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EXECUTIVE SUMMARY 

2020 was a year full of hassles as countries around 
the world experienced the most severe economic 
downslide in almost a century. World powers and 
economies suffered deep recessions and economic 
rebounds within the space of months as financial 
markets plunged sharply. The global health 
pandemic created tragically unprecedented levels of 
deaths in peacetime and significant changes for 
many people in relation to both their work 
arrangements and social lives, notwithstanding 
challenges in relation to individuals’ physical and 
mental health. 

However, research breakthroughs on a medical 
solution to the Covid19 virus has been approved, and 
this holds the promise of a growth rebound in 2021. 
We expect a vaccine rollout in Q1’21, with the hope 
that normalcy can return to many countries. In 
addition, a more cordial and diplomatic relationship 
between the US and the rest of the world could 
positively influence global macroeconomic risks to 
the upside, enabling many countries to get back on 
the path of  growth. 

The World Bank projects that the global economy will 
expand by 4% in 2021, with the immediate policy 
priorities focused on controlling the spread of 
coronavirus and ensuring rapid and widespread 
vaccine deployment as well as strategic investments. 
The Bank projected, in its January 2021 Global 
Economic Prospects that Nigeria’s economy will grow 
by 1.1 per cent this year. 

The risk of a second wave of the virus is now being 
experienced in many countries. While public health 
systems are already stretched globally. The advent of 
winter could see a material increase in new cases. 
The global easing of travel and tourism restrictions 
also raises the risk of cross-border infections, as seen 
in the first wave, while the return of social interaction 
could accelerate local transmission. 

The COVID-19 outbreak sent economies around the 
world into a tailspin, depressing the demand for oil. 
At a March meeting of the Organization of the 
Petroleum Exporting Countries (OPEC), Saudi Arabia 
proposed that OPEC members and aligned oil-
producing countries known as OPEC+ cut their joint 
oil production by 1.5 million barrels per day to help 
stabilize falling oil prices. Russia, an OPEC+ country 
and the world’s third largest oil producer after the 
United States and Saudi Arabia, rejected the plan, 
thereby ending six years of Russian-Saudi 
cooperation on production policy.  

Covid-19 took its toll on the Nigerian economy in 
2020, after the FGN imposed widespread nationwide 
lockdowns in Q2-2020 to contain the virus. The oil 
market collapse wiped out export earnings and 50.0% 
of government revenue, even as domestic economic 
activities were ground to a halt in the country’s 
largest commercial hubs. The CBN devalued the 
Naira on its official and I&E windows in the face of the 
pandemic, launched a series of intervention 
programs, slashed the monetary policy rate and kept 
the system inundated with liquidity. Similarly, amid 
pressure on both oil and non-oil revenue, the FGN 
was forced to take bold actions. The pump price of 
petrol was somewhat deregulated, electricity tariffs 
were hiked, and the closure of the land borders was 
reviewed. 

Despite the concerted efforts, the economy slipped 
into another recession as GDP contracted in Q2 and 
Q3-2020. Inflation galloped to a 33-month high of 
14.89% y/y in Nov -2020, amid sharp food price 
increases and the currency market crisis. Also, the 
CBN imposed administrative measures to curb the 
depletion of the external reserves, which slid to 
$35.4bn (down $3.2bn YTD) in Dec-2020. As such, the 
parallel market rate crossed N500/$ in Q4-2020 while 
foreign capital inflows hit rock bottom. 
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In 2021, we expect GDP growth to rebound to 2.0%, 
buoyed by increased economic activity and some 
improvements in the oil market. 

In 2021, sentiment for stocks depends on the 
direction of monetary policy, particularly in relation 
to the yield environment. A sharp reversal of rates is 
likely to trigger a sell-off in the equities market,  

Accordingly, our projection for the Nigerian stock 
market in 2021 is that domestic interest, fueled by 
dividend expectations, is likely to sustain the market 
rally in Q1-2021. However, in the absence of foreign 
demand, we see a short-term bear market from Q2 to 
Q3-2021. 

 

MODEL PORTFOLIO TO HOLD IN 2021 
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A GLOBAL REVIEW 

When the outbreak of the virus became prominent in 
January 2020, close to 85,000 people had been 
infected worldwide, with a fast-rising share of these 
cases outside China. The epicenter of the outbreak 
was in Hubei province, which accounted for about 
4.5% of China’s output, but the effects grew quickly 
throughout China with efforts to control the spread of 
the virus leading to wide-ranging restrictions on 
passenger transportation, labour mobility and hours 
worked.  

