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Thomas Wyatt Nigeria Plc Is
Stock Of The Week

espite the bearish nature of the market within the week
Dunder review, some equities maintained some level of
resistance as their prices experienced some bubbles. Airline
Services and Cutix continued in the uprising closing the week with
27.5% and 27.4% price percentage gains respectively. The stocks,
which opened the week with N18.71K and N18.88K respectively,
had their prices at N23.85K and N24.05 at the end of trading on
Friday. Other equities such as Ekocorp, Thomas Wyatt and
Longman equally commanded very high price percentage gain
during the week. Ekocorp, which opened the week at N6.24K,
closed the week at N7.94K representing a 27.2% price percentage
gain. Thomas Wyatt gained 26.8% price percentage gain from an
opening price of N2.91K on Monday to a closing price of N3.69k on
Friday. For Longman with an opening price of N11.92K and a
closing price of N14.47, the price percentage gain for the week
was 21.4%.

Thomas Wyatt though not the highest price percentage gainer for
the week as it only gained 26.85% emerged as our stock of the
week from the above listed pack of five. Being a penny stock from
the computer and office equipment sector of the market, the
impressive returns the stock commanded within the week
positioned it in a winning position for the stock of the week. In
terms of volume and deals, a total of 126,826 units of the stock

were traded in 28 deals.

Investment in Thomas Wyatt for the period covering January 2006
when the stock was trading at N0.39K to date also reveals an
overwhelming margin of returns at 846.2%. The financials of the
company for the year ended March 31% 2007 showed a 53.21%
growth in Turnover from N79.50m in 2006 to N121.80m. PAT
however declined in the current year to 84.33% from N1.80m in

2006 to NO.27m.
The decline in PAT not withstanding, the top line growth made by

the company is encouraging. The company’'s line of business -

sales, repairs and servicing of computer and office equipments is
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still growing with vast opportunities for the company. Considering
the business model, the strategies to propel growth, its
experienced and sound management, it is expected that the
company will continually be in business and consequently generate
more income to improve on the declined PAT.H

Quote of the Week

“ Leverage is a double edged

sword which amplifies losses and

gain to the same degree.”

- Ayo Elesin
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Market Summary

ctivities at the close of business on the floor of The Nigerian
AStock Exchange ended on a bearish note last Friday as the All-
Share Index and Market Capitalisation of 209 listed equities dipped
by 0.36% and 1.27% from the opening figures of 52,452.49 points
and #8.34 trillion to 52,264.11 points and #N8.23 trillion

respectively.

Meanwhile, a turnover of 2.265 billion ordinary shares worth 830.9
billion in 57,524 deals was recorded during the week, in contrast to
a total of 2.37 bhillion ordinary shares valued at #33.9 billion

exchanged in the previous week in 54,624 deals.

The Banking sector dominated the market and retained its position
as the most active sector during the week (measured by volume)
with 1.03 billion shares worth §20.60 billion in 32,139 deals
representing 66.6% of the total market transactions for the week.
Sterling Bank, Union Bank, Firstinland Bank, Wema Bank,
Intercontinental Bank, Afribank and First Bank buoyed the traded

volume.



As in the preceding week, the Insurance sector maintained its
second position with a turnover of 832.68 million shares valued at
N2.7 billion in 8,092 deals. This represents 36.76% of the total
volume traded in the market last week. The performance was due
to volume traded in Lasaco Assurance, Staco Insurance, Law Union
and Rock Insurance, Equity Assurance, Mutual Benefit Assurance,

Wapic Insurance and Standard Alliance Insurance.ll

Market Outlook

We anticipate a bearish run for the new week as many
investors may capitalize on the current attractive public
offerings and offload their shares in the secondary market to invest

in the primary market in anticipation of better returns.

However, the market still provides an opportunity for position
taking in equities that had returned impressive earnings in their
quarterly results and equities that are expected to release
impressive quarterly and audited results to the market. Such
results are expected to positively impact on the prices of shares

when ultimately released.

Finally, investors should be mindful of usual oscillation in share
prices driven by speculation, psychology and market sentiments
that would only last for a short while to allow the true price prevail
as only stocks with good fundamentals can guarantee good

returns. @

Market News
Listing
dditional 792,088,000 Ordinary shares of NEM Insurance
APlC was on Wednesday, September 12, 2007 listed on the
floor of The Nigerian Stock Exchange (NSE) following the merger

with Vigilant Insurance Company. l

Technical Suspension

The share price of Cement Company of North Nigeria Plc
(CCNN) was lifted from technical suspension on Wednesday,
September 12, 2007. B

Price Adjustment
The share price of University Press Plc was adjusted for

dividend payment of NO.30k on Monday, September 10, 2007.
The ex-div share price was N6.38k. l
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Dividend Payment
I keja Hotels Plc proposed a dividend payment of 10k with

payment date of October 31, 2007 subsequent to the release
of its audited results for the year ended December 31, 2006 last

week. l

Update on Upcoming

African Petroleum Offer

AFRICAN PﬂﬂlElJM PLG

wleadership through quality

. Shareholders have approved the company’s plan to raise
additional funds of up to N40bn.

. The fund is likely to be raised through an offer for Subscription
and a right issue.

. AP is yet to file application with SEC.

. Offer price and amount of shares to be offered will be made
public at a later date.

