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Executive Summary

World Economy lanted much than in 2010, despit t limits on irrigati
International Monetary Fund (IMF) states that the global economy is foged much more gn n ' esple.governm.e.n imits on _|rr|.ga 3
sage. In Western Africa, favourable growing conditions and iniisttives

dangerous newhgse. According to it, global activity has weakened an ) . . . . L
. . ., the rice sector point to an expansion of production particularly in Nige
become more uneven, confidence has fallen sharply, and downside risks_are

growing. This disclosure was made in the IMF latest World Economic Ouﬁ(')eor&a Leone.
( WEO) , September 2011 tkEdi tRisn,ngt iRtilskd 0ASI|I owi ng Gr ow

According to the report, the world economy suffers from the union of tRE Nigerian Economy: GDP

adverse developments. The first is a much slower recovery in advant¥gilable data from the National Bureau of Statistics (NBS) shows t
economies since the beginning of the year, a development which was né¥iggrian economy, when measured by the Real GetssHboduet (GDP)
obvious as it wasppaning. The second is a large increase in fiscal an® an aggregate basis grew.Bg%in Q2 2011, compared with 7.69%

financial uncertainty, which has been particularly pronounced since Autfif&trded in the corresponding period of 2010. The GDP growth rate wa
2011. by noroil sector which grewBB2%slightly higher than 8.65% recorded il

Q1, 2011 whilel sector recorded a growth rate of 1.81% representil
Looking at the global Gross Domestic Product (GDP) growth rate forecastrdMivery from a contraction of 2.29% recorded in Q1, 2011.
said the global growth rate will modesdteut 4% in 2011 and 2012, from
5.1% in 2010. Real GDP in the advanced economies is projected to expand\atgual, the sectoral growth rate shows that Telecommunication & Po:
weak pace of about 1.6% in 2011 and 1.9% in 2012, helped by a graf@f@rded the highest real GDP growth rate of 33.90%tydHailding &

unwinding of the temporary forces that have held back activity dtiring mugipnstruction: 11.99%; Solid Mineral: 11.79%; Wholesale and Retail: .
the second quarter of 2011. Real Estate: 10.66%; Business & Other Sectors: 10.92%; Real Estate:

Hotel & Restaurant: 12.15%; Manufacturing: 7.32%; Agriculture: 5.87%;
In emerging and developing economies real GDP growth rate during the sekdngurance.61%; and others: 4.64%.
half of 2011 is expected to be 6.25%, down from about 7% in the first half of the
year. Emerging Asia is forecast to continue to post strafigioootv8s, Looking at the breakdown of GDP to oil aid seators, the Nigerian
led by China and India. FofSBinaran Africa growth projected an improved €coOnomy is dominated by theihsector, with a contribution of 85.16%, wh
growth rate of 5.8% for 2012 up from 5.2% in 2011. The region second laHy@<il sector contributed 14.84% to output in 2010. The condridétion of
economy, Nigeria is expected to grow by 6.9% and 6.6% in 2011 and Jpyrthe oil sector to real GDP in Q2 2011 was lower than 15.70% record

respectively, wheuth Africa is expected to grow by 3.6% and 4.3% in 2014010; this was as a result of an increase in other activity sectors s
and 2012 respectively. agriculture, wholesale & retail trade and hotel & restaurant relative

corresponding year.
According to the Organization of the Petroleum Exporting Countries (OPEC),
world economic growth remains unchanged at 3.6% in 2011 but has bEgligcommunications Industry
revised down to 3.7% in 2Q0BEC states that the deceleration of global According to the Nigerian Communications Commission (NCC), the i
output seems to have stabilized, although many risks remain, particularly ieagpacity in the industry as at August, 2011 stéddzmn lingsan
Eurezone. The US is forecast to grow at 1.6% in 2011 and at 1.8% in 20ngreaseof 4.48%over 157.839mn lines as at December 31712910

while the Eummne is now expected to expand by 126% jrbut by only installed capiy is made up of Mobile GSM, Mobile Code Division Mt
0.8% in 2012. Japand0s economy i s Acegsse(€OMA)and Fixedmwised/wikeless in theg pr@®Bmoet0i4500 2
contraction of 0.8% in 2011 and 5.706, respectivelyThere wered2.09mnactive telephone lines,
representing5.84%of the installed capacity, vihdee were8.24mn
Food Prices inactive lines of the tdtad.33mrconnected lines. The connected line:

According to the Food and Agriculture Organisation (FAO), World Food I@Ri€sert2.96%f the installed capacity as at August 2011.

Index (WFPI) averaged 225 points in ISap2&hl, down 2% from August ) ) ) ) )
2011. The Index is 13 points below the peak of 238 points attained in FebmfRAENSity which measures the proportion of telephone lines in rel
2011, though still higher than its September 2010 value of 195 points. PRe¥lation, stoods&i78%in August 2011, up f@8rl1%s aDecember,
stated that the recent decline reflected decreases in interestafmabgtic 2010. The teledensity was calculated based on a population estin
commodities included in the Index, with prices of sugar, grains and oils fafRgiion people up till December 2005. From December 2006, teleder
most. The FAO Cereal Index was down 3% from August 2011 and 11% ¥ on @ population estimate of 140million. Vefiederisticember 2007
its peak in April 2008, though 18% higher than in September 2010. was based on active subscribers.

The outlook for global picaluction in 2011 has improved over the past twogrUdCe Ot”t d that d oil d d in 2011 | flecti h
years and the latest FAO forecast has been raised by 1.6 million tonnes, u %% _S é € . at world off demand 1n IS reflecting .e g
ﬁncertalntles in the global economy, thus global demand for oil ha

from 2010. In Africa, rice production in 2011 may hover around 17 million o
P Y reviewed downward froninitial forecast growft.2% to 1%, and forecast

tonnes, which is 2.5% higher than 2010 figurtaat€éd\@a most of the for 2012 is at 1. 2mb/d. H th . h b hi h
increase would be on account of Egypt, where producers are reported to have IS at 1.2mbid. However, the revisions have been much lower

other forecasts which began the year with a more optimistic economic o

FSDH Research
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Meanwhile, the ROREC production is expected to increase by 0.4mb/d iThe focus of the Monetary Policy Committee (MPC) of the Central E
2011. The revision is mainly due tothamekpected supply from Canada, Nigeria (CBN) since the beginhihg gear has been to achieve stability |
the United Kingdom (UK), Brazil and Azerbaijan. In-Q@PEX rodinsupply both inflation rate and the foreign exchange market. While the MPC tz
is expected to grow by 0.8mb/d, this is supported by anticipated growth in Buiagjle digit inflatiaier it expects to keep exchange rate movement of
Canada, Columbia drelWnited States (US). Nigerian Naira against the US Dollar within a band of 3%.

External Reserves RecenDevelopmentis the Banking System
The CBN notes that the solution to reserve depletion lies in the implementagjps, major events took place in the banking Bedimstinine months of

of appropriate reforms with regard to industrial and trade policies aimeﬁ\@ﬁ/eaThey are Nationalizationtbfee Distressed Bamiergers and
reducing impaleépendency ratio of the Nigerian ecamichywill help to AcquisitionandRecapitalization

conserve some foreign exchange.

di , L Financial Market o
According to CBN, Ni geri ads exterB%rﬁjMarl{eeserves position as at Se|

2011 stood &iS$31.75bnepresenting a declinel 889%compared with

US$32.35bn as at December 31, 2010. The Debt Management Office (DMO) modified its bond issuing strategie

the first half of the year. The strategies it adopted are: Reduction in the
Public Debt of local borrowing through the bond market; Raising of funds through the

Avdi abl e data from the Debt Manage En?raﬁonﬁhwlﬁh arenth S } I,SI\IIen %rs \?/sz)spézp(; ntat{on cNthe
total debt stock (addition of external and domestic debts) as at June 30, 850 g € Issuance of Sovere g °

stood alN6,029.81bmepresenting an increasEsaf9%rom the December

31, 2010 figure of N5,234.84bn. These strategies were adopted for the following reasons: To reduce

pressure on the local bond market so as not ¢oitctioevdrivate sector; To

The total public debt stock in the country as at June 2011 represents aligiitce the volatility of bond prices; To develop benchmark for co

19.23%f the Gross Domestic Product (GDP), as against the applicable criff§gnizations in Nigeria to access the International Bond Market as a s
limit of 40% for countries in Niglddrash& economic peer group.

External Debt As at the end of henontlthe DMO, on behalf of the He@ersernment of
Ni ger i ab sdebt stotkas at Rixet3@l Bbdod &t US$5,398104 Nigeria (FGN), offered a tok@6.50bworth of FGN Bon23,23%ower
representing an increase of 3.27% from the March 31, 2011 figure!hén the N790bn offered in the corresponding period of 2010. The sub
US$5,2274n and an increase of 17.89% as at December 31, 2010, figurd®f€! in nine (9) months of 2011 stood at 219.18%, higher than the sub:
US$4,578.76mn. The total external debt stock rép6asénts the GDP. levelof 116.87% recorded in the corresponding period of 2010. The
Meanwhile saat Q2 2011, the actual external debt service payments showgount of FGN Bond 5°|_d in nine (9) moqths, mmrdown by
that a total of US$87.48mn was paid as both principal and interest service ft@98%romN808.50bsold in the corresponding period of 2010.

Domestic Debt Equities Market

DMO puts the countryods domeed0i c dRebappresidioh Gnkihe @duitekbiin FahiRry, AdriP dhd Ma§ weRet n¢
2011 up by 7.01% from N4,869.02bn, as at March 31, 2011, and increasegfi¢ient to lift the market from its negative territory as at September 2C
14.47% from N4,551.82bn as at December 31, 2010. The ratio of domestiq@s@ﬁan Stock Exchange All Share Index (NSE ASI) closed 9 months
stock to GDP stood at 16.688anwhilehé domestic debt service payments 20,372.990ints, down from 24,770.52 points at thecemb@ 31, 2010,

includingefinancingere N159.64bn. representing a depreciatidty 35%a loss 0£8.93%n US$, against the
. appreciation of 10.68% in 9 months 2010. The market capitalizafién lost
Inflation (a loss 0£9.09%n US$) to close 9 months 20M6.80trn (US$42.02bn),

The Composite Consumer Price Index (CCPI) for the month of September %Bi]ﬁ]pam to the gain of 13.21% in 9 months 2010 at N5.65trn.

released by the National Bureau of Statistics (NBS), showed that the inflation

rate (yeamntyear) in Nigeria increased by 100 basis points to 10.30% from terms of trading activities, total sh&@&$3nworthN490.72bnvere
9.30% recorded in the month of August 2011. Core Inflation (that is all it@mg8.q i .01mndeals in 9 months 2011, compared with a total volum
less farm produce and energy) stood at 9.78%e@arup from 9.66% as 71 71pn worth N592.04bn traded in 1.55mn @eaisniths 2010. This
at August. The percentage change in the average CPinfionthepééod showed a decreasd @2%n terms of volunid, 11%lepreciation in value

ended September 2011 dweraverage of the CPI for the previous twelve ;4 a furthe84.90%decrease in the number of deals compared to
month period was 11.40%. This was slightly lower than what was record%@ri@sponding period of 2010.

August 2011 at 11.60%.
Looking at they®ar 9 months average sectoral perfoohémeanarket,
FSDH Manufacturing Index recorded the highest averages.i@en of
followed by FSDH Petroleum Marketing Index with 2. 88#amdif SDH

FSDH Research
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Banking Index recorded8%.FSDH Insurance Index recorded a loss of of N647.65bmwas offered, whi represents an increasé&3df52%rom
5.90%The FSDH Manutagtg, Petroleum Marketing and Banking IndicesN279.74bn offered in 9 months Dt Gevel of subscriptionv&s20%as
performed better than the NSE ASI, while the NSE ASI performed better Kiah41.17bworth of bids was received.
the FSDH Insurance Index.