In 2020, the global economy was hit with new 
uncertainties, as very few would have predicted a 
global recession in 2020. The pandemic caused the 
global economy to crater in March and April with 
lockdown globally. However, most businesses were 
able to function with most of their employees 
working remotely.  

Major central banks stepped up and began initiating 
policies to mitigate the effects of the Pandemic on 
the economy.  

 

 

 

 

S/N Stocks Sector Weight Current Price ? Exit Price ? Up/Downside Portfolio Return EPS P/E Div. Yield

1 DANGCEM Industrial 9.00% 231 285 23.38% 2.10% 12.25 14.24 7.11%

2 WAPCO Industrial 8.00% 27.5 33.5 21.82% 1.75% 1.75 10.69 4.48%

3 MTNN ICT 9.00% 170 205 20.59% 1.85% 7.09 20.31 5.13%

4 FBNH Banking 8.00% 7.35 8.9 21.09% 1.69% 1.87 3.88 5.14%

5 GUARANTY Banking 8.00% 32.9 41 24.62% 1.97% 5.05 7.13 8.52%

6 ZENITH Banking 8.00% 26.45 32.1 21.36% 1.71% 5.07 4.72 10.83%

7 ACCESS Banking 8.00% 9.25 11.26 21.73% 1.74% 2.7 2.97 7.14%

8 STANBIC Banking 8.00% 44 52 18.18% 1.45% 5.8 2.56 6.81%

9 PRESCO Agriculture 9.00% 74.5 90.2 21.07% 1.90% 5.03 4.64 4.40%

10 FLOURMILL Consumer goods 7.50% 32.2 38 21.12% 1.58% 2.33 12.02 5.10%

11 13.98% FEB 2028 FGN BOND 6.00% 127 100 13.98% 0.84% - - 10.05%

12 WAMCO OTC 6.50% 130 168.87 29.90% 1.64% 6.81 19.82 5.24%

13 14.20% MAR 2024 FGN BOND 7.00% 128.7 100 14.20% 0.85% - - 10.05%

100.00% 21.08%

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

KEY ECONOMIIC EVENTS IN 2020 

January 

• On January 7,2020, The Chinese authorities 
confirmed to the WHO that they had 
identified a new virus— temporarily named 
“2019-nCoV” and what is known today as the 
Novel Coronavirus or Wuhan virus. 
 

• Iranian Major General Qasem Soleimani of 
the Islamic Revolutionary Guard Corps was 
killed when US drone strikes hit near the 
Baghdad International Airport. The death of 
the major general, who is widely seen as the 
second most powerful figure in Iran, sparked 
speculations that an elaborate war  might 
begin. 
 

• China temporarily suspends plans to cross-
link companies on the London and Shanghai 
Stock Exchange due to increased political 
tensions between the two nations, 
particularly Britain's stance on the Hong 
Kong protests. 

 

February 

• Israel blocks all Palestinian export of agricultural 
products from the occupied West Bank following 
Palestinian limitations on imports of Israeli 
cattle. 
 

• Venezuelan Foreign Affairs minister Jorge 
Arreaza announced that His government, led by 
Nicolás Maduro, would take the U.S. to the 
International Criminal Court for alleged "crimes 
against humanity" 

 
March 

• The United Kingdom and the European Union 
start post-Brexit trade talks. 
 

• In an emergency move, its first since 2008, the 
U.S. Federal Reserve cuts the federal funds rate 
by 0.5%, to a range between 1 and 1.25%. 

• Joe Biden was declared winner of the 
Washington Democratic primary.  

April 

 U.S. President Donald Trump announces the 
United States is suspending funding of the World 
Health Organization (WHO) pending an 
investigation of its handling of the coronavirus 
pandemic and its relationship with China. 

 
 Missouri became the first U.S. state to file a 

lawsuit against the Chinese government over the 
coronavirus pandemic. 

 

May 

• The Trump administration announced it will 
withdraw from the Open Skies Treaty within six 
months, alleging continuous violations by Russia. 

• The Central Bank of Venezuela launched a legal 
claim against the Bank of England, to try to force 
the British bank to release €930m ($1bn; £820m) 
worth of Venezuelan gold it claims it holds. 

• Israel's new unity government was sworn in, after 
18 months of rule by a caretaker government. 

 

• China suspended imports of beef from four 
Australian abattoirs, saying that its customs 
agency "continuously" found violations of 
inspection and quarantine requirements. 

