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EXECUTIVE SUMMARY

WorldEconomidsrowth

The current global econameitdowwhichhas its roots thefinancial crisis production by 1.5 million barrels per day with effecrtber Np2008 and

thatstarted in the United States of America (USA) may not improve ¥nih&nced a further cut of 2.2mb/d in its December 17, 2008 during its r
financial crisis is not dealt Wi IMFevieddowmvardsts earlier forecast Oran, Algeria in order to show commitment to stabilizing the world oil 1

for Global Economy in 20@8€ichis expected to contractO®?6 This
represents anajordownward revision from the November 2008 W Eyternal Reserves
Economi®utlookJpdate and a decline over the gr@®wkasf 2008.

Available data from the Q4, 2008 Economic Report opih¢h€Rjxbss
external resers figure d1S$52.82brepresenting a drop of 14.9% over
) . . ) . US$62.08bn position as at Q3, 2008.The report did not comment c
Fitch Ratgs awarded BB- Sovereign Rating to Nigee@ininthe same  nymper of months of insgibe external servescould accommodate. The
ratingas at 2006 he report which was released on May 28, 2008 stated {igks external reservematatuS$59.16bin the second quarter of 2008,
Nigeria obtained a sovereign ratBi, clame as it wasthme year 2006. compared with/S$59.76brin the preceding quartene drop in the

Ni g estrangafidamcial ratiosehesntinued to improve as a result of highe&ommodity prices especially oil, was responsible for the sharp drop
oil prices and prudent management of oil windfalls. external reserves.

Nigeria RetainBB- Sovereign Rating

GDP Unemployment Rate

According to the Central Bank 0 hccolihghtiohafBuréafrRaistics (NBEhenBIdyinefafe $n Nifefid S -
Product (GDP) grew in 20084%#/as against the growth ra&485%n as at March, 2008 was estimatet&01%The reportvas theesultof the

2007 Even though the performance of the economy in 2008 was good bietieial pduction of unemployment dattegpby the NBS. Economic
light of the global economic recession, it fell below the target of 9.8% @5p\¥iB of a nation will continue to be hangpéaege portion ofits
yearAccording to the National Bureau of Statistics (NBS), the structure WPfki@gpopulation continues résnain unemploy€the poor state of
Nigerian economy asDecmber 2008 (provisiotialterms of sectoral 'tﬂferﬁisgt;luﬁﬁluerﬂ&i?gﬁgg;g’;ﬁer continues to be the major reason for
contribution to the GDP Aggiculture: 42.07%; Maratfaing: 4.13%;

Solid Mineral§:31%; Telecomm/Postal Servige%; Finance &  |nflationRate

Insurance:3.79%; Bding & Construction:1.83%;Hotel and

Restaurants:0.46; Crude Petroleum & Natural Gas:17.54%; Wholesal&heConsumer Price Index (foPthe month of December 2008, released

and Retail Trade:17.3a%@Others: 9.63%. the National Bureau of Statistics (NBS), showed that the iffiationmrate
year) in Nigeria increaseti5té0%rom14.83%ecorded in the month of
Telecommunicatisrindustry November, 2008 and up &6%as at December, 2007.ifbeease in the

index was caused mainly by the increase in the prices of some stapl

The deregulation of the telecommunications sector over the last few yed@Tiadransportation and miscellaneous services. Between June 2006 ar
been largely positive, giving rise to increasedf lgvislate sector 2008Nigeria celebrated a consistent single digit inflation rate.
participation; increased range and quality of services available to users;

effective reduction of costs of acquiring and using the services; increash%xlw&al Debt

playing field to service providers via the removal of bottlenecks éxtherto creat . . .

by the monopoly operator and creation of direct and indirect emplo le information from the Debt Management Office (DMO) shows tf
opportunities for skilled, skitied and unskilled citiZBns market share of ~ (otal external debt stock as at December 31, 2008JS$8¢720.36mn
the GSM operators in Nigeria as at December 2008 Mrigeria The breakdown of the debt show$ @Bias owed to Multilateral (which
Communications Limited40.54% Zain Limited (formerly CELTEL): includes V\l_orld Bank Group, IiteraaFund for Agnculture_ll Development
30.20%Globacom Limited: 28.11%: EMTS Liniteding as Etisalat: (IFAD), African Development Bank Group and Economic Developmen

0.70%: and Wel Limited:0.45%. (EDF). The balanceld{72%vas owed to NBarisclub Looking at the
' external debt by economic sector, Health & Social Welfare accounted
Crude Oil Price highestfigureof US$590.84mmepresenting5.88%of the total. This is

closely followed by Agricultl88533.24mmapresenting 14.33% of the total.

The crude oil market experienced volatility in 2008 due to risks over possible .

future demand patternschvivere skewed towards the downside as a restfomestic Debt

of the global financial and economic crises, fuelling recession in most of the

developed econesii The OPEC Reference Basket (ORB) price roseds a8t ~December 2008, DMO put t
US$140.73/m early July and dipped to the lowest R$38f36/lon N2,320bnThe breakdavof the total _debt stock §h0v_vs that the FGN_ Bon
Decembe24, 2008The average price for the ORB between 2002 and 2008Gsounted fdN1,445.56bmepresenting2.30% Nigerian Treasury Bills
US$5/4 while the average in 2008 is US$94.@87EC responded to the (NTBS) accounted fd471.929bnepresenting0.34%;Treasury Bonds
declining oil prices by cutting
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accounted fdW402.258bmepresentindg7.34%and Development Sgsock A cursory look #te intebank rates shows ti¥aday Nigerian InteBank

accounted fol0.52bmepresentir@ 02%. Offered Rate (NIBORB) 2008, closed higher4a80%rom12.83%s at the
. . end 9months, 2008 4ad8%s at end of year 2007. A review @G-day
Foreign Portfolio Investments (FPIs) NIBORnNdicated that it closed the year 2068 a%6rom14.83%as at the

0,
Available data from the Nigerian Stock Exchange (NSE) indicates thate&gs%ﬂwomhs 2008, &t@l43%s at end of year 2007.
the huge outflow from the stock market especially from panic sales, foreign . ) .
investors continueddemonstrate confidence in the Nigerian economy déinj€ Primary market auctions for the government securities, CBN

the year. N205bnworth of364day NTBin 2008, lower Hy.69%romN249.04bn
offered in 2007. A tot&lh290.71bmorth o£82day NTBvas offered, up by
FGN Bonds 104.62%vemMN630.80bnffered in 2007. At Selay NTRuctions, a total of

N250.82bwas offered which represents a decrd@sgs88fromN435.32bn
As at the end of year 2008, the DMO, on behalf of the Federal Goverrgn%ﬁé}fin 2007.