. Offer likely to be in the last quarter of year 2007. |

Top 10 Gainers For The Week

oo e sor] owend|
%

SYMBOL PCLOSE CLOSE ||CHANGE

|aIRservicE || 1871 || 2385 || 27.47

|
fcuTix || 1888 || 2405 || 2738 |
[EkoCORP Il 624 || 794 || 2724 |
frHomaswy || 291 || 369 || 2680 |
|LONGMAN | 1192 || 1447 || 2139 |
|ADswiITCH Il 289 || 349 || 2076 |
[VITAFOAM Il 750 || 905 || 2067 |
|AFROIL /I 548 || 658 || 2007 |
|AFPRINT Il 272 || 323 || 1875 |
fcennN I 2130 || 2464 || 1568 |

Top 10 Losers For The Week

%

SYMBOL PCLOSE CLOSE ||ICHANGE|

[rranscore || 717 || 557 || -22.32

[FIrsTALUM I 262 || 215 || -17.94

|

|
|[UNITYBNK Il eso || s80 || -1471 |
|unTL Il 344 || 295 || -1424 |
|punLOP Il 350 || 303 || -1343 |
lunic Il 379 || 320 || -1319 |
|ABCTRANS Il 817 || 280 || -1167 |
|PRESTIGE Il 735 || 651 || -1143 |
|CORNERST Il 854 || 3815 || -11.02 |
|Lasaco Il 823 || 288 || -1084 |




Company Results

N'm N'm N'm N'm
31-July-07 [[3Mths [9,900.00 |[[3,320.00 [664.50 2,650.00
31-July-06 [[3Mths [5,300.00 [[1,400.00 [294.40 1,100.00
% Change 86.79% 137.14% [125.71% |140.91%
Nigeria
31-Dec-06 [[12Mths(1,230.00 [[-169.40 -127.10 [-296.60
31-Dec-05 [12Mths1,100.00 [-218.30 -6.20 -224.50
% Change 23% 22.40% -1,950% (32.12%
31-Dec-06 [12Mths|[4,600.00 [852.70 326.80 525.90
31-Dec-05 [[12Mths|[4,100.00 [744.60 310.40 434.10
% Change 12.20%% [ 14.52% 5.28% 21.15%
30-June-07 [[6Mths [1,100.00 [322.70 48.40 274.30
30-June-06 [6Mths [812.30 109.70 32.90 76.80
% Change 35.42% 194.17% (47.11% |257.16%
30-June-07 [[12Mths{1,198.00 (2,370.00 [1,000.00 [[1,370.00
30-Dec-06 [12Mths 500.00 460.00 50.00 41.00
% Change 139.6% 416.3% 1,940.8% [[235.00%

N'm N'm N'm N'm
30-June-07 [[6Mths [9,400.00 [-654.20 0.00 -654.20
30-June-06 [[6Mths (8,600.00 [-212.70 0.00 -212.70
% Change 9.30% -207.57% [0.00% -207.57%
30-June-07 [[3Mths [[1,700.00 [224.00 45.00 179.00
30-June-06 [[3Mths (1,600.00 [-121.00 0.00 -121.00
% Change 6.25% 285.12% [ 0.00% 247.93%

Primary Equities on Offer

Company No of Shares || Offer Opening Closing
Price Date Date
Dangote Minimum- N15.00 Sept 6 Sept 27
Flour 1000 units
International Minimum- NO.87 Aug 31 Sept 28
Breweries 1000 units
NAHCO Minimum- N17.50 Sept 10 Sept 28
1000 units
Hot Stocks for the Week
TARGET TARGET
STOCK ENTRY PRICE SALE PRICE
|LonGmAN I N13.00 Il n~2000 |
|aFricAN PETROLEUM || N66.50 Il Noo.oo |
|BETA GLASS I N15.00 I n~2s00 |
|PResTIGE Assurance || N7.00 || N1ooo |
INESTLE Il N22000 || n3s0.00 |

Executive Summary And Investment Rationale

LONGMAN NIGERIA
Recommendation: Buy Entry price: N13 Target price: N20
Backaround

ongman was established in Nigeria in 1961 as a book
Lpublishing company. It is an offshoot of the well-known
international company, Longman Group UK Limited, now known as
Pearson Education Limited. It had its shares listed on the Nigerian
Stock Exchange on July 23, 1996 and today has become the
largest educational publisher in Nigeria with a total of 280 staff and
offices strategically located in every state of the Federation. Its
main business is the publication of books, especially textbooks for
the entire scope of educational system in Nigeria, as well as
general reference and leisure reading materials. It has published
some of Nigeria's most successful learning texts, such as New
General Mathematics, Stone & Cozens Biology, Practical English
and the English Project series. Its leading role in publishing in
Nigeria has facilitated her to secure several book-related contracts
from governments and allied agencies. The company is a
beneficiary of several professional and social service awards such
as ‘The Outstanding Publisher's Prize’ of the Nigerian Publishers
Association, Nigerian Stock Exchange ‘Annual Merit Award’ for
1999, 2000 and 2001. The company’s financial year- end is 31%
December. Mr. Daniel Nnaemeka Obidiegwu is the Managing

Director/CEO.



Investment Basis

rom the audited results for the year ended 31% December
FZOOB, turnover increased by 33% from N1.304 billion in 2005
to N1.743 billion in 2006. PBT increased by 63.5% from N173.399
million in 2005 to N283.561 million in 2006 while PAT increased by
70% from N119.843 million in 2005 to N203.751million in 2006.
Based on the stellar performance management proposed a
dividend of 40 kobo, which was paid on July 2™ 2007. Similarly,
the company recently released the un-audited first quarter result
for the period ended March 31, 2007 which showed Turnover
increasing 45.45% from N220.209 million to N320.295 million, PBT
increased by 76.32% from N7.907 million to N13.942 million while
PAT increased by 76.32% during the period.

Future Outlook

ongman having achieved the zenith as the foremost publisher
Lin Nigeria is not resting on its oars. The company is exploring
different business strategies to enable it maintain its leadership
position. Nigeria has a large population and its reading culture is
still at its lowest point. There are on-going attempts by
government to see that the generality of the people imbibe the
reading culture. This will boost the demand for books and printed
materials. Also, the company has an existing relationship with the
Federal government in securing contracts that are key-book related
which will boost its income. With its growing population and
emphasis on education, schools both at the elementary and at the
tertiary levels are on the increase. The combined effect of this is
that of a growing market for the business of Longman. Based on
all these factors and the sound fundamentals displayed by the
company the share price is expected to continue to go up. Long-
term investors as well as short-term investors can conveniently
take positions in the stock. The share price is expected to

appreciate to N20 in the next six months. l

AFRICAN PETROLEUM
Recommendation: Buy Entry price: N66.50 Target price: N90
Backaround

frican Petroleum (AP) was incorporated on December 11,
A1964 and listed on the Nigerian Stock Exchange in 1978. The
company is a major oil marketer of refined petroleum products
with a strong presence in the thirty-six states of Nigeria and Abuja
with over 500 AP-owned, dealer-assisted and dealer- developed
retail outlets spread across the country. It also manufactures and
markets a wide range of high quality BP branded lubricants at its
50,000 metric tonne lubricants blending plant at the AP Apapa
installation. To fully maximise it's potentials, AP diversified into

Chemicals and Bitumen Sales, Insecticide Manufacture, with Real
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Estate Development and Oil Services handled by its subsidiaries AP
Properties and AP Qil Services respectively which are wholly owned
by AP. The company’s financial year-end is 31% of December, while
Afribank Registrars the company’s registrar. Mr. Femi Otedola is
the new Chairman. For now, he doubles as the company's MD/CEO

until a substantive MD/CEO is appointed.

