D

FSDH

FSDH SECURITIES LIMITED

Nigerian

Economy 2
Financial

Market (

200

(I t . &
[ |
This publication is produced by FSDH Securities Limited C I | a rt I n
(FSDH Sec) a subsidiary of First Securities Discount House
Limited (FSDH) solely for the information of users who are

expected to make their own investment decisions without

undue reliance on any information or opinions contained
herein. The opinions contained in the report should not be

interpreted as an offer to sell, or a solicitationf any offer to W f r
buy any investment. FSDH Sec may invest substantially in

securities of companies using information contained herein

and may also perform or seek to perform investment services

for companies mentioned herein. Whilst every care has been
taken in preparing this document, no responsibility or

[ | |
liability is accepted by any member of the FSDH for actions
taken as a result of Information provided in this publication.



D

FSDH

FSDH SECURITIES LIMITED

Contents
Executive Summary 3
Key Economic, Famcial and Social Indicators 6
1.0 Economic Highlights 7
11 World Economic Growth 7
1.2 Gross Domestic Product (GDP) 8
13 Crude Oil Price 10
14 External Reserves 11
15 Inflation Rate 11
2.0 Financial Market
2.1 Bond Maek 12
2.2 The Equities Market 13
2.3 Return Analysis 19
2.4 Money Market 19
25 Foreign Exchange Market 22
3.0 Outlook for Q2, 2009
3.1 The Nigerian Economy 24
3.2 Fixed Income Securities 25
3.3 Equities Market 25
3.4 Recommended Stocks 26
4.0 50 Most Capitalized Stocks as at 31 March, 2009 27
5.0 Top Performers in Q1, 2009 28
6.0 Return on New Listings in Q1, 2009 28

7.0 50 Top Losers in Q1, 2009 29



ul 4

FSDH

FSDH SECURITIES LIMITED

EXECUTIVE SUMMARY

World Economic Growth

The Monthi@il Market Report of the Organization of the Petroleum Equ{gﬁ%, health and miscellaneous services. The percentage t@nge
Countries (OPEC), April 2009 edition indicates that the world economicgy@%bcm for the twel®nth period ended February, 2009 over th
forecast for 2009 has been revised d@éPdty show a contraction of average of the CPI for the previoustiveeltreperiowasl2.6%

0.8%The report says that despite positve signals in the US and new aid

packages in Japan and Germany, the world economy continued to copfa¢t8onds

Downward revision was also made to all world regions except China ang\éngga[he end of Q1, 2009, the DMO, on behalf of the Federal Governr

but primarily in the major Organization for Ecoropd@catioa rel o
Development (OECD) economies. The OECD is now expected to dech‘ﬂ%egfli (FGN), offered a totdl15Dbmworth of FGN Bonds, the same

3.1%n 2009, following a downward revigi6eof amount offered in the corresponding period of 2008. The total subscri|
Q1, 2009vasN277.51bmyp byl4.13%romN243.15bsubscribed in Q1,
GDP 2008. The subscription level in Q1, 2MGHt%vas22.91%igher than

the subscription level®2.10%ecorded in Q1, 2008. The total amount ©
Provisional figure from the Central Bank of Nigeria (CBN) quoting the Na@i@n@lond sold and allotted in Q1, 208950hsthe same amount sold in
Bureau of Statistics (NBS), estimated tfgateggreput growth in the first 1, 2008. The DMO offerge8 5ear and 2¢ear FGN Bonds during the
quarter of 2009682%compared with th&8%n the corresponding period period under review as agaiysaand theygar FGN bonds offered in Q1,
in 2008. The NBSOs est b.rséoMeanwhife, r eodd.it i Hood té thoted tha® Mdyed Hortls ZultiBn? recefved huge
FSDH Research had earlier released a forecast GDP growtiveate of b&iscription level during the period with an average subscription ley

4%ands%for 2009 if the current economic management team can put in BIRE@09All the Bonds issued in Q1, 2009 wiyeniag except thyedr

strong economic framework that can suppégricoéture and the bond issued in the month of January. The couponyede BGIS Bonds
Manufacturing sectorsspecially in the areas of improving infrastructure agdyed in Q1, 2009 Wa2%hilethe highest coupon rate in Q1, 2008 was
access to cheap funds. 9.60%The Syear FGN Bonds issued in Q1, 2009 also received higher co
o rate than they®ar bonds issued in Q1, 2008. The coupon-yater drEN
CrudeOil Price Bonds issued in Q1, 2009 2M0a5% This rate was higher tharhtghest

5 . .
Available data from the Organization of the Petroleum Exporting ColRtiRY" rate 80.30%n the ear FGN Bond issued in Q1, 2008.

(OPEC) indicated that Nigerian economy recorded a drop in oil revenue as the

price of oil traded below the Federal Government of Nigeria (FGN) bencHiharies Market

of US$45/ifor greter part of the quarter. DRREC Reference Basket Price

(ORB) closed Q1, 2009U&$46.65/las againstUS$98.63/bn the The bearish trend continued its dominance in the market in Q1, 2009
corresponding periodQf, 2008. The average price for Q1, 2009 wadNSEASI lost byg6.88%(a loss of 47.89%in U3®) close the Q1 at
US$42.97/as againd)S$92.59/m the corresponding perio®08.2The 19,851.8While the miat capitalisation st8&56%a loss of 8.5% in
minimum and maximum prices/8#38.14/and US$50.77/as against US$)to close aN4.48trn (US$30.76biMeanwnhilen the corresponding
US$83.84/ndUS$102.881b 2008 respectively. period in 2008he NSE ASI recorded a gai8.@7%to close at
63,016.5@nts whilethe market capitalisation recorded a ¢8ia18fto
close aN12.13trnLooking at the monthly perforpthedadex recorded an
Available data from the January, 2009 Economic Report of the CBapp@ciation @f17%(@ gain 06.95%in US$ in February, but losses of
Ni geriads ext eUI$B05bnas atstieeremdeos Jarfuaryg u30.@4%aloss of0.43%n US$ and15.08%a loss 014.98%n US$ in
2009, representing a declié®a@ind8% from the levels WE$53brand January and March esgively. In terms of trading activities, total shares
US$54.22brecorded in the preceding month and corresponding monthgofgnn (67.06bn in Q1, 20@8JhN108.17bn (N967.81 in Q1 2068)

2008.The report did not comment on the number of months kbieimporttraded in19,53@eals (1,179,741 in Q1, 2008) during the quarter
externaleservesould accommodate. ' B ' '

Inflation Rate Money Market

External Reserves

The latest Consumer Price Index (CPI) for the month of February Poggnoney market ended the quarter onretég@bnsequently, rates
released by the National Bureau of Statistics (NBS), showed that inflatitgapat@ in response to the tightness. The current global economic and fi
in Nigeria inched uf4058%rom14.03%ecorded in the mtlb of January,  crises continue to contribute to the liquidity tightness witnessed in the
2009. According to NBS, the Composite Consumer Price Index (CCPI) sip@drdfeview. Investors have continued to trade return e Isafitygtio

195.1pointsn the ”_"Omh of Febr_uary, 2009 representir_lg a m?‘fgi”a' incrﬁ?gsr? subscription level on government securities in spite of the low yielc
0f0.8%overl93.@ointsobserved in January, 2009. The increasedexhe further worsened the tightness in the money Im onse to the

was causettainly by the increase in the prices of some staple food ) ) . .
tightness in the money mattketMP& meetingf d\pril09, 2009 embarked
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on a numbef expansionary monetary policy metsingst funds into the  be making real progress in the area of power generation which is funde
systeni the first major expansionary policy measure of the regulatory autifosigigtainable growth and development of the nation.

in 2009. The committee slashdddhetary Policy Ra#Pg by 17%asis e We maintain thate project a huge drop in the federally collectible reve
pointsfrom9. 75%08%. in 2009, leading to a drop in the amount ofanmEnskared through the