Foreign Exchange Market
A cursory look at the sectoral contribution to market capitalization aEdessive demand pressure at the foreign exchange market rersined L
September 30, 2011, showshin&@anking sector had the highest contribution in the first nine months of 2011, causing the value of the Naira to slide
0f29.15% the US Dollars. In order to ensure stability in this market, the CBN er

some measures. Some of the measures inciadse in the sale of foreign
A cursory look at some of the World Stock market performance as at Septe&%ﬁ%nge althgh at the expense of foreign res@eemval of limit of

2011, compared to Nigeria, shows that the GSE ASI (Ghana) was the §§8ts sold to Bureau De Change (BBE®t audit of the authorised
performing market among the selected mar&tter aflarkets monitored  geqiers to prevent speculative demand farLiftitersf restriction on the
recorded negative growth during the period under review. holding period in government securitiereigy investorandlately, the

. . reduction in net open limit of banks from 5%rnd 3% ofhareholders
MoneyMarketand Fixed Incont@ecuritis funds P

Notwithstanding the injection from the excess crude oil account amounting to

about N129bn that_h't the market in the eadfdhpap3, 2011, the money The CBN offered a tot&dl$$23,850nthrough the Wholesale Dutch Auctiot
market was very tight to end the quarter, due to the followihigefactors: System (WDAS) in 9 months 2011. The offer represents aflia@8¥se

restrictive monetary policy stance of the Central Bank of Nigaenét{(€BN ); over the US$20.000mn offered i.n 9 months 2010. The amount s
excessive demand pressure at the foreign exchange market US$23,861min 9 months 2011 v28s70%igher than the amount sold in 9

o ) months 2010. Total sale in the periodi7vé&8dower than the amount
AboutN2,7090bnwas injected into the money market from the momh%emanded BIS$28.973.55mn

statutory allocation and excess crude account in the first nine months of 2011.
The contractionary monetary policy stance of the CBN in the first nine monglhﬁ‘, of | f the Nigerian Naira d iated in all the th
the yearwhich included theense in rates and mopping up activities through e wlue of the Nigerian Naira depreciated in all the three segments

Open Market Operation (OMO), brought about tightness in the money mar .rket against the US pollar in 9 months 2011. The oﬁi@iﬁd,. anter
parallel markets depreciated3.6¥%, 5.00%nd 4.02% respectively,

The Monetary Policy Committee (MPC) of the CBN convened five ordiﬁ%@p?red W::hl theddzoreﬁiationkof, BL#A gndl 2298:? recorr]degoinothe
meetings during the period under review. In additionedt @oavextra official, parallel and etk markets respectively in 9 months 2010. T

ordinary meeting on October 10, 2011. In all the meetings held so far ifY§dage premium betweer? the parallel market .rate and the Oﬁ_'C'al mark
onths 2011 was88%higher than the premium of 2.47% @amtBsm

year, the MPC raised the MPR gradually from 6.25% to 12%. The meei?n 3
reviewed both the domestic and international economic and finangl% ’
developments in 2010 aedMiallenges facing Nigerian economy in the short

tomedium term At the intdyank market, the value of the Naira depre&a286toyclose at

N159.65/US$bm N152.05/US$1 at the eBdagfmber 2010. In the parallel
TheNigerian InteBank Offered Rate (NIBGRywed an upward pressure market the value of Naira depreciateabgo close_aﬁ160.50/U$$|1)m
during the period under review, due to the continued restrictive monetary &%gf}wsmat the en_d of December, 2010, while at the official marke
stance of the CBN. Lookiffgday NIBORor 9 months 2011, the rate closed value of Nairdepreciated b3.64%to close aN154.60/US$trom
higher at1.67%up from 9.67% as at the end of 2010. A revi@@ddythe N149.17/USSat the end of December, 2010.
NIBORnNdicated that it closed 9 months 203 P%#lown marginally from

13.71% as at the end of 2010. Revised Outlook for 2011

The World Economy:
Treasury Bill Transactions The highlights of the lategised consensus from international organisati
At the primary market auctions for government securities, the CBN offesech as the IMF, World Bank and OPEC on the outlook of the world ecc
N495.85bmvorth oB64day NTBn 9 months 2011, loweBhb@3%rom the remaining pare6i1 are:

N375.85bn offered in 9 months 201Z66/0%evel of subscription,

N1,272.33bworth of bids was subscribedhionths 2011, while N811,61bn  ® Looking at the world economic growth rate in 2011, IMF projects

representing a subscription level of 256.60% in 9 months 2010 was recorded. OPEC forecasts a globalvgr rate of 3.6%, while the World Ban
projects 3.3%.

A total oN505.41bmworth 0864day NTBwvas sold, higher &¥.54%rom

N255.85brsold in 9 months 2010. Atl8®% day NTRuction, a total of

N802.66brworth of was offered, ud&yw7%over N677.52bn offered in 9

months 2010. The level of subscription over theffenedina’44.69%

asN1,964.03bmorth of bid was receivedhedl-day NTBauctions, a total

Major risks to global growth forecast are the much slower recov
advanced economies since the beginning of the year and the large i
in fiscal and financial uncertainty, which has timéarlggpronounced
since August 2011

FSDH Research
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e The revised projection for the oil price in BRILEs20b based on e Looking at the weak demand for oil in the international oil mark
future markets. demand pressure on foreign exchange and tbersliowthe global

economy with its adverse i mpa

The world oil demand in 2011 is proje@&drab/d OPEC crude foreign reserve to end the year may be in the USi$GaImf

demand is projected to aveR&y@mb/d Meanwhile, tHiéorOPEC

- X e Estimating the public debt position of the FGN both from the domes
supply is projectedat60mbi/d

external markets, based orablaitiata and forecasts, we maintain th:
our domestic debt is expected to incrédésd arnwhile the external
debt should increas&)J&$5.21bThe forecast total debt to GDP ratio i
17.33%.

Commodity prices have declined, reflecting decreases in international
prices of most commodities, generally improved supply conditions,
expectations of slowing demand and the strengthening of the US Dollar.

The Nigerian Economy Fixed Income Securities
Thecommencemesftthe Sovereign Wealth Fund by the Federal Governmentn the last 9 months and recéml CBN has been very aggressively |

should set the tone for managing the fluctuations in government revenue afi'suing restrictive monetary policy in order to control inflationary press
ensuring the smooth functioning of government finances more importantly reduce the demand pressure at the foreign exchange

so as to keep the value of Naira, in relation tol&) 84tisitat8%. This is in
We maintain that the current yidths on government securities may addition to ensuring that there are real positive returns on financial inst
serve as a disincentive for the banks to lend to the real sector of theNigeriaThe objective of maintenance of foreign exchange stability i
economy thus further crowalihthe private sector and driving up lending important to the CBN because of the pass through effectatimindepreci
rates. devaluation of the value naira on domestic price level. Looking to end t

we think the tight policy will continue as the CBN will likely contint
Al t hough the MPC&és r easoisitodutbr e 3d9essiVR MePgIP ane may eogsider iraising MPR in jitsplast naegting
current and potential rising inflation rate, we believe the current inflationyié@é in Novemh2122, 2011. Thus to end the year we expect the followir
is not on account of excess money in the financial system. Inflationary
pressure in 2011 will continue to be influenced by the current food price ifhat the CBN will continue with the aggressive mop up of liquidity
the global met, increase in the price of other commodities, the level of money market to counter the effect of the possible injection from s
interest rates within the economy, the suppghedioftiethe economy, allocations and AMCON into the monety marke
and the level of infrastructure in the country. e May further raise MPR 23%2in November to battle inflation and ensu

that money market rates are attractive enough to induce saving

FSDH Research is in support of the deregulation of the downstream sect investing;
of the petroleum sector, we believe this will unleash efficiency in the valueviay maintain the current symmetric rate of 2% around the MPR;
chain and will bring about a lower pricing regime for petroleum products ilMay maintain the current Net OpitiofPér banks to reduce speculative
the country in the long run. Also, we emphasize that the Local Content Aciemands for dollars;
in the upstream sectrthe Oil & Gas should also engender the o The CBN may announce its decision not to extendiahk guerantee
development of the sector. We believe the huge subsidy in this sector is Nayf placements beyond December 2011.
sustainable and such fund should be channeled to improve infrastructure.

In our view, the impacts of these measures on interest rates and fixed
The recent hike in the Monetary Policy Rate (MPR) aneqtieatsubs  gocyrieis irremainder of the year are:
attractiveness of yields on Federal Government securities should further
attract foreign investment into the fixed income market. « Interbank rates to remain high and increase further;

e Increase in deposit rates offered by banks, especially the natior

Given the various policy thrust of the CBN, and the demand on the foreighanks to cover the position created by tightness in the market;
exchange, we maintain our forecast exetiarige2011 in the region of

e Treasury Bills to commanehjmtronage with higher discount rates;
N151/US$N153/US$1.

e The prices of bond in the secondary market to fall as yields are risinc
New bond or reopening to command higher rates;
V&ier{en ba/..tIPe n,Q,N .

e expect more volatility from the Tongebatatedhat have higher
duration;
The high tas may attract hot money from foreign inviktots w

According to the IMF, oil output in Nigeria is expected to stabilize followin gttendant c9n§equences; ) ] )
?t may be difficult for new corporate bonds issue in the market in ti

the sharp rebound in oil production last year. The IMF released a roBus ) ’ )
growth rate 6f9%and6.6%f or Afri cads most pop lfJe_YV W%EES "_isctBerﬁets }oymakle [ apaea“ﬁ‘gfo the investors may
and 2012esg ct i vel y. FSDH Researchos fh@pfgréhglgsyersfor 2011 is in the ran
7%and8%,while the NBS has released a growth7ra&%éér 2011.

L]
Ni geriads growt h c o roil sectar. Rdal GD® b.e
growth record over the past six quartergehaged.61%majorly on
account of increasgdproduction following the anuesdtyf the FG

FSDH Research
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We however note that the current rates in the market may not last for tooF@H Research sebs turrent low valuation in the market as unus
as we believe the CBN may relax its policy to allow for interest rate agportunities to enjoy capital appreciation in the medium to long terr
adjustment sometime next year when we expect some stability in ithterest rate in the market would have beerdaamdedb achieve good

macroeconomic environment. Thete®rurrent situation creatsual dividend yield especially onsstiogkpay generougidénd. The low price in
opportunities for investor lock in to high yielding low risk fixed income the market has further improved the dividend yield on good dividend
securities in the market. stocks.

Equities Market The uncommon new opportunities which are in the market are:

Given the current high yields on government securities and other fixed income

securities, andethax advantage on government securities and corporat® Shorterm high yields on fixed income securities, brought about by ef

bonds, we expect aggressive fund allocation from equities market causing shaf the CB to correct the dislocation in the price stability. This is a goo

prices to drop because of low patronage. When this happens, as it is alread§j€@! for risk averse investors.

happening, it will create additional butyioiies for investors who have long ¢ The attractive dividend yields on dividend paying stocks in the marke

term view in the market. o Exceptional room for capital appreciation in the equities market as pi
are atack bottom levels.

The current high interest rates and yields in the market is also a threat to the

earnings of the quoted companies in the short term in the following ways: Forecast for 2011

1. Banks and other financial markitutions may be forced to record G_IObe_‘I GDP Growth Rate-{/f 4.00
nominal loss as a result of diminution in the price of bonds and the increase Nigerian GDP Growth Rate (%) 7-8
in funding costs for government securities assets they have in the | Crude Oil Price (US$/b) 103.20
positios The impact of this however will depend on the classification of | |nflation Rate (%) 11.4012.30
bond portfolios of these institutions in their various classes; Exchange Rate (NGN/US$1) 153153

2. The cost of finance for cormoréifencrease in the short term because of External AR eserve 33.00
the rising interbaaites. Ultimately these may affect earnings in the short External Dekiﬂ_ S$obn = .21
term especially company thatfluatieg rate facility. Domestic Debt NO 5.11

Total Debt NO&trn 5.63

3. To end the year, the equities market may remain in a negative territory, Debt to GDP (%) 17.33

principally on account of dearth of investable funds as available funds are MPR(%) 1225

being trapped in the high yielding fixed income securities.

