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EXECUTIVE SUMMARY

World Economic Growth
The International Monetary Fund (IMF) reitertitedldta economic  The market share of the GSM operators in Nigeria as at September 2009
recovery is proceeding better than expected but at vasjistpafyeed are: MTN Nigeria Communications :L4®i8&%; Globacom Limited:
in many advanced countries and solidly in most emerging economiegsar8¥s; Zainimited (formerly CELTEL): 24.09%; EMTS Limited trading
developing economies. Ndtiagmprovements in economic activitiesas Etisalat: 2.96%; an@eWLimited: 0.41%. The market share of the
across the globe, the IMF reitsetbbal output growth ra2®10 to CDMA Mobile operators as at September 2009 are: Visafone Limited:
4.25%, following a contracfidh586 in 2009. The new forecast is an36.23%; Multiliikslcom: 26.03%; Starcomms Limited: 21.84% an
upward revision from the earlier forecast of 3.9% released in the @éfighce Telecoms (Reltel):15.90%.
January, 2010 Edition.

Crude Oil
According to IMbutput in the advanced economies is now expecteditRe Monthly Oil Market Report of the Organization of the Petroleum
expand by 2.259@201.0and by 2.5% in 2011, foltpwidecline of more  Exporting Countries (OPEC), AprilEadith, reported that a steady
than 3% in 2009. Growth in emerging and developing economigfei$m of positive macroeconomic indicators have lifted senttments ab
forecasted to be over 6.25% durind ZOfbllowing a modest 2.25% in world economic prospects, adding that manufacturing continues to pick up
2009. The report stated that given the large amount of public debt thiat fh@sus. Services have also been improving gradually with similar trends
been accumulated dutiregrecession in many advanced ecqrexihies  seen throughout other developed world. OPEC notes that within the
policies need to emphasize fiscal consolidation and financial sector ®Rgihization for Economic Coope&aliemelopment (OECD), positive

This will allow monetary policy to remain accommodative without leadjggdR include the employment situation in the US in March, as payrolls
inflatioarypressure or financial sector instabilities. rose, especiallythe private sector.

In another development, the Update of the IMF Global Financial Staidiéport notes that OPEC Reference Basket (ORB) rose by US$4.22/b
Report (GFSR), April, 2010 Edition stated that risks to global fingfciflerage US$77.21/b in March, thet Higives the onset of the

stability have eased as the global economic recovery has gained sigafbial crisis in September. ZIRBC stated that volatility was lower

but warned about concems in advaoeeomies sovereign risks, which with the basket fluctuating between US$75.51/b and US$78.70/b. The rise
could undermine stability gainprafwhg the collapse of credit. It addedin the OPEC Reference Basket was driven by the bullish sentiments in the
that without fully restoring the health of financial and household bajpii@t, suppted by improving expectations about global economic
sheets, a worsening of public debt sustainability could be bracismitte growth and US Dollar weakness against the Euro as concerns over
to banking systems or across borders. Greeceds fiscal problems temporar.i

GDP OPEC posited that the world economy continues to impreateand proj
Available data released by the National Bureau of Statistics (NBS) ahgns@rth of 3.5% in@0 the OECD growth is forecast at 1.9% in 2010
that the Nigerian economy when measured by the Real Gross DomRetigs is expected to contributegiestithin the OECD with growth

Product (GDP) grew by 6.90% in 2009 as against 5.98% ré08rded inof 2.6%. Japan is forecast to grow by 1.5% andzthveethyr®.7%.
Meanwhile, the target growth rate for the year 2009 as contained in the

2009 Federal Government budget was 7.5%. The growth in the ecdhamphal Reserves

was driven largely by-oibsector. Nail GDP grew by 8.61% in 2009, According to the CBN g e r i a 0 ervesprsitienrasaa March s

while oil GDP recorded a declind ag3% in 2009. 2010 stood at US$40.68bn, representing a marginal drop of 4.08%,
compared to US$42.41bn as at December 31, 2009. Notwithstanding the

Looking at the percentage distribution of real GDP at 1990 constanigegsife in the level of external reserves aMatam@009 the level of

prices by activity sector in 2009, Agriculture contributed the highesiewéitves is sigfent to finance 17 months of imports, far in excess of the
41.85%. This was followed by Wholesale & Retail Trade with 18.16%tafithtionally acceptable 3 monthsdovgsrtequirement.

Crude PetroleunN&tural Gas 16.03% respectively.

External Debt
Telecommunications Available information from the Debt Management Office (DMO) shows that
According to the Nigerian Communications Commission (NCC)t he t ot al Ni ger i ad&ember 81t 2009rstadd atd e b t
installed capacity in the industry as at February, 2010 stood at 148.8358¥947.30mn translating to 2.12% of the GDP. This represents an
lines, an increase of 32.02% over 112.733mn lines as atdecembgicrease of 6.10% over US$3,720.36mn as at December 31, 2008. The
2009. The installed capacity is made up of Mobile GSM, Mobile CDM#yr@éak position is also higher than the position as at September 30, 2009
Fixed Wired/Wireless in the proportion of 83.40%, 10.26% and 6\g4#h stood at US$3.888\n. The breakdown of the debt showed that
respectively. There were 77.08mn active telephone lines, repres@#ing% was owed to Multilateral (which includes World Bank Group,
51.79% of the installed capacity, wdite wiere 71.75mn unused |nternational Fund for Agricultural Development (IFAD), African
capacity, representing 48.21% of the installed capacity as at Febp@lopment Bank Group, International Development Bank (IDB) and
2010. Economi®evelopant Fund (EDF). The balance of 11.22% was owed to

NonParis Group of creditors.

FSDH Research



FSDH

FSDH SECURITIES LIMITED

Domestic Debt

As at December 2009, DMO put followed kyahe F8DHyMasufactliong & fltied and Eetrddetm Matketiogk
N3,228.03bn, up 39.14% from N2,320bn as at December 31, 2008 dndicgs, with an appreciations of 27.08% and 16.30%, respectively.

from N3,058.19bn as at $epee 2009. The domestic debt stock as atn terms of trading activities for Q1 20H0,08 26t38bn shares worth
December, 2009 represents about 11.76% of the GDP. The breakddN#8&506bn were traded in 604,030 deals. This is against 19.16bn shares
the total debt stock shows that the FGN Bonds accounted for N1,97488bna total of N108.17trn traded in 419,539mn deals in Q1 2009. The
representing 61.18%; Nigerian Treasury Bills (NTBs) accountedvésage value of shares traded during the quarter under review was
N797.48hnrepresenting 24.70%, Treasury Bonds(TBs) accountedN8104bn, while t#neerage volume of shares was 425.62mn in an average
N392.07bn, representing 12.15%; Promissory Note (PN) whichof\&342 deals.

introduced in September 2009 accounted for N63.03bn, representing

1.95% while Development Stocks (DSs) accounted for NO.5®mey Market

representg 0.02%Meanwhilehé total public debt stock in the countryThe money market experienced extreme liquidity in Q1, 2010 because of
(addition of external and domestic debts) as at December, 2009 représentsllowing factors: the unwillingness of banks to lend money to
about 13.88% of the GDP as against the applicable critical limit of 40¥%stomers; the various injectimms froth the monthly statutory

countries in Nigeriads economi allogagor, rexcgss orudp oil account and maturities from government
securities market which hit the system; the extension of the Central Bank
Inflation Rate of Nigeria (CBN) guarantee obanérplacements which ensures that

The Consumer Price Index (CPI) for the month of March, 2010, relgasgities ithe intebank market remained active; and stability in the

by the National Bureau of Statistics (NBS), showed that inflation ratefftejn exchange market. In all a total of about N879.97bn was injected

onyear) in Nigeria dropped by 50 basis points to 11.80% in the mofitbahe money market from the monthly statutory allocation and excess