Federation Accounts Allocation ConjiRAREE).
Availabldata from the Money Market Association of Nigeria (MMAN) indﬁ:a\ﬁég mg.intain our inflation forecast for the year in the2agd 526
that th@verage Prime Lending rate to the economy 28ty dhe end of yeafonl year.
Q1, 2009, up frdB.01%t end December 20D8e Average interest rate ° We believe the proposed deregulation of the down stream sector of
on savings account sto®i48%n QL, 2009, marginally up Bd8%as at and gas industry in Nigeria is a good idea as should be supported.
endDecember 2008. The average interest rate on Term Deposit (12 monffejearch is confident that it will bring about a lower pricing regime

stood a10.88%n Q1, 2009, marginally dowrLr@4%n 2008 petroleurproducts in the country.

eBankersd Committee decided to p
A cursory look at the ik rates shows tiraday Nigerian Int@ank at15%and22%respectivelyith effedtom April 1, 2009 until end of 2009.
Offered Rate (NIBOR) Q1, 2009, closed high&6 83%rom14.79%s Although this is expected to have salutary effects on the real econor
at the end of 2008. A review 80ithey NIBOMRhdicated that it closg, have ar doubts whether this can be adhered to strictly as ot
20® at19%froml6.71%s at the end of 2008. determinants of high cost of rubngigesses Nigeriguch as power

have not been addressed.
At the primary market auctions for the governméaes,s€BNM offered o We reiterate our earlier suggestion that the CBN needs to inject mon
N70bnworth oB64day NTBn Q1, 2009, higher 2%27%romN55bn the banking industgyveay of buyirgpecial purpose-gear corporate
offered in Q1, 2008. A tofdb&bnworth o182day NTRBvas offered, down bondfrom banks.
by78.04%vemM432.64boffered in Q1, 2008. AStheay NTBauctions, a e We hold that there is a limit to which the CBN can manage the fc

total oN75.22brwas offered which represents an increisd3strom exchange rates in the face of increasing demand and dwindling supp
N65.16bwon offer in Q1, 2008. determination of the CBN to maintain a bai%ain the official

exchange rate may be relaxed if the economy does not improve to ge
Foreign Exchange Market adequate foreign exchange.

The analysis of the transactions in the official foreign exchange segmenf Owt%gelleve thangent fiscal and monetary policies targeted at this impol

market in Q1, 2009 showed that the CBN offered &J&$#)06mn sector of the Nigerian economy will go a longakayNigenia achieve a
through the Retail Dutch Auction SRB&Bhich replaced the Wholesale ~ Sustainable growth.

Dutch Auction System (WDAS) on January 19, 2009. The offer representseaming from the experience of other countries of the world, we still |
increase 0257.58%over theUS$1,650mmoffered in Q4, 2008, and an  that a veritable financial institution that the CBN can use to increase
increase af93.94%ver th&JS$60mnoffered in Q1, 2008. The CBN sold a g credit among the small and medium scale indgstig is te Micro
total of US$5,809mrin Q1, 2009, an increase10f57%over the

Finance Banks.
US$5,253.52ns0ld in Q4, 2008, and i as@3.15%ver th L . .
US$513.09rmfferedli?1 81 2008. and an increat ver the e We maintain our GDP growth rate of bé®vard5%in 2009 if the

current economic management team can put in place strong eco
The value of the Nigerian Naira depreciagegdratiel and official markets  framework that can supporgheultureand thévianufacturing sector
against the US Dollar in Q1, 2009, while thenkntearket remained shut  especially irhé areas of improving infrastructure and access to ch
as at the end of the quartes value of the Naira against thedp&®iated funds.
by 23.37%and 11.01%in theparalleland official marketsespedvely.
However, in Q1, 2008 the value of Naira appreciated in all the three sedri¥@fisincome Securities
of the markets By67%, 0.42%nd0.06%in theinterbank paralleland
official marketsrespectivelyin the parallel market, the value of Naira® As expectethe CBN has reduced MPRYro5%608%
depreciated 188.37%o close aN170/US$Ivhile in the official market, ® e are of the opinion that the CBN will maintain tf&setirBughout

Naira depreciatedltiy01%o close di145.70/US$1 Q2, 2009
o We still believe that thgeldiscal deficits that the Federal Government al
Outlook foQ2,20® most of the state governsneititrun in 2009 will exert upward pressure o
money market ratemtwithstanding the interest rate peg agreed by t
The Nigerian Economy Bankersdo Committee.

¢ We are of the opinion that the DiM@crease Bond issuance,i2@@2
As noted iaur earliereportthe current global economic and financial crises e also expectapening of most of the existing bonds. We expect that
have seri_ous implicatﬁn_tnshe performance. of the Nigerian economy in 2009, rginal rate%that will be applied pn bond in Q2 will be lower than th
But it is interesting to observe .aga the nationds economi c mana
implementing policies taatlay a solid foundation for the economy in the in Q1, 2009. ] o o )
medium to long run especially in the agrcokure and broadening the ® We expect slight volatility in bond prigesldsth Q2009
revenue base of the couHioyever, we note that the country appears not to
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e We expect the CBN to continue with the use of the expanded discoigexpect corporate earnings of companies quoted on the floor of the

window to inject more liquidity in the financiasnaief last resort to decline in 2009, as a result of high cost of funds, exchange rate |
e We expect volatility in-imask rates in Q2, 2009 to moderate especially onand increasprovision for nperformig assets; especially for financial
accountfdhe agreement regarding the pegged interest rates. institutions. However, this situation may be ameliorated as a result

efforts of the CBN to lower interest rate & inflation expectation.
Equities Markets

e Inaperiod like thisll of uncertainties, we strongly advise invésors in
We expect to see a low level of volatility in the equities market in Q2, 2008pital market to invest onlystatks of companies with sound
We are of the opinion that the valuation of stocks quoted on the Nigeriganagement and good products that can generate angbedistain
Stock Exchange (NSE) appetnactate both in absolute and relative  cashflows.
terms. Most stocks that have good fundamentals are currently trading close
to their support level.

Meanwhile, coordinated fiscal and monetary policies directed at improving
the financial and economic health ofiitre widl set the tone for a real
recovery in the equities market
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1.1 World Economic Growth

The Monthly Oil Market Report of thez@irgarof the Petroleum Exporting Countries (OPEC), April 2009 edition
indicates that the world economic growth forecast for 2009 has been reWis&diodsivawtey contractiof.886.

The report says that despite some positive signals in tinew Sidnmhckages in Japan and Germany, the world
economy continued to contagtnward revision wasomade to all world regions except China and India, but
primarily in the ma@ganisation for Economiogesation and Developn@BCpeconomieShe OECD is now
expected to decline8byin 2009, following a downward revi@ié¥. of

The January update of the World Economic Outlook (WEO) of the International Monetary Fund (IMF), released on J
28, 2009, believes that economic recbverywiot be possi ble until the financ
markets are released. It believes that new policy initiatives are needed to produce credible loan loss recognition
financial companies according to their seectvability; and provide public support to viable institutions by injecting
capital and carving out bad assets. Monetary and fiscal policies need to become even more supportive of aggr
demand and sustain this stance over the foreseeable futenelapitig strategies to ensuretdongfiscal
sustainability. Importantly, international cooperation will be critical in designing and implementing these policies.

Revisinglown its earlier forecast lfilvateconomy in 200@e IMF said growth is eoted to fall 5%when

measured in terms of purchasing power parity. This represents a downward révisSiefrahaheutiovember

2008 WEO Update and a decline over the ¢geiftin Gf008. However, it noted that with continued efferts to ea

credit strains as well as expansionary fiscal and monetary policies, the global economy is projected to experien
gradual recovery in 2010, with growth pickiB&plip to
added that the outlook is highly uncertain, and the timing
and pace of thecowery depend critically on strong p
actions.

