NIGERIA DAILY

. . Nigeria

Inflation

Comment on recent news - this page
Today's headlines — page two
Recommendations and valuations — page three

17 October 2023

Headline Inflation hits 26.72% in September.

Headline inflation maintained its upward trend in September, increasing to 26.72%, which is
92bps higher than the 25.80% recorded in August and 594bps higher than the 20.77%
recorded in August 2022. Month-on-month, headline inflation slowed to 2.10%, which is
108bps lower than the 3.18% recorded in August. The growth in headline inflation was driven
by increases in both food and core inflation. The CPI basket saw significant growths in the
components of food & non-alcoholic beverages (13.84% y/y), housing water, electricity, gas
& other fuel (4.47% yly), clothing & footwear (2.04% y/y), transport (1.74% y/y), furnishings &
household equipment & maintenance (1.34% y/y), education (1.05% y/y).

Food inflation, a major driver of headline inflation, increased by 130bps to 30.64% in
September from 29.34% in August. On a month-on-month basis, the food inflation rate
declined to 2.45% compared with 3.87% in August. The Nigerian Bureau of Statistics (NBS)
attributed the year-on-year increase in food inflation to the rise in prices of oil and fat, bread
and cereals, potatoes, yam and other tubers, fish, fruit, meat, vegetables and milk, cheese,
and eggs. Core inflation rate, which excludes the prices of volatile agricultural produce and
energy grew to 21.84% from the 21.15% recorded in August. The highest increases were
recorded in passenger transport by road, passenger transport by air, medical services, repair
of furniture, maintenance, and repair of personal transport equipment, etc.

The removal of petrol subsidies and the devaluation of the exchange rate continue to impact
the prices of goods and services, as headline inflation reaches new highs. Despite the recent
moderation in global food prices, food inflation remains a primary driver of the country's
headline inflation due to the direct and indirect effects of the devaluation of the exchange
rate and the fuel subsidy removal. We expect headline inflation will continue to increase till
the end of the year. If other policies such as the implementation of new import duties on
selected goods and new taxes from the Finance Act are implemented before year end,
headline inflation may reach a peak of 29.8% as we have earlier forecasted.

Headline, Core Inflation (LHS) and Food Inflation (RHS)
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MARKET UPDATE

1year 30-Dec-22 1day

NSE - Index* 46,365.95 51,251.06 67,037.93
Naira /USs 440.80 461.50 778.80
Brent, USs/bbl 90.18 85.91 89.65
MPR % 15.50 16.50 18.75

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

2024: FG plans N26tn budget, debt servicing to gulp N8.25tn: The Federal Government
plans to spend 61.63 per cent of its planned 2024 on personnel and debt service costs, The
PUNCH has learnt. The personnel and pension costs of N7.78tn and the debt service cost of
N8.25tn make up N16.03tn out of the N26.01tn 2024 budget. The PUNCH also observed that
the government would spend more on debt servicing than it would spend on paying the
salaries and pensions of its workers. Also, the amount budgeted for personnel and pension
costs is expected to increase from N5.87tn in 2023 to N7.78tn in the 2024 budget. This showed
an increase of Ni.g9itn or 32.54 per cent amid concerns for a reduction in the cost of
governance. Source: Punchng.com
https://punchng.com/2024-fg-plans-n26tn-budget-debt-servicing-to-gulp-n8-25tn/

IEA, OPEC’s Views on Oil Demand Growth in 2024 Widen: The gap between two leading oil
forecasters’ views on 2024 demand growth has widened, with the International Energy
Agency (IEA) predicting a sharper slowdown while Organisation of Petroleum Exporting
Countries (OPEC) stuck to expectations for buoyant China-led growth. OPEC and the IEA,
which represents industrialised countries, have clashed in recent years over issues such as the
long-term oil demand outlook and the need for investment in new supplies. In a monthly
report, the IEA lowered its forecast for growth in oil demand in 2024 to 880,000 barrels per
day from 1 million bpd, suggesting harsher global economic conditions and progress on
energy efficiency will weigh on consumption. Source: thisdaylive.com
https://www.thisdaylive.com/index.php/2023/10/17/iea-opecs-views-on-oil-demand-
growth-in-2024-widen

Consumers paid N268bn electricity bills in Q2 — FG: The Federal Government, on Monday,
said power consumers paid a total of N267.86bn as electricity bills in the second quarter of
this year. It disclosed this in the just released second quarter 2023 report of the Nigerian
Electricity Regulatory Commission, while explaining the collection efficiency of power
distribution companies during the review period. It said, “The total revenue collected by all
Discos in 2023/Q2 was N267.86bn out of N354.61bn billed to customers. This translates to a
collection efficiency of 75.54 per cent, which represents an increase of 6.79pp (basic points)
when compared to 2023/Q1 (68.75 per cent). “The increase in collection efficiency can be
attributed to the increased metering by Discos and the implementation of various collection
campaigns for improved remittance by post-paid customers."”. Source: punchng.com
https://punchng.com/consumers-paid-n268bn-electricity-bills-in-g2-fg/

Boost for naira as Nigeria to receive $1.5bn World Bank loan by year-end: Nigeria’s
embattled naira is set for a lift after lawmakers approved plans by the government to seek a
$1.5 billion loan from the World Bank. Wale Edun, the Finance Minister, told reporters in
Abuja, the capital city, on Monday that the funding will be concessionary and is expected to
be secured by December. Nigeria will also seek $80 million of financing from the African
Development Bank, he said. The naira weakened to N778.80 per US dollar on Monday at the
official market, according to data from FMDQ but was stable at N1,049 per USD on the
streets. Source: businessday.ng
https://businessday.ng/news/article/boost-for-naira-as-nigeria-to-receive-1-sbn-world-
bank-loan-by-year-end/
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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.

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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