March 2010, comgrrto 12.30% in the preceding month. The latestude oil account.

inflation figure represents the lowest rate since November 2009. According

to NBS, the Composite Consumer Price Index (CCPI) stood at 2AQdifible data from the FiraMdaket Dealers Association (FMDA)

points in the month of March 2010. The percentage changade the avedicates that the Average Prime Lending rate to the economy stood at

CPI for the twelwenth period ended March 2010 over the average1#.42% in Q1 2010, up from 17.92% in Q1 2009. The average interest rate

the CPI for the previous twebreth period was 11.90%.This was slightlpn savings account stood at 3.32% in Q1 2010, marginally down from

lower than what was recorded by making similar comparison in Felgu®¥s in Q1009. The average interest rate on Term Deposit (12 months)

2010. Core Inflation (that isra iess farm produce and energy) stoodstood at 11.01% in Q1 2010, up from 10.87% in Q1 2009. Meanwhile, the

at 9.21% yeanyear, down from 10.71% recorded in February 2010. CBN recently berated the high spread between the average maximum
lending rate and average consolidated deposit rate mt E&bf086y

FGN Bonds 2010, noting that the structure of the high interest rate of the Deposit

The huge | iquidity in the finaManeydBank ([DeBskfalad toaefiedtfaillvaninmtest or sd desi r e

to trade returns for safety led to the increased subscF@id Bonds

in Q1 2010 despite the low coupons that the bonds carried. Subschpging atday NIBOR for Q1 2010, the rate closed lower at 2.46% from

on FGN Bonds in Q1 2010 stood at N569.51bn, compared to N28@B5¥¥ as at the end of 2009 anu fdmw 16.33% as at the end of Q1

as at Q4 2009 and also higher than N277.51bn in Q1 2009. FZI®9. A review of thed89 NIBOR indicated that it closed Q1 2010 at

Research had reported earlier thatgiesttuscription recorded in the 7.58%, down from 19% as at the end of Q1 2009. The lowest rate

Bonds was on account of flight to safety by imrstitysreturns for ~ recorded in Q1 2010 was 7.41% as against 12.63% in Q1 2009.

safety. Consequently, the prices of Bbrile secondary market

maintainednupward trend most of the tiadngatpremium to its par In Q1 2010, Nigerian TrgaBills(NTBs) received high subscription but

valueard resulting in low yields. low coupon ratest the primary market auctions for the government
securities, CBN offered and sold a total of N105.85bn wdgk of 364
Equities Market NTB in Q1, 2010, higher by 51.21% from N70bn offered in Q1, 2009. A

The positive impact of the economic recovery both at the global dRE 0f N165.40bn worth ofd82NTB was offered and sold in Q1 2010,
domestic levels were observed in the Nigerian Equities market in Q1UB#074-11% over N95bn offered in Q1, 2009. Whilelay tN&B1

as major indicators in the equities market showed considerayfdions, a total of N43.80bn was offered and sold, which represents a
improements when compared with the closing figures of Decembefl@&ease of 41.76% from N75.22bn offerezDbeQ1,

2009.The Nigeria Stock Exchange All Share Index (NSE ASI) closed Q1

2010 at 25,966.25 points, up from 20,827.17 points at the end of Eagsﬂ\/erage disco‘_”‘t rate on t éase_ETB in_ Q1, 2010 was 3'93%
representing an appreciation of 24.67%, higher Ity dh 33.78% while it was 5.41% in the correspondl_ng period of the preceding year. The
recorded in the corresponding period of 2009. In a similar developwgﬁ?ge discount rate on theldBATB in Q1, 2010 was 3.64% while it

the market capitalization recorded a gain of 25.88% in 2009 to cld’ggsa%'M% in Q1, 2009. _Th? avesgant r‘"_"te on theday NTB _in
N6,280.60bn (about US$42.35mn). Q1, 2010 was 2.58% while it was 2.50% in 2009. The low discount rates

recorded in NTB transactions in Q1 2010 were reactions to the high
Looking at the sectoral performance of the FSDH Indieedan Q1 liquidity that characterized the money market during the period. The CBN
FSDH Banking Index recorded the highest appreciation of 29.42%,
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took advaatie of the situation to borrow short term funds on behalf of $heThe global economy contitmshow sigrof recovery; however,

FGN at low rates in the advanced economies, high unemployment rates and public
debt, as well as dfgtyhealed financial systems, and in some
Foreign Exchange Market countriesveak household balance sheets are presenting further

The analysis of the transactions in the official foreign exchange market #hallenges to the prospects of recovery in these economies.
Q1 2010 showed that the CBN increased the amount of foreign exchange

itoffered in the foreign exchange market in order to maintain stability ian th&1F encouraged emerging market countries to put in place
foreign exchange rate. The CBN offered a total of US$5,700mn througimechanisms to manage a surge of capital inflows because such
the Wholesale Dutch Auction System (WDAS). The offer represents inflows can be very dargnd partly shéivied. Thus, maero
decrease of 3.39% over the US$5,900nthinf@te2009, however, it prudential policies aimed at limiting the emergence of new asset
was 42.86% higher than what was offered in Q4 2009. The amount sold ptice bubbles, some buildup of reserves, and some capital controls
US$5,388mn in Q1, 2010 was 5.47% lower than the amount offered ain inflows can be part of the suitable response.
US$5,700mn.

e The IMF Global Financial StabiligrtR&FSR), acknowledges
The value of the Nigerian Naira appreciated at -traekinteut that favourable developments have resulted in overall reduction in
depreciated both the parallel and official segments of the market against systemic risk globally which would help to free up capital and reduce
the US Dollar in Q1 2010. Thebarikrmarket appreciated by 0.30%, risk aversion in the global economy.
however as at the corresponding period of last yeahahk méeket
was closed. At the parallel and official ntheketalue of the Naira e The world oil demand is expected to grow an@pdbjected at
depreciated by 0.40% and 0.14% respectively, compared with depreciati®s.2mb/d. OPEC crude demand is projected to28/@nalgfel

of 23.37% and 11.01% respectively recorded in Q1 2009. while no@®PEC crude demand is projected at 56.60mb/d.
Meanwhile, the NOREC supply is projected at 51.5mb/d
Harmonized Fiscal Projections for 2010 marginal increase€dd%from the 2009 supplgohb/d.

In order to empower the Federal Government of Nigeriea(RGi to

its responsibilities for the 2010 fiscal year, the National Assembly pagsedPtimistiprice of oil in 2010 is projectddS&85/bwhile the

an harmonized budget of N4.61trn after series of rigorous deliberationsP€ssimistic is projected arolB#65/b

The National Assembly reviewed the budget upward by about 13% from

N4.08trn. In order to payttte to the infrastructural challenges in thd N€ Nigerian Economy

country, the capital expenditure was reviewed up from the propbsecfforts of the CBN to stimulate the domestic economy and ensure a
N1.37trn to N1.85trn, representing a growth of 35%, while recurrent\@ds@ble resolution of the troubled assets of banks duringgthe bankin
debt) expenditure increased marginally by 3.26% to N2.08trn fro®figie with its attendant negative impact on the economy has helped to
proposed N2.01trn. Expenditure on debt service was reviewed dowfeflg® uncertainties about future economic outcomes. Also, our belief that
N517.07bn to N497bn while statutory transfers was left unchangtt &levant parties in the Nigerian political landscape will work together to