Investment Basis

he company financial year result showed a 92.9% increase in
TTurnover from N42.7 billion in 2005 to N82 billion in 2006,
while PAT increased from a loss of N3.4 billion in 2005 to a profit
of N2.4 billion in 2006. Total Asset increased by 47% from N19
billion in 2005 to N28 billion in 2006. The company's second
quarter result for the period ended June 30, 2007, showed an
increase in turnover over of 41% from N34.6billion in 2005 to
N48.8 billion in 2006, while PAT increased by 8.7% from N1.98
billion in 2005 to N2.15 billion in 2006. Over the five year period,
Turnover increased by an average of 31% while Total Asset grew

by an average of 22%.

Future Outlook

he 2006 performance of the company marked a sharp change
Tfrom the loss position, which the company had found itself in
the last four years following its privatisation in 2000 by Sadiq
Petroleum. The company bided and won the contract for the
importation of Jet Al (aviation fuel) into Nigeria and it also intends
pumping massive funds into the construction of new filling
stations, and the revamping of ailing ones in order to provide
quality services to its customers. The company has just concluded
arrangements to venture into the capital market to raise N35 billion
as approved at its yearly general meeting held last month. The

company is a good buy for long-term investment. W

BETA GLASS
Recommendation: Buy Entry price: N15 Target price: N25
Backaround

eta Glass Company was founded in 1974 as Delta Glass
BCompany and changed its name to Beta Glass Company in
August 2000. The company is headquartered in Lagos, Nigeria.
Beta Glass operates as a subsidiary of FrigoGlass Industries
(Nigeria) Limited. The company was listed on the trading floor of
the Nigerian Stock Exchange (NSE) on February 17, 1986. It
belongs to the packaging sector by NSE classification. Beta Glass is
engaged in the business of manufacturing glass, bottle and
tableware. The ownership structure of the company is distributed

as follows, Frigoglass Nigeria Limited 60.05%, Delta Investment

4



Holding 8.17%, Delta State Ministry of Finance 8.47%, others
23.31%. Financial year-end is 31" December. Mr. Panos

Giannopouios is the Managing Director/CEO.

Investment Basis

eta Glass Company has improved greatly on their financials.
BThe audited result of the company as at 31% December 2006
impacted greatly on the stock price. Turnover was up by 9.3% to
N5.27 billion from the previous year's N4.82 billion, while the profit
after tax increased by 74.3% from N218.65 million in the previous
year's figure to N381.09 million. The company's second quarter
result for the period ended June 2007 depicts a tremendous
increase in turnover by 35% from N2.37 billion in 2006 to N3.20
billion in 2007. PAT also changed by 32% from N243 million in
2006 to N321.5 million in 2007. Beta Glass Company earnings per
share was NO0.84k as at full year ended December 2006 and a
dividend of NO.15 kobo per share was given to shareholders to
strengthen investors’ confidence and expectation. The company’s
first quarters earnings per share of 38kobo was impressive when
compared with first quarter performances of some companies
whose market prices are higher than that of Beta Glass- companies
such as Presco with first quarter EPS of 16kobo, RT Briscoe

27kobo, CAP 37kobo, UAC 28kobo, and GSK 23kobo.

Future Outlook

eta Glass appreciated in price by 255% from N4.23 in January
Bto a current price of N15.00 with N17.00 as the highest so far
this year. The company has consistently paid dividend from 1998-
2007; it has issued bonus three times within the same period. The
company outshined its competitors like Oluwa Glass Company and
W.A Glass industries and remained the only promising and
surviving glass-manufacturing company. As the economy improves,
construction work and building tends to be on the increase and the
resultant effect is high demand for building materials, which
includes glass among others. Consequently, Beta glass company’s
turnover and profit after tax are expected to increase. The dilution
of the shares of Delta state Government led to re-engineering and
re-invigoration of the company for better performance. It is
obvious that the company has done well for short and long-term
investors to take position and anticipate subsequent improvement
in the company’s quarterly results. An entry price of N15 is good
and a target price of N25 within the next seven months is

projected. M
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PRESTIGE ASSURANCE
Recommendation: Buy Entry price: N7 Target price: N10
Backaround

restige Assurance is an insurance company that underwrites
Plife business. It was incorporated on January 6, 1970. It was
listed on the Nigerian Stock Exchange on December 3, 1990. The
company is affiliated to an international organization, the new
India Assurance Company Limited, Bombay, India. The company,
in July 2006, raised funds from investors in the form of offer for
subscription to be able to meet the N3 billion capital base required
by NAICOM, which was 53.76% over-subscribed. Prestige
Assurance won the ‘Pearl Leadership Award’ in insurance category
for the third time, in recognition of its outstanding performance in
the insurance sector of the nation. The company is planning to
diversify into real estate development, and as a proactive firm, it
has repositioned as a mini financial supermarket for its esteemed
clients, having embarked on lease financing, commercial papers,
bankers acceptances and investment in a Pension Fund
Administration (PFA). The Managing Director/CEO of the company
is Mr. Yugandhara Sunkara. The company financial year-end is 31%

December.

