhammadu Buhari, retd, is expected to give his final assent for disbursement any
moment from now. If the proposal sails through, it means the increase will be coming about
two months to the June date proposed for the removal of petrol subsidy. Officials of the
Federal Government told The PUNCH exclusively that the fresh pay increase, tagged
consequential allowance, would lead to a 40 per cent rise in the current pay of government
workers. y Source:punchng.com https://punchng.com/fuel-subsidy-fg-begins-40-pay-rise-
for-workers-april-ending/

Gas: NNPC deepens investments in AKK, OB3, others: The Nigeria National Petroleum
Company Ltd. (NNPC Ltd) said it is deepening investments in the Ajaokuta-Abuja-Kano-
Kaduna (AKK) gas pipeline and OB3 gas interconnector to support five billion standard cubic
feet per day domestic gas utilisation. Malam Mele Kyari, the Group Chief Executive, NNPC
Ltd., made this known in Abuja on Monday, at the opening of the sixth edition of the Nigeria
International Energy Summit (NIES 2023). Kyari explained that the company was investing
heavily in critical infrastructure, adding that it was also investing in five gigawatts of power
generating capacity by developing power plant projects along AKK pipeline corridor and
across the country to complement the existing ones. Kyari said that the company was
investing heavily in critical infrastructure. Source: sunnewsonline.com
https://sunnewsonline.com/gas-nnpc-deepens-investments-in-akk-ob3-others-kyari/

Nigeria spent 96.3% of 2022 revenue on debt servicing ~-World Bank: Nigeria may have
spent a staggering 96.3 percent of its 2022 revenue to service its national debt currently
standing at over N44.6trillion according to the World Bank. This worrisome statistic was part
of the Bank’s Macro Poverty Outlook for Nigeria: April 2023 brief, released by the Britton
woods institution recently. The report highlighted that Nigeria’s fiscal position deteriorated
in 2022, with the cost of the petrol subsidy increasing from 0.7 percent to 2.3 percent of the
country’s gross domestic product (GDP). It further revealed that the country’s public debt
stock remained at over 38 percent of GDP and the debt service to revenue ratio soared from
83.2 percent in 2021 to a staggering 96.3 percent in 2022 Source : sunnewsonline:
https://sunnewsonline.com/nigeria-spent-96-3-of-2022-revenue-on-debt-servicing-wbank-
2/#:~:text=Nigeria%20may%20have%20spent%20a,by%2othe%20Brittonwoods%2oinstit
ution%2orecently.

National savings sensitisation to commence soon —SEC: The Securities and Exchange
Commission (SEC), says the capital market community is to commence sensitization and
stakeholder engagement on the implementation of the National Savings Strategy (NSS). To
this end, an Implementation Committee would be established to ensure success of this
initiative. This was disclosed by the Director General of the Securities and Exchange
Commission Mr. Lamido Yuguda at the end of the First Quarter (Q1) Capital Market
Committee meeting which held via Zoom recently. Yuguda explained the need to establish a
National Savings Strategy as outlined in the Capital Market Master Plan as one of the key
strategies to enhance capital formation by mobilising domestic funds for investment to drive
rapid economic growth. Source sunnewsonline.com
https://sunnewsonline.com/national-savings-sensitisation-to-commence-soon-sec/
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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
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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 %.

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
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 Nigerian Stock Exchange.
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