N180.28bnThe Acting President Goodluck Jonathan has signed ffgolve the erstwhile paliticrisis before it degenerates to an
budget into law. uncontroll able situation that cou

burgeoning democracy has been confirmed through the resolution of the
. imminent political crisis andrainsfeof power to thcting President
RevisedOutlook fo2QLO Gadluck Jonathahhe resolution of the crisis has helped to douse the

uncertainties that pervaded macroeconomic outcomesdridkeduce
Global Economy

The highlights of the consensus from the International Organisation$\stichr ei t er at e the need for the nat
as the IMF and OPEC on the outlook of the world economy in 2010 geticies that can lay a solid foundatian éoottomy in the medium to
long run especially in the area of agriculture and manufacturing in order to
e The IMF revised its global output growth rate for 2010 to 4.298foaden the revenue base of the country. The ActingGtredidekt
its WEO, April 2010 Edition, fromather dorecast of 3.9% Jonatharappears to be determined in laying a strong foundation to
released in the WEO January, 2010 Update. In a similar veinpybecome thegblem in the power (electricity) industry by banging th
Organization of the Petroleum Exporting Countries (OPE&tounder his office.
released a revised growth rate forecast of 3.5% in its Monthly Oil
Market Report, April 2010 edition. e |tis expected that the implementation of the budget 2010 will provide
enabling macroeconomic environment that will help Nigeria withstand
e The Wall Trade Organization (WTO) released a forecast world the challenges posed to ithbyglobal economic and financial
trade growth rate in terms of volume of 9.5% for 2010. Also themeltdown. Also as noted earlier, the improved oil production in
World Economic Outlook of the IMF projected a world trade volumeNigeria following the Amnesty program of the FG to the militants in
growth of 5.8% in 2010. Although the IMF forecast is more the Niger Delta area, and the fact that the unspent portion of 2009
conservative thathe WTO, the forecasts point to the same  capital budget allomatiwill be added to 2010 fiscal year should
direction. improve the fiscal position of the FGN in 2010.The current average
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Fixed Income Securities

oil price to date at US$77.04/b is higher than the 2010 budgetin the short term, we expect interbank rates to start climbing up on
benchmark oil price of US$67/b. The 2009 budget is predicated orm c c ou n't of CBN©6s rge hamke dodstare f f or t

an oil price agsption 00)S$67/bpil production of 2.35mb/d an lending to the real sector. However, banks miayghrechaally

average exchange rate N#50/US$1(average ytd so far increas¢heir deposit rates in order to attract funds from the surplus

US$148.45/US$1). sector. Lending rate in the economy is also expected to drop
marginally between-200 basis poirftem the current average of

We maintain our forecast inflation rate in the Tarigéb$.5% 18%, thus lowering the spread between the lending and deposit rates

to end the year. in the economy.

We reiterate that the proposed full deregiiidtiodown stream o The Jiquidity status granted state government bonds and the tax
sector of the oil and gas industry in Nigeria (which we do not have &xempt approved for corporate bonds should create activities in this

framework for its implementation and no date) fixetle best ~ segment dhe financial market. We also expect that new issues will
policy that can be implemented in the sector to bring about Iastlng;arry lower coupon as the effective yield has been enhanced by the
solution to the problems tharacterizes the secidre Local tax exempt policy.

Content Law in the upstream sector of the Oil & Gas should also

engender the development of the sector. We expect the prices of some of the FGN Bond currently trading at

) huge premium to drop in anticipation ohtigkeinvestment
Although we have argued that there is the need for the MPC of thgnstruments and rise in interbank rates.

CBN to reduce its effective lending rate a$ lbahkesort from
8% to 6%, it may still not be sufficient to enable banks resgaﬁmes Market

lending. Therefore, the CBN needs to create special PUrppSg equities market in Q1, 2010 showed strong growth as it attracted
vehiclefor organized manufacturers and producers to access fuRg$ys from both local and foreign investors looking for attractive returns on
while the fiscal authorities intensifyeffioeis in improving the  yqi jnyestment. As observedimber of the highly capitalized stocks

infrastructure in the economy. across the sectors on the Nigerian Stock Exchange (NSE) which were
trading at their support prices attracted inyestors, which caused a rally in
usr?arségpr%erse R N e e A N I S T T Sl

The fact that Nigeriads outp
whose outputs are not affected by short tedowsiaw economic
activitieswill ensure that the real GDP growth rateairillinethe

) . e As all banks operating in Nigeria now have the saate/éaanc
region of.00%and8.00%in 2010.

endi December along with some other highly capitalized companies,

we expect the highest quarterly appreciation in the NSE ASI to occur

in Q1 as investors will be taking positiead of expected

corporatbenefits. Following #iisaibn, walo nb expect a repeat

of an appreciation of 24.67% in any of the remaining 3 quarters in
010.

We maintain our forecast exchangi 2420 in the region of
N140US$N145USH

We note that there may have been a deliberate draw down on
external reserves by government in ofthemte infrastruetu
projectd.thissthe casdtis commendable. Givenrsiteésario, we o N ]
are inclined to forecast external reserves levellS$dfsito e Factors that will drive the performance of the equities market in Q2,
end the year 2010. 2010 arehe release of quarterly results of quoted companies; and

the recoveryinbénk earning after the hug
Looking at the borrowing needs of FGN both from the domestic andiowever, we cannot totally rule out the possibility of profit taking
external markets we expbet domestic debt to increase to activities in the market. Given these scenarios, we expect a marginal

N4.25trwhile the external debt should incré884a2bn appreciation in the range0®¥o- 7.3%in Q2, 2010.

We reiterate that good supervision and strict adherence to « 4.25
corporate governance in the Nigerian financial system will he 7.008.00
preent the reccurrence of the recent financial crisis. ’ .
65-85
Although the action of the CBN in respect of standing de;_ 12.9-14.9
facilities has moved close to our earlier projection, we still ma 140- 145
that the CBN needs to reduce the effective MPR to 6% and re! 45
thestanding deposit rate of 1%. This structure now becomes r
relevant than before in view of the plan of the CBN to anchor le 4,420
rate on MPR. 4,250
6.00
5.0007.9
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6.90
(1.23)
8.6%
11.80
11.90
3.95
89.15
3.23
271.35
40.68
9,026.1
5,938.1
150.00
11.80
15,851
19.50
5,318.8
14830
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15160
1101
1842
6.00
24.67
24.54
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3.64
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6.68"
6.90
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8.6%
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1240
3.95
89.15
3.23
271.35
42.41
9,026.1
5,938.4
15000
11.80
15,851
19.50
5,318.8
148.10
(12.84)
151.00
11.69
18.67
6.00
(33.78)
(46.62)
3.66
4.75
9.19

24.3
5.98
(4.5)
9.5
15.1
11.90
3.72
76.60
2.32
306.20*
52.82
7,400
5,391.8
14900
11.80
17,031
6.53
5,475
131.25
(12.37)
137.80
11.78
16.01
9.75
(45.77)
(58.14)
5.00
5.20
7.65

22.91
6.45
(5.1)
9.8
6.6
5.4
3.397
66.00
2.17
185.37
52.00
4,600
2,212.67
14400
5.80
10,431
8.44
5,358
116.80
8.03
120.00
9.47
16.94
9.50
74.73
82.76
8.50
8.75
7.93

18.56
5.63
(4.51)
8.59
8.50
8.20
3.54
122.11
1.75
166.84
45.01

2,490.38

753.81
14000
5.30
6,738
8.76
3,441
127.00
1.57
129.00
8.28
16.92
10.00
37.80
39.35
7.25
9.99
9.23