FSDH Research
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KEY INDICATORS IN NIGERIA

INDICATORS 9 Mths 2011 2010 2009 2008 2007
GDP (Notrn) (at Cu 8.98 29.11* 24.79 24.30 22.91
Real GDP Growthte4%) 7.72 7.85* 6.96 5.98 6.45
Oil Sector GDP Growth Rate (%) 1.8% 4.56* 0.45 (4.5) (5.1)
NonQOil Sector GDP Growth Rate (%) 8.82 8.49* 8.32 9.5 9.8
Inflation Rate (Yean-Year) % 10.30 11.80 12.00 15.1 6.6
Inflation Rate (12 Months Average) % 1140 13.70 12.40 11.90 5.4
External Debt Stocl 5.40 4.58 3.95 3.72 3.397
I nterest Paid on E> 31.51 354.42 89.15 76.60 66.00
Domestic Debt Stocl 5.2% 4.55 3.23 2.32 2.17
I nterest Paid on D« 71.89 671.89 271.35 306.20 185.37
External Reserves ( 31.75 32.35 42.41 52.82 52.00
Credit to the Privi 10,899 10,534 10,206 7,400 4,600
Net Domestic Crediltl 90990.7 8,708.55 7,903.79 5,391.8 2,212.67
Total Population (mn) 1547% 150.00 150.00 149.00 144.00
Unemployment Rate (%) 21.16 19.70 19.70 11.80 5.80
Banks Total Asset s| 19,488 18,374 15,851 17,031 10,431
Banks No#Performing Loan (%) - - 35.00 6.53 8.44
Total Banks Deposi{ 12044 10,443 8,680 8,27 5,072
Exchange Rate (N/US$1), Official 154.60 149.17 148.10 131.25 116.80
Appreciation (Depreciation), N/USS$, (%) 3.64 (0.72) (12.84) (12.37) 8.03
Exchange Rate (N/US$1), Parallel 160.50 154.30 151.00 137.80 120.00
Time Deposit (Over 12months) % 4.47 3.53 12.72 12.71 7.92
Prime Lending Rate (%) 15.87 15.74 19.03 16.08 16.46
Monetary Policy Rate (MPR) (% ) 12.00 6.25 6.00 9.75 9.50
NSE All Share Index Growth Rate (%) NC (17.75) 18.93 (33.78) (45.77) 74.73
NSE All Share Index Growth Rate (%) U< (18.93) 18.21 (46.62) (58.14) 82.76
91-day FBill Rate (%) 8.05 3.68 3.66 5.00 8.50
182day FBill Rate (%) 9.11 5.09 4.75 5.20 8.75
365day Bill Rate (%) 9.68 6.32 9.19 7.65 7.93

Sources: NBS, CBN, NSE, NPC, DMO, FMDA, Budget Office, Natioital Poputaissiory,FSDH Research Estimatdune 2017, Feb, 2016,August2011 **2010
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1.0 Economic Highlights
1.1 The World Economy
International Monetary Fund (IMF) states that the global economy is in a dal

newv phase. According to it, global activity has weakened and become more 1
confidence has fallen sharply, and downside risks are growing. This disclosi
made in the IMF latest World Economic Outlook (WEQ), September 2011 Editi
ASlI owiowg hG Ri sing Riskso. Accordi nc
from the union of two adverse developments. The first is a much slower rect
advanced economies since the beginning of the year, a development aich we
obvious as it wasppening. The second is a large increase in fiscal and fina
uncertainty, which has been particularly pronounced since August 2011. IMF st
each of these developments is bothdrsbaiecombination and their interactions
areworse. The ¢ovk for advanced economies is a weak and bumpy expansion
prospects for emerging market economies have become uncertain again. G
however expected to remain fairly robust, especially in economies that can cot

effect on output of weéierign demand with less policy tightening.

Looking at the global Gross Domestic Product (GDP) growth rate forecast, IMF
global growth rate will moderate to about 4% in 2011 and 2012, from 5.1% i
Real GDP in the advanced economiesde@nmexpand at a weak pace of about
1.6% in 2011 and 1.9% in 2012, helped by a gradual unwinding of the tempora
that have held back activity during much of the second quarter of 2011. Howewv:
assumes that European policymakers cortagistirethe euro area periphery; that
United States policymakers will strike a judicious balance between support
economy and meditemm fiscal consolidation; and that volatility in global finar
markets does not shoot up. Among the adecanoedies, real GDP growth in the

US is projected to pick up very gradually. IMF projects a growth rate of 1.5% a
in 2011 and 2012 respectively for the US.

In emerging and developing econoraleSDP growth rate during the second half
2011 isexpected to be 6.25%, down from about 7% in the first half of the
Emerging Asia is forecast to continue to post strong growth of about 8%, led

and India.

10
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China is projected to grow by 9.5% in 2011 and 9%whil2®i@ia is expected to
grow by 7.8% and 7.5% il 208 202 respectively. In Latin America, growth is
expected to decrease to 4% in 2012, from about 6.1% in 2010, as external
slows and tighter macroeconomic policies begin to restr@amestangdemand.
IMF notes the robust growth prospect in-Beh&tam Africagion tating thahe
region is showing solid macroeconomic performance, with many economies
growing at rates close to theicrisie averages. The global slowidasvmot
significantly affected the region thus far, but downside risks have risen. It thus f
an improved growth rate of 5.8% for 2012 up from 5.2% in 2011. The region
largest economy, Nigeria is expected to grow by 6.9% and 6.6% 202D11 ar
respectively, while South Africa is expected to grow by 3.6% and 4.3% in 2(
2012 respectively. Earlier, the National Bureau of Statistics (NBS) projected a ¢
7.98%orNigeria iR011 while FSDH Research projected gewthhediveertso

and 8%.

Notwithstanding the higher volatility in the emerging and developing economi
states that financial conditions remain supportive of growth. According to it, in
these economies, bank credit isasiitiggstrong. The Fund nttasthe search for
yield is driving capital inflows and magnifying already ample domestic liquidity
that it expects to see net private capital flows to most regions rising further, a
policymakers in advanced economies forestall a etgrierafinly sovereign and
financial sector prospects. Although, access to international capital markets is |
stated thatountries such as Nigeria, South Africa, and Zambia have experiencet
movements in private capital flows. Therefefegcthof strong growth and tighter
monetary conditions in emerging market economies would outweigh the effect

elevated risk aversion among investors.

In a related development, the Global Financial Stability Report (GFSR) Sey
editonofeh | MF t i tl ed, AGrappling with C
risks have increased substantially over the past few months. The report sta
weaker growth prospects adversely affect both public and private balance she

heiglten the challenge of coping with heavy debt burdens. According to the repc

11
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public balance sheets in many advanced economies are highly vulnerable t
financing costs, in part owing to the transfer of private risk to the public

Accaoding to the GFSR, the priorities in advanced economies are to address the
of the crisis and conclude financial regulatory reforms as soon as possible in

improve the resilience of the system. For emerging markets, they mustdimit the
of financial imbalances while laying the foundations for a more robust fi
frameworkn particulazpherent policy solutions are needed to reduce sovereign r
in advanced economies and prevent contagion. Credible efforts are requ
strenthen the resilience of the financial system and guard against excesses; er
market policymakers need to guard against overheating and a buildup of f
imbalances through adegoeteroeconomic and financial policies; and the financ
reform agela needs to be completed as soon as possible and impleme

internationally in a consistent manner.

Tablel: Regional GDP Growth (Actual Vs Forecast) 9 | Table2 World Trade Growth (Actual Vs Forecast ) %
2009 | 2010 2011| 2012 2009 | 2010 | 2011 | 2012

World 0.7) 5.1 4.0 4.0 World Trade Volume (10.7) 12.8 7.5 5.8
USA (3.5) 3.0 15 1.8 Imports
Japan (6.3) 4.0 (0.5) 23 Advanced Economies (12.4) 11.7 5.9 4.0
EurcArea (4.3) 1.8 1.6 1.1 Emerging & Developing (8.0) 14.9 111 8.1
Developing E i 2.8 7.3 6.4 6.1 Economies

eveloping Economies . . . . Exports
China 9.2 103 | 95 9.0 Advanced Economies | (11.9) | 12.3 6.2 5.2
India 6.8 10.1 7.8 7.5 Emerging & Developing| (7.7) 13.6 94 7.8
SubSaharan Africa 2.8 5.4 5.2 5.8 Economies
Source: IMF World Economic Outlook (WEO), September 20 Source: IMF World Economic Outlook (WEO), September 2011

FSDH Research

Regional GDP Growth Rate

12 - 10.% 5 10.1
10 - ' 7.8
7.3 :
8 1 6.4
6 51 5.45.2
4 3 4
; j 15 1.81.6 I
i ESE S B BN}
2 - World USA Japafp-5 EuroArea Developing China India  SubSaharan
Economies Africa
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According tthe Organization of the Petroleum Exporting GOurtE@:svorld
economic growtbmains nchanged at 3.6% in 2011 but has been revised down
3.7% in 2012. OPEC states that, the deceleration of global output seems t
stabilized, although many risks remain, particularly iadhe. Hin® US is forecast
to grow at 1.6% in 2011 and8&b In 2012, while the Eore is expected to
expand by 1.6% in 2011, but by only
recover by 2.4% in 2012, after a contraction of 0.8% in 2011. However, the m:
of the recovery remains uncertain. Greslthin the developing countries remain
relatively high, although a-dtown effect from the policy measures has started
have an impact. While China remains unchanged at 9.0% for 2011 and 8.5% f
I ndi ads forecast habothBOieand20R®vi sed |

1.2 Food Prices

According to the Food and AgricOitgamizatiofFAQO), World Food Price Index
(WFPI) averaged 225 points in September 2012% dowmn August 2011. The
Index wa 13 poistbelow the peak of 238 points attained in February 2011, thoug
higher than its September 2010 value of 195 points. FAO stated that the recen
reflected decreases in international prices of most commodities included in th
with pricesf sugar, grains and oils falling most. The FAO Cereal Index was dov
from August 2011 and 11% below its peak in April 2008, though 18% higher
September 2010. Adding that except in August 2011, the Index has follo
downward trend sincel 011, largely on expectation of a strong rebound in w
cereal production. In addtiigintmaize supply prospect and policy changes in ric
provided support. The Index fell in September 2011, reflecting generally in
supply prospects, expemtatof slowing demand and the strengthening of US Do
FAO added that the outlook for the global cereal supply in the 2011/2012 m:

season has improved following upward revisions to production prospects.

Theorganization noted thabitéook foglobal rice production in 2011 has improvet
over the past two years aratést forecast has been raised by 1.6 million tonnes,
3% from 2010. In Africa, rice production in 2011 may hover around 17 million
which is 2.5% higher tB@h0 fige. FAO stated that most of the increase would

on account of

13
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Egypt, where producers are reported to have planted much more than in 2010
government limits on irrigation water usage. In Western Afiida, giawang
conditions and initiatives to boost the rice sector point to an expansion of prc

particularly in Nigeria and Sierra Leone.

1.3 The Nigerian Economy: GDP

Available data from the National Bureau of Statistics (NBS) showsrthat the |
economy, when measured by the Real Gross Domestic Product (GDP) on an a
basisgrew by 7.72% in Q2 2011, compared with 7.69% recorded in the corresy
period of 2010. The GDP growth rate was drivenil Bgcton which grew by 8.82%
slghtly higher than 8.65% recorded in Q1, 2011 while oil sector recorded a gro
of 1.81% representing a recovery from a contraction of 2.29% recorded in Q:
The nowil GDP was driven by growth recorded in Agriculture, Telecommunic
and WHoesal e & Retail Trade. I n the i
Outl ook for 20110, FSDH ReseamB®lr re
2011. As usual, the sectoral growth rate shows that Telecommunication & Po:
recorded the highegal GDP growth rate of 33.90%, followed by Building
Construction: 11.99%; Solid Mineral: 11.79%; Wholesale and Retail: 11.489
Estate: 10.66%; Business & Other Sectors: 10.92%; Real Estate: 10.47%, |
Restaurant: 12.15%; Manufacturing; Ag&€alture: 5.87%; Finance & Insurance
4.61%; and others: 4.64%.

GDP Growth Rate and Forecast (@1990 Constant Basic

8.36% 8.46%

7.67% 7.69% 7.86% 7.87% 7.729 7.92% 7.98%

8.00%-

0
6.96% 7.36%
6.00%

4.00%

2.00%

Q4,09 2009 Q1,10 Q2,10 Q3,10 Q4,10 2010 Q1,11 Q2,11 Q3,11FQ4,11F2011F
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The breakdown of the GDP by sectors shows that Agriculture represents -
followed by Wholesale and Retails Trade accounting for 16.79% while Crude P:
and Natural Gas accounts for 14.84%. The nominal GDP grew by 31.64% to |
in Q22011 from N6.82trn in the corresponding period of 2010. Oil nominal
accounted for 38.72%, whil@homminal GDP contributed 61.28%. Looking at tl
sectoral comtution to the nominal GDP, Crude Petroleum & Natural Gas: 38.
followed by Agriculture: 30.64%; Wholesale & Retail Trade: 16.63%; while
contributed 14.01%.