Investment Basis

he recent half-year report for period ended June 30, 2007
Tshows an increase of 33.25% in turnover to stand at N1.054
billion in 2007 as against N0.791 billion for corresponding period in
2006. PBT recorded 71.15% growth, from N0.208 billion in 2006 to
NO0.356 billion in 2007, while PAT grew by 71.63% from NO0.141
billion to N0.242 billion in 2007. Audited results for financial year
ended 31% December 2006 were equally impressive. Gross
premium rose from N1.26 billion in 2005 to N1.53 billion in 2006.
PAT went up by 43% recording N0.407 billion in 2006 as against
NO0.284 billion in 2005. Prestige Assurance has a very good bonus
and dividend history. It consistently paid a bonus of 1 for 4 about
five times in the past including last year and 1 for 2 in 2005. It also
paid dividend within the period. The company share price recorded
122.4% appreciation from January 2007 to date.
Future Outlook

restige Assurance is aiming at 35% growth rate in 2007 by
Praising its premium income level to over N3 billion within the
next three years. Going by the performance recorded in the
company's financials this can be achieved conveniently. The target
price of N10.00/share can be met within the next 6 months. The

stock is a good buy for both long and short-term investment. l



NESTLE FOODS NIGERIA
Recommendation: Buy Entry price: N220 Target price: N350
Backaround

estle Foods Nigeria has been operational in Nigeria since
N 1961. It was listed on the Stock Exchange on April 20, 1979.
It is a subsidiary of Nestle S. A. of Switzerland. Nestle S. A. of
Switzerland and Nestle CWA Limited owns 62% of Nestle Nigeria.
Nestle Nigeria is part of the Nestle Group, the world's leading food,
nutrition, health and wellness company renowned for its high
quality products, ranging from baby foods, dairy products,
beverages, chocolates, bottled water, prepared foods and the magi
range of seasonings. Nestle has a reputation for improving its
products regularly. An example is the re-launching of its popular
food beverage-Nestle Milo, which is now fortified with proprietary
formula, Actigen - E. Its financial year-end is December 31. Mr.

Klaus Wachsmuth is the Managing Director/CEO.

Investment Basis

estle has consistently improved on its financials every year.
NThe company’s turnover increased by 11.88% from N34.34
billion in 2005 to N38.42 billion in 2006. A five-year analysis shows
an average increase of 18.47% in turnover. PAT increased by
6.79% between 2005 and 2006 while between 2002 and 2006, it
grew by an average of 16.44%. Unaudited results for the first
quarter ended 31 March 2007 saw turnover increasing by 21.04%
from N8.46 billion in 2006 to N10.24 billion in 2007, while PAT
increased by 19.69% from N1.27 billion to N1.52 billion for
corresponding period last year. If the 21.04% and 19.69%
increases between 1% quarter 2006 and 1% quarter 2007, in
turnover and PAT respectively are maintained for the rest of the
year, then the turnover will be about N47 billion, while PAT will be
about N8 billion at the end of the financial year. Total asset of the
company is about N17 billion, while the shareholders’ fund as at
2006 was N1.75 billion. EPS is N10.71 and its DPS for 2006 was
N10.00.

Nestle started the year with a price of N235/share and reached the
peak of N347.14/share on February 28, 2007. With a current price
of N215/share as at September 14, a price close to the year's low
of N196/share, this is the best time to key into the stock as its
price continue to rally with the company drawing closer to the end
of the third quarter when another impressive result will hit the

market.

Future Outlook
Nestle products are necessities for every household. With

growing population the demand for their products has been
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on the increase for sometime now. It is therefore expected that
Nestle will be able to generate more profit for the current year.
Also, it is in the habit of Nestle to generously reward its investors.
This can be seen in the way the company has consistently paid
dividend to shareholders every year for the past ten years. Its
average dividend payout ratio is 90%, meaning that almost all
earnings are paid out as dividends. This has increased the
confidence of the investors in the company. Its earnings per share
and dividend payout are attractively high. It is certainly a
confirmed blue chip; investors should buy and hold the stock for
income and capital appreciation. Based on the tradition of good
dividend payment and bonus issue, the price will rally up to about

N350/share within the next seven months.

FG To Consider Resolutions of

Economic Summit

Umaru Yar’Adua
President

he Federal Government has pledged to adopt the resolutions
Tof the Nigeria Economic Summit as working tools in moving
the economy forward. This was made known by the Economic
Adviser to the President, Mr. Tanimu Yakubu, while delivering the
message of President Musa Yar'Adua to the closing session of the
just concluded 13" Nigeria Economic Summit that took place in

Abuja.

President Yar'’Adua had earlier at the summit said that government
would intervene towards addressing all impediments in the areas
of regulatory, legal and market frameworks to make the country’s
business environment more conducive to private sector
investment. The President noted the need to create necessary
linkages with the capital markets for easy access to investible
funds for accelerated development of the nation’s infrastructure
and human capital development. According to him, there is the
need for the nation to take advantage of the great possibilities
provided by the competitive opportunities and advantages which

today’'s knowledge and technology-driven world offers.

Stressing innovation as a prime driver of change in today’s global

economy, the President promised, “to present all resolutions and
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deliberations before the Economic Management Team (EMT) for

further discussions at the Council level”.

President Yar'Adua said his administration would strive to maintain
macroeconomic stability and create a conducive business climate
that will attract, encourage and support businesses to start and
thrive. “We shall also promote competitiveness, believing as we do
that this offers the most effective and sustainable path towards the
transformation of Nigeria into a diversified economy with exciting

growth opportunities”.

He challenged the private sector to take the lead so that the target
of becoming one of the 20 advanced economies of the world by
2020 would be achieved noting that synergy must exist between it

and the public sector.

To stand out among the 20 largest economies in the world by
2020, the nation’s economy is expected to hit between $800 billion
and $900 billion with an average annual GDP growth rate of 13-

25%.

Participants at the summit which had at its theme: “Nigeria:
Positioning for the Top 20 League”, agreed that life expectancy
index in Nigeria must grow from 46 to over 70 years, infant
mortality and maternal mortality in the area of health must be
improved by 2010, the nation should be able to deliver 13,500MW

of power, and also gas policy must be appropriate.