Sources: NBS, CBN, NSEEC, DMO, MMAN, Budget OHNigtonal épulation CommissiBiGDH Research Estima#eQ3 2009; *Provisional Datduly 20®; ¢ Dec 209
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1.1 The World Economy
The International Monetary Fund (IMF) reitertdegidbat economic recovery is

proceeding better than expected but at varyingskpelgdn many advanced
countries and solidly in most emerging economies and developing economies. No
theimprovements in economic activities across the globe, the IMF revised its glol
output greth ratén 2010 to 4.25%, following a contraction of 0.5% in 2009. The
new forecast is an upward revision from the earlier forecast of 3.9% released in
Noting the improvements in ecor  \wgQ January, 208@ition. The report posited that economies that are off to a

activities across the globe, the _ o _ _ _
revised its global output growth strong start areelikto remain in the lead, as growth in others is held back by lasting

for 2010 to 4.25%. damage to financial sectors and household balance sheets. It also identified the
of policy support by various governments-stajtingp the recovery. Among
advanced countrif®e United States (US) is off to a better start than Europe and
Japan. Among emerging and developing economies, emerging Asia is in the le:
Growth is also taking root in key Latin American and other emerging and develop
countries but continues to ilmgmany Emerging European and various
Commonwealth of Independent States (CIS) dMmtniews th&ubSaharan

Africa is weathering the global crisis well, and its recovery is expected to be stron

than past global downturns.

According to IMBuput in the advanced economies is now expected to expand by
2.25% ir2010and by 2.5% in 2011, following a decline of more than 3% in 2009.

SubSaharan Africa is weathering i i i o
Growth in emerging and developing economies is forecasted to be over 6.25% dul

global crisis well, and its recove
expected to be stronger than 201@2011, following a modest®.252009. The report stated that given the large

global downturns. amount of public debt that has been accumulated during the recession in ma
advanced economiegit policies need to emphasize fiscal consolidation and
financial sector repair. This will allow monagryop@main accommodative
without leading to inflatippressure or financial sector instabilities. In emerging
and developing countries, priorities depend on room available for fiscal poli
maneuvers and on current account positions. Spiltedens fistal policies are
particularly relevant for the major advanced economies; as large deficits and the |
of well specified mediamm fiscal consolidation strategies in these economies
could aversely affect funding costs of other advancgthgreeomomies. While
recognizing the role of fiscal policy in averting the crisis, at the same time, the slu

in activity and, to a much lesser extent, stimulus mesdmddiscal deficits in
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In advanck economies, unemployn
is projected to stay close to 9% th
2011 and then decline slowly.

Sustaining the recent pick up in the
economy should be pramary focus «
policy makers around the world in or
protect the hawbn macroeconon
gains in developing countries
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advanced economies to about @R Delb-equity ratio in these economies is

expected to exceed 100% of GDP in 2014 based on current policies, 35% of Gl
higher than before the crisis. The fiscal challenges are different in a number
emerging economies, with some important exespéiaroup, these economies

are at about 30% of GDP and, given their high growth, are expected to soon be
back on a declining path. Also, in emerging economies with excessivsurpluses,
advised thamonetary tightening should be supported miithl reffective
exchange rate appreciation as excess demand pressures build, including in respol
to continued fiscal support to facilitate demand rebalancing or capital inflows.
others, monetary tightening may be complicated: it could attraat imboevsap
leading to exchange rate appreciation, and thereby undermine competitiveness
exchange rate overshooting becomes a concern, countries should consider fis
tightening to ease pressure on interest rates; some build up of reseilus; and poss

stricter controls on capital inflows or looser control on outflows.

The report also stated that high unemployment poses major social problems.
advanced economies, unemployment is projected to stay close to 9% through 2C
and then decline sloWtlpoted that unemployment responses have been markedly
different across advanced economies because of differences in output decline
labar market institutions, and factors such as financial stress and house price bus
Moreover, in many countpiegbems are larger than the headline unemployment
rate suggest because many individuals are underemployed or have dropped out
the labour force. In this setting, a major concern is the potential for tempora
joblessness to turn into 4eng unemploymeartd to lower potential output
growth. The report posited that, to limit damage to the labour market, macroecono
policies need to be appropriately supportive of the recovery where possible and at
same time, policies need to foster wage flexilpliovide adequate support for

the jobless.

In another development, the Update of the IMF Global Financiap&tability R
(GFSR), Aprii01Editiorstated that risks to global financial stability have eased as
the globaleconomic recovery has gairesinstbut warned about concerns in

advanced economies sovereign risks, which could underngamstabdity
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prolong the collapse of credit. It added that without fudjythhestmalth of
financial and household balance sheets, a worsening of public debt sustainabi
could be transmitted back to banking systems or across borders. Banking syste

health is generally improving alongside the economic recovery, continue
Real Gross Domestic Product (¢
grew by 6.90% in 2009 as ag
5.98% recorded in 2008. The gi since the start of the crisis have been reduced to US$2.3trn from US$2.8trn in 1
in the economy wasven largely k
nonoil sector.

deleeraging, andormalizingnarkets. The IMF estimates of bankdowrite

October 2009 GFSR. It added that, recovery of private sector credit is likely to

subdued as credemand is weak and supply is constrained

FSDH Research reiterates that sustaining the recent pick up in the world econo
should be the primary focus of policy makers around the world in order to protect

harédwon macroeconomic gains in develomges.
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12 Gross Domestic Product (GDP)
Available data released by the National Bureau of Statistics (NBS) shows that t

Nigeriareconomy when measunethb Real Gross Domestic Producy g@ifby

6.90% in 2009 as against 5.98% recorded Me20®ile, the target growth rate for

the year 2009 as contained in the 2009 Federal Government budget was 7.5%. 1
growth in the economy was driven |grgelsolh sector. Nanil GDP grew by 8.61%

in 2009, while oil Gi2orded declingateof 1.23%. However, recovery in the oil
sector which started in Q2 2009, following the Amnesty deal of the Federal Governn
helped tonoderate traecline rate reded in the oil GDWe are of the opinion that oil

GDP will contribute positively to the growth in GDP in 2010 following the

10
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The sectoral growth rate shows
the Telecommunication & |
maintained the lead in term:
growth rate at 34.19% in 2009

The growth rate in the Nige
economy is higher than popul
growth rate of about 2.2%

FSDH Research

increase in oil productivity as a result of peace in Niger Delta region and the rec
signing iotlaw of the Local Content Bill in the upstream sector of Oil & Gas industry.

A cursory look at the sectoral growth rate shows that the telecofpogiseatan
maintained tHead in terms gfowth ratat 34.19% in 2009 followed by Hotel &
Resaurants, Building & ConstryucHolid Minerals and Real Estate which grew by
12.94%, 12.56%, 12.53% and 11.61% respectively. Ahedalgest sector in the
Nigerian econongyew by 6.21% in 2009, while Wholesale & Retail Trade the second
largessharegrew by 18.16%.

Sectoral GDP Growth Rate (%) at 1990 Constant Prici
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Looking at the quarterly growth rate, the economy recorded its highest growth rate in
while it recorded the lowest growth rate of 4.5% in Q1.
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We commend the impressive growth rate of the Nigeriamemresorthat the real
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growth rate is higher thanpthgulation growth rate of about 2.2% in Nigeria. We

howevereiterate that the Nigerian economy has the capacity to grow in double digit if tl

11
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The growth in the Nigerian ecol
hasnot translated to improved sc
welfare for the people

We identified the developmer
relevant transportation network
electricity as necessary condi
that will ensure that Nigerian g
are competitigéobally.
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power(electricityproblenhatcurrentlplague theountrycan be resolved. In solving

the problem in thsportant sector of the economy, we maintain our recommendation
that the Power Holding Company of Nigeria Plc (PHCN) be completalgqriratized.
observe that the growth in the Nigerian ebasoahyranslated to improved social
welfare for the people. We attribute this to high income inequalities in the country. Nig

policy makers should ensure a more equitable distribution of national income.