The &0 said it would do whatever nece

to address the crisis in the following al

Meanwhile, the Group of Twemg)(enance Minister restore confidence, growthjclisgepair
and Central Bank Governors, in her London Sun

April 02, 2009, agreed &1 dtrnpackage of measure the flnaCIT’ilsyst.em to r.estore IenQIng,
to restore growth, jobs and rebuildesmefand trust it Strengthen finaalaiegulation to rebuild tr

the global financial system. FA@ &id it would d fund & reform the international financ
whatever necessary to address the crisis in the fc institutions to overcomectigss and preve
areas: restore confidence, growth, ancepatis the future onepromote global trade &

financial system to restore lenstimypgthen financie . . L
regulatin to rebuild truitnd & reform the internatio investment and rejectamtainism, to

financial institutions to overcome this crisis and strengthenealthand build an
future onepromote global trade & investment and comprehensive, green, and sustaina
protectionism, strengthen wealth; and buil recovery

comprehensive, green, and sustainabteverye

The &0 added that it is undertaking an unprece

and concerted fiscal expansion, which will save or cr

millions of jolikatcouldhave been destroy@these

jobs will generate economic activities tuaiowilt t§5trnandraise otput byl%by the end of 20IXhis is also

expected taccelerate the transition to a green ecdrarthat it is committed to deliver the scale of sustained fiscal
effort necessary to restore gr owplddged tb maintain expangioravye a | e
policies for as long as needed and to use the full range of monetary policy instruments, including unconvent
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instruments, consistent with price stability. In order to ease liquidity in the financial readtketeaticl lersdong
and international capital fldtws Grougaid it has provided significant

and comprehensive support to the banking system to provid%
recapitalise financial institutions, and address decisively the
impaired assets FSDH Research believes that the

Acknowledging the rdlat emerging markets and develog commitment by the world Ieadgrs wil _h
economies play in promoting global growth and the threat 1 (O allay fears and boost confidence ir
crisis pose to them in the area of slow growth, the Group plar ~ financial market investments and crec
available additiorg50bnthrough the glolfalancial institutions t creation.

support growth in emerging market and developing countries

to finance countsrclical spending, bank recapitalisation, infrast%
trade finance, balance of payments support, debt rollover, and social

support.

FSH Research believes that the commitment by the world leaders will help to allay fears and boost confidenc
financial market investments and credit creation.

12 Gross Domestic Producip®

Provisional figure from the C&atmklof Niger{f&€BN) quimg the National Bureau of Statistics éblBi$3ted the
aggregate output growth in the first quarter of628®%campared with tB&/8%in thecorresponding perind

2008. The NBSsstimate of real output growth in 280%9 Meanwhile, FBOResearch had earlier released a
forecasGDP growth ramé betweeA%and5%for 2009 if the current economic management team can put in place
strong economic framework that can suppgrictiitireand theManufacturing sectorsspecially in the aseof

improving infrastructure and access to cheap funds.

According to the National Bureau of Statistics (NBS), the structure of the Nigerian economy as at December
(provisionaljn terms ofsectoral contribution to the GDP Aaeculture:42:; Manufacturing13%;
Telecomm/Postal Services:2.9@#;& Gal7.54%; Wholesale and Retail Trade:1&r38%thersi6.03%6.

I'n its April 08, 2009 meeting the Monetaryanddwl i cy C
Presidedts appr oval N20Obnspezial pf e
agricultural fund for large scale agriculture in Nige GDP Growth rate was estimate
MPC said the CBN will fully underwrite the cost of .

and ensure immediate implementation. According 6.32% 1 n Q1l, 2
initiative will significantiguce food price inflation, for 2009 is 5.75% while FSDI
assist the CBN in achieving its core mandate ¢ Researchos e st
stability. Similarly, FSDH Research had emphasi
with appropriate policies, Nigeria can boost prod and 5%.
Agriculture to generate employment, earn reve
conserve foreign exchange earhifiggoming a net

exporter rather than a net importer of food as the country is endowed with natural resdwachsiltb enable
competitive advantage in this sector.

Currently, more tf#i%0 f t h e ¢ oewchange yaningsfard E@@fitbhita revenwederived from crude
oil. In addition, the economy has a very high propensity for imported goods. The recent sharp drop in the price of ol
international market as a result of weak demand frastritdz éttinations and the weatilrexport in Nigeria as a
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result of infrastructure deficianeyesponsible for the recent depreciation and subsequentidévaluatienof
t he c oumrentyWe lieleeve the efforts of the currentstdtioni are geared towards the right diection
diversify the productive base of the economy so that the economy is less vulnerable to international oil price volatility

According to the Nigerian Export Promotion Council (NEPC), Nigérgezambogsand promoteaibaxport in
the following areamanufacturing; processed foods, vegeialspisessolid minerals; handicrafts; services;
agricultural commaodities; horticultural prodpbts@adeuticals.

FSDH Research believesfthd¢quate infrastructurespartein plse,backed up witheright regulatory framework,
other areas where Nigeria can generate foreign xthdagetertainment and touN¥mnote that if the epileptic
power supply in the country can be reldajeeid, should be able to grow its GDP at an at2fage of

GDP Growth Rate (1990 Constant Basic Pri
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1%
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13 Crude Oil Price

Available data from the Organization of the Petroleum Exporting Countries (OPEC) indicated that Nigerian eco
recorded a drop in oil revenue as the pricedefdobelaw the Federal Government of NigéribefiBmark of

US$45/ifor greater part of the quarterOPEC Reference Basket Price (ORB) clo2e®@tll)S$46.6b6 as
againstJS$98.63/m the corresponding period in 2008. The average pri2@ddr@%)S$42.97/bs against

US$92.59/ib the corresponding peri@dlid008. The minimum and maximum pric&$8ré4/kandUSp50.77/b

as againdS$83.84/bndUS$102.88ih 2008 respectively
This e.mal.ysis shows that thg minimgm price reoQide Daily OPEC Reference Basket Price(Aphag. 09)
2008 is higher than the maximum price recQH@aa8.
The global financial and economic meltdown which w 160.00
demand for oil in the internativaxetvas responsible fc 140.00 AN
the decline in the price of oil. The global oil marke 12000 A Ny

some gns of recovery in the month of March, 2009 § 12388 W\

average price increaset)$$46.17/omUS$41.39/m | 3 60l00 E

February, andS$41.57/ln January while theximum 4000 -

price attained in March increased Stb60.77/Hfrom 20,00

US$43.85/im February atub$46.27/im January. The sig ) —
of recovgrmay bg linked to the expectation of sig Qq, $ & ch ¢ & Qq, I & ®
gradual recovery in the global economy theverdl of the VQ @ \00 \o VQ% %@Q $°A 0& \é\ &‘
year 2009 as various institutioasoundthe world are vy ¥ YA v
implementing policimsencourage recovery of econ

activies.

The Monthly Oil Market Report of the Organization of the Petroleum Exporting Countries (OPEC), April 2009 e

estimates the world oil demand in 2802rb/depresenting a declind.68%below th&5.6mb/dn 2008. The

NorOPEC supply istenated &i5.4mb/depresenting a growttl.@B%over54.7mb/dn 2008 while the supply

balance representing the total supply expected from OPEC Members 28estihatedietline &.82%below
30.8mb/decorded in 2008.

World Oil Supply & Demand (2008a Vis 200!

The global oil market shows

some signs of recovery in the [EEE SRt FY
month oMarch, 2009 as the g 80007
average price increased to % 60.00 1
US$46.17/b from US$41.39/b & 4000 -
February, and US$41.57/b i E 2000
January. E

WorldDemand ~ Non-OPEC Suppl'  Difference

B 2008a B 2009f

10
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14 External Resges

Available data from laauary20® Economic Report of &N pul i g e xtérnal deserves figurt 8%005Hn
as at the end of January, 2009, representing a di¥dlared 8% from the levels W5$53brandUS$54.22bn

recorded in the prding month and corresponding month oft29@&port did not comment on the number of months

of impostthe external servescouldaccommodate. Tgess external reserves stott5869.16bim the second
guarter of 2008, comparedJ@#59.76bimthe preceding quarfdre drop in the commodity prices espéduially
responsible for the sharp drop in the external reserves.