According to the NBS, the oil sectoc
efforts in ensuring peace in the Niger Delta. The sector continues to play an in
role in the Nigerian economy as a major source of foreign exchange ec
accounting for about 70%. The average daily production stood at 2.45mb/d in (
comparedith 2.35mb/d in Q2 2Qldobking at the breakdown of GDP to oil-and nol
oil sectors, the Nigerian economy is dominated byilteeaton with a contribution
0f85.160, while the oil sectontributeti4.846 to output in 20I@e contribution of
14.84%by the oil sector to real GDP in Q2 2011 was Idwera@btecorded in Q2
2010; this was as a result of an increase in other activity sectors such as agr
wholesale & retail trade and hotel & restaurant relative to the corres@onding
the basis of this structure, FSDH Research reiterates the need for urgent deve
of the nonil sector of the Nigerian economy. We identified the development of re
transportation network and electricity as necessary conditions td\eysuge that
goods are competitive globally.

GDP at 1990 Constant PriGrowth Rate and Forecas
Growth Rate % (Oil & Nom), (Q4, 092011F)

10.00%; 8.67% 8.32% 9.25% g gaw

8.13% 8.41% 8.38% 8.68% 8.43% 8.65% 8.82% g 73%
6.56%

4. 98%
5.00%: 4.08% 3.96% ° 3.489 3.77% 3-40%
1.81%
o A%
0.00% T T

Q4 09 2009 Q1 10 Q2 10 Q3 10 Q4 10 2010 11 Q2 11Q3 11RQ4 11F2011F
-2.29%

5.00%"
B Oil GDP = NonQil GDP
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It would be recalled that, earlier in the year, the National Bureau of Statistics (
collaboration with the Central Bank of Nigeria (CBN) released a GDP grow
forecastof 788 i n its maiden edition of t|
GDP Forecast for Nigeriao. The repo
economy, oil and rminsectors are expected to witness an increase in output in 2
According to, the noroil sector will be driven by growth in the activities of t
wholesale & retail trade, telecommunications, finance & insurance &nd bui
construction sectofke oil sector output is expected to remain stable as a resu
the continued gee in the Niger Delta region, as well as the benefits from the re
upsurge in world crude oil demand, which has kept prices at high levels coup

the relative stability in the exchange rate of the Naira against the US Dollar.

According to the $|Bhe structure of the Nigerian economy as at Q2 2011 in terr
sectoral contribution to the real GRRicsilture: 41.59%ollowed By/holesale

& Retail Trade 16.7%G Crude Petroleum & Natural Gdst.84% while
Others:26.82%

Q2 2011 Sectoral Contribution t
the GDP (%)

18.84 I

H NonQil Oil

Wholesale & Retail Tre

HCrude Petroleum& Natural ¢ “ Others

Crop Productior
Wholesale & Ret: 16.75

GDP at 1990 Constant Basic Prices % DistrilQ2pa011

36.58

Crude Petroleum & Natural ¢
Telecommunicatio
Financial Institution
Other Manufacturin
Livestock

Electricity

Road Transpor
Building & Constructic
Real Estate

Fishing

Others
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Given the uncertainty that surrounds the world economy, there cannot be a be
than now for the Nigerian monetary and fiscal authorities to implement policies
strengthen the competitiveness of the domestic economy dencelapithig non

oil sector of the economy that has the capacity to provide jobs for the teeming
youths. FSDH Research earlier noted the rising yields on fixed income securi
warned thatigtdevelopment can attract hot money into thealocial system with

its threatening effects in the foreign exchange market.

1.4 Telecommunications Industry

According to the Nigerian Communications Commission (NCC), the installed ca

the telecommunicatiomslustry as at August, 2011dsth®64.92mn linesan

As at August 2011, th increaseof 4.48%over 157.839mn lines as at December 31TiRD10stalled
were 164.92 lines made ity A

of GSM, Mobile CDMA capaclly s .made up of M.oh Installed Capacity of Telecomm

Fixed wired/wireless in GSM, Mobile Code Divis Services in August 2011

proportion  of  83.85 Multiple Access (CDMA) ¢ 10.45%
10.45% and 5.70

Fixed wired/wireless in
proportion 083.85%, 10.459%
and 5.70%6, repectivelyThere

respectively. .70%

were92.09mnractive telephon
: : 0
lines, representibg.84%f the B GSM ®CDMA " Fixed Wired/ Wireles
installed capacity, while theic
were28.24mrinactive lines of the td@0.33mrconnected lines. The connected
lines represeiiR.96%of the installed capacity as at ARQL$t The active lines
Telecommunication& F _ ] )
recorded a growth rate were made up of mobile (G8MB9Imnrepresenting3.26% mobile (CDMA):
33.90% in Q2 2011. 5.35mmrepresenting.81%and fixed wired/wirelesg6mmrepresenting.93%A
further analysis of the active lines in relation to the installed wapghai® 4086
of the GSM installed capacity is &dti0é%of CDMA installed capacity is active,

while9.11%of the fixed wired/wireless installed capacity is active.

The market share of telecommunication service providers is such that GSM co
92.89%CDMA6.14%and Fixed wired/wirel@sd7% The market share of the GSM
operators in Nigeria as at June 2011 are: MTN Nigeria Communications Limite:

17
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48.21%Globacom Limite2B.18%Airtel Limited (formerlynZa8.99%EMTS
Limited tradirag Etisala®.32%and Mrel Limited®.31%The market share of the
CDMA Mobile operators as at June 2011 are: Visafords Liadté&tarcomms
Limited20.78%/ultilink3 elcom17.52%and Reliance Telecoms (R&4£19%.

Meanwhile, the market share of the first seven fixed wired/wireless operators as
2011 are: Starcomms Lim@@7%Multilinkelcom10.43%Reliance Telecoms
(Reltel)10.14%21st Century:14%NITEL6.67%00 Net ( Od 402%;T e |

and Visafon8.08%hile other operators accountB@&%of the market share.

Market Share of GSM Operators

Nigeria as at June 2011
0.30% 9329

L

CDMA Mobile Operators as at Jul
2011

14.99%

EMTN EGLOBACO B AIRTEL® M-TEL " EMTS B Starcomms B Visafone ® Multilinks © Reltel

Teledensitywhich measure
the proportion of telepht
lines in relation to populat
stood at 65.78% in Aug
2011, up from 63.11% as
December, 2010.

FSDH Research

A review of the telecommunication market as at June, 201 1NhbwNidfeaia
Communications Limitdthd the highest number of subscribers amongdt the G
operators/isafonenad the highest number of subscribers amongst the CDMA M
operators; whitarcomms$ad the highest number of subscribers amongst the Fi;
Wired/ Wireless operators.

Teledensityvhich measures the proportion of telepé®ire rgtation to population,
stood a65.78%n August 2011, up fieBnll1% s atDecember, 2010. The graph
below shows the teledensity was calculated based on a population estin
126million people up till December 2005. From December 206yt dubesesi

on a population estimate of 140million. Teledensity from December 2007 was [

active subscribers.

18



The next level of growt
telecomomication in Nige
will come from data trans

The slowdown in econc
activities in the advar
economies has been shi
than anticipated.

FSDH Research

Economic & Financial Market: Review & Outlook

Teledensity in Nigeria (2004gust 2011
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FSDH Research maintains its view that theyemerxest opportunities for

telecommunications opesatoNigeria in the area of internet, video conferencing :
other complementary products and services. Although there is scanty informati
internet usage per head in Nigeria, our preliminary investigations show that it is
and telecoms opeors can develop services to bridge the gap. This is where the

level of growth will come from in telecommunications in Nigeria.

15Crude Ol
The Organization of the Petroleum Exporting Countries (OPEC) reported in its

Oil Market Repddiztober 2011 Edition, that the slowdown in economic activities |
advanced economies has been sharper than anticipated. The Organizat
Economic Cooperation & Development (OECD) growth expectations for z
significantly lower than the ifstietast of OPEC. The United States (US) i
particular, has faced a much more challenging first half of 2011 than or
anticipated. Also, the tragic events in Japan have impacted its growth expec
while the Eummne performed relatively inighlly, sovereign debt challenges in
some countries in the region have emerged as a key threat going forward. A

developments have adverse impact on global oil demand.

The report added that, even if the fallout of the crisis is contaieesigheesd
crisis is likely to result in much slower economic growth inotree dverothe
coming months as austerity measuresmaigbxpansion. OPEC alerted that the

risks for the Ewmoea are considerable, given major refinancing vdlames of t
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financially weaker Ezwoe countries in the coming quarters combined with ris
yields. In addition, OPEC asserted that while policy makers in emerging marke
been trying to sustain momentum in economic groethergajgreconomies have
been actively seeking to avoid overheating in their edaidimgiebadver the

past six months, major developing economies have tried to curb their rising infle
through tight monetary policies.

OPEC stated that wail demand in 2011 is reflecting the growing uncertainties ir
global economy, thus global demand for oil has been reviewed downward fi
initial forecast growth of 1.2% to 1%, and forecast for 2012 is at 1.2mb/d. How:
revisions have beanch lower than other forecasts which began the year with a |
optimistic economic outlook. The adjustments were carried out both in the
countries and in some emerging countries, including China, which has beer
driving force behind globdkailand growth in recent years. The report added that,
far, clear signs of waning demand have had only a limited impact on overall oi

fundamentals.

NorOPEC production is expected to increase by 0.4mb/d in 2011 as agair
increase of 1.2mby&ported last month. The revision is mainly duetih@adower
expected supply from Canada, the United Kingdom (UK), Brazil and Azerbe
2012, no@PEC oil supply is expected to grow by 0.8mb/d, supported by antic
growth in Brazil, Canada,ndwhlui and the United States (US). OPEC Natural G
Liquids (NGLs) and-nonventional oils are expected to increase by 0.4mb/d in 2
in |l ine with the current year o6s gr
production averaged 29.90mb/d acctrdserondary sources, representing a
decrease of 77tb/d over the month of August.

The OPEC Reference Basket (ORB) average for 9 metibd 20$107.31/b. On

averagegcompared to the corresponding period of 2010, the ORB increased by
or 42.5%. The ORB average, minimum and maximum crude oil prices in 9 n
2011 are: US$107.31/b, US$89.79/b and US$120.90/b. The average price of oi
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months 201 above the proposed oil price benchmark of US8$IF0/ly forr i ¢
budget in 2012.

One Year OPEC Qil Prices (Sep&djat. 11)
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FSDH Research supports the action of the Federal Governnstatt tthekick
Sovereign Wealth Fund (SWF). We bel
finances from the unstable nature of international praves @ferkse funds for
some critical areas of the Nigerian economy. The slowdown in global oil dems
mean drop in price of oil at the international market with its adverse impe

A

Nigeriads export revenue,/Q%hich is

16 External Reserves
According to CBN, Nigeriads externa

at US$31.75bnmepresenting a declinel 88%compared with US$32.35bn as at
December 31, 2010. The CBN has expressed concerngatmstetitedemand
pressure in the foreign exchange marlenpinasizethe need for tighter fiscal
controls around oil revenue. The CBN notes that the solution to reserve depleti
the implementation of appropriate reforms with regardatamttrsitie policies
aimed at reducing imgegendenayatureof theNigerian economy which will help to

conserve some foreign exchange.
FSDH Research emphasize that the sustainable way to increase the external |

is to implement policieswliihengender the competitiveness of the Nigerian econc

in order to increase itsmibhased exports.
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External Reserves (20@8Mths 2011) US$'t
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1.7 Public Debt
Avail able data from the Debt Manage

stock gddition of external and domestic debts) as at Jund 3@od0at
N6,029.81bn representing an increase of 15.19% from the December 31, 201
of N5,234.84bn. A breakdown of the debt stock shows that, external debt accot
13.59% of thedbtdebt stock at N819.37bn, while domestic debt stock accounte
86.41% of the total debt stock ,a2MB44bnThe total public debt stock in the
country as at June 2011 represents about 19.23% of the Gross Domestic |
(GDP), as againsttheepplb | e cr i ti cal l'imit of 4
peer group. Thi s means t hiscél sustaingelity i &
space. Thie is commitment from the Federal Government to ensure that the tot:
stock does not exde&25% of GDP.