GDP at 1990 Constant PriGeowth Rate % (Oil & Nuif), (Q1, 08Q4, 09)
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Comparing quarter on quarter, real GDR gt&% b7.22%, 7.07%, and 8.23% in Q1
2009, Q2 2009, Q3 2009 and Q4 2009, respectively.
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The NBS data shows that output in the Nigerian economy are domiodted by non
sector, with annual contribution of 83.97% and 16.03% oil. On the basisef this struct
FSDH Research argfer urgent developmenthefnonoil sector of the Nigerian

economy to enable it benefit from the expected global trade rebound in 2010. \
identified the development of relevant transportation network and electrigity as neces

conditions that will ensure that Nigerian goods are competitive globally.

12
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The major agricultural activitie
2009,wee harvesting activities
the farming season in the Norl
part of Nigeria and late season t
harvesting in the South West.
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Looking at the percentage distribution of real GDP at 1990 constant basic prices
activity sector in 2009, Agriculture contributedsheithgtie 85%. This was followed
by Wholesale & Retail Trade with 18.16% and Crude Petroleum & Natural Gas 16.(

respectively.
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The major agricultural activities in 2009, like other years, are harvesting activities for
farming season in the Naortpart of Nigeria and late season crops harvesting in the

South West.
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The current slow down in ci
creation by the financial itistigiin
the countrys capable of l@ving
down economic activities

FSDH Research

FSDH Research maintains that the current slow down in credit creation by the finan
institutions in the country as a result of the hugengrarisiagi from bad lo@ns,

capable of slowing down economic activities in the country. The CBN should continu
work out modalities to encourage banks to resume lending to the real sector of f

economy.

According to the NBS, the structure ofdtianNeggonomy as at December 2009 in
terms of sectoral contribution to the GBBridture:41.85%; Crude Petroleum &
Natural Gas:16.03%; Telecommunication & Post Services:3.66%; Finance &
Insurance:3.71%; Manufacturing:4.20%; Wholesale and Rd&il8Tt&%and
Others:12.39%.

Sectoral Contribution to GDP at Constant Basic Prices (1990) (

B Agriculture B Crude Petroleum & Natural Ga: ® Manufacturing
H Telecommunication & Post Finance & Insurance Wholesale & Retail Trade
Others

13 Telecommunications Industry
The Nigerian Telecommunication sestoedoadediew entrants and aggressive

competition sinite deregulation in 20@3dingo consumers becoming increasingly
discerning as a result alyaamic, vigilant and responsible regulatory body which
presently characterizes the Nigerian telecommunications environment, where virtu
every type afsageand coverage t@lecommunications service now available in one
form or the other, by sevapalators and service providbese are eviderscef

rapid growth in the demantkliecommunications services nationwide. The sector has
recorded increased level of private sector participation; increased range of qua
services available to useffective reduction of costs of acquiring and using the

services; increasing level playing field to service providers via the removal of bottlenec

14



FSDH

FSDH SECURITIES LIMITED

The installed capacity in the indus
at February, 2010 stood at 148.8.
lines, an increase of 32.02%
112.733mn lines as at Decembe
2009.

hitherto created by the monopoly operator and creation of direct andynuarect empl

opportunities for skilled, s&ithed and unskilladour

According to the Nigerian Communications Commission (NCC), the installed capacit
the industry as at February, 2010 stbt#1&85mn linean increasaf 32.02%ver
112.733mn & as at December 31, 2088 installed capacity is made up of Mobile
GSM, Mobile CDMA and Fixed Wired/Wireless in the pi@pd@idn 0d.2646d

6.340, respectiveljhere weré7.08mractive telephone lines, repres&iting%of

the installecpacity, while there wEréd 5Smminused capacity, represed8rizil Yof

the installed capacity as at February, 2010. The active lines were made up of mol
(GSM):67.85mrrepresenting8.03% mobile (CDMA).79mnrepresenting0.11%;

and fixed wirelesgt3mrrepresenting).86%A further analysis of the active lines in
relation to the installed capacity shovigl.8&of the GSM installed capacity is
active,51.04%o0f CDMA installed capacity is active 1bliR%of the fixed

wired/wireless ingdltapacity is active.

Market Share of GSM Operators in Nigeria ¢
Sept302009

EMTN ®EGLOBACON ® ZAIN

Market Share of CDMA Mobile Operators in Ni¢
as at Sept. 30 2009 (%)

2.96

ETISALA " M-TEL B Visafone ® Multilinks ™ Starcomms ™ Reltel

FSDH Research

The market share of the GSM operators in Nigeria as at September 2009 are: M
Nigeria Communications Lim&86%;Globacom Limite26.18%;Zain Limited
(formerly CELTE23:09%EMTS Limited trading as Eti2#d&6and Mrel Limited:
0.41%.The market share of the CDMA Mobile operators as at September 2009 ar
Visafone Limite®B.23%Multilink3 elcom26.03%Starcomms Limited:.84%and

Reliance Telecoms (Rel&eh0%.

15
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Meanwtlal the market shar=
. . Market Share of Fixed Wired/Wireless Operato
of the first seven fixe Nigeria as at Sef20 2009

/'9.19%

4.37%

wired/wireless operators as
September, 2009 ar
Starcomms Limite@B.85%;
Reliance Telecoms (Relt
9.19%; NITEL: 4.37%;

3.52%

2.63%
2.34%

Multilinkelcom:  3.52%; o
OO Net ( Odu a| ®™Stacomms H Reltel ENITEL B Multilinks
HO'Net 21st Century ™ Intercellular © Others

2.63%21st Centur2:34%%
and Intecellular2.04%while other operators accountédf¥of the market share.

A review of the telecommunication market as at September, 2009vBHéws that
Nigeria Communications Limitdehd the highest subscribers amongst the GSM
operators, Visafohad the highest subscribers amongst the CDMA Mobile operators;
while Starcomms had the highest subscribers amongst the Fixed Wired/ Wirele
operators.

Teledensity which measures the proportion of telephone lines in relation to the popule
in the codry, stood &5.06%t February 2010, up B8m3%s atDecember, 2009.

The graph below shows the teledensity and was calculated based on a populat
estimate of 126million people up till December 2005; from December 2006, teleden
was based onpapulation estimate of 140mili@edensity up to 2006 was based on

number of connected lines, while teledensity from December 2007 was based on ac
subscribers.

