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Rail transport revenue hits N1.gbn in Q3 2023

Based on recent data from the National Bureau of Statistics on rail transportation, the total revenue
generated from the rail transport subsector grew by 102.71% y/y in Q3 2023 to N1.gbn from Ng35m in
Q3 2022 and 44.92% g/q, from N1.31bn in Q2 2023. Both quarterly and annually, the total revenue from
rail transport clearly improved. The total revenue of the subsector is made up of income from passenger
fees, freight (goods & cargos), and other receipts. Revenue from passenger fees increased 35.27% g/q
to N1.49bn in Q3 2023 (accounting for 78.6% of gross revenue during the quarter). Revenue receipts
from other income surged by 536% q/q to N119.2m, while freight revenue amounted to c.N286.8m, an
increase of 52.5% q/q from N188m in Q2 2023. In Q3 2023, passenger traffic grew significantly, up
25.36% q/q to 594,348 (vs 474,117 in Q2 2023).

The Q3 2023 GDP numbers indicate a notable 18.23% y/y growth in the rail subsector, an improvement
over the 16.88% in Q2 2023 and -49.1% contraction in Qi1 2023. Despite this growth, rail transport
contribution to the transportation sector's real GDP in Q3 2023 remained modest, accounting for less
than 1% (0.64%), suggesting opportunity for growth. Security concerns have been a major deterrent to
revenue growth. Recall the federal government had suspended operations on the Abuja-Kaduna rail line
in March 2022 due to security concerns. It appears passengers have begun to lose the fear of travelling
through that rail line following some security measures that have been putin place. Operations resumed
on the Abuja-Kaduna railway line in December 2022, and this may be contributing to the improving
numbers.

We anticipate improved revenue from the rail transport subsector in 2024. The new blue-light rail which
started operations in September 2023 at the nation’s commercial hub, Lagos should drive revenue
growth. Again, the redline rail project, which is nearing completion, should also support revenue
growth. Railways represent a sustainable and efficient means of transporting both people and freight,
fostering economic growth, and concurrently mitigating greenhouse gas emissions. They offer an
environmentally friendly and space-efficient solution for transporting substantial volumes of
passengers and goods across the country.
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Source: NBS, CSL Research.

MARKET UPDATE

Indicators 1year 30-Dec-23 1day
NSE - Index* 52,649.24 74,773.77 102,401.88
Naira/USs 461.02 899.89 891.9
Brent, USs/bbl 84.9 77.04 83.88
MPR % 17.50 18.75 18.75

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

NNPCL remitted zero allocation to Federation Account in 2022 — CFO: The Nigerian
National Petroleum Company Limited remitted literally zero funds to the Federation Account
in 2022 due to the payment of subsidy on Premium Motor Spirit, popularly called petrol, the
Chief Financial Officer, NNPCL, Umar Ajiya, has said. NNPCL is a major revenue generating
agency in Nigeria, operating as the national oil company in charge of the management, sales,
etc, of the country’s crude oil and gas, among other key functions. Ajiya, in a 5.24 minutes
video released by the oil major on Sunday, said fuel subsidy stopped the revenue generating
firm from remitting taxes and royalties to the Federation Account. Source: Punch
https://punchng.com/nnpcl-remitted-zero-allocation-to-federation-account-in-2022-cfo/

PFAs Staked N13.4trn on Undervalued Stocks, Long-term FGN Securities in 2023: Driven
by gains from undervalued stocks and yield on long-term/short Federal Government
securities, Pension Fund Administrators (PFAs) increased their exposure in equities and
government papers to Ni3.4trillion in 2023 from Nzo.55 trillion reported in 2022. This
represents an increase of 28 per cent or N2.94 trillion in 2023, as revealed by National Pension
Commission (PenCom) in its latest PFAs portfolio report FGN Securities comprises of FG
Bonds (HTM), Treasury Bills, Agency Bonds (NMRC), Sukuk Bonds and Green Bonds.
According to PenCom, PFAs exposure in stocks and FGN Securities contributed 73.5 per cent
out of the N18.36trillion current. Source: This Day
https://www.thisdaylive.com/index.php/2024/01/29 /pfas-staked-n13-4trn-on-
undervalued-stocks-long-term-fgn-securities-in-2023

Petrol trading lifts NNPC’s profit to $2.7b, Saudi Aramco declares $161b: With the naira
sinking to an all-time low at N1,418/$1 in the parallel market, amid a ravaging inflation at
28.92 per cent, experts insist that the Nigerian economy has manifested all symptoms of a
dying entity and warned of dire consequences if concerted efforts were not urgently made to
get it out of coma. Just like other sectors, the transportation wing of the economy has taken
a hit, recording a 60 per cent slump in the volume vehicles imported into the country in the
last 12 months. Worse, the local vehicle assembly plants have not been able to produce
affordable made-in-Nigeria vehicles for the lower cadre of the country to help addressed.
Source: The Sun
https://sunnewsonline.com/economy-wobbles-as-tumbling-naira-ravaging-inflation-crash-
vehicle-importation-by-60/

Chinese firm to finance $27.29bn Escravos seaport project: Hopes of deepening the blue
economy project of the federal government brightened at the weekend with a Chinese firm,
EDIB International Limited of Hong Kong, expressing its willingness to pool $27.29 billion to
develop the Escravos Seaport Industrial Complex (ESIC) project. The project, located in
Escravos (Gbaramatu Island/Omadino) Warri South-West Local Government Area of Delta
State, is a development project to be implemented through a Joint Venture Partnership (JVP)
with a Nigerian firm, Mercury Maritime Concession Company Limited (MMCC). Kwame
Springer, Chairman of EDIB International Ltd through their consultancy Blue Dot Wealth
Limited headed. Source : The Sun
https://[sunnewsonline.com/chinese-firm-to-finance-27-29bn-escravos-seaport-project/
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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.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities
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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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