Nigeria (FGN), offered a tokhtbbrworth of FGN Bonds, dowiBHy1%

from a total 6f592brofered in 2007. The total subscription in 2008 wagreign Exchange Market

N855.14bndown by26.79%from N1,167.14bisubscribed in 2007. The

subscription level in 2008 stob66a®%, whichwas 31.1%ower than the  Available data from the CBN indicateth¢hadtal foreign exchange inflows
subscription levell6f7.15%ecorded in 2007. The total amabBE@N Bond and outflows through the CBN for 2008)8&48.31band US$44.19bn

sold and allotted in 2008 M&84.18ba decrease 46.52%verN592bn respectively, representing a net inflis$sfl2brRelative to the respective

sold in the corresponding period of2@0Fighest coupon rate -gead levelsof US$35.44band US$24.35bim 2007, inflow and outflow bgse

) . . 39.15%and 81.43% respectively. The increase in the inflow was attribu
FGN Bonds issued in 20081d:at0%While the lowest coupon rate on 3Iargely to increase in oil receipts, while the increase in outflow was att

year FGN Bonds issue8(08 wag% 9.50%was the highestupon rate  |argely to rise in WDAS utilization and other official payments.

on the year FGN Bontiis rate was higher than the highgson raten

the Syear FGN Bond issued in Z0G7lowest coupon ratsgear FGN  The analysis of the transatio the official foreign exchange segment of tl
Bondsissued 2008 wa®.45%The highest coupon ratdOyear FGN  market i2008showed that the CBN offered a tot&$6{290mimrough the
Bond issued in 2008 wag.75%as against the highest coupon rate dfVholesale Dutch Auction System (WDAS), a decsd&@¥wofer the
11.03% ohOyearFGNBondin 2007, while it vea85%n 2007. The lowest US$11,710nvffered in 2007.

coupon rate dftyear FGNBondissued in 2008 wiE& 70%
The value of the Naira rexbeddepreciation18£26%14.83%and12.37%

Equities Market in theinterbank, parallednd theofficial marketsrespectively. However, in
2007 the value of Naira appreciated in all the three segments of the mar

The equities segmehtthe Nigerian financial market had a tunantlious 2.58%, 2.058fmd1.39%n thenterbank officid andparallerespectively.

unimpressiwearinall its performance indicators in B0®&quities rkat

returned an appreciatioRlin2008, as it gailBe89%o close #3,016.56  Outlookfor 200

points. Howeven, Q2 2008 the NSE-8Hare Index (N®E&I) recorded

negative return 262%o close &5,94%oints. In Q3, 2008, the NSE As|WWorldEconomy

recorded a negative returh70f0%o close at 46,216.13 points, while it
closed at 31,450 points with a negative re@Ir956fin Q4, 2008. The highlights of the consensus from the International Organizations sucl

. o S . Id Bank, International Monetary Fund (IMF) and OPEC on the outloo
Cumulatively, the equities segment of the Nigeria financial market rec%/%)rigzonomy in 2009 THine: worléconoms projectedo contracin the

loss o#t5.77%t the end of 2008. The NSE ASI recorded its highest angiafl, o6 204t00.5%the lowest since World War II. With continued efforts
time high @6,371.2points oMarch 05, 20G8ter which the index trended ease credit strains as well as expansionary fiscal and monetary polici
downwards to end the year. global economy is projected to experience a gradugl ire@d10 with
growth attaining 3%.
Money Market
The most affected sectors are the economies that were the most dy
In 2008, the MPC of the CBN reviewed the MPR upward twice in linetWiaiy urbdrased exporters, construction, mining and manufacturing.
monetary poliopjectivéo reducdiquidity in the system which the CBN said ) ] o )
was a threat to the sustenance of the single digit inflation rate. In addifioll,$he 9! ©bal ~financial crisi septibeay
CBNembarked on aggressive-mdpom the money markete money ~Countriesthreateningo weaken recent economic gains and to create
market ended the year on a tight note, consequently, rates leaped to chS¥BR@RSionate crisis. The crisis will hit the low income countries mainly
year. The current global economic and financial crises contributed to thd féGigiffS financial problems in advanced countries trigger recession
tightness witnessed in ther yemler reviewdeanwhileFSDHResearch ~ dampen demand foirts from leiwcome countriesidain some cases, per
maintained at that time that inflatMigeriavas not a monetary phenomenaC@pita incomes may disappear. Commodity exporters will be hit hard, faci
but an imbalance in supply and demand occasioned by infrastructural préBéh§XPort volumes and lower prices.
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The financial markets are expected to experience strain in 20091 In advantet appear s t hat the fihohasmduteady
ecaomies, market conditions will likely continue to be difficult until forceful patigyificantly as a result of the massive sell off of financial assets |
actions are implemented to restructure the financial sector, resolve tfI€ign investors since Q3, 2008. Therefore, we expect the de

uncertainty about losses, and break the adverse feedback loop with the Slo\mﬁsure. on the foreign exchange rate to moderat.e. The situ
real economy surfounding the fundameaofaheNigerian economy, especially from the

external sector will make us believe that there will still be a fu

depreciation and devaluation in the value ofayaba up 0% from
The ihancial crisis will increase the debt issuances by the developed countriﬁ.fepcurrem level. We therefore project :n exchangpg rate in fthe rar

crowding out many developing country borrowers, both private and pubN@.5aN165/USS$ih the official market.

Developing countries that caacstisdinancianarket face higher borrowing « The current credit squeeze in the market, depreciation/devaluation,

costs, and lower capitBibws, leading to weaker investment and slower growthdemand as result of the global economic crisis, and high cost of

in the future. business in Nigeria are detrimental to the real sector of the Nig
economy. However, urgent fiscal and monetary policies targeted

Foreign direct investment is expected to fall by 20% in 2009 while remittantP@Rortant sector of the Nigerian economy will go a long way to

from citizens working abroad are likely to fall, and aid flows are potentiall lﬂer!a achlt_ave a.S”?‘ta'T‘ak?'e growth. .
. . . e A veritable financial institution that the CBN can use to increase acc
jeopardy by budgetsprges in donor countries.

credit among the small and medium scale industry in Nigeria is the
. . . . . Finance Banks. In order to achieve this, the CBN need to intensify its
The world oil demand in 2009 is projeteiilaib/a decline df.18%rom in capacity iding for the industry operators.

the demand 86.62mb/decorded in 2008. Meanwhile, thORBEG supply  « We expect a GDP growth rate of bei¥saar5%in 209 if the current

is projected &5.5mb/dan increase df.28%from the 2008 supply of economic management team can put in place strong economic fram
54.8mld. OPEC members are expected to cover the remaining demand dhat can support the agriculture and the manufacturing sector espec
29.1mb/@ decline & 83%rom th&0.9mb/dh 2008. the areas of improving infrastructure and access to cheap funds.