External Reserves (2003anuary, 2009’

60 52.00 52.82 50.05

50 4 45.01
40
30 28.28
20 - 16.96
10 7.47
0 . . . . . .

2003 2004 2005 2006 2007 2008 Jan. 2009

Amount(US$ bn)

15Inflation Rate

The latest Consumer Price Index (CPI) for the mon
February 2009, released by the N&imealu of Statisticg
(NBS), showed that inflation rate in Nigeria inctidcbBfot The CBNMtaff estimates
from14.03%ecorded in the month of January, 2009. Ac indi hat inflati

to NBS, the Composite Consumer Price Index (CCPI Indicate that inflation can
195.points in the month of February, 200%mépes decelerate to single digit b
marginal increase ©18% over 193.@oints observed i mid-2009, in response to
January, 2009. The increase in the index was caused bdued reaate demar
the increase in the prices of some staple food items, h subdued aggreg
miscellaneous services. The percentage change in thq lower impact of inflation an
CPIfor the twelraonth period ended February, 2009 o near completion of pass
average of the CPI for the previous-tvesitre period wa throuah effect of the
12.6% This was slightly higher than what was reco g

making similar comparison in January 2009. Mean depreciation of the Naira
core inflation (thatll items less food) stoGdl@Ayearon
year(yoy);, representing3basis pointslecrease fro101%
recorded in January 2009.
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At 194.6 points, the Composite Food IndexOr88&dnyFebruary, 2009 compared with 192.9 points in the month of

Januay, 2009. The rise in the index was caused hv

increase in the prices of staple foodsdike yam Infaton Rate (Jan 2008-Feb2009

guinea cornpmillet meat fruit andvegetablesThe level| 162

of the composite index was higher than the corres 4% /\/’_/\/
level a year ago 23% The averagamual rate of rise ¢ 120 7 //
the index wak7.5%for the twelve month period en 1% — ——— =
February, 2009. Looking at the corresponding pi & 8% — ——

2008, the-gy inflation rate stood8a0% 12month 800 =

average stood at%while core inflation stoof.4% 40—

NonethelessCBN staff estimates indicate that inf 2%

could decelerate to single digit E30689din response |
subdued aggregate demand, lower impact of ir
inflation and the neampletion of the pass through € — Yearon-Year —— 12monh Average  —— Core Infiaion
of the depreciation of the Naira.

Jan08 Feb08 Mar-08 Apr-08 May-08 Jun08 Ju08 Aug08 Sep08 Oct08 Now-08 Dec08 Jan09 Feb09

FDH Research believes that the double digit inflation ratesind\agersalt of demand and supply imbalance in the

system caused by infrastructure and other supply blockages iin tieg tmuniach of money in the economy.
2.0 Financial Martke

2.1Bond Market \

As at the end @)1, 20®, the DMO, on behalf of the Fed
Government of Nigeria (FGN), offered aNb&bofvorth of FGN
Bondsthe same amount offered in the corresponding period The Ionger tenored FG
The total subscriptio®lh 2009vasN277.5[bn, up byl4.186from Bonds that were

N243.1B6n subscribed @1,20@. The subscription lené)d1,20® in r in 2 was
at 185.0% was22.9% highetthan the subscription lev&baflfo troduced 008 wa

recorded iQ1, 2008The total amount of FGN Bond sold and all¢ part of the effortef the
Q1,20® wasN150n the same amount sol@1n 2008 DMO to restructure the

The DMO offered/éar, &earand 26earFGN Bonds during t NI geri aos
period under reviasvagainstyarand the §ear FGN bonds offere to a |0nger tenor.
inQ1, 2008t is good to note that thge2® bonds auctions recei
huge subsiption level during the period with an average sub. J
level 0837.20%Tte longer tenor bond introduced lastaspart of

the efforts of the government to restructure
portfolio to longer tefidrehugelevel oubsription recorded the FGN Bonckn be linked tioe fair and stable
Sovereign risk natiof the country, in addition tu#s of investors for safety of their financial assets

All the Bonds issued in Q1, 2009 wspeniag except thger bnd issued in the month of Jar@amparing
tenor to tenor, thgear FGN Bonds issue@lirR0® receivediighecoupon rate than the bonds iss@d2a0.

Thecoupon rate ory8ar FGN Bonds issue@1n 2009vas9.926 while the highest coumda m Q1, 2008 was
9.60%A total di6bnworth of-gear FGN Bond was so@lli20®, compared wik8Mn soldin Q1,20G.

The 5year FGN Bonds issue@1r20® also received higher coupon rate thawpetdwdonds issudd Q1,20@.
The coupoiate on fyear FGN Bonds issue@ir20® was10.84 This rate was higher thahitfeestoupon rate
0f10.3000n the year FGN Bond issue@1r20@. A total dfibtnworth of-Fear FGN Bond was so(@1,20®
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the same amount was sold in tlesponding period of ZDB8.coupon ratél5%on the 2fear FGN Bond issued
in 2008 was maintained in Q1, 2009 as &Bfihl whs sold during the period.

The Bonds onopening were allotted at marginathratesiect the prices at whichasibinds were traded in the
secondary market during the auctions.

The total FGN Bonds issued in Q1, 2009 compared with the corresponding period in 2008 iEaptese@d on the
below.

_ Tenor Amount Total Subscription  Subscription Amount Coupon Rate
(Years) Of f er e (Ndbn) Level (%) Al |l ott e (%)
'25January 2008 3 30.00 49.39 164.63 30.00 9.00
'25January 2008 5 20.00 45.36 226.80 20.00 9.45
29 February 2008 3 30.00 40.04 133.47 30.00 9.50
29 February 2008 5 20.00 24.75 123.73 20.00 10.30
26 March2008 3 30.00 44.00 146.67 30.00 9.60
26 March2008 5 20.00 39.61 198.05 20.00 10.00
_ 150.00 243.15 162.10 150.00
_ Tenor Amount Total Subscription Subscription Amount Coupon Rate
(Years) Offer ed (N6bn) Level (%) Al | ott € (%)
28 January 2009 3 20.00 36.57 182.85 20.00 9.92
28January 2009 5 20.00 26.58 132.90 20.00 10.50
28January 2009 20 10.00 49.55 495.50 10.00 15.00
29 Féruary 2009 3 20.00 35.49 177.45 20.00 9.92
29 February 2009 5 20.00 27.37 136.85 20.00 10.50
29 February 2009 20 10.00 25.21 252.10 10.00 15.00
‘18March2009 5 30.00 26.70 133.50 30.00 9.92
‘18 March2009 5 30.00 23.64 118.20 30.00 10.50
‘18 March2009 20 20.00 26.40 264.00 20.00 15.00
_ 150.00 277.51 185.01 150.00

22 The Equities Market

The bearish trend continued its dominance in the marked &s @ REESI lost by6.88%a loss of 47.89% in
USS$)to close the Q113,851.8Whié the market capitalisation 8B6&gb%a loss of46.5% in US$H)o close at
N4.48tri{US$30.76hrMeanwhile in the corresponding period in 2008 the NSE ASI recoRiéd%@alnse at
63,016.56/hile the market capitalisation recordedfd @4i#oto close &i12.13trn

The current trend can be attributed to investorso6é a
been on the rise lately has also not helped the equiti#henauket.loss the NSE recordedbitetd8vas as a
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result of the depreciation in the value of Nairéghagd®$tduring the period. The implication of this is that the US$
investment in the Nigerian equities market suffered a higherdo8sharQthe Naira invashts in the matk

This is a majbindrance to the inflow of foreign investments in theakdmkgeat the monthly performance the index
recorded an appreciatioh bf%a gain 05.95%nuUs9 in February, but losse3W064%a loss 040.436inUSY
and15.08%a loss 014.986inUSy in January and March respectively.