 

June 

• U.S. Secretary of State Mike Pompeo announces 
sanctions on four shipping firms for transporting 
oil from Venezuela. 
 

• Prime Minister Boris Johnson announces that the 
United Kingdom will change its immigration laws 
to offer a pathway to UK citizenship for all Hong 
Kong citizens who are eligible. 
 

• North Korea issues a warning that it would end a 
2018 inter-Korean military agreement if South 
Korea fails to stop defectors and activists from 
sending anti-Pyongyang leaflets into the 
demilitarized zone (DMZ). 
 

• Iran issues an arrest warrant against U.S. 
President Donald Trump and asks Interpol for 
help. Tehran prosecutor Ali Alqasimehr accuses 
Trump and 30 others of "murder and terrorism 
charges" for the killing of Qasem Soleimani in 
January.  

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

August 

• The European Union provides Fiji with a US$23.4 
million budget to help the Pacific country fight 
the COVID-19 pandemic. 
 

• Former Vice President Joe Biden chooses 
Senator Kamala Harris as his running mate, 
making her the presumptive 2020 Democratic 
vice presidential nominee. She is the first black 
woman and first Asian-American vice 
presidential nominee for a major party. 
 

• Germany declared all of Spain except for the 
Canary Islands a high risk region following a 
spike of COVID-19 cases in the country. 

 
September 

• British Prime Minister Boris Johnson 
announced October 15, 2020, as the deadline 
for a post-Brexit trade agreement with the 
European Union. 
 

• Polish Prime Minister Mateusz Morawiecki 
proposed a €1 billion (US$1.2 billion) 
stabilization fund by the European Central 
Bank to revitalize the Belarusian economy 
amid protests. 
 

• The United States Secretary of State Mike 
Pompeo declares the 2015 nuclear accord 
with Iran as no longer in force.  
 

• Japan and the United Kingdom reached a 
tentative free trade agreement, which British 
trade secretary Liz Truss hailed as the UK's 
"first major post-Brexit trade deal". 

 

October 

• Moody's downgrades the United Kingdom's 
debt rating to Aa3 with a stable outlook. 
 

• Italy approves a new $4.7 billion stimulus 
package in its 2021 budget to foster an 
economic rebound from the recession 
caused by the COVID-19 pandemic. 

 

 

• Soldiers allegedly open fire against protesters for 
about an hour and a half during protests against 
police brutality in Lagos, Nigeria, killing about 20 
people and wounding at least 50 others. It is 
reported that the soldiers had built a barricade 
and ambulances could not reach the protest 
area. 

 

November 

• The Reserve Bank of Australia slashed its official 
cash rate to a historic low 0.1%, in an attempt to 
boost spending in the economy. 

• Americans head to the polls to vote for their 
President and Vice President. 

• The United States officially withdraw from the 
Paris Agreement. 

• Japanese economy grew at annualized rate of 
21.4% in July-September quarter after two 
consecutive quarters of contraction due to the 
pandemic, driven by rise of private spending and 
exports. 

 

December 

• UK Prime Minister Boris Johnson and 
President of the European Commission 
Ursula von der Leyen agree to set a deadline 
for a trade agreement between the UK and 
EU by 13 December. 

• The cryptocurrency bitcoin hits an all-time 
high of US$20,440 after jumping more than 
4.5% amid high demand from large 
investors. 

• The United States House of Representatives 
passes a $900 billion COVID-19 relief bill with 
a vote of 359-53. 

• European Union ambassadors unanimously 
approve the EU–UK Trade and Cooperation 
Agreement with the United Kingdom. 

• The European Union announces that it is 
close to reaching an investment deal with 
China. 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

IMPACT OF COVID-19 ON THE OIL 
MARKET 

The COVID-19 pandemic drastically reduced global oil 
demand. Beginning in January 2020, many 
governments restricted travel and closed businesses 
to stem the outbreak of coronavirus in their 
countries. Oil prices started the year strongly at $64/b 
in January, but plummeted in the second quarter, 
closing as low as around $19/b globally with one day 
in April even closing at -$37/b in the U.S. Prices 
averaged $41/b in September, down $4/b from the 
average price in August. Global crude oil prices 
averaged $40 per barrel (/b) in October and are 
projected to hit an average of $47/b in 2021, 
according to the U.S. Energy Information 
Administration's (EIA) Short-Term Energy Outlook. 
Global oil production in September decreased by 0.06 
million barrels per day (bpd) to an average of 90.71 
million bpd. Countries that are net exporters of oil 
experienced an unprecedented double blow; a global 
economic contraction  driven  by  the  COVID-19  
pandemic  and  an  oil  market  collapse  with the 
benchmark price for United States crude oil, the West 
Texas Intermediate, briefly going negative for the first 
time in history(in April 2020).  