Also agreed on is the need for government to conclude a 100 per
cent rehabilitation of roads at all levels, construct the East-West
Rail Line and open up the Inland Waterways as well as
the establishment of Infrastructure Concession Regulatory
Commission. Security of life and property as well as the
strengthening of institutions of representative democracy and
improvement of access and speed to justice must be highly
considered. Government was urged to consolidate Nigeria's
leadership role in Africa and the globe at large, by sustaining and
expanding its participation at the sub-regional, regional and globe

arena. @

Money Market Highlights

1 The market was liquid throughout the week as part of
last month allocation still filtered in. The Nigeria National
Petroleum Corporation (NNPC) however withdrew a total
of N2.56 billion. At the end of the week, interest rates
rose moderately as 7-day NIBOR closed Friday's trading
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session at 7.04% from 6.83% at the end of the previous
week, while 30-day and 90-day NIBOR closed at 12.95%
from 12.75% and 13.42% from 13.38% respectively

over the same period.

At the primary market for treasury bills held on Friday,
the CBN sold 91-day Treasury Bills. Participants at the
auction demanded N210 billion while the apex bank
offered and sold same amount on demand thus resulting
in a subscription of 100%. The coupon rate for the sale
of the 91-day Treasury bill was reviewed downward by
10 basis point to 6.00% from 6.10%. The 182 — day and
364 - day Treasury Bills coupon rate closed the week at

6.50% and 8.13% respectively.

At the foreign exchange auctions held during the week
the CBN offered $80 million each both at Auction No. 67
held on 10/09/07 and Auction No. 68 held on 12/09/07
with the sums of $150.5 million and $146.61 million sold
respectively bringing total sales for the week to $297.1
million. 15 banks participated at the auction market on
10/09/07 while 18 banks participated at the 12/09/07
auction market. Total sales for the week went up by
174.3% when compared with 108.3$% million sold in the
previous week. The market witnessed a total net inflow
of N57 billion through the Open Market Operation and

Primary auction.

In the foreign exchange market, the Naira gained 6 kobo
to close the week at N124.75 to US$1 from the rate of
N124.81 to US$1 of the preceding week.

In the parallel segment of the market, the Naira
appreciated by 40 kobo to close at N128.50/US$1 from
N128.90/US$1 at the end of the previous week.

Similarly, in the inter bank market, the value of the Naira
also appreciated by 5 kobo to close the week at
N126.15/US$1 from N126.20/US$1 in the preceding

week. H



Money Market Review

LENDING RATES DEPOSIT RATES

Bank " Rate Bank " Rate

%
KEY ECONOMIC INDICATORS

Inflation Rate (July) 4.80

Inflation Rate (12 Mths Ave) July 6.00

Zenith || 19% zenith || 10%

I Il |
| I | .

Foreign Reserves (USb) July 42.90
| Diamond " 18% | | Diamond " 13% |
|__Ecobank || 18% ||||__Ecobank || 12.5% | GDP Growth Rate (2006) 5.63
| Fidelity M 18% Il Fidelity ||  129% |
I I I I MPR 8.00

Spring " 17% Spring " 12%

Source: Banking Halls of Banks Indicated

PARALLEL MARKET

| " " As @ 09/12/07 |
CURRENCY Selling Buying
£ 262.00 261.00

| LAGOS " $ " 128.20 " 127.70 |

£ 261.50 260.00

| IKEJA " $ " 128.00 " 127.00 |

£ 262.50 261.00

|AIRPORT " $ " 128.50 " 127.50 |

Source: ‘This Day’ Newspaper

CROSS RATES (as @ 09/12/07) -

[Name of currency || BUvING || cENTRAL || sELLInG |

|us Dollar | 123.78|| 124.8|| 124.75|

|Pound Sterling || 251.4476|| 252.4636|| 253.4795|

lEuro Il 171.864|| 172.5584| 173.2528]

|swiss France Il 104.6069|| 105.0206|| 105.4522|

|sapanese Yen Il 1.0864l] 1.0008|] 1.0052|
Source: CBN

FOREX ANALYSIS (as @ 09/12/07)

|$136,206,205m

Amount Sold at DAS

Amount Sold at BDC |$10.4m

|$146,606,250m
No. of Banks "18

Total Forex Sale

Source: CBN
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Corporate News

NICON Insurance Paid N1.5 Billion Pension Arrears

Barr. Jimoh Ibrahim
GMD NICON

n fulfilment of the promise made by the Group Managing
I Director of NICON Group, Barrister Jimoh Ibrahim to settle the
arrears owed pensioners over the years, NICON Insurance last
Tuesday, September 11, 2007 paid the arrears of pension claims

worth about N1.5 billion to various agencies and institutions.

The government agencies and institutions who are beneficiaries of
the payment include Nigeria Railways, who got N358.3 million, the
Petroleum Training Institute, Effurun, Warri, who went home with
N400 million drafts in full liquidation of its outstanding pension
claims from NICON Insurance. Other beneficiaries include, Council
of Legal Education which received N150 million, Michael Imoudu
Institute for Labour Studies got N50million, Federal School of
Survey, Oyo got N4Omillion, Federal Road Safety Commission
received N100 million, Auchi Polytechnic — N105 million, Federal
College of Education Kano - N1.5 million and National

Mathematical Centre — N5.6 million.

The Federal Polytechnic, Damaturu, Centre for Automated Designs,
Federal College of Education, Ede, Federal Polytechnic, llaro,
Federal Polytechnic Nasarawa, National Broadcasting Commission,
National Examination Council, Federal Colleges of Education at
Kontagora, Pankshin, Zaria, Gombe, Yola, Omoku, Oyo, Potiskum,

Asaba and Ehamufu were among the other beneficiaries.



Barrister lbrahim said that out of the 58 institutions earlier
published in a national daily that were invited for their payment, 46
of the institutions have had their accounts with NICON Insurance
“closed” including that of the Nigerian Railway Corporation. The
companies are expected to start on a fresh business note with
NICON Insurance. He said with these payments, Nigerians should

have confidence in the ability of NICON Insurance to cover risks.