1.8External Debt

Ni geriabds total exter hstdod ad &9%5,39&0¢ 0 C
representing an increase of 3.7
from the March 31, 2011 figur
US$5,2274nn and an increase

Nigeria External Debt Stock i
June 30, 2011

19.57%
17.89% as at December 31, 2! 6.69%

figure bUS$4,578.76mn. The tc
external debt stock represe
2.61% of the GDP. The breakd
of the external debt in Q2 2
showed that 84%4vas owed to

B Multilateral ® NonParis Club ™ Others
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Multilaterals, which include$Vibidd Bank Group, imé¢ional Furfdr Agricultural
Developmen{IFAD), African Development Bank Group (ADB), Internati
Developmerank (IDB) and Econddeigelopment Fund (EDF); 6.20% was owed t
NonParis Group of creditors and 9.26% was owed to others. While in Q1 20
breaklown of the debt showed7tB&86 was owed to Multilaterals; 6.69% was owe
to NorParis Group of creditors and 19.57% was owed to others.

As at Q2 2011, the actual external debt service payments shows that a t
US$87.48mmas paid as bothngipal and interest service fees. A breakdown of t
total reveals that the principal of US$55.97mn contributed 63.98% of the tote
interest/service fee of US$31.51mn contributed 36.02% of the total. The con
attributed to Multilaterals W&$42.38mn (48.45%), Oil warrant: US$20.86n
(23.85%), Non Paris Group of creditors US$24.22mn (27068@)&$%0.01mn
(0.01%)).

19 Domestic Debt

DMO puts the countryés domestic deb
7.01% from N69.02bn, as at March 31, 2011, and increased by 14.47%
N4,551.82bn as at December 31, 2010. The ratio of domestic debt stock to GL

0 .
at 16.62%. The breakdown of Domestic Debt Stock Outstanding [

total domestic debt stock Instrument Type as at June 30, 20:
7.16%

instrument type as at June 2
shows that the FGBonds
accounted  for  N3,276.11
representing 62.88%; Nigel
Treasury Bills (NTBs) accour  mpGgNBond ® TBs * Treasury Bonds

for N1,561.42bn, representing

29.97% and Treasury Bonds (TBs) accounted for N372.90bn, representing 7.1

domestic debt service payments including mgfimerei N159.64bn. Of the
N159.64bn paid, N39.19bn (24.55%) represents the interest on Nigerian Treas
(NTBs), N71.65bn (44.88%) represents the interest on FGN Bonds, N9.38bn (5
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represents the interest and pilinmipdreasury Bonds and N39.42bn (24.69%

represents FGN Bonds Refinanced that was capitalized and restructured.

FSDH Research reiterates that there is the need for the Federal Government o
(FGN) to cl osely monitdndaensuréteaticdoes not r
surpass the commitment to a debt to
economic managers need to ensure that all debt contracted are used to f
economic growth and development via t lodildfisiructure and provision of
employment opportunities. Meanwhile, given that the oil price volatility will pers
foreseeable future, we are of the opinion that the call to diversify the revenue
the economy to Amhsourcescannot be oveastd. We think Nigeria has the
potential to generate huge revenue and foreign enfibe@nffemthe nonoil
sector if appropriate policies are implemented. This will limit its borrowing n
finance its operations. In addition, government &lkeaydthnnze efforts to eliminate

all forms of leakages, inheréstlay to day activities.

As at December 2010, the domestic debt service payments including refinanci
N671.89hnOf theN671.89brmpaid,N65.07br(9.68%Yepresents the interest o
Nigerian Treasury Bills (NT¥B31.11b1i34.40%j)epresents the interest on FGN
BondsN57.60br(8.57%Yepresents the interest and principal on Treasury Bon
N346.25mn(0.05%)represents Development Stocks,N&id.76bn (47.29%)
represents FGN BsnRefinanced and Promissory Note that was capitalizec

restructured.

1.10Inflation Rate

The Composite Consumer Price Index (CCPI) for the month of September
released by the National Bureau of Statistics (NBS), showed that the inflati
(yearonyear) in Nigeria increased by 100 basis points to 10.30% from 9.30% re
in the month of August 2011. According to the NBS, the Composite Consum
Index (CCPI) stood at 124.0 points in the month of September 2011, an incr
1.39% from22.3 points recorded in the month of August 2011. The percer
change in the average CPI for 4#medth period ended September 2011 over the
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average of the CPI for the previousHhvesltreperiod was 11.40%.Widssslightly
lower than what was recorded in August 2011 at 11.60%. Core Inflation (that is
less farm produce and energy) stood at 9.78%yeaqrup from 9.66% as at
August. The Urban All Items monthly Index rose by 1.40%, whilerttimgorres;
rural Index also increased by the same percentage margin in September
compared with the preceding month. Toeyesar average CPI as at September
2011 for Urban and Rural Indices rose by 8.40% and 11.90%, respectively. The
increasedyb1.39% between August and September 2011, which is lower tha
increase of 1.66% recorded between August and July 2011. The biggest contril
the CPI in September were the high prices of electricity and food items.

At 124.80 points, the Congésibd Index (CFI) increased by 0.89% in Septemt
2011,

NBS, the increase in the Index was caused by the upward movement in the

compared with the previous m

yam, cooking oil and fish. The lekiel ©Ft was higher than the corresponding leve
a year ago by 9.50%. The average annual rate of rise in the Index was 11.209
12month period ended September 2011. All Items Less Farm Produce Index
excludes the prices of agricultural produweayed by 1.90% in September 2011
when compared with August 2011. ThetaiREhat the increase was mainly on
account of a rise in the prices of some household items, building materials,
kerosene and electricity charge.

The focus of the mtary Policy Committee (MPC) of the Central Bank of Nig
(CBN) since the beginning of the year has been to achieve stability in both infla
and the foreign exchange market. While the MPC targets a single dtgititinflatiol
expects to kegxchange rate movement of the Nigerian Naira against the US I
within a band of 3%. These goals continue to guide the series of tight monetary

the MPC announced so far this year.

The CPI increased by 3.42% in Q3 2011 when comparedLvithh@2ikiQrer

than the 1.4% recorded in Q2 2014kn¥ear, the average inflation rate for the firs;
nine months of 2011 stands at 10.99%, while the lowest and J{oigheat year
inflation rate for the same period stands at 9.30% and 12@&&dy résmking at
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the quarterly yearyear inflation rate, at the end of Q3 2011, the figure stooc
10.30%, compared to 13.60% in the corresponding period of 2010, and 11.80
December 31, 2010. FSDH note¢ke¢hhtne 2011 figure of 9.30% is the lowest yea
onyear inflation rate recorded since the beginnirgyisetth€ Pl based on Nigeria

Living Standard Survey (NLSS) 2003/2004, and the subsequent revaluation
consumption expenditure data to Nov20@®e which is the base period for the

revised CPI.
One Year Inflation Movemer
16.00 (Sept. 2010Sept. 2011)
12.00 .. . ':-*-:""."-I-
. & e 0" T eeceeay
10.00 B A e > ¢
L 2 o’
800 o T T T T |L' T T T 5> )|> T cl_. T T i> (ln (I,)
O 2 U U noom = =
[9) o g 5] 5] ) 1) 1) ® © T ) < = S c ) [9)
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ce+®-° Yearonyear change (%= = 12month average changet Core Inflatior
2.0 RecerDevelopments the Banking System

_In grder o prevent t 2.1 Nationalization of Three Distressed Banks

imminent collapse of

three rescued banks In order to prevent the imminent collaps¢hoée¢hescudaanks in Nigeria, the

Nigeria, the CBN nationall CBN nationaliztie lanks on égust 05, 2011. Subsequently, the Asset Manageme

the banks on August . o o .

2011 Corporation of Nigeria (AMCON) injected a capital of aboub N&8Bn
nationalised banks to assure them o
banks, their new names and tfteldajected are:

Table 3: Nationalised Banks

Former Names New Names AMCON Capital Injection (Nbn
Afribank MainStreet Bank 285

Bank PHB Keystone Bank 283

Spring Bank Enterprise Bank 110

Total 678
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Following the natioraion, the shareholders of the national banks lost their t
equities investments in the banks. And all the banks have since been delisted
Daily Official LIEDOL) of the Nigerian Stock Exchange (NSE). We think this
helped to prevent systemsk in the banking indu3ine CBNjuaranteeof
interbankplacementsPension Fund AdministrgftsfA) placemenand foreign
credits to bankavealso been extended to December 2011 for the banks.

2.2Mergers anécquisitionsn the Banking Indust

2.2.1 Access Bank & Intercontinental Bank

Access Bank and Intercontinental Bank recently announced the recapitaliz:
Intercontinental Bank and the acquisition of 75% majority interest in Intercor
Bank by Access Bank. The announcemaati fthi approval of the shareholders of
both banks, court sanction of the Federal High Court of Nigeria, approval of the
Bank of Nigerf@BN)and the Securities and Exchange Commission (SEC). By
action, IntercontinerBahkbecomes a subaigyi of Access Bank. The combined
effect of the restoration of Net Asset Value (NAV) to zero by Asset Mana
Corporation of Nigeria (AMCON) and N50bn capital injection by Access Banl
Intercontinental Bank now operates as a well capitalzitd $izsreholders Fund

of N50bn and Capital Adequacy Ratio (CAR) of 24%, which is well above tl
regulatory threshold.

AccesdBank has constituted a new boardarayement for Intercontineatdt.B
Meanwhiléntercontinentadifik will be mergethwAccess Bank within the Q2 2012.
In the interim, Intercontinental Bank will operate as a high performing subsi

Access Bank fulfilling all obligations to customers and other stakeholders.

2.2.2 Ecobank & Oceanic Bank

After obtaining all necesapprovals, Ecobank Transnational Incorporated Plc (E
acquired 100% of the outstanding share capital of Oceanic Bank. ETI and (
Bank Plc signed a Transaction Implementation Agreement (TIA) on July 30,
relation to the acquisition and adizagtibn of Oceanic Bank. According to the
Managing Director/ Chi ef Executive C

highly complementary to the ETls Group business and growth strategy in Niger
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The acquisbn was executed through a Scheme of Arrangement. AMCON inve
Financial Accommodation Amount (FAA) of about N290.20bn to restore the n
value of Oceanic bank to zero and in exchange AMCON received issued ¢
shares of Oceanic Bank thraughvate placement. Following the injection of tf
FAA, ETI acquired 100% of the outstanding ordinary share capital of Oceanic E
consideration of about N55bn, which would be madataispitoof 70% in
ordinary shares of ETI and 30% icipagirtg Cumulative Convertible Preferenc
Shares of ETI. The authorized and unissued shares of Oceanic Bank (1.60bn L
be issued on the ordinary shares of Oceanic Bank being cancelled, this transl
Share for every 14 ordinary shares i@téanic Bank. It is envisaged that after th:
acquisition of Oceanic Bank by ETI, ETI will merge Oceanic Bank with Ecobank
Following the merger, the combined entity will have a minimum Capital Adequa
of B%.

2.2.3 First City Monumerar® (FCMB) & Finbank Plc

First City Monument Bank (FCMB) has entered into a Scheme of Arrangems
Finbank for the recapitalization of
cancellation of the entire issued share capital and a cwresptowiof the
aut hori zed share capital of Finba
shareholders funds to zero by providing Financial Accommodation Amount (
about N155.60bn through the injection of AMCON Bonds into Finbank as cons
for the issuance of the Scheme Shares to AMCON. FCMB, through a special
vehicle FCMB Investments Limited (FIL) will acquire the Scheme Shares from /
I n consideration for the reduction
Finbank s

consideration in the form of either FCMB shares or cash or a combination of

sharehol der s shall be ent it

accordance with their respective choices.

The total consideration being offered to AMCON arsth@ebidtders in respect of
FCMBs acquisition of Finbank is N6bn. Existing shareholders of Finbank shall
10kobo as cash consideration for each existing shares in Finbank or 1 FCMB s|
every 60 existing shares. Also, AMCON shall receasdddtD2onsideration for
each Scheme Shares to FIL or 1 FCMB share for every 6 Scheme Shares
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23 Recapitalization

2.3.1 Union Bank Recapitalization

The current management of Union Bank has put forward thiizaticecaypitions
before the shareholders of the Bédmdlse aremerger & acquisitiamection of
capital by aore investoand nationalization by the CBN. The management of
bankappead with the existing shareholdeyst for a&ore investoas this offers

the best rewardsetastinghareholders in the medium to long term.

The preferred core investor is a consortium of private equity firms headed by

Union Bank has put forw Capital Alliance. Tloeecinvestor will offer the following:

three recapitalization opti
before the shareholders
the bank. These are: mel
& acquition injection o
capital by a core inves
and nationalization by
CBN.

