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Segment Outlook:

ECONOMY: Local Institutional Investors Lead as Domestic Bourse Transactions Rise by 31.13% in Sep...

Cowry Research expects the equities market to be bullish in the last quarter of the year as the market awaits 9 months
financial results of companies which would largely be positive. More so, given the inability of FPIs to repatriate their
funds amid shortage of US dollar supply, we anticipate a re-entry by the FPIs into the equities market ahead of final
dividend payment, pending when CBN provides dollar liquidity. On stock picks, we are positive on some of the tier-1
banking stocks, such as ZENITHBANK and UBA as they are likely to sustain or increase their dividend payouts...

FOREX MARKET: Naira Stabilses Against the USD as External Reserves Hits USD40 billion...

In the new week, we expect Naira to stabilise against the USD amid rising crude oil prices and external reserves even as
CBN continues its foreign exchange demand management policy amid scarce supply...

MONEY MARKET: NIBOR Rises as Banks Face Funding Pressure from Bond Auction...

In the new week, T-bills worth N241.05 billion will mature via the primary and secondary markets to exceed T-bills
worth N150.05 billion which will be auctioned by CBN via the primary market; viz: 91-day bills worth N3.17 billion, 182-
day bills worth N6.00 billion and 364-day bills worth N140.87 billion. Cowry Research expects the stop rates of the 364-
day to moderate amid expected boost in financial system liquidity...

BOND MARKET: Stop Rates for 37s and 50s Rise Despite Huge Investors’ Bids...

In the new week, we expect local OTC bond prices to decrease (and yields to increase) as traders react to higer rates in

the primary market. However, we expect the price of 37s maturities to increase (and yields moderate) as we observed
humped yield curve at that maturity...

EQUITIES MARKET: Investors Smile to the Bank as Market Capitalisation Adds N169.66 billion...

In the new week, Cowry Research expect the local bourse index to close northwards as companies begin to release 9M
2021 financial results which we anticipate to be largely positive...
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ECONOMY: Local Institutional Investors Lead as Domestic Bourse Transactions Rise by 31.13% in Sep...

In the just concluded week, a fresh report
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some fundamentally sound stocks ahead of the
release of corporates” 9 months financial results — which Cowry Research feels would largely be positive. Retail
investors participation was relatively quiet compared to the level of transactions printed in August — we suspect
that retail investors want the financial results of companies released before they take further action. However,
foreign portfolio investors further moved out of the local equities market as they recorded net outflows in the
month of September. Notably, domestic institutional investors” gradual movement into the equities market to
pick up the sold shares at cheaper prices was partly stimulated by the downward trend in money market rates
within the just ended quarter (Q3 2021). Stop rate for 364-day T-bill fell to 7.50% in September from 8.20% at
the end of July 2021; as at the last auction on October 13, 2021, stop rate has fallen further to 7.25%. Speaking
to the figures, domestic institutional investors recorded the highest transactions, followed by retail investors;
while foreign portfolio investors” contribution remained the least with a larger increase in outflows. Hence, the
ratio of total domestic transactions to total foreign transactions tilted lower to 79:21 in the month under review,
from 72:28 in August 2021 — total domestic transactions increased by 46.43% while total foreign portfolio
transactions moderated by 3.98% - amid sustained sell-offs. Specifically, total transactions on the NGX rocketed
to N118.15 billion in September 2021 (from N89.42 billion printed in August 2021); of which total domestic
transactions rose month-on-month (m-o-m) to N93.80 billion (from N64.06 billion). The FPI transactions
declined to N24.35 billion in September (from N25.36 billion printed in August). A further breakdown of the FPI
transactions in September 2021 showed that foreign portfolio inflows increased slightly to N11.93 billion (from
10.72 billion); also, foreign portfolio outflows mellowed to N12.42 billion in September from N14.64 billion in
July. On the part of local investors, we saw increased stake in the equities market — their purchase transactions
was N47.17 billion, higher than N46.63 billion worth of outflows. Further breakdown showed that retail inflow
transactions was N14.52 billion, lower than N17.24 billion outflows. The domestic institutional investors” inflow
transactions were N32.65 billion, higher than the N29.39 billion worth of outflows from them. Given the bullish
approach of the local institutional investors, the NSE All Share Index (ASI) rose by 2.55% to 40,221.17 index
points for the month of September 2021.