He recommended all the representatives of beneficiaries to ensure
that photocopies of the cheques with which they pay their
pensioners be forwarded to NICON for confirmation and record
purposes while challenging other insurance companies to follow
suit in order to alleviate the suffering of pensioners in the

country.ll

SEC Release New Guidelines on Shares Allotment ... As CBN Stops

Verification of Capital Issue

Professor Ndi Okereke Onyiuke
D-G NSE

etermined to instill confidence in the capital market, the
DSecurities and Exchange Commission (SEC) has come up with
new guidelines on shares allotment. In a statement issued by the
Head, Media of SEC, Lanre Oloyi, all issuing houses and issuers are
now to submit proposals of share allotment to SEC within six
weeks of completion of such offers. This order arose out of
noticeable delays and artificial equities price growth stimulated by
most issuing houses and issuer registrars with such delays leading
to shareholders receiving their share certificates several months
after public offers. SEC has also insisted that issuing houses must
continue to publish the approved allotment procedure in two daily
newspapers. The capital market operators are also to dispatch
share certificates to all investors within 15 days of allotment
approval from the capital market apex regulatory body. Where
applications are not accepted or accepted for fewer securities than
the number applied for, return monies must be dispatched within 5
working days of allotment clearance. Non-compliance to these new
rules would attract sanctions, says the Commission.
Meanwhile, respite came the way of investors in primary market
issues over the weekend as the Director General of the Nigerian
Stock Exchange, Professor Ndi Okereke Onyiuke announced the

cancellation of verification of applications by CBN before allotments
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of shares especially for banks and other financial institutions that
come to the capital market for fresh capital raising. She made this
pronouncement at the Annual General Meeting of the Nigeria Stock

Exchange, which held over the weekend.

The cancellation came against a backdrop of long delays in the
allotment and issuance of share certificates to successful primary
issues subscribers. Hitherto, the CBN had the responsibility of
verifying all application proposals before allotments are made
specifically for banks shares in a bid to checkmate money
laundering in the economy. This regulatory function of the apex
bank over time has been linked to the long delays investors
experience in receiving their share certificates. In lieu of the former
status quo, the CBN on suspecting money laundering in the
primary market would now notify the NSE to put a lien on the
stock preventing the stock from being sold until the apex bank
concludes its verification. This new development is aimed at

eliminating the delays in allotment of securities.
It is believed that these new developments would go a long way in

boosting investor’s confidence with operatives of the market while

making the primary market more investor friendly and profitable.ll

Investment Article

Where Is the Market Heading?

-By Uche Nwariwe

he bulls appear to be making a comeback to the secondary
Tmarket. This is evidenced by the bullish transactions recorded
on the floor of the Nigeria Stock Exchange (NSE) penultimate
week. Market capitalization rose from N7.82 trillion to N8.34 trillion
last week as the market witnessed a positive rebound after several
weeks of bearish trading. Consequently, the All-Share-Index
increased by 161.40 basis points to close at 52,452.49 points as
against 50,291.09 points at the end of trading on Friday,
September 7, 2007.



Last week’s rebound represents a recovery from the colossal loss
of N593.60 billion and 3,786.44 points or 7.00 per cent between
August 14 when the NSE capitalization and index hit their historic
high of N8.478 trillion and 54,081.52 points respectively and
August 24, 2007. The loss in those weeks paled the 3.6% by the
index in the week ended August 3, 2007.

Amidst these recent happenings and the rebound of last week, one
is tempted to conclude that the market is back to its bullish state
but watch it, how long would this rebound be sustained? That
should be the question on every savvy investor's lips especially
with so much pomp and pageantry going on in the primary

segment of the market.

The second quarter of the year ushered in a stream of quest for
fresh capital raising that would enable the borrowing companies,
who mostly are banks, remain competitive and undertake bigger
ticket transactions especially with the promise by the Central Bank
of Nigeria (CBN) Governor, Professor Soludo, to release a larger
chunk of the nation’s foreign reserve to any bank that raises its
capitalization to $1 billion. This has been the magnetic force
making the banks to race to the primary market with UBA opening
the door in what the MD/CEO, Tony Elumelu, called the ‘African
Dream Offer’. The bank, in March, came to raise a total of N54
billion by way of a hybrid offer and indications have it that bank

raked in money in excess of what it gunned for.

Oceanic Bank followed with its own offer running concurrently with
that of UBA. The bank came to raise N55.36 billion and the offer
also was over-subscribed to. First Bank was next on the queue
with its N100 billion ‘Elephant Offer’, reckoned as the Nigeria's
biggest public offering. As like the norm amongst preceding
offerings, the offer raked an unprecedented over-subscription
speculated to be between N350 billion and N500 billion. Access
Bank’s offer for N70 billion, which only closed on September 12,
after a two weeks extension, followed. According to the bank’s
Chief Financial Controller, Seyi Kumapayi, the feelers the bank is

getting is that of over-subscription.

Just as Access Bank is closing their offer, the nation’s renowned
industrialist Dangote approached the market in what analysts
foresee as another round of successful outing for the group
following the successful Initial Public Offering of one of the
companies in the Dangote conglomerate, talking about Dangote
Sugar Refinery Plc. This time around, it is Dangote Flour that has
been unleashed to the nation’s ever-patriotic investors by way of

offer for sale. The company is looking at raising N18.75 billion from
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the market. With its sound fundamentals, the promise to
accommodate as many small investors as possible even if it will
mean a reduction in the percentage of shares to be preferentially
allotted, and the promise to pay 10% interest on returned monies
for unalloted shares, indications are that the offer would be

another huge success.

National Aviation Handling Company (NACHO) and International
Breweries Limited, llesa, are two other stocks currently on in the
primary market. Whereas NACHO is looking for N2.152 billion
through a hybrid offer, International Breweries is looking for
N1.392 billion.

Other companies on the queue for the primary market before the
end of the year include Fidelity Bank whose stock has been placed
on technical suspension since July 30, 2007 following the bank’s
application to raise fresh funds. Afribank stock has also been
placed on technical suspension on receipt of its director’'s approval
to raise N100 billion from the market. First City Monument Bank is
also sharpening its sword as it plans to raise fresh N44 billion come
September ending while Sterling Bank, is also about to pitch its
tent in the primary market for a fresh N100 billion. Speculations in
the market also have it that Zenith Bank, Bank PHB, and Wema

Bank, are also warming up for another round of fresh raising.