Retention of the erigthame of thank
Eliminate existing fragmented shareholding structure

Equitable for existing shareholders

Cc: Cc: Cc: Cc:

Injection of genuine capital

Union Bank intends to raesdcapital by way of rigbssies. After the arrangement,
the shareholding structdirdnion Bank will be:

Tabled:Uni on Bank®6s Sharehol ding Strucl

Shareholders Post Rights Holding %

Existing Shareholders* 3,940,416,667 21.48
AMCON 3,394,407,265 18.51
Core Investor 11,008,274,206 60.01
TOTAL 18,313,098,138 100.00

*A Rights Issue comprising 1,407,291,667 ordinary shares of 50kobo each will be undertaken by the Bank and tt

assumption has been made that shareholders will take up all their rights.

The recapitalization of the bank willdhededinby a further transaction by which ar
additional suimin Tier 2 Securitiewill be offered to all the existing shareholders ¢
Uni on Bank. This exercise wil/ be e
present reapitalization exsec

29
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3.0 Financial Market
3.1 Bond Market
The Debt Management Office (DMO) modified its bond issuing strategies during

half of the year. The strategies adopted are:
V Reduction in the amount ofdocadwing through the bond market;
V Raising of funds through the shorter tenored bonds, which are three al
years;
V Supplementation of the local borrowing with the issuance of Sovereign E
US$500mn.
These strategies were adopted for the foasong:
V To reduce funding pressure on the local bond market so as not to crowd
private sector;
V To reduce the volatility of bond prices;
V To develop benchmark for corporate organizations in Nigeria to acce

International Bond Market as a sddtcwl raising.

However in @B11 it reintroduced the tg@ar FGN Bond.

As at the end of themonthsthe DMO, on behalf of the Federal Government
Nigeria (FGN), offered a tofd606.50bmorth of FGN Bon#8,23%ower than

the N790bn eféd in the corresponding period of 2010. The subscription level ir
(9) months of 2011 stood at 219.18%, higher than the subscription level of 1
recorded in the corresponding period of 2010. The total amount of FGI9 Bond
months 2011 ws N678.50bndown by16.08%from N808.50brsold in the
corresponding period of 2010.

The DMO offered/&ar, 5ear and Xear FGN Bonds during the period under
review. However, in the corresponding penoahtfi2010 it offeredydar, 5ear
and20year FGN Bonds. All of the bonds offered d@rmgritieseriod 2011 were
re-openings except thgedr bond issued in March 2011.
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Comparing tenor to tenor, 4reaBFGN Bonds issued in Q3 2011 redeiyked a

average marginal rate than-yle@B3bonds issued in nine months(9) 2010.

The 3year FGN Bond offered in January and Februarppesiage, while there
was a new issue in March 2011. The average marginél maiatfig011 is
10.76%highethan the average of 6.51% imonth2010. A total dI358.50bn
worth of -gear FGN Bond was sol® imonths2011, higher by 31.08% than
N273.50brsold in the corresponding period of 2010.N368.60kQna total of
N72bnwas sold to naompetitiveidders. The Bond received a lower subscriptio
level 0221.89%down from 229.96% in the corresponding period of 2010.

At the year FGN Bonds the average marginal Yateoirths2011 is1.72%
higher than the average of¥8ithOthe correspondingripd of 2010. A total of
N245brworth of Hear FGN Bond was sofdmmonths2011, higher by 326Ban
N185.00bsold in the corresponding period of 2010. The Bond received a mar
lower subscription levaed38%down from 190.57% in thresywonding period of
2010.

At the 1§ear FGN Bonds average marginal 9ateoimths2011 i41.46%higher
than the average of 7.10% in the corresponding period of 20107 Foiotaitbf

of 18year FGN Bond was soflmonths2011, higher bylZ% thah70brsold in

the corresponding period of 2010. The Bond received a lower subscription
184.83%down from 225.00% in the corresponding period of 2010.
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Table5: 9 Months, 2011 FGN Bonds Issues

Date Issued Tenor | Amount Offerec Total Subscription Amount Marginal Rate
(Years) ( N6 b n| Subscription Level (%) | Al | ot t ¢ (%)
( Ndbn

21-Jan 2011 3 30.00 80.95 269.83 30.00 10.40
21-Jan 2011 5 30.00 56.50 188.33 30.00 11.13
18-Feb 2011 3 36.50 83.11 227.70 36.50 9.25
18-Feb 2011 5 30.00 56.90 189.67 30.00 11.00
16 Mar 2011 3 30.00 55.89 186.30 30.00 10.50
16-Mar2011 5 30.00 46.38 154.60 30.00 12.00
20-Apr 2011 3 35.00 65.89 188.26 35.00 12.15
20-Apr2011 5 35.00 63.33 180.94 35.00 13.20
18 May-2011 3 35.00 100.21 28631 35.00 11.04
18 May 201* 3 - - - 49.00 11.04
18 May-2011 5 35.00 98.80 282.29 35.00 12.23
15-Jun-2011 3 35.00 62.52 178.63 35.00 11.69
15-Jun-2011 5 35.00 90.63 258.94 35.00 12.75
20 Jul- 2011 3 30.00 65.94 219.80 30.00 10.25
20-Jul- 2011 5 15.00 46.32 308.80 15.00 10.70
21-Jul- 2011 10 25.00 45,72 182.88 25.00 11.50
17-Aug2011 3 30.00 45,10 150.33 30.00 10.75
17-Aug201* 3 - - - 23.00 10.75
17-Aug2011 5 15.00 42.87 285.80 15.00 11.19
17-Aug2011 10 25.00 42.55 170.20 25.00 11.39
14-Sep-2011 3 25.00 76.10 304.40 25.00 10.50
14-Sep-2011 & 20.00 56.71 283.55 20.00 11.25
14-Sep-2011 10 25.00 50.35 201.40 25.00 11.49
TOTAL 606.50 1,332.77 219.75 678.50

*Sold to nortompetitive bidders

FSDH Research
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Table6: 9 Months, 2010 FGN Bonds Issues
Date Issued Tenor | Amount Offerec Total Subscription | Amount Allotted | Marginal Rate
(Years) ( N6 b n| Subscription Level (%) ( N6bn) (%)
( Ndbn
20 January 2010 3 20.00 40.43 202.15 38.50 6.83
20 January 2010 10 2500 42.10 168.40 25.00 8.14
20 January 2010 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
17 February 2010 10 25.00 53.20 212.80 25.00 7.15
17 February 2010 20 30.00 66.05 220.17 30.00 8.02
17 March 2010 3 20.00 8214 410.70 20.00 3.48
17 March 2010 10 20.00 62.20 311.00 20.00 6.00
17 March 2010 20 30.00 79.86 266.20 30.00 7.00
21 April 2010 3 30.00 36.30 121.00 30.00 4.86
21 April 2010 5 20.00 68.72 343.60 20.00 4.00
21 April 2010 20 30.00 51.15 170.50 30.00 724
19 May 2010 3 25.00 26.05 104.20 25.00 8.25
19 May 2010 5 25.00 26.20 104.80 25.00 9.00
19 May 2010 20 30.00 43.46 144.87 30.00 10.00
23Jun2010 3 30.00 98.10 327.00 30.00 6.24
23Jun2010 5 30.00 64.21 214.03 30.00 7.61
23Jun2010 20 20.00 67.2 335.10 20.00 8.69
21-Jul-2010 3 35.00 77.00 220.00 35.00 7.48
21-Jul-2010 5 35.00 61.34 175.26 35.00 8.85
21-Jul-2010 20 35.00 73.28 209.37 35.00 10.00
18Aug2010 3 35.00 82.69 236.26 35.00 7.54
18Aug2010 5 35.00 50.88 145.37 35.00 9.25
18Aug2010 20 35.00 69.29 197.97 35.00 11.00
22Sep2010 3 40.00 65.65 164.13 40.00 8.43
22-Sep2010 5 40.00 81.20 203.00 40.00 9.90
22Sep2010 20 40.00 101.24 253.10 40.00 12.53
TOTAL 790.00 1,713.29 116.87 808.50

Looking at the provisidiaalds issue calendar, the DMO interadsetetween
N156brandN215brthroughhe 3year, 5ear and Xgear FGN Bonds through the
domestic Bomdarket in42011. The issue is made up of bei@bad N10bnn
3year bondd\15bnd N20bnin 5year bnds andN135bni N185bnn 1Gyear
bonds. The issue is shown on the table below:
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Table. Bonds | ssuance CaPrevisidnalfFigurea Q4 2011 ( NGO
Tenors
Auction Date 3-Year /Bond Name 5Year/Bond Nam( 10Year/Bond Nam(T ot al
Od. 19, 2011 10.5% FGN MAR 2( 4% FGN APR 201} 10.70% FGN MAY 2( 4665
- 10Year / Bond Nam 10Year / Bond Nam:

Nov. 16, 2011 - 10.7% FGN MAY 20 7% FGN MAY 2019 5575
Dec. 14, 2011 - 10.7% FGN MAY 20 10.70% FGN OCT 2( 5575
Tot al ( N 156215

The Nigerian Stor
Exchange All Share Inc
(NSE ASIglosed9 months
2011 at @372.99points,
downfrom 24,770.52 poir
at the end December
2010, representing
depreciation af7.75%a
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3.2 The Equities Market

The appreciation in the equities market in January, April and May were not suf
lift the market from its negative territory as at September 2011. The Nigeria
Exchange All Shaneex (NSE ASI) closed 9 months 2801, B&2.99oints, down
from 24,770.52 points at the end December 31, 2010, representing a deprec
17.75%a loss 018.93%n US$, against the appreciation of 10.68% in 9 montt
2010. The market capitadizdtstl7.91%a loss 019.09%n US$) to close 9
months 2011 Ai6.50trn

(US$42.02bnompared

28,000.00

to the gain of 13.21% ir

26,500.00

months 2010 at N5.65tr2

Movement of the NSE AS$IMths 2011

5,000.00

23,500.00

The montbnmonth ,; 0,00
performance of the NS20500.00

ASI for 9 months 20:19,000.00

showed varying

04Jan1l
04Febll
04Marll
04Apr-11
04Mayl1
04Jun1l

04Jul-11
04Augll
04Sepll

performance. The Index

appreciated by 8.32%, 1.71% and :d@¥tuary, April and May while it depreciatec
by 3.03%, 5.36%, 3.43%, 4.62%, 9.78% and 5.23% in February, March, Jur
August and September 2011, respectively.
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17,019 26 26%
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40.00% ‘ -29.84%
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89.74%

Some of the factors that were responsible for the performance of the NSE in th

are:

Positive Factors
el mpl ementation of the first tranc!

Management Corporation of Nigeria (AMCON);

¢ Relative stabilitythe Nigerian polity, despite the fears of the outcome of
general elections;

e Strategic positioning for the earnings season;

¢ Attractive valuation of a number of stocks that have good fundamentals;

Negative Factors
e High yields in the fixed incomeitsexand in the money market ,following the

restrictive monetary policy stance of the CBN;
¢ High demand pressure in the foreign exchange market sending a possible

depreciation signal,
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e Latest trends in the MENA region.
e Sovereign debt crisis in thed&aeand the United States

e The security challenges in Nigeria.

Value Traded Q4 -@3 '11
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An analysis @ months
2011 showed that volu
traded decreased he2o
compared wit® months
2011; value traded a
decreased by 7.1%, and
the number of dec
decreased 34.90%.

The most actively trac
stock on the Exchange
volume in 9 months 2011
Transnational Corporation

FSDH Research

In terms of trading activities, total sh&&53ifrworthN490.72bmwere traded in
1.01mndeals in 9 months 2011, compared with a total volurMé&rofwéith
N592.04bn traded in 1.55mn deals in 9 months 2010. This showed a decre
7.22%n terms of volunig,1%depreciation in value afultheB4.906decrease

in the number of deals compared to the correspondof@péfideh analysis of
Q32011 showethat volume traded decreased by 27.66% comp&@&a0dith
values traded also decreased by 38.50%hevhilenber of deals decreased by
46.68%. The average value of shares traded during 9 months 282164tgod at
down from N3.18bn 9 months 2010, while the average volume of shares w
357.67mndown from 387.60mn in 9 months 2010, in an avg2@kealls, down
from 8,384 in 9 months 2010. The most actively traded stock on the Excha
volume in 9 months 2011 Wwassnatinal Corporatiorwith 8.92bnshares
exchanging hands; others indedéh Bank’5.80bn)First Bank(3.99bn)GT

Bank (3.24b@ndUBA (3.13bn)
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3.2.1 Sectoral Performance
Al the FSDH Sectoral Indices lost values in 9 monBE&HHUD Nigeria Equity
Value IndefNEVI) depreciatedlby28%.