Cowry Research expects the equities market to be bullish in the last quarter of the year as the market awaits 9
months financial results of companies which would largely be positive. More so, given the inability of FPIs to
repatriate their funds amid shortage of US dollar supply, we anticipate a re-entry by the FPIs into the equities
market ahead of final dividend payment, pending when CBN provides dollar liquidity. On stock picks, we are
positive on some of the tier-1 banking stocks, such as ZENITHBANK and UBA as they are likely to sustain or

increase their dividend payouts.

www.cowryasset.com  www.twitter.com/cowryassetmgt  www.facebook.com/cowryasset Page 1


http://www.cowryasset.com/
http://www.twitter.com/cowryassetmgt
http://www.facebook.com/cowryasset

Cowry Weekly Financial Markets Review & Outlook (CWR)_ Friday, October 22, 2021

FOREX MARKET: Naira Stabilses Against the USD as External Reserves Hits USD40 billion...

In line with our expectations, Naira stabilised Evolution of NGN/USD Exchange Rates
against the greenback as the pair closed flat at | ncn 600.00 -
N415.07/USD at the Investors and Exporters FX
window as additional USD1.34 billion, within
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allocated to Wholesale Secondary Market Intervention Sales (SMIS), USD55 million was allocated to Small and
Medium Scale Enterprises and USD55 million was sold for invisibles. Elsewhere, the Naira/USD exchange rate fell
(Naira appreciated) for most of the foreign exchange forward contracts: 1 month, 2 months, 3 months, 6 months
and 12 months contracts fell by 0.04%, 0.19%, 0.27%, 0.38% and 0.96% to close at N415.91/USD,
N418.36/USD, N421.10/USD, N429.82/USD and N446.28/USD respectively. However, spot rate was flat at
N380.69/USD.

In the new week, we expect Naira to stabilise against the USD amid rising crude oil prices and external reserves

even as CBN continues its foreign exchange demand management policy amid scarce supply.

MONEY MARKET: NIBOR Rises as Banks Face Funding Pressure from Bond Auction...
In the just concluded week, CBN sold OMO bills

worth N30 billion to mop up financial system |30.00% ;

Movement in Interbank Interest Rates

liquidity despite absence of maturing bills. This

further put pressure on the liquidity as the |*°°*]

deposit money banks were already faced with /
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Meanwhile, given the general rise in money market rates amid funding pressure on banks, NITTY trended upward
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for most maturities as investors were mostly quiet on bids. Hence, NITTY for 1 month, 3 months and 6 months
increased to 3.16% (from 3.09%), 3.92% (from 3.79%), 5.02% (from 4.84%) respectively. However, NITTY for
12 months fell to 7.60% (from 7.62%).

In the new week, T-bills worth N241.05 billion will mature via the primary and secondary markets to exceed T-
bills worth N150.05 billion which will be auctioned by CBN via the primary market; viz: 91-day bills worth N3.17
billion, 182-day bills worth N6.00 billion and 364-day bills worth N140.87 billion. Cowry Research expects the

stop rates of the 364-day to moderate amid expected boost in financial system liquidity.
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BOND MARKET: Stop Rates for 37s and 50s Rise Despite Huge Investors’ Bids...
In the just concluded week, the DMO allotted
N192.76 billion worth of bonds; viz N44.80
billion for the 12.50% FGN JAN 2026, N52.72
billion for the 16.25% FGN APR 2037 and

N95.24 billion for the 12.98% FGN MAR 2050, [1200% | e
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respectively. However, stop rate 37s moderated
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to 12.95% (from 16.25%). Also, secondary 18-0ct-21  19-0ct-21  20-0ct-21  21-Oct-21  22-Oct-21
market yields moved largely in the direction of | _; 30/t var 2025 7-vean e 16.29% FGN MAR 2027 (10-Year)
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rates in the primary market. Specifically, the 5-
year, 13.53% FGN APR 2025 paper, the 10-year 16.29% FGN MAR 2027 bond and the 20-year 16.25% FGCN
MAR 2037 paper lost N0.32, N1.99 and NO.07 respectively; their corresponding yields increased to 10.23% (from
10.14%), 11.79% (from 11.35%) and 12.89% (from 12.88%) respectively. However, 10-year 13.98% FGN MAR
2028 debt was flat, while its corresponding yield stood at 11.71%. Elsewhere, the value of FGN Eurobonds traded

at the international capital market depreciated for all maturities tracked; the 10-year, 6.375% JUL 12, 2023 bond,
the 20-year, 7.69% FEB 23, 2038 paper and the 30-year, 7.62% NOV 28, 2047 debt lost USDO0.35, 1.21% and
USD1.46 respectively; their corresponding yields rose to 3.81% (from 3.63%), 8.11% (from 7.97%) and 8.19%
(from 8.05%) respectively.