In terms of trading activities, total sh#®ektnt (67.0®n in Q1, 2008)ortiN108.11Bn (N967.81 in Q1 20Q&re

traded id419,53%ealg1,179,74ih Q1, 200Q8&luring the quarter. Therage value of shares traded during the quarter
is N1.74br(N15.87bnn Q1, 2008while the average volume of shareg)%:85mrfl.10bnin Q1, 2008)jnan
average @,763ealq19,340n Q1, 2008)

The most actively traded stock during then@simtercontinental Barwith2.056 share exchanging hands.

Quarterly Growth (ASI Vs. Market CaplQ008- Q1 2009

Movementin NSE ASI (JaB& Mar. '09) -
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All the FSDH Indices recorded deprecidt@nvalue
during the quarter. TR8DH Petroleum Marketir
Index recording the highest los§5066%while the| ¢
FSDH Manufacturing andieill indexrecorded the 5000
lowest loss 80.93%Looking at the risk associated| 4000
the FSDHSsectoral indicess measured by Standg 3000
Deviation(SPFrSDHPetroleum Marketing sector 2000
the highest rigit 37.04%ollowed by the Insuraote 1000 4.: -_——
22.369%bankingf 17.63%nd Mnufacturirend Allied (10.60) : ' - ' . ' '
0f9.47%All thé&-SDH Indices in the period uedenr | g o o oL % o0
recorded ggative Sharpe ratimganing that they ¢ (3000
performed below the risk free gas#ts caséhe 20 (40.00)
year FGN Bonds of coupon.15%) (50.00) .
0P\ ps BBanking  ®insurance M Manufacturing ~  Petroleum

NSE ASI Vs FSDH Sectoral Indicidsq®- Q1'09)
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(36.88) 867 3093 (3.11) (13.26)  (2.73) 25.20 (0.70)
(39.32)  (0.10)  0.47 007  (0.07)  (7.79) 17.63 (1.29)
(40.92) 2014 099  (0.03)  (0.31)  (4.03) 22.36 (0.85)
(20.93)  1.03 016  (0.07)  (0.21)  (4.00) 9.47 (2.01)
(55.56) 49.08 013  (0.06) (0.17)  (1.32) 37.04 (0.44)

FSDH Petroleum Marketing Indespped by 55.56%

The FSDH Petroleum Marketing Indepreciatetly 55.56%(a loss @6.5% in US$jo close the quarter at
291.5points in contrast to the gaOdf8%to close aB19.5pointsin the corresponding period of Z0@8.
depreciation iretindex was due to losses recorded in share AfitemndPetroleurtDown 78.77% to N62.40),
Mobil(Down 72.22% to N92 OhgvronDown 46.22% to N86.DQ)TAL{Down 32.99% to N136GanhdaDown
20.23% to N 63.66) @uthoil(Down 14.25% to N8Y..2

FSDH Insurance Index Down by 40.92%

With a depreciatiod0f92%a(loss 061.986 in USH contrast to an appreciatiaf.d4%n Q1,2008, the SDH
Insurance Indeglosed the quarterl@tl.8pointsdown fro@45.0Rointdn the precedingarter as a result of the
losses recorded in the share priEggliof Assurancédown 61.07% to N1.8#@ndard Alliance Insuran@own
58.39% to NO.6R),E.M Insurang@®own 55.17% to NO.&asaco Assurancébown 53.67% to NO.8R)tual
BenefitsAssurancgDown 52.70% to NO.Z8)y Union & Rodbown 51.86% to N1.AMCO Insurang@®own
49.16% to NO.9Iternational Energy Insuran@own 49.03% to N1.0Bntinental RelsurancgDown 48.89%
to N0.92)Consolidated Hallmark Insurarifbewm 47.66% to NO.56pldlink InsurancéDown 46.81% to N0.50),
Niger InsurancéDown 46.15% to N1.79TACO Insuran¢gPown 45.37% to N3.6B)tercontinental WAPIC
(Down 36.41% to N2.4ihkage Assurang@®own 26.47% to NO.B@@stige Assurand®avn 26.08% to N4.62),
Custodian & Allied Insurangi@own 23.95% to N2.8®)nerstone Insuran¢®own 20.00% to N1.28)Q@asis
InsurancéDown 9.58% to N4.91).

FSDH Banking Index Down by 39.32%

The FSDH Banking Index depreciad®®3B94a loss 060336in US$ to close &45.1Qoints, in contrast to the

marginal depreciation of 0.1@4,2008. The loss recorded in the index was due to depreciation in the share prices of
Stanbic IBT¢Down 51.38% to N5.BOgrcontinental Barfoown 51.31% to.80),Skye BankDown 50.29% to
N4.27)Zenith BankDown 46.50% to N11.@¢ganic BankDown 46.06% to N6.Bapk PHEDown 44.04% to
N5.73)Afribank(Down 41.62% to N5.6IBA(Down 39.16% to N8.08mond BankDown 36.19% to N4.76),
FCMB(Dowr85.00% to N3.90nion BanKDown 33.55% to N10.A0Fess BankDown 31.40% to N4.B5xt

Bank(Down 25.15% to N15.80Gan&ankDown 23.10% to N9.92).
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FSDH Manufacturing & Allied Index Lost 20.93%

Also, th&SDH Manufacturing & Allied Inderrded a depreciatior20f93%a loss d81.946 in USH to close at
152.0pointdollowing the losses recorded in the share filices MillsDown 55.61% to N14.20us Berger
(Down 54.26% to N25.A3hakacem(Down 52.67% to N8.8%gsco(Down 52.03% to N4.8®HAHCQDown
43.83% to N6.5R),T. BriscoéDown 43.63% to N9.BACN Propertfpown 40.83% to N15.B&grge WAPCO
(Down 40.31% to N15.&R)erian Bottling Compafiyown 38.91% to N21.B8phgote Flour Mil[®own 38.04%
to N\7.90)Nestle(Down 27.91% to N138l06)ever(Down 26.40% to N7.BACNDown 23.44% to N26.89P

(Down 15.01% to N36.Dapgote SuggiDown 13.29% to N13.Méherian Brewerigown 12.48% to N35.75),
GuinnesgDown 9.65% to N89.90)@kaimuOil (Down 4.97% to N29.61). However, there were appreciation in the

share prices 8Z CussongUp 40.57% to N15.&9Hnue CemerUp 9.67% to N19.78)axoSmithKlin¢Up
marginally 2.18% to N15.00)duy BottlingUp marginally 1.01% to N39.00).

The FSDH 2Qigerian Equity Growth Index (NE&pyeciated 8%.36%a loss 047.366in US$to close d4194.76

pointsFSDH 40ligerian Equity Value Index (NEO#(36.48%a loss ofi7.49%0in US$ of its value to close at

193.8pointswhile thé&DH Ethical Indealso depreciated 2§.67%a loss 0f0.68%in US¥) to close a8.84

points.
VOLUME TRADEDL@7- Q1 '09 VALUE OF TRADES$'G7 - Q1'09
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A cursory look at the sectoral contribution to market capitalikéich 84,a20800ws that the Banking sector

had the highest contribution totine market capitalizatith52.08%&s shown oralbled below.

52.08
9.26
8.99
5.94
4.44
3.51
3.04
2.42
1.43
8.90

Sectoral Contribution to the Market Cap. (March 31, 200
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Other Top Gainers and Losers

Other top gainers during the quarterOsarent Company of Northern Nig@ia 40.15% to N7.4NQrthern
Nigeria Flour MilléJp 21.05% to N17.X3p p p a
marginall$.24%o N24.10) arRtemier PaintfUp 5.23% to N16.09); while other top loset®mggnzn Hown

& (DPmMargimadly 5.26% to N10%380FappdUp

87.18% to N3.56)TI(Down 74486 to NO.79TI(Down 72.09% to N11.8&)ma BankDown 67.11% to N4.70)

andBAGCdDown 63.90% to N1.26).