The implication of these hyper primary market activities is that
funds and attentions are being shifted from the secondary market
to the primary market, causing a dwindling effect on the secondary
market segment. This dwindling effect is further spiced by the
trapping of these funds in the offers as neither allotment nor listing
of even the completed offers have been executed. All the public
offerings executed by banks since the second quarter — UBA,
Oceanic, First Bank — are in this category. With more offerings still
lined up, the sustenance of the recent rebound in the market is an
issue for serious reflection. Consequently, many analysts and
operatives of the secondary market are expressing fears that the
secondary market rebound is only temporary, going by the volume

of funds trapped in the process, neither returned nor put to use.

Another dimension to the sliding impact of the new wave of public
offers on the secondary market is that investors in the secondary
market would most likely offload substantial volumes of their
holdings in the secondary in order to raise funds for the new
offers. This, of course, depreciates prices on the floor as demand is
outweighed by supply of the stocks. This development, however,

has two sides to it. For discerning investors with funds, it could be
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an opportunistic window to position into hitherto expensive but

good stocks.

Investing for the rest part of 2007, especially in the secondary
market calls for absolute caution and might not be as highly
profitable as the first quarter of the year was. In making good
returns for the rest part of the year, investors need to have an
eagle eyes and a tortoise mind. They really need to be discerning

and privy to very sensitive information.

Talking about information, there are the general ones easily
accessible to every player in the market but a winning strategy
here is to look out for the highly privileged information that would
give an edge in the market. Worthy of note here is that the
difference between the investor who will make huge returns for
the rest part of 2007, the ones who would make marginal returns
over the same period and those that will end up with losses would
primarily be a product of the quality of information at their disposal

and the rate at which these investors adapt to the information.

In adding to the quality of information a winning investors needs,
especially at a period of bottoming out as is the case with most
equities on the Nigeria Stock Exchange in recent times, it is our
belief that private placements in companies with plans of getting
listed on the exchange on the very short run is an alternative to
value investing in the secondary market for the rest part of the
year. The private placements are normally discounted from the
listing price, thereby ensuring immediate profit for an investor
immediately on listing, no matter how bearish the market is. As a
hedge for the uncertainties in the secondary market for the rest
part of the year engineered by the incessant public offering,

private placements are the answer.

However, for a medium to long term investment horizon, the
timing is appropriate for positioning in those stocks on the
exchange with very sound fundamentals and who hitherto have
gained so well but dipped in price due to the low ebb of activities
in the secondary market entrenched by the onslaught of public
offering. The principle is this: a savvy investor buys at very low
prices and sells at very high prices. And who wouldn't want to be

savvy?

Trapping of funds in public offering has been blamed on the
regulators of the market. The Securities and Exchange Commission
(SEC) is one of such regulators. SEC, as the apex regulator of the
capital market, is in charge of vetting the allotments of issued

securities. When banking stocks are involved, the CBN, because of
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the need to ensure that stolen and laundered money are not
redirected in buying up these offers, also have their own role to
play. Had these authorities expedited actions, the allotment of the
offers especially those that ended about three months ago would
have been executed, the new equities listed, excess monies
returned, the ebb of transactions would have significantly improved
more than what it is now. The improved magnitude of trade would
have rubbed off on the prices of equities on the floor causing
bubbles or rallies in some. With more offers on the queue, it is
hoped that the regulators would live up to expectations and help
make investing for the rest part of the year, a worthwhile and

profitable venture for investors.

So where is the market heading for the rest part of the year? It is
said that it is wherever the wind likes that it blows its dirt.
Wherever direction, bearish or bullish, that the market likes, it can
go. As the wind does not blow permanently from a particular
direction, the market cannot be in a solitary bearish or bullish state
forever. The unassailable truth however is that investors, at all
times, should exercise great caution whenever taking the decision
either to buy or to sell. Decisions should be based not on market
sentiments but rather on sound business fundamentals after
exhaustive due diligence. This is the reasonable thing to do that

can guarantee good returns ultimately, while avoiding loss.

Uche Nwariwe is an Investment Officer with Nicon Investment
Limited.

Investment Education Column

In this edition, Mr. Obiazi continues in his write-up on
‘Securities Market’ by taking a look at the Nigerian Stock

Exchange (NSE). Happy reading.

The Nigerian Stock Exchange

he Nigerian Stock Exchange (NSE) was established in 1960
Tand it began operations on June 5, 1961. At inception it was
known as the Lagos Stock Exchange (LSE) with one trading floor in
Lagos. In December 1977, the LSE was transformed into NSE with
three trading floors in Lagos, Port Harcourt, and Kaduna. Currently,
there are seven trading floors in Lagos, Port Harcourt, Kaduna,

Kano, Onitsha, Abuja and Ibadan.
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The major functions of the Stock Exchange are:

- Providing the mechanism for the introduction and
marketing of new issues of securities through public
offering.

- Providing the mechanism for continuous trading of
long term securities, thereby creating a secondary
market for such investment.

- Creating the forum for determining the market
prices of securities through the inter play of the
forces of demand and supply.

- Providing liquidity to investors who desire to trade
their holding of securities for cash.

- Protects security owners through regulations
designed to eliminate dishonest and irregular

practices in brokerage business.

Membership Of The NSE
There are two types of members of the Nigerian Stock Exchange.

These are the ordinary members and dealing members.

Ordinary members are individuals and institutions that own the
issued share capital of the exchange. They are appointed to make
contribution to the development of the exchange based on their

experience, expertise, and position in the business world.

Dealing members on the other hand are individuals or institutions
who in addition to being ordinary members, are licensed by the
Council of the Exchange to trade in shares, stocks and bonds.
Dealing members are stockbrokers and stock broking firms. They
do not earn any dividends. Their remunerations consist of
brokerage commission, issuing house fees and fees for other

financial services.

The Council is the highest policy-making body of the exchange
equivalent to the Board of Directors of a company. It is made up of
individuals and financial institutions chosen from the membership.
Members elect the President and the Council Members at the
Annual General Meeting. Dr. Oba Otudeko is the current President.
There are branch councils for each of the trading floor. The
council has committees to facilitate its functions and they include:

- Quotation Committee

- Disciplinary Committee

- Finance and Management Committee

- Merit Award and Publications Committee etc.

The management of the Exchange is under the Director General.