Optimistic price of oil in 2009 is projeti&@&¥/iwhile the pessimistic is Fixed Income Securities

projectedroundJS$3%. . . o .
e We expect that the CBN will continue with its expansionary mon

policies t o increase i quidit
combination ohiform end of financial year for banks, and the bud
) ] ) ] ) o deficit of the FGN in 2009 will drive up iaterest

The curregfiobal economic and financial crises have serious iroplications , 5 cursory look at the FGN Bond issuance calendar for the Q1, 2009
performance of the Nigerian economy in 200ieTiaesituation may be that most of the bonds that will be issued in 2009 -njieriagre
more critical than the situation in most of the advanced economies becausg,@bnyhile, the expected high interest rate will cause the bond pri
the fragility of the Nigerimm@my which dependéniyan oil as a source of drop and Iéad to an increase indnd yield in 2009.

foreign exchange and from where the bulk of its revenue is derived. o For liquidity management purposes, we expect the CBN to contir

issue Nigeria Treasury Bills (NTBs) at low discount rates. Inttiew of tl
Bi¥tountates on Nigerian Treasury Bill®aesn appropriateasure to
gauge ierest rate in Nigeria.

V!\fle expect the CBN to lower the MPR from the currént ¥del8db

to signal relaxed monetary policy.

expect to see volatility in théamierates duritigeyear, and most

of the timave expect that the interest waliesend upwards.

The Nigerian Economy

Looking at the consensus on the price of oil in 2009, we expect a huge dro
the federally collectible revenue, leading to a dramautti of money to be
sharedamongst the three tiers of govertimeagh the Federal Allocation
Account Committee (FAAC). In another development, the projected drop in
price of oil and other commaodities will have a negative impact on the gurrgnt
aaount position of the country.

e In order to function well, the FGN will run a budget defsd of over
GDP (current price) hi g83%%ftheh an
GDP.

e We expect the gross domestic debt to increase3s¥abodl#, 12bn
from N2,320bn as at December, 2008. We expect the increase to toragordinated fiscal and monetary policies directed at improving the fi
fromissuancef medium to long term FGN bonds. This will have the effecind economic health of the nation will set the tone for a real recovery

equine%MgrQGYSernmentos projection of

of crowding out the private sector of the economy. equities market. Meanwhile, we are confident that theccooraic

e The devaluation mofi¢he CBN, supply bottleneck oothery caused management team will recommend policies that will lay a solid four
by deficiencies in infrastruespecially transport netwgokverand for the economy. _
high propensity to impuitt continue to leave inflation rate at double digit. While most the stocks quoted on the NSEuadpeaalued in terms of
Our range of inflatiatein 2009 i$2.5%14.5%yearoni year. currentand forecast earnings; based on historical performance, the

e The proposed deutaion of the down stream sector of the oil and gas Year forwerattractiveness of these stocks depend on the performanc
industry should lead to a lower pricing regime for the petroleum product$hf macro and global economy. _
the country. We hold this view because of the competition that wilt setWe expect corporate earnings of companies quoted on the floor of th

and the drop in the price of oil at the intarnzditet. to decline 2009, as a result of high cost of funds, exchange rate losse
« Prime lending rates in the economy may remain very high as a result of thgreasing ravision for ngerforming assets; especially for financia

FGN6& s stakbudgee deficit in 208&h its attendant effect of institutions.

crowding out the private sector. e We expect high interest rate in the money market especially for te

funds to impact negatively on the equities market especiadhoin the ¢
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low liquidity for trading intieguas funds may likely move to the money Forecast for 2009

market for the high interest rates.

While we advise investors to take medium to long term positions in th
market, we observe that there are opportunitieséamsinading in the

market. Ira period likehis full of uncertainties, we strongly advise 4.065.00
investors in the capital market to investstogksof companies with 12.514.5
sound management and good products that can generate and sustain i 4.16
cashflows. Such companies can increase investments imtméang r
recovery starts and the levelnfiieace in the economy improots, 3.13
domestic and internaticstabks magottrade athe current prices for 3550
many years to come. 150160
8.00
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1.1 World Economic Growth

The current global econamitdowwhich has its rootshefinancial crisibatstarted in the United States of America

(USA) may not improve if the finasoed are not urgedsglt with. According to the update of the World Economic
Outlook (WEO) of the International Monetary Fund (IMF), release@&n2088udMF believes that economic
recovery wil/ not be possible unti/l the finemesci al S
that new policy initiatives are needed to produce credible loan loss redugmif@ig@opanies according to their
mediunrterm viability; and provide public support to viable institutions by injecting capital and carving out bad ass
Monetary and fiscal policies need to become even more supportive of aggregate deithéndtandesagaithe
foreseeable future, while developing strategies to erAsune fisegl sustainability. Importantly, international
cooperation will be critical in designing and implementing these policies.

Revising down its earlier forecasola Gconomy in 2009, IMF said growth is expected.564aktent when

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

2008 WEO Updated a decline over the grov8esin 2008However, it noted that with continued efforts to ease

credit strains as well as expansionary fiscal and monetary policies, the global economy is projected to experien
gradual recovery in 2010, with growth picking up to 3%. It added thattitghlgullocdetiain, and the timing and

pace of the recovery depend critically on strong policy actions.

Looking at financial market, the Fund projects a stressed year for the

financial markets in 2009. According Eandin the advance

economies, nkat conditions will likely continue to be diffict In emerging economies,
forceful policy actions are implemented to reform the financ fi . ditions will lik
resolve the uncertainty about losses, and break the Inancing conditio

feedback loop with the slowing real ecdmorewnerging remain severe for somedin
economiedinancing conditions will likely remain severe fo especially for corporate sec
timé® especially for corporate sectors that have very high .
requirementBVIF attributes the collapse in commodityoptiee that have very h|gh rollov
drop in global demarkhe IMF's baseline petroleum pr requirements

progction has been revised down to US$50/b for 2009 an

for 2010 (from US$68/b and US$78/b), respectivelW
November WEO Update adding that metals and food prices have

also been marked down in line with recent developments.

It warned that undlee current realities, timely implementation of fiscal incerdileoactoasge of advanced and
emerging economies must provide a key support to world growth given that the current projections are predicat
strong and harmonized policy actimhshaany delays will likely worsen growth prospects. Fiscal stimulus packages
should rely primarily on temporary measures and be formulated wihim fisedidrameworks that ensure that the
envisaged builg in fiscal deficits can be revassedonomies recover and that fiscal sustainability can be attained in
the face of demographic pressure.

In its recent reportido™ he | mpl i cations of -ltrhceo nel oMoy IMEBEidrbasn c(i Lall Cs
global financial crisis is etggeto have a major impact emdome a@untries (LICs), especiallyjumS8haran

Africd and urgent action is required by LIC policymakers and the international community. According to the rep
twentysix LICs appear particularly vulnerable tdotbeng crisis. These include countries heavily dependent on
commodity exports, such as oil exporters, as well as fragile states with little room for maneuver.
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Inanother developmeimé Januar20® edition of the Monthly Oil Market Report of ttratman the Petroleum

Exporting Countries (OPEC), indicated that the forecast for the global economy in 2009 hashbés?@educed

basis points to 1.3% as major Organization for Economic Cooperation & Development (OECD) region slip deepe
recession and economic activity in developing countries and China slows sharply. US labor market conditions deter
further in December, 2008, with the unemplatanesing to a fiftgear high of.2%.The Federal Reserves

lowered its targeteréo between zero and 0.25% and China cut ityda@ylending rate to 5.31%, the fifth reduction

in three months. Chinese exports fell by 2.8¥ygagrthe second

monthly drop. The World Bank is forecasting world trade volumes will drop
2.1% ir2009, the first decline in 25 years.