A look at some of the World Stock market performa2@®ircQhpared witBEBshows that the NSE was the least
performing market ansotige selected markets. Thetardy(2)narkets that returned positive in the four continents

covereih Tablewerea he Brazilian Stock Mar ket |l ndex

and

North / Latin America Africa
Dow Jones Industrial Averag (13.30) NSE AllShare index (36.88)
S& P 500 Index (11.67) JSE AHShare Index (South Africa (5.32)
NASDAQ Composite (3.07) GSE AllShare Index (Ghana) (11.35)
Brazil Stock Market Index 12.2 Cairo SE Gen (Egypt) (11.98)
Europe Asia/ Pacific
Swiss Market Index (20.97) NIKKEI 225 Index (Japan) (8.47)
FSTE 100 Index (UK) (11.46) BSE 30 Index (India) 0.63
CAC 40 Index (France) (12.76) Hang Seng Index (Hong Kong) (5.64)
DAX Index (Germany) (15.08)
SMSI Index (Spain) (15.91)
Some Selected Stock Markets Performance March 31, 2!
Hang Seng Index (H
BSE 30 Index (Indis
NIKKEI 225
-40.00% -30.00% -20.00% -10.00% 0.00% 10.00% 20.00%
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New Listings

New securities that were listed during the quarter were:

\Y
\Y

IHS Nigeria Plc
Pinnacle Point Group Plc

Delisting

Universal Trust Bankas delisted from the Daily Official List following the sueocsssfof thie bank Wgion
Bank Nigeri®lc

Supplementary Listings

There were supplementary listings2€DQInamely:

<LK LKL LKL

AlICO Insurance Plc

Custodian & Allied Insurance Plc
First Aluminum Nigeria Plc
Finbank Plc

Intercontinental Bank Plc
Longman NigeR&

R.T. Briscoe Plc

Technical Suspension

The share price Eterna Oil & GaBlc andStaco Insurance Plgere placed on technical suspension during the
quarter by the NSE. Also, the NSE lifted the technical suspension on the following spwakerdtenstdbks

are

KKK LKL LKL LK LKL LKLKLKKLKKL

C &I Leasing Plc
Crusader (Nig) Plc

Deap Capital Management & Trust Plc

DN Meyer Plc

Ecobank Transnational Incorporated Plc

Equity Assurance Plc

Eterna Oil & Gas Plc

First Aluminum Nigeria Plc
Ikeja Hotels Plc

Linkage Assurance Pl
Longman Nigeria Plc
NigerigGerman Chemicals Plc
Oasis Insurance Plc

Royal Exchange Plc

Staco Insurance Plc
TransNationwide Express Plc and
Triple Gee & Co. Plc

UTC Nigeria Plc

Wema Bank Plc

18
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Change of Name

V Platinum Habib BankdAkngetb Bank PHBdPI

23Return Analysis

Our return analysis for the entire markeR@99Q4howed only twéh@stocks reored gainsto end the quarter,
most of which was due to capital appreciation. The best performirRZst@akserseading with a return of
40.57%PZ Cussonachieved this return due to the capital appreciation recorded in its shatklp2ides mom
December 31, 2008\tib.8@s at March 31, 2002ment Company of Northern Nigeitla a capital appreciation
0f40.15%, Northern NiigeFlour Mill$21.05%, Benue Cemésgt67%andCappa & 0B.268l ber t o

On the other hah@ngman Publishingd the losers chart with a total 188sl8f&s a result of decline in its share
price fror27.76ko N3.56kOthers on the worst peréos list weréfrican Petroleurn 78.77%MTIi 75.93%,
Mobil Oil 72.22%ndEcobank Transnational Incorporaté@.09%.

24 Money Market

The money market ended the quarter on a tiglineetpiently, rates leappdn response to the tightrides

current global economic and financial crises continue to contribute to the liquidity tightness witnessed in the quarter
review. Investors have continued to trade return for safety

thus leading thigh subscription level government
securitied spite of the low yieldgsfurtheworsened the TheMPGslashed the MPR by 175
tightness in the money market. In orclearttine way
forward for the financial market and boost confidence
stakeholdershe Monetary Policy Committee (MPC) of
CBN convened two meetingsgdthe quart&theMP C 6
meetings of January 14 and February 09, 2009 di
concentrate @asing liquiditythe financial market but ol
stabilizing the value of the naira which was very volatil
the end of last year. However, then@Bdilhe fact that :
rates were high, even though it IsfotietarPolicy Rate creation.
(MPR unchanged 8t75%during the first quarter of 200
However, the MB@neetingfdpril 09, 2009 embarked on

a number of expansionary monetary policy nieasjgesundsto the systeirthe first major expansionary policy
measure of the regulatory auth@@99ihe committee slashed the MPREbgsis pointsom9.75%0 8% Prior

to the MPC meeting of April 09, FSDH Research had stressed the need foedihes MIRCME®R 8% and
implement other expansionary policy measasdiqiadity irthe financial market and stimulate credit creation.

basis points from 9.75% to 8%. Prior
the MPC meeting of April 09, FSDH
Research had stressed the need for

the MPC to reduce the MPR to 8% a

implement other expansionaryigo
measures to ease liquidity in the

financial market arsfimulate credit

I n addition, the MPC commended the earl i erNDGbBN Boar
special agricultural fund for large scale agriculture in Nigeria. The MPC said the CBN will fully underwrite the cost
fund, and ensure immediate implementation. According to it, this initiative will significantly reduce food price inflatio
assist the CBN in achieving its core mandate of price stability. Similarly, FSDH Research had emphasized that
appropriate policies, Nigeria can boost production in agriculture to generate employment, earn revenue and con
foreign exchange eaysirbecoming a net exporter rather than a net importer of food.
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The major inflows into the market during the period statetdrgrallocationexcess crude oil revensbared
amongst the tiers of the governmene@ayent of matured billfhse inflows, however, were not enough to

cushion the effect of liquidity tightness in the system. Strategies the CBN employed during the quanter to inject liquid
the system and stabilize the foreign exchange market include:

U Maintaiexchange ratebd withint3%until further notice;.

U Difference between CBN buying and selling for forex will not d&4nehdetthat of banks and BDCs will
not be more tha%and2% respectively around the CBN rate;

U Reintroduction the Retail Dutch Augitem@RDAS) to replace the Wholesale Dutch Auction System
(WDAS)

U Reduction of the foreign exchange Net Open Position of la#iaSiom

Despite these measures, the market remained tight all through the first quarter of the year. PleyeBthdurther em

following expansionary monetary policies at it meeting on April 09, 2009 to further inject liquidity into the system.
measureare

U Reduction in MPRB#6from9.75%
U Reduction in Cash Reserve Ratig%tart%
U Reduction in liquidityorron30%to 25%

Available data from the Money Market Association of Nigeria (MMAN) indicates that the Average Prime Lending rate
economy stood E8%by the end of Q1, 2009, up I&OA1L%at end December 2008. Meeage interest rate on

savings account stoo®.d6%n Q1, 2009, marginally up 3tbB¥%as at enddecember 2008. The average interest

rate on Term Deposit (12 months) sid88n Q1, 2009, marginally downlftd@2d%n 2008. In our opinion, at
14.54%pread, the gaptiveen the average prime lending rate and the average savings rate is not supportive of achievil
capital formation and stimulating sustainable economic growth in the country. The high cost of doing business in N
occasioned by infrastructural def@ses still responsible for this excessively high spread.