Professor Ndi Okereke Onyiuke is the current Director General. The
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activities of the Exchange are carried out through four (4)
departments and the branch offices. The departments are:

- Administration and Secretarial

- Second-tier Securities Market

- Research and Information System

- Quotation

The Exchange has a Code of Conduct governing ordinary and
dealing members as well as its staff. It also has rules and
regulations that govern the behaviour of dealing members in their
dealings with the exchange, with investors and among them. In
addition, it has rules governing the listing and admission of

securities to the exchange popularity known as the ‘Green Book'.

There is a two-tier market structure in the Nigerian Stock
Exchange. These are the Main List and the Second-tier Securities
Market (SSM). The main list or official list covers first-tier securities
which are in the majority on the Exchange. In April 1985, the SSM
was established to encourage small and medium scale companies,
especially the indigenous ones, to seek quotation in the stock
market. Companies quoted on the SSM are groomed to seek full

listing later.

The listing requirements of the SSM are comparatively more liberal

than the normal listing requirements of the exchange. They are:

NORMAL LISTED SECURITIES SSM

Companies must be public companies The same requirement

obtains

Trading records for 5 years Trading records for 3 years

Application must be sponsored by one of the | The same requirement

dealing members of the Exchange obtains

Date of which the latest audited figures | Not more than nine months.

referred-must not be more than nine months.

Not less than 25% or #125,000 of issued share | At least 10% or 50,000 of
capital must be made available to the public the equity capital must be

made available.

Annual quotation fees based on the share | Flat annual charge of

capital of the company.

§30,000

The amount that can be raised is limitless
depending on the borrowing powers of the

company.

It may not exceed N20

million

Companies to submit quarterly, half yearly and

annual statements of account.

Companies to submit half
yearly and annual

statements of account.

Number of shareholders must not be less than
300

Number of shareholders
must not be less than
100.
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The Abuja Stock Exchange (ASE) was established in year 2000. It
was formed by the Central Bank of Nigeria, the National Insurance
Corporation, Bank of the North, Nigerian Industrial Development
Bank, the Nigerian Reinsurance Company and Nigerian Bank for
Commerce and Industry. These firms were the initial shareholders
of the Exchange. The Exchange is fully automated to ensure
continuous trading in securities nationwide through computers and

telephones.

Procedures For Public Issues Of Securities
The procedure for making new issues of securities or going public

involve the following processes.

Preliminary Meetings

Preliminary meetings is for representatives of the issuing firm and
the issuing houses to hold several preliminary meetings, to discuss
the amount of capital to be raised, the type of securities to be
issued, the terms of the issue and terms of underwriting
agreement. The issuing house usually makes an exhaustive
investigation of the issuing firm's business prospects and prepares

a preliminary report on the proposed public issue.

Appointment of Other Professionals

A firm of chartered accountants (auditors) is usually appointed to
audit the financial situation of the issuing firm and provide
accurate financial information to protect the investing public.
Reporting accountants who are also firms of chartered accountants
will be involved to provide an independent opinion on the financial
reports and prepare financial statement and forecasts in the
prospects. Stockbrokers who are to process application for the
listing of the shares on the Stock Exchange and formally ensure
listing on conclusion of the offer are appointed. Registrars will be
appointed to register and process all share application forms, send
out share certificates to successful applicants and return monies to
unsuccessful applicants where excess subscription cannot be
capitalized. Also appointed are Solicitors to the issuing firm that will
ensure that the company meets all legal requirements, and
Solicitors to the issue, which prepares and files the vending,
underwriting and other agreements and ensure disclosure of all
material information to the public. Receiving agents and Receiving
banks that will serve as centers for the distribution of offer
application forms as well as centers for the collection of
subscription  forms/monies  will equally be appointed.
Publication/Communication Consultants will be required to do proof
prints and final prints of prospectus and other offer documents in
line with specified quality and quantity based on the

documentation supplied by the issuing houses as well as package a
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publicity campaign proposal for the offer to ensure its successful

implementation.

Registration of Application

The issuing house is required to register an application for the
issue with the Securities and Exchange Commission (SEC) and the
Nigerian Stock Exchange (NSE). The application must contain full
information for investors to judge the quality of the issue. It is a
package that includes the trust deed in the case of bonds. On
approval of the issue by SEC and the NSE, the issuing house
prepares the prospectus of the issue. The prospectus is the
vending document, which enables investors to evaluate the
securities offered. The price at which the securities would be sold

is also determined and included in the prospectus.

Underwriting and Completion Meetings

The issuing house then arranges for the issue to be underwritten
and appoints an underwriting syndicate if necessary. At this stage
completion board meetings are held between the Board of
Directors of the issuing firm and all parties to the issue. At the
meetings, the final print of the prospectus and advertisement are
approved, the consent of all parties is acknowledged and the entire
processes of the issue are approved. In addition, the opening and
closing date of the issue are fixed.l

To Be Continued.

Mr. Bright Obiazi is a Business Development Manager with Nicon

Investment Limited.

Investment Jokes

Od Stockbroker's creed: A man is a client until proven

broke.

O A businessman on his deathbed called his friend and
said, "Bill, I want you to promise me that when | die you
will have my remains cremated." "And what," his friend
asked, "do you want me to do with your ashes?"
The businessman said, "Just put them in an envelope
and mail them to the Internal Revenue Service and write

on the envelope, "Now you have everything."

d An unscrupulous businessman was feeling very ill
and went to the doctor. The doctor examined him and
backed away, saying, "I'm sorry to tell you this, but you
have an advanced case of highly infectious rabies. You
must have had it for some time. It will almost certainly

be fatal."
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"Could you give me a pen and paper?" said the
businessman.

"Do you want to write your will?"

"No, | want to make a list of all the people | want to
bite."

d An economist is someone who gets rich explaining to
others why they are poor.

d A woman and her little girl were visiting the grave of
the little girl's grandmother. On their way through the
cemetery back to the car, the little girl asked, "Mummy,
do they ever bury two people in the same grave?" "Of
course not, dear," replied the mother, "Why would you
think that?" "The tombstone back there said ... Here lies

a stockbroker and an honest man." B
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