Table8: 9 Months Performance of the NSE ASI and FSDH Indice2(@00) 6
Index 9 Mths | 9Mths | 9 Mths | 9 Mths | 9 Mths | 5vyear | Standard| Sharpe
2011 2010 2009 2008 2007 | Average| Deviation| Ratio

NSE ASI (17.75)| 10.68 | (29.84)| (20.30)| 51.34 | (1.18) | 33.02% (34.11)
BANKING (26.05)| 6.35 (36.58)| (30.19)| 93.86 1.48 54.24% (20.71)
INSURANCE (15.56)| (26.4% | (55.45)| (36.07)| 104.03| (5.90) 63.18% (17.90)
MANUFACTURING (11.01)| 35.30 | 12.79 | (21.65)| 13.09 | 5.70 22.41% (49.95)
PETROLEUM MARKETIN (32.49)| 43.44 | (59.60)| 57.05 | 5.98 2.88 49.36% (22.73)

Looking at the-yBar 9
months average sectc
performance of the mar
FSDH Marfacturing Inde
recorded the highest aver
return of 5.70%

FSDH Research

Looking at theyBar 9 months average sectoral performance of the market, F
Manufacturing Index recorded the highest ataragebr70%ollowed by FSDH
Petroleum Marketing Index with a re288%@ndFSDH Banking Index recorded
1.48%FSDH Insurance Index recorded a b80%fThe FSDH Manufacturing,
Petroleum Marketing and Banking Indices performed betid¢SEhAs thevhile the
NSE ASI performed better than the FSDH Insurance Index. Meanwhile, t
associated with thgear return of FSDH sectoral Indices, as measured by Stan
Deviation (SD), shows that the FSDH Insurance Index recorded theohighest
63.184 followed by the FSDH Banking, Petroleum Marketing and Manufac
Indices d34.249%49.36%and22.41%respectively.

The risk adjusted return of the sectoral performance using the Sharpgéattio shi
allthe FSDH Sectoralided recorded a negative Sharpe Ratio. Positive Sharpe R
means that the underlying investment recorded higher return than the risk fres
the market while negative Sharpe ratio means that the underlying investment r
lower return than thek free rate in the market. In this case, we used the Septernr
2011 marginal rate on thedd FGN Bond as our risk free rate, Whi@%9%.
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NSE ASI Vs FSDH Sectoral Indices (9 Mt Mhs '11)
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Tabled: FSDH Sectoral Indices Vs NSE ASI: 9 Mths 2 NSE ASKChange in Naira & DoHarMths 2011
Indices Return inf Return in Dolla 0%
Naira(%o) (%) F kin F ranc F leurn
NSE ASI (17.75) (21.39) 0% Mgilfacturing 0
FSDH Banking (26.05) (29.69) T H
20%- - -19% -15%
FSDH Insurance (15.56) (19.20) -21% °
-26
FSDH Manufacturin| ~ (11.01) (14.65) -30%- -30% 3
FSDH Petroleur (32.49) (36.13) 40%- -36%
Marketing W Returnin Naira (% ¥ Returnin Dollar (%
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FPOH Petroleum Marketing Index Lost 32.49% (a |ds43%6 B USS)
The unresolved inteséstthe awaited Petroleum Industry Bill (P1B)daialytioé

deregulation of the sector continues to hamper the development in the pe

1 £
marketing sectdh number o FSDH Petroleum Marketing Index Vs NSE

operators in the industry a Rebased (JanSept. 2011)
400 1

face corporate governar | o,

challenges. FSDH Resea 3001 - w\w\_\
aligns with the recent clam >

200
for the removal of the curr g,

subsidy on petroleum pric 100

N N N N N N N N N
N N N N N N N N N
N 1 X § N N N S S
S & W N S N 5N 5 )
RN S <! B < < % 2

to pave way for th ¢ &

=== ESDH Petroleum Markel NSE ASI Rebas

deregulation of the sector.
also note the went volatility in tf@eign exchange market, which we conside

inimical to operators in the sector.

TheFSDH Petroleum Marketing Inteoorded a loss 3#.49%436.136 loss in

US$ to close at 234.pints. The depreciation in the Index was losgeso
recorded in the share prica3amido(Down 65.17% to N22.B8jte Oil(Down
52.33% to N10.420QTAL(Down 14.53% to N200.0@noil (Down 5.71% to
N34.36) andRS Oi(Down 4.06% to N63.86). However, there was an appreciatic
the share pre@fMobil Oi(Up 4.96% to N148.00). We gather that the sharp decl
in share price of Oando was as a result of the selling pressure coming from sor
foreign shareholders in the company to take care of their local financial challen
are oftte opinion that Oando has strong fundamentals to enable its stock trac
higher level than the current price.

FSDH Banking Index Droppe@6y)56 £9.696 loss in US$)
The share prices of banking stocks suffered losses during the periodaléspite th

of regulators to bring an end to the crisis in the sector. Speaking with a nur
institutional investors to find out the reasonagathiyne the sector, we gathered
the following:
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U Potential losses in earningsnifsbaoming from drop in the prices of bond:
portfolio due to increase in vates they mark to market their positions ot
the bonds

U Rising interest expense to fund assets
U The merger and acquisition expenses in the sectors

We are of the opinion thathattakeover of distress banks we are close to the enc

the crisis in the sector. In addif FSDH Banking Index Vs NSE A

Rebased (JanSept. 2011)

300'J\-\V~‘—"\v\’v\v
200 -

The FSDH Banking Ind 1907
depreciated b6.05%(29.69% °.  J . & & o «

lossin US$to dose at214.30 <

> X N > >
R I & & &
points, in contrast to the

the current low prices have cre;
additional investment opportun

in the sector.

<

== ESDH Bankir NSE ASI Rebas

appreciation of 6.35% in 9 months 2010. The loss recorded in the Index was
depreciation recorded in the share prigRA (@fown 57.70% to N3.B7amond
Bank(Down 53.33% to N3.5@QMB(Down 43.33% td.Rb),Skye BanKDown
42.05% to N5.18)cess BankDown 40.84% to N5.62%5t BankKDown 28.84%

to N9.77)GT BankKDown 27.65% to N12&a&%)Zenith BanKDown 17.32% to
N12.41). There was an appreciation in the sharStanbecdBTCUp margaily

by 0.11% to N9.21).

FSDH Insurance Index Declined by 15.56% (a loss of 19.20% in US$)
The challenges in the economy and financial industry did not spare the ins

sector. The loss of jobs, leading to weak purchasing power on durable and ir
goods affected the patronage of insurance businesses. In addition, the
performance of the capital market, lack of thepttomestic financial mavketre

insurance premium can be invested to immune it from losses resulted ir
investmenddses. Low compliance to regulation in respect of insurance is also a
chdlengethe industry is facing. All these affected insurance business in Niger

subsequently low patronage of the insurance stocks on the floors of the NSE.
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With a depreciationl6f56% (19.20Rss in US$n contrast to a depreciation of
26.460in 9 months 2010, ®#8DH Insurance Indelosed 9 months 2011 with

71.25points, down from 80.
FSDH Insurance Index Vs NSE A

points recorded in tr Rebased (JanSept. 2011)

100 1
Ve~ P

80 _R“——M

60 -

the share prices OAIICO 4|

corresponding permd2010 as
a result of the losses recorde

Insurance (Down 36.67% ti 2o — :
I NN
& & & &

NSE ASI Rebast

N
\'\

N NN
g N
[

N0.57),GT Assurance (Down & &
33.55% to N1.01Prestige — FSDHInsuranc
AssurancgDown 28.23% to N1.60stodian & Allied Insuran@own 26.98% to
N2.30)Niger InsurancéDown 16.67% to NO.B&M Insurancd@®own 12.28% to
NO.50)Law Union & RocfDown 9.09% to NO0.50) butercontinental WAPIC
(Down 3.85% to N0.50). There was an appreciation in the shaomtpreetalf
ReinsurancéUp 2.00% to N1.02), whilesolike€ornerstong Goldlink, Guinea,
International Energy, LASACO, Mutual Benefits, Oasis, Sovereign Trust, Sta

Standard Alliance, Unity Kap#&atlUniversal Insurangemained unchanged.

FSDH Manufacturing Index Up 11.01% (a gain of 14.65% in US$

The rising commodities prices in the international market, the poor infrastru
Nigeria, the lack of credit to the real sector from the banking industry and the re
monetary policy of the Cr*

FSDH Manufacturing Index Vs NSE ¢

adversely affected producti Rebased (JanSept. 2011)

distribution amderhead costs ¢ 350 | s, W
companies, which led to ris250-
finance costs, thus lowering 150 -
bottordine.

50

TheFSDH Manufacturing Inde
depreciated dyl.01%a loss of
14.65%n US$) to close 283.97points. The depreciation in the Index was due |
losses recaed in the share priceBafigotd-lour(Down 59.46% to N6.81),

= ESDH Manufacturin NSE ASI Rebast
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Dangote Sugdbown 56.25% to N7.C@QNNDown 52.87% to N7.G@R(Down
47.55% to N17.88gadbury(Down 45.71% to N13.8HCQDown 42.35% to
N5.88, Honeywell FloufDown 39.22% to N3.P®hakacem(Down 36.63% to
N16.80)Dangote Cemefibown 16.67% to N100BOYyr Mill§Downl3.70% to
N59.55)PZ CussongDown 4.70% to N30.02)Lafdrge WAPCDown 1.70% to
N40.01). There was appreciatithre share prices7/afpBottling(Up 20.51% to
N47.00),Guinness (Up 14.37% to N217.98gstle (Up 8.80% to N401.00),
GlaxoSmithklingUp 3.85% to N27.00igerian Brewerie@Jp 3.74% to N79.98)
andUnileve(Up 2.23% to N27.50).

Other Top Gaineend Losers
Some stocks recorded impressive performances during the review period; these

Capital HotelUp 127.27% to N7.8Hampion Brewerigblp 100.00% to N4.46),
Roads(Up 54.49% to N4.65ganscorpUp 50.00% to NO.75) @kdmu Oi(Up
34.1% to N20.39), while other top loserRPaimie & Coatingdown 72.32% to
NO0.93)Intercontinental Banfoown 67.59% to NO.2O, Meye(Down 67.52% to
N1.14)StarcommgDown 65.28% to NO.50)Fsbn (Down 62.09% to N1.16).

TheFSDH 40ligerianEquity Value Index (NEMBt16.28%19.92%0ssin US$
to close &48.54oints.

Contribution of banking stc A cursory look at the sectoral contribution to market capitalization as at Septer

to market capitalizati 2011, shows that the Banking sector had the highest corn2@bl&iTlas is
dopped to 29.15%

followed by the Building Materials subsector with a contributionaotl 26e15%,
September 20.

Breweries subsector with a contribution of 14.54%.

Sectoral Contribution of Banking Sector to Market Capitaliz
(Sept 10Sept 2011)

100.00%,

80.00%

60.88%
70.73%
69.05%
68.22%
64.91%
65.35%
66.45%
69.51%
70.33%
69.68%
70.20%
71.42%
70.85%

60.00%;

40.00%
20.00%/| I I I I I I I I I I I I I
0.00%
3

H Banking ™ Others
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TablelQ Sectoral Contribution to the Market Cap. fas at- Sept. 30 Sectoral Contribution to the Mkt Ca\
Sector Contribution % (Sept. 30, 2011)
Banking 29.15
Buiding Materials 26.45
Breweries 14.54
Food/Beverages & Tobacco 11.18
Petroleum Marketing 4.79
Conglomerates 3.48
The Foreign Listings 2.11
®BANKINC

Insurance 1.32 HBREWERIE ¥ FOOD/BEVERAGES & TOB,

" "CONGLOMERA1 " PETROLEUM(MARKET
Construction 0.71 ¥INSURANC CONSTRUCTI
Others 4 00 INFORMATION COMMUNICATION & TELECOMMUR  Others

A cursory look at somthefWorld Stock market performance as at September 2(
GSE Ghana wathe best
performing stock market a
9 months 2011. among the selected markets, all other markets monitored recorded negative

compared to Nigeria, shows that the GSE ASI (Ghana) was the best performin

during the period under review.