FSDH Research believes that the best time for Nigerian ¢«
management team to act is now. Policies should be targeted at
both financial and economic activities in the country in order to ave
financial and economic crisis. In managing the financial crisis in
term, we do not support the view that government should spend
propup share pricésas this will amount to not addressing the funda
issueof credit squeeze in fystem. Our recommendation: CBN sl
inject long term funds into the Nigerian financial system byeauy
bonds from Nigerian banks. Th
money and ultimately increase disposable income of consumers.

FSDH Research does not suppc
the view that government shou
spend money to pigp share
pricesi as this will amount to nof
addressing the fundameistale
of credit squeeze in the systen
Our recommendation: CBN shot
inject long term funds into th
Nigerian financial system by buyii
5year bonds from Nigerian bank
Thiswillinmes e t he ba
to create money and ultimate!
increase disposable income «
consumers.

1.2 Ngeria Retains BBovereign Rating

Fitch Ratings awarddgBaSovereign Rating to Nigeria, retaining the
rating. The report which was released on May 28, 2008 stated tt
obtained a sovereign ratiBBosameas it was in the year 2006.9 e r
strong financial ratios imgrasea result of higher oil prices anchprt
management of oil windfdidgeria s p u BDRA ratio &R .&%nt2007
was much lower than3486 BB6 medi an, and

l\ , exte
debt ratios are angst the strongest otbits rated by Fitch Ratings.

Meanwhile, the local currency vedisigpgraded t6 B Boind BB,

reflecting the impressive development of domestic debt market since the
rating was first assigned in January 2006. Theesatingddthe

Nigeria economy asst adbnde 6not ed the governm
fiscal management. The rating should provide the private sector with
efficient access to international capital markets and increase both foreign
direct investments and foreigtfolim investmenttn a similar
development, Standard and Poor (S & P) a&3Bigioelligeria on

account of greater fiscal flexibility due to a much reduced debt burden
and high oil prices. S & P said the rating was in view of new initiative to
supporthie growth and transparency of the domestic bond market and
improve availability of teng funding for the public and emerging

A

Ni geriads str
improved as a result of higher
prices and prudent manageme
oil windfalls.
GDP ratio at 12.592007 was
ower th

much |

median, and the gross and n€
external debt ratios are among
strongest of all credits rated by

private sectdr.f t he current <crisis persis
rating will be maintained.
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1.3 GDP

Accordingtbh e Cent r al Bank of Ni geria (CBN), Bl4lfpesr i ads
against the growth raté.45%n 2007. Even though the performance of the economy in 2008 was good in the light of
the global economic recessionpilil the targetQo8%for the year. The growth in the economy was driven largely

by noroil sector, while the crisis in the Niger Delta area and the current global economic & financial crisis which le
reduction of Ni g e r irgadisatiom of @etrolaum iExpartingg @oontries (APEC), tlirhited tH@
contribution of the oil sector to the GDP.

According to the National Bureau of Statistics (NBS), the structure of the Nigerian economy as at December
(provisional) in terms of sedordtibution to the GDP Aggiculture: 42.07%; Manufactudntf3%; Solid
Minerals€0.31%; Telecomm/Postal Services:2.90%; Finance & Infuv&36eBuilding & Construction:1.83%;

Hotel and Restaurants:0.46%; Crude Petroleum & Natural Gas:17.%28aleVihdl Retail Trade:17.33%d
Others9.63%.

Currently, more than 95% of the countryds foreign e
oil. In addition, the economy has a very high propensity for imported gooderplteapderihe price of oil in the
international market as a result of weak demand from the industrialized nations aitlékposieiakiNigaria as a

result of infrastructure deficiency are responsible for the recent depreciation aledaiubsembetvalue of

t he c ocuuemdy.rTigedrent administration is making efforts to diversify the productive base of the economy so th:
the economy is less vulnerable to the international oil price volatility. The governmethisistaddotssineg
implementation of itpadint agenda.

According to the Nigerian Export Promotion Council (NEPC), Nigeria can boost its economyibexipordimnote non
the following areawmanufacturing; processed foods, vegealslpsessolid minerals; handicrafts; services;
agricultural commodities; horticultural produsteramateuticals. TB®P valued at current market wease
estimated at $27.93trn as at Decemban200@asaver

$22.91trrecordeth 2007.

If the epileptic power supply in t

FSDH Research demgtflaQequate infrastructures cowntry can be resolved, Nigeri
put in plze, backed up witheright regulatory framewc

other areas where Nigeria can generate foreign el ciledtleReIsRE el SR ORe (o) FIETEIR] S
includeentertainment and tourism. an average of 12%.

Between 2003 and 2007, communication sector remaiied the
fastest growing sector in Nigerian economy, recording an average growth rate of 311.46%, while oil & gas recorde
lowest average real growth rate of 3.52%. Meanwhile, Agriculture remains the largest contributor to the GDP in N
The downstream seofdhe petroleum industry remained comatose andythelieduor imported refined petroleum
products for domestic and industrial operations. Meanwhile, the Federal Government has awarded the contract f
Turnaround Maintenance (TAM) of the Radiniveg and Petrochemical Company (KRPC). Port Harcourt Refinery
would undergo TAM in 2009, while Warri Refinery is slated/éon@@lthat if the epileptic power supply in the
country can be resolved, Nigeria should be able to grow its GER2gebah2%6.
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1.4 Telecommunicatisindustry

The deregulation of the telecommunications sector over the last few years has been largely positive, giving ri
increased level of private sector participation; increased range and qualigvafabkrviosers effective

reduction absts of acquiring and using the services; increasing level playing field to service providers via the remov
bottlenecks hitherto created by the monopoly operator and creation of direct and indicggioetapitgsnéor

skilled, serskilled and unskilled citiz8ihe installed capacity in the industry as at December, 2008 stood at
112.733mriThere wer64.296n active telephone lines represesitvigf the installed capacity while there were
48.43mnurused capacity represermtBigof he installed capacity as at DecemberTRB8GR:tive lines were made
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up of mobile(GSM:56.935mrrepresentin94 mobile (CDMA) A
6.052mrrepresenting’ and fixed Wirele35307mrrepresentingf \

2%.

In terms aSubscriber base as

The market stieaof the GSM operators in Nigeria as at Dec

2008 areMTN Nigeria Communications Li#ited%Zain Limited at December2008, MTN
(formerly CELTER(:20%Globacom Limite8.11%EMTS Limitec Nigeria led the GSM mark
trading as Etisalaf70%andMTel Limite®.4%4 The market sharc controlling 41%, Visafone le
of theCDMA Mobile operators as at Decembear@@@fone the CDMA Mobile marke

Limited®6.45% Multilinkelcon32.83%; Starcomms
19.11%nd RelianceelecomReltell1.62%dMeanwhil¢he market

LimiteC controlling ~ 36%,  while

Starcomms led the Fixei

share of the first five Fixed Wireless operators as at Re68 . .
are: Starcomms Lim@8di5%;MultilinklelconT.42%; Reliance Wireless Market controllin
TelecomgReltels.98%:NITEL4.49%Visafone Limitd9%while  64% of the market.

other operators accoud®88%f the market share

A review of the telecommunication market as at Decelsfhmmszk J
that MTN Nigeria Communications Limitécd thehighest Y

subscribemmongtthe GSM operatosileVisafone had the highest subscriberstim@PMA Mobile operators

andStarcomms had the highest attbegixedWreless operators.