In the new week, we expect local OTC bond prices to decrease (and yields to increase) as traders react to higer
rates in the primary market. However, we expect the price of 37s maturities to increase (and yields moderate) as

we observed humped yield curve at that maturity.

EQUITIES MARKET: Investors Smile to the Bank as Market Capitalisation Adds N169.66 billion...

In the just concluded week, the domestic

Evolution of Equities Performance Gauges

equities market sustained positive momentum |,, ., 22,100

as local investors continue to pump in more

. 41,500 — 21,680
funds as corporates get set to release their 9

months financial results in the coming week. |40,750 21,260
Specifically, stronger interests were noted on
40,000 20,840
shares of NGXGROUP, CUTIX and UNILEVER
as their respective prices rose by 24%, 21% (39250 20,420
and 10% w-o-w. Given the positive sentiment,
38,500 20,000
the NSE ASI rose further w-o-w by 0.78% to 18-0ct-21  19-Oct-21  20-Oct-21  21-Oct-21  22-Oct-21
All Share Index e \\arket Capitalization (Bn N)

close at 41,763.26 points. Most sector gauges
moved up north, particularly the Industrial sector as its index rocketed by 2.59% to close at 2,166.78 points. Also,
NSE Qil/Gas and the NSE Banking indexes rose by 1.40% and 0.69% respectively to close at 400.64 points and
375.71 points respectively. However, the NSE Insurance and the NSE Consumer Goods indexes fell by 1.31% and
1.05% to close at 170.89 points and 561.00 points respectively. Meanwhile, market activity was relatively weak
despite the positive market sentiment — this was mainly due to the decline in volume of transactions on FBNH
w-o-w. Hence, volume and the value of stocks traded plummeted by 44.88% and 41.92% to 1.56 billion units
and N18.38 billion respectively.

In the new week, Cowry Research expect the local bourse index to close northwards as companies begin to release

9M 2021 financial results which we anticipate to be largely positive.
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Symbol 22-Oct-21  15-Oct-21  %Change Symbol 22-Oct-21  15-Oct-21 % Change
NGXGROUP 22.00 17.75 24% ROYALEX 0.53 0.64 -17%
CUTIX 6.05 5.00 21% UNIVINSURE 0.20 0.22 -9%
UNILEVER 14.50 13.20 10% ACADEMY 0.33 0.36 -8%
CUSTODIAN 8.00 7.30 10% MAYBAKER 4.36 474 -8%
ETI 7.55 6.90 9% MBENEFIT 0.28 0.30 -7%
PZ [MRF] 5.90 5.40 9% UCAP 9.20 9.85 -7%
GLAXOSMITH 7.00 6.50 8% JAPAULGOLD 0.44 0.47 -6%
NB 51.45 47.90 7% CADBURY 8.00 8.50 -6%
BUACEMENT 72.00 67.50 7% NASCON 14.65 15.50 -5%
ABCTRANS 0.34 0.32 6% NPFMCRFBK 1.75 1.85 -5%
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Weekly Stock Recommendations as at Friday, October 22, 2021

CAP Q2 2021
Fidelity Bank Q2 2021
May & Baker Q22021

NEM Q2 2021
UBA Q2 2021
WAPCO Q22021

Zenith Bank Q2 2021
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Buy
Buy
Buy
Buy
Buy
Buy
Buy

FGN Eurobonds Trading Above 6% Yield as at Friday, October 22, 2021
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Disclaimer

This report is produced by the Research Desk of Cowry Asset Management Limited (COWRY) as a guideline for Clients that intend to invest in securities

on the basis of their own investment decision without relying completely on the information contained herein. The opinion contained herein is for

information purposes only and does not constitute any offer or solicitation to enter into any trading transaction. While care has been taken in preparing

this document, no responsibility or liability whatsoever is accepted by any member of COWRY for errors, omission of facts, and any direct or consequential

loss arising from the use of this report or its contents.
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