Some Selected Stock Markets Performance September &

NSE AiShare Inde

NIKKEI 225umeiexs(@ap®
Swiss Marketinde

SMS| Index(Spar

FTSE 100mdex(®

S&P 5007mde|

NASDAQ Compos"

JSE AlShare Index«(Sr
Dow Jones Industrial AVEre,
GSE AlShlare Index (Ghayr fm——

00°0¢T-
00°00T-
%00°08- 1
%0009 1
%0007 1
%00°0¢-
%00°0
%00°0¢
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Table 1. Some Selected Stock Market Indices as at Septembed.30, 201

| YTD Change (¢

| YTD Change (¢

North/Latin America Africa
Dow Jones Industrial Averac (5.74) NSE AllShare index (17.76)
S& P 500 Index (10.04) JSE AlShare Index (South isf) (7.61)
NASDAQ Composite (8.95) GSE AllShare Index (Ghana) 9.84
Brazil Stock Market Index (24.28) Cairo SE Gen (Egypt) -
Europe Asia/Pacific
Swiss Market Index (14.05) NIKKEI 225 Index (Japan) (14.94)
FSTE 100 Index (UK) (13.08) BSE 30 Index (ia) (19.77)
CAC 40 Index (France) (21.63) Hang Seng Index (Hong Kong) (23.63)
DAX Index (Germany) (20.42)
SMSI Index (Spain) (14.04)
New Listing
V SIM Capital Alliance Value Fund Plc
Delisting

V Afribank Nigefdc

V Albarka Air Plc

V Bank PHB Plc

V Daily Times Plc

V First Capital Inv. Trust Plc

V Flexible Packaging Plc

V Foremost Dairies Plc

V Intercontinental Bank Plc

V Krabo Nigeria Plc

V Nampak Nigeria Plc

V Newpak Plc

V Niger Cem. Plc

V Oceanic Bank Plc

V Okitipupa Oil Palm Plc

V Spmg Bank Plc

V Tropical Pet. Products Plc

V Wiggins Teape Nigeria Plc
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Supplementary Listing

GT Bank Plc

Niger Insurance Plc
Prestige Assurance Plc
Royal Exchange Plc
Royal Exchange Plc
Wema Bank Plc

< <K <K<K KL

FullSuspension
V Union Bank Plc

3.3 MoneyMarketind Fixed Incontgecurities

Notwithstanding the injection from the excess crude oil account amounting t
N129bn that hit the market in the earlier part of the Q3, 2011, the money mar

very tigho end the quarter, due to the following factors:

About N2,709.10bn w
injected into the mor e The restrictive monetary policy stance of the Central Bank of Nigeria (CBE
market from the mont
statutory  allocation a
excess crude account in
first nine months of 2011.

e The excessive demand pressure at the foreign exchange market

AboutN2,709.10bwas injected into the money market fromnthly statutory
allocation and excess crude account in the first nine months of 2011.

FAAC and Excess Crude (JanSEpt. 11)
400.00+

350.00+ 336.49 331.5C

300.001 285.49
250.00232.93 233.33 99473 229.40 249.54

200001 163.33

150.00 1260
100.001 [981.52 3.60 50

50.00 - 5.00

Janll Febll Marll Aprll Mayll Junll Julll Augll Sepll

B FAAC (Nbn) ™ Excess Crude(Nb
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The contractionary monetary policy stance of the CBN in the first nine month
year which included the increasetes eand mopping up activities through Oper

Market Operation (OMO), brought about tightness in the money market.

The tightness in the market led to:

e Increases in ideaink rates;

e Drops in FGN Bond prices across tenors;
¢ Increases in discount rates asutrehills;

¢ Increases in FGN Bond marginal rates;

e Increases in FGN Bond yields;

e Increases in FGN coupon rates;

l ncreases in banksd deposit rate

The Monetary Policy Committee (MPC) of the CBN convened five ordinary n
during the pediaunder review. In addition, it convened coedaxdrg meeting on

October 10, 2011. The meetings reviewed both the domestic and intern
economic and financial developmentslimr2Dihe challenges facing Nigerian

economy in the skontnediunterm.

The following are the measures announced through the MPC communiqué r
after the meetings:

Meeting dfanuary 245, 2011
U MPR raised by 25 basis points from 6.25% to 6.50%;
U CBN maintained the symmetric corrid@006fBdsis points;
U Rased the Cash Reserve Requirement (CRR) Ratio by 100 basis point
1% to 2% with effect from February 1, 2011; and
U Raised the Liquidity Ratio (LR) by 500 basis points from 25% to 30% witl
from March 1, 2011
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Meeting oMarch 222, 2011
U MPR raised by 100 basis points to 7.5% from 6.5%;
U Retained the symmetric corride260Hdasis points;
U Retained the CRR of 2% and the LR of 30%;
U Extended the CBN guarantee orbamiertransactions and guarantee of
foreigreredit lines by 3 months from June 20, 2011 to September 2011.

Meeting dflay 224, 2011
U MPR raised by 50 basis points to 8.0% from 7.5%;
U Retained the symmetric corride260Hdasis points;
U Increased the CRR from 2.0% to 4.0%.

Meeting dfuly 2526, 2011
U MPR raised by 75 basis points to 8.75% from 8%;

U Retained the symmetric corride60Hdasis points.

Meeting @eptember 19, 2011
U MPR raised further by 50 basis points to 9.25% from 8.75%;
U Retained the symmetric corrideR6DHiasisqgints;
U Retained the current CRR of 4%.

Worried about the speculative attack on the Naira, impact of the weak global ot
Nigeria and the inflationary pressures in the country. The MPC heltiremyExtra
Meeting on October 10, 2011. The Coinmiittee oncer ns warea d (
concerns about the inefficiencies of the subsidy on petroleum proebtisahd sut
operating environment; the iniatiooced;import dependency of tigerian
economyand the low real interest rate in the godwero its cautious approach to

unwinding the banking sector crisis.

In order to address some of these factors, the MPC announced the following de
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lending rates to the real se
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Meeting d@ctober 10, 2011
U MPR increased further bybagts points to 12% from 9.25%;
U Retained the symmetric corride20Hdasis points;
0 CRRincreasing from 4% to 8%;
U Net Open Position (NOP) reduced from 5% to 1% of shareholders funds.

FSDH Research had recommended adomneahconventionatetiods in
dealing with the attacklmNaira and the use of Open Market Operation (OMO)
reduce the temporaxcesdiquidity ithe market. We noted that raising the MPR
may result in higher cost of borrowmoagpioratewhich will limit credit casand

increase finance cost.

According to the MPC, provisional data showed that the growth in broad money
the first eight months of 2011 relative to December 2010 was 8.55%, or 12.82
annualized. Aggregate domestic credit (net) gré&@%yinlAugust 2011 when
compared with the level in December 2010. The growth in aggregate cre
accounted for by the increases in credit to the Federal Government and the
sector. The MPC noted that with the banking crisis approackswutidmabith

the recapitalizatioof banks, it is expected that banks will increase lending o

integration issues are concluded.

FSDH Research maintains that concerted efforts to overcome the critical infra:
challenges in the country wilremstegime of sustainable low lending rates to tt
real sector of the economy.

TheNigerian InteBank Offered Rate (NIBBRpwed an upward pressure during

the period under review, due to the continued restrictive monetary policy stanc
CBN.
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NIBOR Yield Curve as at Sept. 30, 2011 & Dec 3
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Theaverage-day NIBOR fc Looking atday NIBORor 9 months 2011, the rate closed hifjhe§78&p from
9 mom.hs’ 2011 was 1.0'8 9.67% as at the end of 2010. The lowest rate recorded in 9 month82%d4 was
while ti was 3.99% in
months, 2010. against 3.38% in 9 months 2010. The haghescorded wh3.96%n 9 months

2011, up from 9.4R%8 months 2010.

The lowest rate was recorded in January 2011 due mainly to the facbéme the in
market was relatively liquid until the commencement of the restrictpa@icyonetal
stance of the CBN. The highest rate imddyeNMBOR was recorded in June 2011.
The average rate for 9 months 201D 88%owhile it was 3% 9 months 2010.

A review of tig8®day NIBORhdicated that it closed 9 months 203.2%%clown
The average 90ay NIBOF
for 9 months, 2011 w margindy from 13.71% as at the end of 2010. The lowest rate recorded duril
33'050$; ngici)t was 9.33¢ period wa$1.08%s against 5.75% in 9 months 2010. The highesti&6¥as
montns. .
down from 16.13% in 9 months 2010, while the average rate recorded in 9 mon
was13.05%up from 9.33% recorded in 9 months 2010. The impact of the ex
crude oil revenue injected into the market in the earlietypa@ldbweredhe

90day NIBOR in 9 months.

3.3.1 Treasury Bill Transactions
The CBN offered496.86n At the primary market auctions for gavesemgities, the CBN offsi4@5.85bn
worth of 3eday NTB i .
month=2011, higher b.9%6 worth o864day NTBn 9 months 2011, lowe3h93%rom N375.85bn offered in 9
from 1875.86n offered i® months 2010. R66.60%evel of subscriptidw],272.33bmvorth of bids was
month010. subscribed in 9 months 2011, while N8ldeffdsentg a subscription level of

256.60% in 9 months 2010 was recorded. ANS®&@l4ifbworth o0864day NTB
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was sold, higher ®¥.54%rom

364Day Bills
N255.85bnsold in 9 month1:400.000 1.272 331
1,200,000
2010. A total855.8Bbnworth 1,000,000
.. 800.000- 811,612
of 364day NTB was repano '

. 600,000 4= 505,40¢€
the system, leading to a | 400,000- 375,84¢ )55 gt
ouflow 0fN149.5Bn from this 200:000°
segment of the market. Amountissuer  Amount Amount Sols

Subscribed

B 9Mths 2011 9 Mths 201(

A total oiN802.66brworth ofi82day NTBwas offered, up KB.47%over
A total of 802.66n worth o

182day NTB was offered, N677.52bn offered in 9 months 2010. The level of subscription over the amoun
by 18.4%0 over BI77.58n was 244.69% as N1,964.03bn
offered iB month2010. 182Day Bills

worth of bid was received. T 2 500,000,
sale in 9 months 2011 w2,000,000 1,964,02¢
N884.60bnup by33.47%from 1,500,000 1,566, 28:
N662.79bsold in 9 months 201 1:000:000) 89265 Ggacoc
A total di703.5Bnworth of 182 500’000'1 i

day NTB was repaid into th Amountissuec  Amount  Amount Solc
) Subscribed
system, leading to aaétow of M9 Mths 201: ¥ 9 Mths 201

N181.0Bnfromhis segment of the market.

At the 9#lay NTB auctions, At the9l-day NTBauctions, a total 647.65bmas offered, which represents an
total of BK47.6Bbn was offerec increase of 131.52% from

which represents an increas . 91 Day Bills

1315% from  ®79.7Bn N279.74bn offered in 9 mor et 16

offeed i@ month&010 2010. The level of subscrip' 1,200,000 T

1,000,000;
was 176.20%as N1,141.17bn 800,000 647,65¢ I9176C 760,03¢

- . 600,000+
worth of bids was receivetal T 400‘000_179]735 I79'73E

sale in 9 months 2011 w 200,000

N760.04bmip by171.70%rom © Amountissuec Amount Amount Solc
. Subscribed
N279.74bnsold in 9 month:
2010. A total W625.65bworth % 9Mths 201199 Mths 201(
of bill was repaid leading to a net outl@®@4a38bim 9 months 2011 through 91
day NTB.
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The lowest and the higt
discountrates in the peric
were 9.01% and 11.25%
against 1.90% and 8
respectively in 9 months 201
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The averagesdobunt rate on tB65day NTBn 9 months 2011 v@a88%while it

was 4.28% in the corresponding period of the preceding year. The lowest ¢
highest discount rates in the perio8.@&¥#and11.25%s against 1.90% and 8%,
respectively in 9 mor20%0.

The average discount rate oh8Bday NTBn 9 months 2011 v@as1%while it
was 3.56% in the corresponding period of 2010. The thedstjlaest rates in the
period weré.79%and10.85%as against 1.53% and 7.B&%rded respectively in
the corresponding period of 2010.

The average discount rate oflttday NTBn HY1 2011 w&805%higher than
2.49% in 9 months 2010. Thestaamd the highest rates in the period.8¢%e
and10.23%as against 1.04% and 6.6886rded respectively in the corresponding
period of 2010.
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