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Foreign airlines at breaking point due to trapped funds.

Speaking at a media briefing held last weekend, the International Air Transport Association
(IATA) noted that funds trapped in Nigeria belonging to foreign airlines are estimated at
USs$792 million. The world airline body warned that rapidly rising levels of blocked funds are
a threat to airline connectivity in the affected markets and are gradually becoming a threat
to global operations. Nigeria has been facing a severe FX crisis which has made it impossible
for international carriers to repatriate accumulated funds from tickets sold in Naira. Many
airlines have resorted to various methods to get the attention of the government such as
stopping ticket sales and UAE’s Emirate airline recently suspended all flights to Nigeria.

The total global airline industry blocked funds have increased by 3.96% to US$2.36 billion in
September 2023 from US$2.27 billion in April 2023. Of this, USs$1.65billion is trapped in Africa,
of which 48% (US$792m) is trapped in Nigeria. The Central Bank of Nigeria (CBN) prohibits
international airlines from issuing tickets to locals in foreign currency according to section
20(l) of the CBN Act. Nigeria has been experiencing a huge shortage of FX amidst a growing
demand and it appears the CBN has not been prioritising airlines in accessing foreign
exchange. This has earned Nigeria the top position on the debt list with 33.6% of the total
global airlines’ blocked funds.

Late September, President Bola Ahmed Tinubu directed the CBN to create a platform for
quarterly reconciliatory meetings with foreign airlines to address the backlog of trapped
funds and earlier last month, plans to clear FX backlogs were rolled out, unfortunately little
progress has been made. In recent years, airline operators in Nigeria have been hit by
pertinent concerns. First, was the scarcity and rising cost of aviation fuel (which accounts for
c.40% of their operational costs), with the attendant impact on the cost of operations and
conditions of service. Beyond the high cost of aviation fuel, the current acute shortage of FX
has become a big problem for airline operators. Given the systemic importance of air travel
for the conduct of trade and other economic activities and the impact of actions like this on
foreign direct investments, immediate steps to ensure FX availability for the airlines must be
taken.
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MARKET UPDATE

Indicators 1year 30-Dec-22 1day
NSE - Index* 44,279.65 51,251.06 72,299.26
Naira/USs$ 442.19 461.50 904.56
Brent, USs/bbl 92.25 85.91 74.26

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:

Nigerians under poverty line rise to 104m — World Bank: A World Bank report has indicated
that Nigeria’s poverty level has taken a notch higher, at the backdrop of the recent economic
and fiscal reforms. The key reforms include the removal of petrol subsidy and the foreign
exchange market rate restructuring. The bank, however, commended the Federal
Government for what it considered ‘bold reforms’ necessary to rescue Nigeria from fiscal cliff,
describing the current pains as temporary. But it also said the policies have created intense
pressures on cost of living, which have pushed more Nigerians into hardship, with 104 million
now living below the poverty line. The World Bank report also indicated that the number of

poor people in Nigeria had grown from g5 million in 2021 to 200 million in 2022
Source : Vanguard.
https://www.vanquardngr.com/2023/12/nigerians-under-poverty-line-rise-to-104m-world-

bank/

NNPCL generates N4.5trn revenue for govt in 20 months —Kyari: The Nigerian National
Petroleum Company Limited ( NNPCL), on Wednesday, said that it remitted N4.5 trillion
generated revenue as of October this year into Federation Account. The national oil
company also declared that prosperity beckons for the country as indices and parameters in
that direction are already showing and being strategically leveraged on by NNPC Ltd and
other key players in the oil sector. Submissions to this effects were made by the Group Chief
Executive Officer of the Company, Mele Kyari, during an interactive session with the Senate
Committee on Finance. Kyari in his presentation assured the Committee members
that better days were ahead for the company: Punch
https://sunnewsonline.com/nnpcl-generates-n4-strn-revenue-for-govt-in-10-months-
kyari/?expand_article=1

Nigerians under poverty line rise to 104m — World Bank: A World Bank report has indicated
that Nigeria’s poverty level has taken a notch higher, at the backdrop of the recent economic
and fiscal reforms. The key reforms include the removal of petrol subsidy and the foreign
exchange market rate restructuring. The bank, however, commended the Federal
Government for what it considered ‘bold reforms’ necessary to rescue Nigeria from fiscal cliff,
describing the current pains as temporary. But it also said the policies have created intense
pressures on cost of living, which have pushed more Nigerians into hardship, with 104 million
now living below the poverty line. Source: vanguard
https://www.vanguardngr.com/2023/12/nigerians-under-poverty-line-rise-to-104m-world-

bank/

CBN Suspends New Request For Intervention Loans — Daily Trust: The Central Bank of
Nigeria (CBN) has announced the suspension of new loan applications under its intervention
programme. The announcement was communicated in a circular entitled “Suspension of
Acceptance of New Applications under the Existing Central Bank of Nigeria, CBN
Development Finance Intervention Programme,” addressed to the chief executives of banks.
The circular, signed by Sa’ad Hamidu, Acting Director of the Development Finance
Department, marks a significant shift in its approach to development finance intervention
funds, which was the cornerstone of the previous central bank governor.

Source: Daily Trust. https://dailytrust.com/cbn-suspends-new-request-for-intervention-loans/
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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 %.

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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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.

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 Nigerian Stock Exchange.



CSL
—
————

The information contained in this document is confidential and is solely for use of those persons to whom it is addressed
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