Market Share: GSM(Dec. 20p8

EMTN B Zain HGlobacom ®M-Tel B EMTS

Market Share; CDMA Mobile Operators (Dec. 20

B Starcomms ¥ Visafone ¥ Multilinks-Telkom B Reliance Telecoms (Relte

Market Share: Fixed Wireless(Dec.200

B Starcomms Limited ¥ Visafone Limited
B Multilinks-Telkom B Reliance Telecoms (Relte
ENITEL B Other Operators

Telecoms Installed Capacity in Nigeria(Dec. 201

B Used Capacity B Unused Capacity
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Teledensity which meastime proportion of telephone lines in relation to the population in the codbtBg%tood at
at December 2008 up 26r@8%s atDecember, 2007.

50

Teledensity in Nigeria(20G2008)
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15 Crude Oil Price

The crude oil market experienced volatility in 20@8lduevier possible future demand patternsemehsiewed

towards the downside as a result of the global financial and economic crises, fuelling recession in most of the deve
econones. The OPEC ReferelBasket (ORB) price rodd3840.78 in early July and dippetthéolowest price of
US$33.36/lbn December 24, 200Be average price for the O&®Been 2002 ag@008 isUSH4b. OPEC

It is enlightening to notbat the
average oil price for the year

2008 was about US$94b48his

is higher than the benchmark of

US$5® the Federal Governme
of Nigeria (FGN) used to prepa
the budget 2008.

respondetb the declining oil pricgsutting production by 1.5 million
barrels per day with effect Momember 1, 2008 awthounced

further cut of 2.2mb/d in its December 1@u@fg8its meeting in

Oran Algeria in order to show commitment to stabilizing the world oil
market.In spite of the measures adopted by @R#i{Ce maintained

a down wd trend in the second half of the kisaha® subjected the

oil depena countriedike Nigeria to eternal shocks. It is however
enlightening to note that the average oil p688feas about
US$94.4B/ This is higher than the benchmd&$6® the Federal
Government of Nigeria (FGN) used to prepare the budget 2008.

Nigerian economy received a ibpabst first half of the yeterms of

revenue from crude oil as the price of petroleum productsttrended up
attain a record higtsDH Resmrch notes that the crisis in the Niger
Delta area of Nigeria that caused production destructions prevented
Nigeria from taking full advantage of the rise in the oil forgtiesilh the

year. Nigeria was not able ttupeop to the target produdteels

but complemented the shortfatouctiorwith high price of oil.

However, there was a sharp reversal in the upward trend due to the destabilizing impéoarofathendlobal
economic criseOPEC Data showed that the daily baskett gnicle oil in the international market ended the year at
US$35.58/lmown frotdS$90.82/is at the end of the year 2007.
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The monthly Oil Martagiort of the Organization of the Petroleum Exporting Countries (OPEC) ethiorary 2009
indicatedhatcrude oil prices remained volatile as the weak global economy was seen as undermining demand gro\
However, reduced OPEC supply followed by OPEC Conference decision for further production adjustments helpec
the downward slide in prices by théthedhwnth.

Meanwhildéollowing the decision of the Organization of Petroleum Exporting Countries (8RBE) vt M8

meeting in OraAlgeria to cut production by additional 2.2mb/d, Nigeria produstsmedquotal to about
1.584mb/dt arting from January, 2009. According to dat a
November, 2008 following a production cut of 133,00
crude oil export will dip.td618 4 mb / d . This is against the Federal Go
20009.

FSDH Research maintains that ©&EGo very little @gertupward pressure on the price of theodrindehe

international miat through the productioframits members. If teésexcess demarttie NOGOPEC membessl

gladly fill the gafhe lesson for Nigeria to learn from the sharp drop in the price of oil at the international market , fr
whereNigeria derigemore than 90% of the foreign myehadover 85% of its revenue smiftlycome up with

strategies to diversify the productive base of the country away from oil. This will ensure that our ecomomy is less vulr
to external shockssing from petroleum prices

Daily Oil Basket OPEC J&ec. 2008
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16 Unemplognent Rate

The National Bureau of Statistics (NBS) put the provisional figure for unemploymentlrht@otad\igdiarcth,

2008. The figure was contained iratiabhiproduction of unemployment data reported byNteahN@38le, FSDH

Reseatt believes thadlhe current unemployment fgiimeldoe higher thakil.8%ollowing job cuts in the country,

owing to the global econameitdowrEconomic growth of a nation will continue to be harargegibportion of

its working populati@ntmues to remain unemployedre@iBen for this ot fafetched the poor state of
infrastructural facilities, espep@lgr has contributed to high unemployment rate in the country. A number of the
manufacturing companies in Nigeria hagd@nghptoduction as a resuitghf cost of production and consequently,

laying off workers into the labour market. We reiterate that the government should look into the problem of infrastri
facilities especially, electricity to encourage Smaliuam&btdde Enterprises (SMEs) and large scale manufacturers

so that their products can be competitive at the international market.
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1.7 External Reserves

Available data from the Q4, 2008 Economic Rep@BMfphthe gross external reserves figlW8%E2.8h
representing a drofdl4f9%over US$62.08bn position as at Q3,TR@0&port did not comment on the number of
months of import the extersatvescouldaccommodate. Thmss external reserves stod5&69.16bm the
second quarteratf08, compared With$59.76bin the preceding quaiée drop in the commodity prices especially
oil, was responsible for the sharp drop in the external reserves.

FSDH Research continues to argue that substantial part of the foreign resetddsestiomesticated by monetizing

it within the countryds financi al mar ket and to meet s
owes the nation the responsibility to ¢eofthdcariemtgldbal w saf e
financial crisis.

External Reserves (2002008)
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18 Inflation Rate

The Consumer Price Index (CPI) for the month of December 2008, released by the National Bureau of Statistics (
showed that the inflation (wgar on yeain Nigeria increased t
15.10% from 14.83% recorded in the month of Noverahdru@008
from 6.6% as at December, 20&arding to NBS, the Compo
Consumer Price Index (CCPI) stood at 192.6 points in the
December, 2008, representing a marginal incrEa&oabver
167.points observeddecembef0@. The increase in the index
caused mainly by the increase in the prices of some staple
transportation and miscellaneous seBategen June 2006 a
May, 2008 Nigeria celebrated sisteamt sigle digit inflatioate.
Howeverthe game changed from June 2008 wthigfiatien rat
enteredts doubldigit figurlthough the inflation rate was in d
digitfor most of 2008, the core iiofiafthat is all items less f
produceremaineth single digit except in December when it st
10.43% up from 3.6% in December, 2007.