Interest Rates in Nigeria 2008 Q1 2009 Interest Rates 2008 Q1, 2009
1200
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Looking atdayNigerian InteBank Offered RatRIBORforQ1, 209 the rate closed highet6&36from14.7%
as at the enaf 20@. The lowest rate record€@lin209was7.2%0 as agaist9.500in Q1, 208 The highest rate
recorded w&6.8%in Q1, 209up fron11.686in Q1, 208 The average rate@dr, 209 was15.924 while it was

1081%in Q1, 208 The average ratel®b1%for @, 2009 is highethanthe average ratel6f816recorded in1Q
2008.
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A review of tl#®day NIBORhdicated that it clo§gd 200at19%froml16.726as at the end of 80The lowest rate
recorded iQ1, 209wasl263nas againdi2.286inQ1, 208. The highest rate \#&690,up fromi46inQ1,2008,
while the average rate record@l jr209 was18.526, up fronil3.4@% recorded i1, 208 The average rate of
18.52%for @, 2009 was higher thaB.40@crecorded inI(R(08.

NIBOR Yield Curve as at March 31, 2009 (
21.00 -
16.00 - —
11.00 -
6.00 -
1.00 T
7 Day 30Day 60 Day 90 Day 180 Day 365Day

At the primary market auctions for the government securifiessddB0boworth 0864day NTBn Q1, 2009,
higher bg7.27%romN55broffered in Q1, 2008198.58%evel of subscriptibi209brworth of bids was subscribed,
whileN144.39brgpresenting a subscription le¥6Pd&4%n Q1, 2008 was recordemiad oN70brworth 0864

day NTBvas sold, higher3®:31%romN53.72bsold in Q1, 2008.

A total dN95brworth ol82day NTBwas offered, down#8/04%overN432.64boffered in Q1, 2008. The level of
subscription over the amount offered wBoB4&N228.97bmorth of bid was received, while total shl@5kas
down by2.14%romN250.92bsold in Q1, 2008. A tot&N%8brworth of 182ay NTB was repaid into the system,
leading to an outflol4®brin Q1, 2009.

At the9l-day NTBaudions, a total Nf75.22bmvas offered which represents an incréas#36fromN65.16bon
offer in Q1, 2008. The level of subscriptict9wd8masN187.77bworth of bids was received, NA8e22brvas
sold. A total Nf5.22bmvorth of bill weepaid leading to an outfldN@0brin Q1, 2009 througkd@y NTB.

364-Day NTB 182-Day NTB
270 - 470 4
390 -
v 190 - 7
CEG % 310 -
n 2]
3 110 3 230 -
= =
= 150 -
30 - : : ! 20
AMOUNT AMOUNT  AMOUNT Sold
Issued Subscribed AMOUNT Issuec SAul\élsC():lrJID;'d AMOUNT Solc
QL2008 ® Q12009 = Q12008 = 012009
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At the secondary segment of the market, aNi62a2@ibn
91-Day NTB worth of bills was sold in Q1, 2009, danbE5Ydrom

N284broffered in Q1, 2008. A totdl3d6.85bwas repaid
intothe system resulting in an infls&7df.56bm Q1, 2009

o 170 - from this segment of the market.
o
c
§ 100 - The CBN introduced the Expanded Discount Window
g - - Operation (EDW) in Q1, 2009 to ease liquidity crunch in the
30 - | financial system as a result of the secondary itmgact of
AMOUNT  AMOUNT  AMOUNT global economic and financial crisis on the N|g§r_|an Financial
Issued Subscribed Sold System. At tl@MO Repo BDW market, the CBN injected a
¥ Q1,2008 ¥ Q12009 total oN831.74bimto the system, while it withdrew a total of

N869.13n, representing a net outfloW33t43brirom the
systermi Q1, 2009 from this segment of the market.

The average discount rate ofililay NTBn Q12009 wa.50%ower thaB.63%n Q1, 2008. The lowest and the
highest rates in the period W868@and3.70%as againg.30%and9.50%ecorded respectyviel Q1, 2008.

The average discount rate otBeay NTBn Q1, 2009 waf)1%while it wad.18%n the preceding year. The lowest
and the highest rates in the perio@.%8¥and4.40%as againg.70%and9.50%ecorded respectively in Q1, 2008

The average discount rate oB6tbaay NTBn 2008 was.41%while it wa®.91%n the preceding quarter. The lowest
and the highest rates in the quartet.W&Y@nd5.98%as againg.23%and9.50%ecorded respectively in Q1, 2008.

The averagdiscount rate on the Open Market Opé@itfrgnsactioria Q1, 2009 wasA3%while it wad.18%n
thecorrespondirgiarter. The lowest and the highest rates in Q1, Z33a@nvd2r85%as agains®}.65%and9.50%
recorded respectively in Q8,200

The low rates recorded at both the primary and secondary markets of the NTB Markets was due to investors flight to
as investoraoed to government securities as a safe haverfif@rtbial assets.

25Foreign Exchange Market

The angbkis of the transactions in the official fc
exchange segment of the market in Q1, 2009 showe
CBN offered a totaU&$5,900mtlrough the Retail Dut,
Auction SysteflRDAS)vhich replaced the Wholesale D
Auction Syste (WDAS) on Janua$;, 2009The offer

WDAS & RDAS (08 Q1, 09)

60 -
50 1

40
represents an increase€®f.58%over thdJS$1,650mn =

D an

offered in Q4, 2008, and an incred83.68%ver the E Z’g |

US$660mffered in Q1, 2008. The CBN sold a tc T 5 - s | l ‘ ‘
US$5,809mim Q1, 2009, an increas&0ob7%over the 0 : T T T
US$5,253.52msold in Q4, 2008, and an increast ql08 @208 q308 @408 ql09
1,032.15%ver theJS$513.09nwifered in Q1, 2008. TI
amount sold &1S$5,808.93min Q1, 2009 wads54%
lower than the amount offerd@$5,900min Q4, 2008, the total amount soldS§&s253.52mwhich waz184%,

higher than the amount offere&&t,650wnhile the total amount sold in Q1lwaed®.26%wer than the amount
offered d!S$660

1

Amount Offered ($m) H Total sales ($m)
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narallal

The value of the Nigerian Naira depreciated in th
and official markets against the US Dollar in Qghig0
the intebank market remained ahut end of tiygarter.

The value of Naira against thedj@®ciated 138.37%
and11.01%n theparallelandofficial marketsespectively.
However, in Q1, 2008 the value of Naira appreciated
three segments of the marke®.®&¥2%, 0.42%nd0.06%

in theinterbank parallelandofficial marketsespectively.
At eneéDecember 2008 the value of the Nigerian
depreciated in the 3 segments of the market deprec
18.26%, 14.8380d12.37%ntheinterbank paralleland

officialmarkets respectively.
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Theaveraggremium between the parallel market rate and the official market8%da ®as 2009, compared to
2.72%n Q1, 2008. The highest premium recorded in the qRar8X%waie the lowest premium recorded during the
period wa3.77%Meanwhile, in Q1, 2008 the highest premBud6@aad the lowest wa87%The high premium
between the parallel and official snadssbecause the official market was not adequatelydgripglige quarter.

The average premium betweeparallel
market rate and the official market rate

This can encourage rauipgingf not checked.

In the parallel market, the value of Naira depreciated by
23.37%0 close aN170/US$fromN137.80/US%it the

end of December, 2008. In the official market, Naira

9.68%n Q1, 2009, compare? 7@%n Q1, depreciated by101%to close aiN145.70/US$ttom

2008The high premium between the pa
and official marketas because the officiz

market was not adequately supplied d

the quarter. This @rtourage round showed that the average exchange rate recorded in the
tripping if not checked. officiamarket wad$143.87/US$1p fronN116.79/US$1

Q1, 2008. The minimum and maximum exchange rates

recorded in Q1, 2009 in this segment of the market were

N131.25/US$4nd N150/US$from N116.81/US$and

N116.73/US$1Q1, 2008 respectively.