Teledensity in NigeriaQ0tFeb.2010
60 -
] [
40 - 4593
g 30 —
3 29.98
20 1 — 2418
10 - 1627 .
o fesl N
2004 2005 2006 2007 2008 2009 Febl0
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Steady stream of posit
maroeconomic  indicatt
have lifted sentiments ak
world economic prospect

Oil Futures hit anh8nth high o
April 6, 2010 with Nymex W
Texas Intermediate (WTI), -fi
month settling at US$86.89/b.
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14 Crude Ol
The Monthly Oil MarketdRepf the Organization of the Petroleum Exporting Countries

(OPEC), April 20Edition, reported that a steady stream of positive macroeconomic
indicators have lifted sentiments about world economic prospects, adding th
manufacturing continues to ygpckn the US. Servicesehalso been improving
gradually withnslar trends seen throughout other developed world. OPEC notes tha
within the Organization for Economic Cooperation & Development (OECD), posit
signals include the employment situdttmB iMarch, as payrolls rose, especially

inthe private sector. Other positive sign is the improved consumer sentiment, which |
been reflected in retail sales. Also, the Bank of Japan is becoming optimistic about
recovery of the Japanese @pmm signs that exports are replacing stimulus measures
as the main driver of growth. OPEC added that most of the activity is in China, wt
account for one third of global growth in 2010, mainly due to massive fiscal stimu
package spread over twosyea

The report notes that OPEC Reference Basket (ORB) rose by US$4.22/b to aver:
US$77.21/b in Marc
the highest since th % One Year Daily Oil Basket Price Moveme

onset of the &incial

crisis in  Septembe 70 -
2008. OPEC stated
that volatility wal 5( -
lower with the bask

fluctuating betwee 30

9 5T @ @ Q@ QP @ QO @ O N
US$B.51/b and & & T LS & &SP

® N \,,\" ST P O IR
US$78.70/b. The rig® © & & & & & ¢ ¢ & & ¢

in the OPEC Reference Basket was driven by the bullish sentiments in the mark
supported by improving expectations about global economic growth and US Do
weakness against the Eur emsdempocadyeased. n s
Oil Futures hit anrh8nth high on April 6, 2010 with Nymex World Texas Intermediate
(WTI), also known as Texas Light Sweanofrntsettling at US$86.89/b, as
speculators pushed net long positions on the Nymex to a rigiv Kddrid la type

of crude oil used as a benchmark on oil pricing in oil futurel lcenmagtaum,

average amdaximurarude oil prices in Q1 B%$8.86b, USF¥5.4%and
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FSDH Research earlieportec
that the optimistic price of o

2010 is US$85/b while
pessimistic  priceis around
US$65/b.

In 2010, globall consumption i
projected to increase by 0.9mb
line with the previous forec
Economic activities in the US
majosl responsible for the dem
growth

The level of reserves is sufficie
finance 17 months of imports, 1
excess of the internation
acceptable 3 months inamorer
requirement.
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USB0.2% respectiveliHowever, predave eased in recent days and the ORB stood

at US$38.13B on Aprd8 2010FDH Research earlier reported that the optimistic price
of oil in 2010 is projected at US$85/b while the pessimistic price of oil is projected arc
US$65/b.

OPEC posited tithe world economy continues to improve and projected a growth of
3.5% in 2010, an upward revision from 3.4%. In the OECD growth is forecast at 1.9¢
2010, compared to the previous forecast of 1.7%. The US is expected to contribute
higheswithin th OECD with growth of 2.6%. Japan is forecast to grow by 1.5% and th
Eurezone by 0.7%. China and India are forecast to contribute significantly to glok
growth expanding at 9.5% and47.Espectively. The report indicated that the

downside to the patgd growth include concerns about the level of public debt in many
OECD countries, continued high unemployment levels and the risk of a correctior
China if government efforts to avoid overheating misfires. Also, the Chairman of
Federal Reserve,nBBernanke, while testifying before the US Congress recently
reaffirmed his confidence that the US unfolding economic recovery will have stay

power, but it will not be strong enough to bring quick relief to high unemployment.

OPEC©OGs
1.4mb/d in 2009, broadly unchanged from the previous report. In 2010, glob

r e v d eimdentahd shoWwsethatwworld oil demand contracted by

consumption is projected to increase by 0.9mb/d, in line with the previous forece
Economic activities in the US ardymmagponsible for the demand growth; and all the
expected growth in oil demand in 2010 is projected to come from the OECD region le
Asia. The report added that overall, most growth will come from transport ar
petrochemical sectors worldwide. Meanai®)PEC oil supplypigojectetb grow

by 0.5mb/d over 2009 to average 51.5mb/d in 2010, an upward revision of 0.1mb/d f

the previous month.

15External Reserves
Accordingtothe CBN ger i a6s ext er MartiBlr2@0deodar e s p

US$4@on, representing a marginal drap08fo, compared to US$42.41bn as at
December 31, 200®twithstanding the decline in the level of external reserves as at
endMarch 2009 the level of reserves is suffionamict 17 months of ilspéat in

excess of the internationally acceptable 3mmuortever requiremenstfong
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Government may be limiting
amount of foreign exchange esr
that is saved in foreign accou
order to access additional fun(
domestic spemling and reduc
external borrowing.

Nigeriaods ext
at December, 2009 repres:
2.12% of GDP

FSDH Research

reserve position enhances the monetar:

stability and protect the currency from spextdakive

We note that the decline in the external reserves in Q1 2010 did not reflect tli
appreciation in the price of oil and the improved oil outpdbiloMiggiae peace in

the Niger Delta regim our opinion, the government may be theaiingount of

foreign exchange earnings that is saved in foreign account in order to access additic
fund for domestipenthg and reduce external borrowi8®H Researclnsiders

this as goodstrategy as it will help to reduce external forarges

External Reserves (200Blarch 2010)
60.00 1 52.00 53.00
. 45.01

< 50.00 4241 40.68
& 40.00 -
-} 28.28

30.00 A

20.00 - 16.96

10.00 - 7i

2003 2004 2005 2006 2007 2008 2009 Mar.2010

1.6 External Debt
Available information from the Debt Management Office (DMO) shows that the tc

Ni g eexternab debt stock as at December 31, 2009 4i&®8,847.30mn
translating to 2.12% of the .GOHs represents an increase of 601@%
US$3,720.36mn as at December 31, 2008. The current position is also higher than
position as at September 30, 2009 which S®8$8,863.92mnhe breakdown of the

debt showed tha8.78%was owed to Multilateral (which includes World Bank Group,
International Fund for Agricultural Developmewf(iEaDevelopment Bank Group
International Development Bank (IDB) and Economic Development Fund (EDF). T

balance df1.22%vas owed to NBaris Group of creditors.

Looking at the externak édgbeconomic sector, Health & Social Welfare accounted for
the largest share of US$730.15mn: representing 18.50% of the total. This is followec
Agriculture: US$558.82mn representing 14.16% of the total, Water Supply: US$466.1
representing 11.81% Bndrgy (Electricity): US$410.35mn representing 10.40% of the

19



FSDH

FSDH SECURITIES LIMITED

total. As at December 2009, the actual external debt service payments amounted
US$428.04mn.

_ As at December 2009 t External Debt Service Payment 200¢
Looking at the external debt us$mn

economic sector, Heagh Social actual external debt serv
Welfare accounted for the lar paymats amounted 4.6%
share of US$730.15mn: represe  ys$428.04mn. Th

18.50% of the total. 6.6%

breakdown of the payme
are: Principal: US$311.92
representing 72.879

Interest/Service Fel
US$89.15mn  representi
20.83%; Deferred Principar
US$5.34mn representing 1.25%; Deferred Interest US$1.95mn repid¥#senting 0.4¢
Penalty (Late) Interest US$0.01mn representing 0.002%; Commitment Charge
US$1.43mn representing 0.33% and Other Charges: US$21.10mn representing 4.9
while Nigeria recei@ewaiver of US$2.87mn.