FSDH Research maimstain
different view about the caus
high inflation in the system.

insist thatigas a result of
demand and supply imbalanc

theeconomygaused by
infrastructa and other supply
blockages not too much money
the system
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In an attempt to stem the rising inflation rate in thihedZiBMyembarked on A

a number of restrictive monetary measures attributing the rigisg tfl

excess liquidity in the system. FSDH Research however maintained

view about the cause of the high inflation in the sysssted\tbat it was a Core inflation (i.e all

a result of demand and supply imbalance in the eysteby ¢afrastture  jtems less farm produce)
and othesupply blockagés the countrfoward the end of the year, tF recorded single digit
depreciation and devaluation in the value of naira contributed substal figure in 2008 except in
high inflation in the form of imported irfffladi@fore a combinatiothese December whét moved
measures and effotbdost local food output will go a long way for the cc up to 10.4% from 9.3% ir

achieve idesired single digit inflation rate target.
November

Apr esent at iChallengesf Enswing Afpiopriate Inflation F

Exchang&kate and Interest RRegimesn Nigeria Geivered by the CB

Governor, Professor Chukwuma Spliidbe banks deposit rate of ove’W

months as at December 2008 at 1TR&8%&ear FGN Bosdoldin the last quarter & ykear were issued below
15.1%The 26ear FGN Bond issued in NoveR(28, carried a coupon rate of 15%. In otherthveobdak
depositorearned negative real interest rate on their deposits in Decebdrats Alse issued at negative real
return. Tésesituation arehindrancet invest in fixed income secusitieswvestors patronized the branket
because dheirflight to safetilsg the negative real retucapable of limiting the ability of the monetary policies to

achieve their objectieanwhile, the inflation figure foottle afebruarghows a decline in the year on year and
coreinflation figures14586while the 12 month average increased fu2ia6¥40

Inflation Rate (20072008)
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19 External Debt

Available information ftoenCiebt Management Office (DMO) shows that thenmltalebxtetock asCetcember
31, 200&tood atJS$3,20.3¢n The breakdown of the debteshitnat85.286 was owedo Multilatergwhich
includes World Bank Group, International Fund for Agricultural

Development (IFAD), African Development Bank dSEngna@nio
DevelopmeérundEDF). The balancd 4f72wasowed to Neparis
Group of creditotooking at the external debt by economic Analysis of the total external de
Health & Social Welfare accounted for the latest of US$: i )
representing5.88% of the total. Thidasetfollowed by Agricultu by economlc_ sector shows ths
US$533.2dn representing 14.33% of the total. Health & Social Welfaeanted
for the highest figure of

During the yedhe actual external debt sepagenentslénuary to .
December, 2008) amedind US$464.63mn. The breakdowns (¢ US$590.84mn representing

payment are: Principal: US$385.71mn  teygesd8.02% 15.88% of the tottdllowed by
Interest/Service Fee: US$76.60mn representing 16.49%; Agriculture accounting fol
PrincipalUS$0.83mn representing 0.18%; Deferred Interest US ;
representing 21%; Late Interest US$0.14mn representing US$533.24mn representing
Commitment Charge:US$2.60mn representing 0db6@then] 14.33%
Charges:US$0.09mn representing 0.02% while Nigerian recei
of US$2.34mAnalysis of the total external debt by economic
shows that HealthS&cial Welfare accounted for the highest figure of
US$590.84mn representing 15.88% totatheThis was followed by
Agriculture accounting for US$533.24mn representing 14.33% of the total.

Table 1ExternaDebtOuganding by Economic Sector(December 31, A338)n

Economic Sector Amount Outstandin| % of Total Economic Sector Amount Outsinding | % of Total
Agriculture 533.24 14.33 Investment 13.31 00.36
Air Transport 5.28 00.14 Irrigation & Related Act 59.12 01.59
Education & Training 312.54 08.40 Manufacturingextile 13.72 00.37
Electricity 144.17 03.88 Monetary Policy 50.58 01.%
Energyo Elec. Hydro 229.78 06.18 Multisector 33.33 00.90
Energy- Gas 39.79 01.07 Other 113.26 04.32
Energyo (Electricity) 53.58 01.44 Rail Transport 2.53 00.07
Environment 176.00 04.73 Road Transport 209.08 05.62
Fishing 0.00 00.00 Rural Deelopment 48.20 01.30
General 105.67 01.56 Scietific & Tech Equip 206.80 05.56
Ground Transport 42.51 01.14 Telecommunications 128.56 03.46
Health &  Socie 590.84 15.88 Water Supply 482.73 12.98
Welfare

Housing & Urbal 67.51 01.81 TOTA 3,720.36 100.00
Development

Industrial 58.22 01.57

Development
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Composition of External Debt(Dec. 200

External Debt by Economic Sector(Dec. 20

|

B Health & Social Welfare® Agriclture B Water Supply
B Multilateral ™ Non-Paris Bilateral ™ Non-Paris Commercial B Education & Traniing ™ EnergyElec. Hydro ™ Others

Currency Debt Stock Naira Debt Stock ir US$ USD Equadent % of
. Exchnage Naira Exchange US$ Totd
Rate Rate to
the Naira
N EUR 275,698,900 183.51  50,594,553,000 131.25  385,482,308.68 10.36
20 usbp 913,458,552.1 131.25  119,891,434,998 131.25  913,458,552.18 24.55
B opy 11,491,1160 1,450.60 16,669,012,79D 131.25  127,002,002.26 3.41
47 cHF 10,050,2660 12340 1,240,219,78 131.25  9,449,293.40 0.25
IS sSDR 1,481,838,17¢ 202.15  299,555,190,805. 131.25  2,.282,325,263.. 61.35
67 NGN 14,852,608  1.00 14,852,608.00 131.25  113,162.73 0.003
N KRK 3,174,365 104.60  332,038,544.00 131.25  2,529,81.48 0.068
3,720,360,4@D 100

It is imponthto note froifable2 above that the exchange rate that was used to calculate trebegriestaaiding
as at December 2008, M&31.25/881. If the prevailaing excheatgeof N146.60/US$1 fdieg on thexternal
debtthe figurenay havimcreased by US$435.11m to US$4,155.47mn representing an increase of 11.70%.

1.91 Domestic Debt

As at Decemb2908DMOp ut t he count ry 813320t dmededakdown ofiteeltatal delit sioc k  a't
shows that the FGN Bonds accouritdd4é4%.56hbmepresentin®R.3% Nigerian Treasury Bills (NTBs) accounted for
N471.929bn represenf@da Treasury dhds accounted fd402.258brepresenting)734% and Development

Stocks accountedMid@r.52bmepresentir@026. Thestructure of the domestic bond was achieved throughothe effort

the DMO to structureTreasurpill to a longer tenor, therefore allowing the FGN to plan. Meanwhile, an analysis of the
domestic debt by holder type dhina€entral Bank held N28h8&presentint24®6, Banks & Discount Houses
N1,482.16bn representing &3.B®rbankN428.0Bnrepresenting 18.45% and Sinkimd) 20.7Bnrepresenting

5.20%.