N131.25/US$tom endDecember 2008he intebank
market remained shsifat the end of the quarter

A further analysis of the exchange rate during Q1, 2009,

At the imt-bank market, the average exchange rate in Q1, RA@F wal)SHtomN117.44/USH Q1, 2008. The
minimum and maximum exchange rates recorded during the period in this segment of\th@9n6arkks Silmte
N151.01/US$bmN116.63/US$hdN118.24/US$H1 Q1, 2008 respectively.

At the parallel market, the average exchange rate Q1, NDB9.84AdSHFlomN120.05/USSh Q1, 2008. The
minimum and maximum exchange rates recorded during the quarter in this segment oNt&B0A0&S hvete
N184/US$tomN119.10/US&hdN121.50/US$aspectively in Q1, 2008.
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3.0 Outloolkor Q2,2009

3.1The Nigerian Economy

As noted in our earlier repwet,cturrent global economic and financial crises have serious implications for the
per formance of the Nigerian economy in 2009. But it
to be implementing policiesdmédy a solid foundation for the economy in the medium to long run especially in the area
of agricultarand broadening the revenue base of the country, wiowetethat the country appears not to be
making real progress in the area of power generation which is fundamental to sustainable growth and development
nation.

e As we have noted eanlerproject a huge drop in the federally collectiblenr@@@dlemading to a drop in the
amount of money to be shared through thdidredareountallocatiorCommittee (FAAC). In another
development, the projected drop in the price of oil emmrothdities will have a negative impact on the current
account position of the country.

e Looking at supply bottleneck in production espedraltifommliniryvhich is exerting pressaroad price
inflatioryve do no see how the CBN can aatsgle digiiflation rat mieyear. We note that here is a time
lag within which tN@OObnagriculture funds will bring about the desuki it is properly managed. We
therefore maintain our inflation forecast for the year in th2. 586k 5% oyearoni year.

e We believe the proposed deregulation of the down stream sector of the oil and gas industry in Nigeria is a gooc
as should be supported. FSDH Research is confident that it will bring about a lower pricingalegime for the pet
products in the country. We hold this view because of the competition that will set in and the drop in the price of
the international market. We note that the extent of the drop will depend on what happens to the value of Naira.

e B a n kCenmméiteée decided to peg the maximum deposit and lending rates at 15% and 2@#threfipettively
from April 1, 2009 until end of 2009. Although this is expected to have salutary effects on the real economy, we
our doubts whether this can be adbetectly as other determinants of high cost of running lhdingssas
such as powdrave not been addressed.

e The recent initiative of the CBN to inject liquidity into the domestic financial market is a welcome development.
should be ted that such measures have not satisfactorily addressed similar problem in the advanced economi
We therefore reiterate our earlier suggestion that the CBN needs to inject money into the banking industry by w
buyingpecial purpose-ear corporatbondfrom banks.

o Except the price ofapipreciatest the international market and production disruptions in the NigeoDelta region
Nigeria isddressd to guarantee foreign exchange earnings in order to sufficiently supply the foreign exchang
market, the current stability of rate around the ddfritfslU8fHhay not be sustained. We hold that there is a
limit to which the CBN can manage the foreign exchange rates in the face of increasing demand and dwindling s
The determination @& ®BN to maintain a band/8% on the official exchange rate may be relaxed if the
economy does not improve to generate adequate foreign exchange.

e We reiterate that current credit squeezinantiainarket, depreciation/devaluationaggagtedemand as
result of the global economic crisis, and high costs of doing business in Nigeria are detrimental to the real sec
the Nigerian economy. However, urgent fiscal and monetary policies targeted at this important sector of the Nic
econmy will go a long way to make Nigeria achieve a sustainable growth.

e Learning from the experience of other countries of the world, we still believe that a veritable financial institutior

the CBN can use to increase access to credit amongatite reegilim scale industry in Nigeria is the Micro
Finance Banks. In order to achieve this, the CBN need to intensify its efforts in capacity building for the ind
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operators. Also, observance of good corporate governance especially amongehlevttpletezmitie how
effective the financial sector can contribute to t

e Wemaintain o@DP growth rate of betwidéand5%in 2009 if the current economic management team can put
in place strong eomic framework that can suppadrtbeltureand thenanufacturing sectaspecially in the
areas of improving infrastructure and access to cheap funds.

32Fixed Income Securities

e As expected the CBN has reduced MPR/&6%i08% It also implemted other expansionary measures in
the financial market in order to boost liquidity. We are of the opinion that the CBN will maftain the MPR a
throughout Q2, 2009.

e We sitill believe that the large fiscal deficits that the Federal Governtrahthanstateogovernment will
run in 2009 will exert upward pressure on money market rates, notwithstanding tegagtessstosate p
theBa n k @ommitbee.

e At the time of this report, we have not received from the DMO the Bond isst@n@e,cz08edaut we
are of the opimthat the DMO will increase Bond issuance in Q2. We alsoppegtoemost of the
existing bonds. We expect that the marginal rates that will be applied on bond in Q2 will be lower than the ra
Q1, 2009 his is because of the cut in the benchmark int@viRaR)aaeexpectethcrease in bond price in

Q2.

e Weexpecslight volatility in bond prices and yields in Q2. The Volatility will depend on the teihor of the bonds
short tenored bonds willdgevelatile while the long tenored bonds will be more volatile.

e We expect the CBN to continue with the use of the expanded discount window to inject more liquidity in
financial markat bank of last resartowever it appears that there is achife@veen the lending rate to
the bank through this windowCBNelends at MPR plus a maxim&#sddgpending on the tenor of the
facility while it borrows money from the financial market, using the treasury bills (where banks is the major pl
at arate of abo@8o

e We expect volatility in-odek rates in (Z0090 moderate especiatipacount of the agreement regarding
the pegged interest rates.

3.3 Equities Markets

e We expect to see a low level of volatility in the equities 222K801M/E are of the opinion that the
valuation of stocks quoted on the Nigerian Stock Exchange (NSE) appears attractive both in absolute and re|
terms. Most stocks that have good fundamentals are currently trading close to their support level.

e Meanwhileoordinated fiscal and monetary policies directed at improving the financial and economic health
the nation will set the tone for a real recovery in the equities market.

e As we noted in our outlook report for 2009, we expect comgsaieaanpianies quoted on the floor of the
NSE to declim@2009, as a result of high cost of funds, exchange rate lossese anoviswadser non
performing assets; especially for financial institutions. However, this situation mapdea aeselivobted
the efforts of the CiBlMwer interest rate & inflation expectation.
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34 Recommended Stocks

While we advise investors to take medium to long term positions in the market, we observe that there are opportunif
shortterm tradinig the market. In period like this; full of uncertainties, we strongly advise investors in the capital marke
invest only stocks that have good management, have good products that can generate and sustain good cashflow
i ncr e aadthrein thehongerntlroaddition, investors should take advalwagericbtrethe market

for strategic positioning as the markeit wibntinue like this for too lan@nce recovery starts and the level of
confidence in the economy impraoe domestic and international sstoelss may not trade at the current

can

prices for many years to come

Table6: Recommended Stocks

Sector Stock Current Price Trailing P/E Rati¢ Sector Trailing P/E Rat
Banking Diamond 451 3.42 5.77
First bank 14.01 7.99 5.77
GT Bank 10.10 5.13 5.77
UBA 8.60 4.37 5.77
Breweries Guinness 88.85 8.89 8.93
Nigerian Breweries 36.66 10.79 8.93
Building Materials Lafarge WAPCO 16.80 4.48 9.64
Conglomerates UACN 29.01 10.11 11.04
Food/Beverages &
Tobacco Dango¢ Sugar 14.31 7.74 11.20
Flour Mills 14.99 7.38 11.20
Nestle 150.00 11.89 11.20
Petroleum (Marketing Oando 68.00 8.23 14.04
Real Estate UACN Property Dev. Cc 16.48 6.29 6.29

For *llside Analyst Research Report on the compamdeommended herplease visit our website at

www. fsdhgroup.com, emww.fsdhsecuritiegsom
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