" Muliilateral ™ Non Paris Bilateral “ Non Paris Commercii

External Debt By Economic Sector as atC Actual External Debt Service Payme2@@9
2009

14.16%

A 2114%

25.18% 9.63%

11.81% 10.40%

18.50%
B Agriculture B Education & Training
B EnergyElectricity B Health & Social Welfare .
¥ Road Transport Scientific & Tech. Equip n P”nC|pal Binterest
Water Supplv Others
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Table3: External Debt Oustanding by Econ@eictor (December 31, 2009) US$mn

Economic Sector Amount % of Total Economic Sector Amount Outstandin| % of
Outstanding Total

Agriculture 558.82 14.16 Irrigation & Related 58.43 01.48

Act
Air Transport 9.75 0.25 Manufacturing 6.85 017
Exclusive Textile

Education & 379.96 09.63 Monetary Policy 62.95 01.59

Training

Energy- Electricity 410.35 10.40 Multisector 42.79 01.08

Energy- Gas 15.91 0.40 Other 105.89 02.68

Environment 190.34 04.82 Rail Transport 1.72 0.04

General 151.18 03.83 Road Trasport 201.46 05.10

Ground Transport 71.91 01.82 Rural Development 62.40 01.58

Health & Social 730.15 18.50 Scietific & Tech Equif 206.41 05.23

Welfare

Housing & Urban 85.60 02.17 Telecommunications 93.59 02.37

Development

Industrial 1539 0.39 Water Supply 466.19 11.81

Development

Investment 19.26 0.49 TOTAL 3,947.30 100.00

The domestic debt stock as
December, 2009 represents &

11.76% of the GDP.

FSDH Research

1.7 Domestic Debt
As at December 20009, DMO p N3228t03bmp Cc O un i

39.14%fromN2,320bras atDecember 31, 2088dup fromN3,058.19bas at
September 2008he domestic debt stock as at December, 2009 represents about
11.76%of the GDPhe breakdown of the total debt stock shows that the FGN Bonds
accounted foN1,974.93bmepresentingl1.18% Nigerian Treasury B{I&TBS)
accounted fad797.48bnrepresenting4.70%,Treasury Bonds(TBs) accounted for
N392.07bnrepresenting 2.15%;Promissory Note (PN) which was intraduced
September 2009 accountdd@dr03brrepresentinty95%whileDevelopment Stocks

(DSs) amunted foM0.52bmepresenting02%.

Analysis of the domestic debt by holder type showed that CehNajd3aniCBN)

held N323.18bnrepresentindl0.01% Banks & Discount Houd¢k274.58bn
representing9.48% NorBank:N1,345.55brepresentin41.68%and Sinking Fund
N284.72bmepresenting.82% Therelative increase in the domestic debt held by the
nonbank public buttresses the flight to safety that characterized investors risk percept

during the stock market
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Ni geriabs publi
2009 was about 13.88% of GD
aganst 40% in peer countries

crash as investors sought safety of their investment by accepting low returns offered

governmesecurities.

FSDH Researelarlier observed tha proportion of the FGN Bond in total domestic
bonds in 2009 dropped compared to the 2008 relativieviddagarnaportion of NTBs

in 2009 increased than the relative value in 2008. FSDH Research maintains that
development is a deliberate action by the DMO on behalf of the FGN to reduce its inte
burden as it was more expensive to service FGIBNTBg in 2009. However, this

trend may change very soon as the DMO may desire to take advantage of the current
interest rate to lock intoleng borrowing ahead of rising interest rates in the economy.

As at December 2009, the domestic date payments including refinancing were
N478.71hnOf the N478.71bn paid in the period undeN2¥7e86brepresenting
43.32%0of the amount paid represents the principaN2whig5bmepresenting
56.68%f the total is the total interest wuighiretiodl he total public debt stodke

country (addition of external and domestic debts) as at December, 2009 represents a
13.88% of the GDP as against the appl:i
economic peer group. Thismnsea t h at Nigeriabdbs debt por

space.

8.82%

Domestic Debts Outstanding by Holder Type as at Dec, 2( Domestic Debt Outstandinding by Instrument Type as at D&a)9

® CBN™ Banks & Discount Hous® Non-Bank Publi¢’ Sinking Fun B EGN Bond® TBs ™ Treasury Bonds™ Development Stock™ Promissory Notes

10.01%

24.70% K 0.02%

1.95%

39.48%

FSDH Research
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Inflation rate at 11.8% represent
lowest inflation rate since Nove
20009.

Core Inflation (that is all items
farm produce and energy) stoc
9.21% yeamyear, down frol
10.71% recorded in February 201
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18Inflation Rate
The Consumer Price Index (CPI) for the month of March, 2010, released by the Nati

Bureau of Statistics (NBBowed that inflation rate-Qygegar) in Nigeria dropped by

50 basis points to 11.80% in the month of March 2010, compared to 12.30% in
preceding month. The latest inflation figure represents the lowest rate since Noverr
2009. According to NBf& Composite Consumer Price Index (CCPI) stood at 219.40
points in the month of March 2010. The percentage change in the average CPI for
twelvemonth period ended March 2010 over the average of the CPI for the previol
twelvemonth period was 11.90% was slightly lower than what was recorded by
making similar comparison in February, 2010. Core Inflation (that is all items less f:
produce and energy) stood at 9.21%nyear, down from 10.71% recorded in
February 2010. The Urban All Iterttdyrindex rose by 0.4%, while the corresponding
rural index increased marginally by 0.1% in March 2010, compared with the precec
month. The yeamyear average CPI as at March 2010 for Urban and Rural Indices rose
by 7.7% and 13.8%, respectively.

At222.5 points, the Composite Food Index rose by 0.41% in March 2010, compared \
221.6 points in the month of February 2010. The level of the Composite Food Index
higher than the corresponding period a year ago by 13.5%. The average annual rat
rise in the index was 13.7% for the 12 month period ending March 2010. The rise in
Index was caused by increase in the prices of some food items like yam, meat, seafc
fruits, frestomatoeand vegetables. All items less farm produce index, wagsh excl

the prices of volatile agricultural produce, fell by 0.2% in March 2010 due to decreas
the prices of cooking gas, liquid and solid fuels. In the twelve month to March 2010,
index rose by 9.5%, while the average annual rate of grovak wbh8.8% for the
12month period ended March 2010.

Inflation Movement (Jan. 20091ar. 2010)
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influenced by fiscal expansion
guantitative easing strategy of
among other things.
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Meanwhi | e, in a paper titled O0State of
Committee (MPC) Meetingof M&¢ch 12010, 6 t he Deputy Go
CentraBank of Nigeria (CBN), projected that headline inflatm¥)ratill (¥main at

12.3% till May 2010, but drop to 8.5% in July 2010. In contrast to this projection, FS
Research had earlier asserted ink iAEcon
for Year 20100 that the outlook of inf
expected fiscal expansion, quantitative easing strategy of the CBN to boost output
ensure credit creation in the financial system, supply bottlehéckhrheszenomy

as a result of the infrastructure deficits and expected rise in commodities prices; and

released anflation rate forecast of between 12.5% and 14.5% to end the year 2010.

2.0 Financial Market

2.1Bond Market

The huge liquiditgimm e f i nanci al m @orcdnentie toatrad® refumsv e s t
for safety led to the increased subs@ipti@dN Bonds in Q1 2@d€pite the low
coupons that the bonds carBatscription on FGN Bonds in Q1 2010 stood at
N569.51hrromparetb N280.56bn as at Q4 2009 and also higher than N277.51bn in
Q1 2009-SDH Research had reported earlier that the huge subscription recorded in t
Bonds was on accowftflight to safety by investors trading returns for safety.
Consequentlihe pricesf@ond at the secondary markatntainednupward trend

most of the time, traght premium it parvalueandresulting ilow yields.