During thgear the actuallomestidebt servicpayments inaling repaymemntgereN471.275bn with the highest
paymenbfN110.114brepresenting 23.37% made in the month cOMaeN1L10.114bn paid in March, N87.646bn
representing 79.60% of the amount paid to a repayment to the Local ContractoisuDasbtelopansimh, of the
total N471.275bn actual domestic debt service payments includingNEphgthebitsrepresenting 23.62% of the
total wapaid to the Local Contractors.
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FSDH Research had recommenithedl the Federal Government should payhepdebt owed to the local
contractors as part of its efforts to increase liquidity within the financial system.

Domestic Debts by Instruments: Dec., 20( Domestic Debts by Holder Type: Dec., 20

B FGN Bonds B Treasury Bills(NTBs)

U Treasury Bonds M Development Stocks

B Central Bank ® Banks & Discount House® Non-Bank Public® Sinking Fund

Amount N'bn
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21 ForeignPortfolio Investments (FPIs)

Available data from the Nigerian Stock Exchange (NSBhatdiesteite the huge oufflom the stock market
especially from panic sales, foreign investors continued to demonstrate confidence in the Nigerian economy durir
year.According tthe NSEpurchases by foreign investo2008 werén excess oN150.2bn (US4.14bi,
represeting6.3%o0f the aggregate turnover. wWasa decline
when compared with N&56bn(US$R.19bh recorded in 2007,
Concurrently, total sales during the year were in exdess, of . .
N556.93br{US%¥.24bi), culminating in a net outflow of aQ z;sr:aesC\l/Jv:IrIeI?;I?ltoil)ne;llo?%?cl):rggg:deg
N406.8bnUSSB.09m). The huge sales and outflow from fihe” ' .

: Lo Investmeni{$Pls)nto the country this
market was occasioned by the need for liquidity by §oreign . X
investors, whose survieskthireatened because of the subprili g most of the foreign portfolio mana

crisis imlevelopedharkets.

realigning their assets.

FSDH Research strongly believethahatirrent criseslllimit

the inflow of Foreign Portfolestment$-Pls) Foreign Dirdatvestmest(FDIsand foreign remittances into the
countryin 2009s most of the foreign portfolio managers, institutional investors and donors are realigning thi
assets.

22 BondMarket

As at the end of year 2068 DMO, on behalf of the Federal Government of Nigeria (FGN), offé&t&Hantotal of
worth of FGN Bondswn b$3.0246from a total d692bon offered in 2007.Q@4,2008, the FGN offered a total of

N9(bn worth ofdndsdowrby 37.986from a total dF45on offered in 8 2008. The total subscription in 2008 was
N855.18n,down b6 7% fromN1,167.14n subscribed #007. The subscription e2€l08 a166.®6% was31.1%

lowe than the subscription levE® oo recorded in 2007. The total amount of FGN Bond sold and allotted in 2008
wasN4B4.18n a decrease @6.526 overN592bn sold in the corresponding period of 2007.4A2GA3ROMDN

worth of FGN Bonds was sold do2813%p fromN12564bnsold in @ 2008. The total subscription during,the Q

2008 wabl179.1Bn, downby 25.826 from a total 6f241.54bim (@B, 2008The subscription level 40 208 was
199.086,up byl951basis point frak66.5%0in (B, 2008.

The DMO offereg&ar, §earl Oyearandas expectadtroduced the-28ar-GN Bonds in 2008 as agaiyeshr3 5

year, #ear and Xear FGN bonds offered in 2007. This was part of the efforts of the government to restructure tl
countryoés domest i c Thehegblevel pfsubdcriptielielrecordédmn theoFGNy Baadsbe e n o r .
linked tdhe fair and stable Sovereign risk rating of the country. In addition, the quest of investors for safety of t
financial assets was responsible for the increased subscaptimtechin4)2008. Thed-year FGN tenored Bond

received huge subscription levels from both individuals and institutional investors with an average subscription le
235.28during the period.

Comparing tenor to tenor, #reaBFGN Bonds issire@008 receivéihercoupon rate than the bonds issued in
2007. The highest coupon rateyear3GN Bonds issued in 2008 W&3%This rate was higher thatititeest
coupon rate @D.75%0on the ear FGN Bond issued in 2007. While the lop@strate ony@ar FGN Bonds
issued in 2008 wath,while ir2007it was7.00% A total df215.8Bn worth of $ear FGN Bond was sold in 2008,
dowrby3.5P6,compared wiN223.81b soldin 2007

The 5/ear FGN Bonds issued in 2008 also receiveapgimeragethan the bonds issue@007. The highest
coupon rate ory&ar FGN Bonds issued in 2008 W&3%This rate was higher tharhigigestoupon rate of
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9.50%on the yyear FGN Bond issued in 2007. While the lowest ecup@peaat FGNdhds issued #D08 was
9.45%higher than the mininwapon rate 823%on the fyear FGN Bond issued in 2007. A toiddlmfiworth of
5year FGN Bond was soDO& own by.76%,compared winil31brsold in 2007.

The highest coupon rate eredfOFGN Bond issued in 2008 2@5%&as against the highest coupon rate of 11.03%
on 16year Bond in 2Q0@hile it was 9.35% in 20B&.l0west coupon rate opeHd FGN bonds issued in 2008 was
10.70%A total df1120bn10year FGN Bond was offavbde a total NL0B.36bnwas sold doviay9. 70%as against
N12M®nsold in 2007.

At the only auction for thge2d bond\10brwas offered and allotted, Wa852bnvas subscribed leading to a
subscription level86.20%The coupon rate appliedsWs% Looking at the inflation rateopg@ar, most of the

bond issued during the year especially in Q4, were issued re@hegfatifi® inflation rate was higher than the
coupon rate). In spite of this, investors patronized the bonthhgdauestors traded return for safety on account of
many instability and ceagihmost stock markets.

The bonds issued in 2008 carried higher coupon rates than the issuances in 2007 as a result of the credit squeez
dominated the global finasyséém in 2008.

FSDH Research had earlier reported in AFSDH Economi
20080, that -yeapRGP 8and woald be in the cor8idor of VOMB% and they@ar bonds in the

corridor of 9.50%1050%. It is important to notieat the cut in the anchor interest rate in the economy coupled

with high demand for bonds in the secondary market increased bond prices and caused yields to drop.

_ Tenor Amount Total Subscription Subscription Amount Coupon Rate
(Years) Of f er e (N6bn) Level (%) Al | ott € (%)
126 January 2007 3 40.00 124.86 312.15 40.00 10.75
23 February 2007 5 35.00 99.80 285.14 35.00 9.50
30 March 2007 7 35.00 49.04 140.11 35.00 10.75
27 Aprili2007 3 65.00 172.35 265.15 65.00 9.00
'25May2007 5 50.00 105.36 210.72 50.00 9.23
29 June2007 7 45.00 59.80 132.89 45.00 9.20
27July2007 3 36.00 72.04 200.11 36.00 7.95
[273uly2007 " 10 20.00 35.26 176.30 20.00 9.85
31 August2007 5 46.00 48.25 104.89 46.00 9.50
31 August2007 10 20.00 40.16 200.80 20.00 9.35
28 September 2007 10 20.00 27.29 136.45 20.00 9.51
28 September 2007 7 37.19 46.59 125.28 37.19 9.25
26 October 2007 10 20.00 25.56 127.80 20.00 9.95
|26 October 2007 3 22.81 67.8 296.93 22.81 7.00
30 November 2007 10 20.00 32.28 161.40 20.00 11.00
30 November 2007 3 30.00 33.28 110.93 30.00 9.20
14 December 2007 10 20.00 61.05 305.25 20.00 11.03
14 December 2007 3 30.00 66.44 221.47 30.00 8.99
_ 592.00 1,167.14 197.15 592.00
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FSDH

FSDH SECURITIES LIMITED

- Tenor Amount Offered Total Subscription Subscription Amount Allottec Coupon Rate
(Years) (N6bn ( N6bn) Level (%) (N6bn (%)
25 January 2008 3 30.00 49.39 164.63 30.00 9.00
25 January 2008 5 20.00 45.36 226.80 20.00 9.45
29 February 2008 3 30.00 40.04 133.47 30.00 9.50
29 February 2008 5 20.00 24.75 123.73 20.00 10.30
26 March2008 3 30.00 44.00 146.67 30.00 9.60
26 March 2008 5 20.00 39.61 198.05 20.00 10.00
25April2008 5 30.00 57.99 193.30 30.00 9.65
30May2008 5 30.00 33.64 112.13 30.00 10.50
30May2008 10 20.00 35.08 175.40 20.00 10.70
27June2008 5 30.00 46.03 153.43 30.00 10.70
27June2008 10 20.00 18.54 92.70 18.54 12.75
25July2008 3 25.00 31.32 125.28 15.82 10.50
[2530uly2008 N 10 20.00 32.23 161.15 9.82 12.75
29 August 2008 3 30.00 32.34 107.80 30.00 11.40
29 August2008 10 20.00 44.26 221.30 20.00 12.75
26 September 2008 3 30.00 55.11 183.70 30.00 11.00
26 September 2008 10 20.00 46.28 231.40 20.00 12.45
29 October 2008 3 30.0 50.15 167.17 30.00 10.00
129 October 2008 10 20.00 44.63 223.15 20.00 11.99
26 November 2008 3 20.00 34.98 174.90 20.00 10.00
126 November 2008 5 10.00 25.89 258.90 10.00 10.50
26 November 2008 20 10.00 23.52 235.20 10.00 15.00
TOTAL 515.00 855.14 165.05 494.18

The total FGN Bonds outstanding as at December 31, 2008 stood at N1,455.599bn. The breakdown of the Bonds
follows:sIFGN Bond: N4.55bAF&N Bond: N357.082NbRGN Bond:N682bn; 5th FGN Bond: N401.96bn

FGN Bond Stock Outstanding (Dec. 20C

0%
28% 25%0

47%

® 1st FGN Bond ® 3rd FGN Bond 4th FGN Bond ® 5th FGN Bond
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23The Equities Market
The equities segment of the Nigerian financial markd In spite of the impressive
tumultuous and unimpressive year in all its performance irRGEEIHIEUCCRORsVo/cloNelelyplsr]
2008.The ladkster performance of the market was attributg ard the payment of excegitior
combination of f act oandcomitienc berafits ir terms of honus an Mo EIRECN

inthe market with attendanbffgllositions at unprecedented |QEECTVIG st IR aT-RaaT=1 ¢ (N e
Also, the market witnessed paucity of funds as there were
level of cross transawsi between August and Decemb
significant portion of the fundseflhahé market for gheémary
marketRrivate Placemgate still lockéd, as many of the iss
have not yet applied to the NSE for Tisngerformance of the
market in 2008 left a lot of analysts in the market and other

internationalobserversconfused. In spite of the impressive

performance of quotethpanies and the payment of exaHpiogfits in terms of bonus and dividends, the market
mairdired a downward trend.

downward trend

The equities market returned an appreciati@ili2Qn8, as it gai8.89%o close a63,016.560ints. However,
asatHY,2008 the NSE-8hare Index (N®EI) recorded negative retuBrbd¥do close &85949pointsin Q3,

2008, the NSE ASI recorded a negative EIut0%b close at 46,216.13 points, itlibsed at 31,450 points with

a negative return3df95%n Q4, 2008. Cumulatively, the equities segment of the Nigeria financial market recorded &
loss o#15.77%s at the end of 200Be NSE ASI recorded its highest and all timée)gjl @&pontson March

05 200&fter which the index trended downwards to end the year.

Quarterly Growth (ASI Vs. Market CappO7 2008
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Movementin NSE ASI (Jan.-@3ec. '08)

Thousands
ol
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Some of the factors responsible for the bearish trend recorded duringate year 2008

=

ol

©O©oo~NO®

Inconsistent policy pronouncement by regulatory authorities

Portfolio ralignmes to primary market from secondary market (both private placements and public offers an
initial public offers) from where investors were previously recording overvb30%f rieirfunds in the

Private Placement and Public Offer early in éine s@hunavailakierefore reducing the amount of money

that would have been freely available for investment.

A switch of portfolio in favour of fixed income assets, particularly fixed deposits in order to enjoy the high de
rates that bankseo#d to aggressively mobilize deposits in preparation for the terminated uniféwen year end.
uniform year of bardaurrently being revisitethb CBN as at the time of this report.

Misconceptions about the margin facilities offered by bamkséwkesmperators, which subsequently led to
massive seiff.

The initial plan of the Securities and Exchange Commission (SEC) to increase the capital base of the capital ir
operators.

Thefinancial and econoanisis which started in the US agadsacross the globe.

Foreign investors exiting the market at all cost.

Panic exit from investors which further depressed market.

Alternative investment vehicle that investors in the market sought during the year. One of such was investme
local andbfeigrrealedate market. Most investotsceitie market to take advantage failltin home prices

abroad

10 | nv e st togaw havdRGN Bpids.

In response to the bearish trend in the market, the Federal Government of Nigeria astakahdlt=majothe

Nigerian Capital Market in Abuja, Nigeria on August 26, 2008 to map out ways to stem the sliding fortunes of th
Nigeian equity market. The fafule measures include: to create liquidity in the system; to make tketcapital mar
more competitive in terms of cost reduction; to strengthen the process of policy formulation and implementation in o
bring about improved efficiency and transparency in the market. Some oatuptradadudeI he CBN to take

appropriat measures to ensure adequaiditliqwithin the capital ma®etnmercial banks were advised to
restructure existing facilities to aid operations of licensed stockbrokers, institutional investorsstord mdividual inve
longer repayment teriiise Securities & Exchange Commission (SEC), NSE and all capital market operators agreec
jointly to reduce the burden on investors byranstiagofees significanthsg there waa resolution to set up a
presidential advisory team on the NigeitahMaeflhe Office of the Attorney General of the Feaimetided
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