As at the end Qf12010, the DMO, on behalf of the Federal Government of Nigeria
(FGN), offered a totaN2?(®n worth of FGN Bond§,6% higher than tidL5M®bn

offered Q1 2009 The total subscriptioQh2010 wasN569.9bn,up byl05.2%
fromN277.5bn subscribed @120®. The subscription leved1r2Q10 at258.8%
was73.860higher than the subscriptiwel 0£85.0%recorded iQ120®.The total

amount of FGN Bond sof@lifQl0 wad\238.506n, up by5%6 fromN15M®n sold in

Q120®. The efforts of the DMO to alter the ownership structure of FGN Bond more
favour of ndmank public investors islyecmg good results. The current low deposit rate
offered by banks in Nigeria has added a boost to thiFh&ttd@. is working to

renew the interest of retail investors in FGN Bonds, as the current shareholding is
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skewed in favour of institutional investors. Also, the various regulatory bodies in |

financial market are working to encourage the development of thencbnpariate
as an alternatigeurce of funding to equities and bank loans. FSDHnrestnsh
that theaction ofFederal Governméhtough the CBN help the develop of the
corporate bond market by makiagtmeribcome derived frtre instrument tax free

in order to encourage issuance of bonds at competitive ciaipsteidbe right

directionRecently, the CBN granted liquidity status to the state government bonds

order to make the instruments more marketable.

The DMO offeredyéar, 1§ear and 2fear FGN Bondkring the period under
review, however in the cooretipg period of 2009 it offeredysar Byear and 20
year FGN Bonddost of the bonds offeredljr2@0 werae-openings, excegithe
3year FGN Bomdichwasa new issue in Febria$0

Comparing tenor to tenor, ¥eaB FGN Bonds issire@1 2010 received wer
average coupon than tyed8 bonds issuedih20®. The3-year FGN Bonds offered
in Januar2Ql0 was areopeningand it carried a coupon rai®.60%while there
was a new issue in February aadigd dowercoupn rate 05.50%6 up till March
2010.The highest coupon rate -gaaB FGN Bonds issue@1r2010 wasl10.50%
while the lowest WS04 A total dfl78.5@n worthof 3-yearFGN Bond was sold in
Q12010 higher b$0.8%6 fromN6Mn sold inQ120®. The Bah received higher
subscription 884.33%, up fromi64.6% inQ1 2009

All the 1§ear FGN Bonds issued in Q1 2010 wpenirggs anttarried a coupon of
7% A total df70brnworth of Xpear FGN Bond wadfered and soldhile subscription
stood aN157.50bn, 2258bthe total offered. There was-peatF-GN Bowdiction
in Q1 2009, it was onin®duced in October 2009.

Comparing tenor to tenor, thee@0FGN Bond issued in Q1 2010 recéivest a
average coupon than thge2OFGN Bonisued in Q1 2009. All thge2®0 FGN
Bonds offered in Q1 2010 warger@ngs, and it carried a coupon 8a5@%fwhile
the coupon on they&@ar FGN Bond offered and sold in Q1 20@avagotal of
N9Obrworth of FGN Bond was offered and @dl@010, higher2®p%fromN30bn
offered and sold in Q1 2009.
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The Bond received lower subscrif2®f @3%down from 337.20% in Q1 2009.

The total FGN Bonds issued in Q1 2010 compared with Q1 2009 s phesented
Table 4 & 5 below.

- Tenor Amount Total Subscription ~ Amount Coupon Rate (%
(Years) Of f er e ¢ Subscription Level (%) Allotted
( NGbn (N&bn

_ 3 20.00 40.43 202.15 38.50 10.50
_ 10 25.00 42.10 168.40 25.00 7.00
_ 20 30.00 65.50 218.33 30.00 8.50
17 February 2010 3 20.00 78.03 390.15 20.00 5.50
_ 10 25.00 53.20 212.80 25.00 7.00
_ 20 30.00 66.05 220.17 30.00 8.50
_ 3 20.00 82.14 410.70 20.00 5.50
17March2010 10 20.00 62.20 311.00 20.00 7.00
_ 20 30.00 79.86 266.20 30.00 8.50
_ 220.00 569.51 258.87 238.50

- Tenor Amount Total Subscription  Amount Allotted Coupon Rate
(Years) Offered Subscription Level (%) (N6bn (%)
(N6 b (NG bn
_ 3 20.00 36.57 182.85 20.00 9.92
_ 5 20.00 26.58 132.90 20.00 10.50
ﬁ 20 10.00 49.5 495.50 10.00 15.00
_ 3 20.00 35.49 177.45 20.00 9.92
_ 5 20.00 27.37 136.85 20.00 10.50
_ 20 10.00 25.21 252.10 10.00 15.00
_ 3 20.00 26.70 133.50 20.00 9.92
_ 5 20.00 23.64 118.20 20.00 10.50
_ 20 10.00 26.40 264.00 10.00 15.00
_ 150.00 277.51 185.01 150.00
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Monthly FGN Bond Allotment ihZD0%: QL 201C
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2.2 The Equities Market
Thepositivémpad of the economic recgbath at the global and domestis Wearel

observed in the Nigerian Equities market in Q1, 2010 disat@j®iinnthe equities
market showed considerable improvements when compared with the closing figure:
December 31, 2009.The appreciation in the Equities Market in Q1, 2010 can be attrib
to the following factors:
e The recovery in the macro ecoramygtiihe global and local, level
e Improved corporate earnings and benefits released by quoted companies to t
equities market
e Low deposit rates and yields on government securities, necessitating th
reallocation of funds from the money market ar tlae@auities market
e Low valuations of a number of stocks that have good fundamentals
e The effect of possible passage of Asset Management Corporation of Nigeris
(AMCONgiIll into law;
e Relative stability in the Nigerian polity
FSDH Research had alsserved that the global economic and financial landscapes are
improving at a fast pace after the unprecedented global financial and economic crisis
that the outlook for 2010 is o@mal.r A Ec o n o mi c :R&view & Quilookc i a |
2 0 Wweeinphaized that the Nigerian economy, being part of the global economic
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The NSE ASI appreciated by 24
in Q1 2010 againstoas of 33.78¢

recorded in Q1 2009.
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villageshould move ir
line with the rest of tf
world addingthat a
quick resolution of th
erstwhile politice
logjam in the count
would help tcclear
uncertainties in th
macroeconomic
environment, whic

would enable econorr
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TheNigeria Stock Exchange All Share Index (NSEl#«i)l Q1 201024&,966.25
points, up fro20,827.1points at the endl 2009, representing an appreciation of
24.6%, higher than the los83178%ecorded ithe corresponding peridzDOD. In

a similar development,niiagket capitalizatiorecorded a gain2%.88%n 2009 to
close atN6,280.60bifabout US$42.35mrhis was against the los2&P9%
recorded in the preceding year to clNge980.39. The equities investors gained

aboutN1.29trrin value in Q1 2010. The difference in the rate of change between the

NSE ASI and Market Capitalization during ¢éhevgeaitie to supplementary listings.

The performance of the NSE ASI over the comparable quarterly performance in the
five years showed titatecorded the highest performance of 30.98%2007

followed by 24.67&ecorded i1 201@&nd Q1 2008 8.67%¥INSE ASI recorded its
highesvalue 026,411.9# the period under revaMarch 30, 20%hd its all time

high 066,371.2p0ints oMarch 05, 2008 2010 since the recession
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performed better than NSE .
in Q1 2010.

FSDH Research
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In terms of trading activiiie Q1 2010, a tota@f38brshares wortN188.506bn

were traded i604,03@eals. This is agaih8tl6brshares worth a totaN@b8.17trn

traded iM19,539mdeals in Q1 2009. The average value of shares traded during the
quarter under review Wa4bnwhile the average volume of shard@%v&2mim

an average 8f742eals.

2.2.1 Sectoral Performance

Looking at the sectoral performance of the FSDH Indices ikrSDIH2BAking

Index recorded the higst appreciationf 29.42% folleved by theFSDH
Manufacturing & AllieandPetroleum Marketing Indicegithan appreciations of
27.08%nd16.30%respectivelBothFSDH Banking and FSDH Manufacturing & Allied
Indcesperformed better than NSE ASI in Q1 2010.
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