OIL PRICE MOVEMENT 2020. 

 

WORLD BANK: GLOBAL GAS 
FLARING AT ITS HIGHEST SINCE 
2009 
Estimates from satellite data show global gas flaring 
increased to levels not seen in more than a decade, to  
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150 billion cubic meters, equivalent to the total 
annual gas consumption of Sub-Saharan Africa. The 
3% rise, from 145 billion cubic meters (bcm) in 2018 
to 150 bcm in 2019, was mainly due to increases in 
three countries: the United States (up by 23%), 
Venezuela (up by 16%), and Russia (up by 9%). Gas 
flaring in fragile or conflict-affected countries 
increased from 2018 to 2019: in Syria by 35% and in 
Venezuela by 16%, despite oil production flattening in 
Syria and declining by 40% in Venezuela. 

The top four gas flaring countries (Russia, Iraq, the 
United States, and Iran) continue to account for 
almost half (45%) of all global gas flaring, for three 
years running (2018-2020). When looking at all oil-
producing countries, excluding the top four, gas 
flaring declined by 9 bcm (or 10%) from 2012 to 2019. 
In the first quarter of 2020, global gas flaring fell by 
10%, with declines across most of the top 30 gas 
flaring countries.  

The “Zero Routine Flaring by 2030” initiative (the 
Initiative), introduced by the World Bank, brings 
together governments, oil companies, and 
development institutions who recognize the flaring 
situation described above is unsustainable from a 
resource management and environmental 
perspective, and who agree to cooperate to eliminate 
routine flaring no later than 2030. 

COMMODITY MARKETS IN 2020 

The worldwide outbreak of COVID-19 was followed by 
a substantial downturn in the global commodity 
markets. A commodity market is a market that trades 
in the primary economic sector rather than 
manufactured products. The mitigation measures 
adopted to fight against the pandemic significantly 
affected the supply chains and commodity markets. 
Due to the restrictions in traveling and even complete 
lockdowns in some countries, demand and supplies 
of commodities were under extremely hampered. The 
oil market was significantly affected by the pandemic 
outbreak by facing the unprecedented fall in its 
demand and steepest reduction in its price recorded 
in the month of March 2020.  

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

 

Metal prices also faced a declining trend, while the 
agriculture sector was the least affected due to its 
indirect association with economic activities. The 
disturbances in supply chains severely affected the 
commodity markets in Q2 and Q3, while food security 
was a prime concern. The Prices of major 
commodities faced a downward trend. 

 

 

US PULL OUT OF PARIS AGREEMENT 

On November 4, 2019, the administration gave a 
formal notice of intention to withdraw, which takes 
12 months to take effect. The withdrawal undercuts 
the foundation of global climate governance and 
upsets the process of climate cooperation, and the 
impacts are manifold. The withdrawal undermines 
the universality of the Paris Agreement and impairs 
states' confidence in climate cooperation; it 
aggravates the leadership deficit in addressing global 
climate issues and sets a bad precedent for 
international climate cooperation. The withdrawal 
reduces other countries' emission space and raises 
their emission costs, and refusal to contribute to 
climate aid makes it more difficult for developing 
countries to mitigate and adapt to climate change. 

 

Until the withdrawal took effect, the United States 
was obligated to maintain its commitments under 
the Agreement, such as the requirement to continue 
reporting its emissions to the United Nations. The 
withdrawal took effect on November 4, 2020, one day 
after the 2020 U.S. presidential election. While 
celebrated by some members of the Republican 
Party, international reactions to the withdrawal were 
overwhelmingly negative from across the political 
spectrum, and the decision received substantial 
criticism from religious organizations, businesses, 
political leaders of all parties, environmentalists, and 
scientists and citizens from the United States and 
internationally. Following Trump's announcement, 
the governors of several U.S. states formed the 
United States Climate Alliance to continue to 
advance the objectives of the Paris Agreement at the 
state level despite the federal withdrawal. As of July 
1, 2019, 24 states, American Samoa, and Puerto Rico 
have joined the alliance and similar commitments 
have also been expressed by other state governors, 
mayors, and businesses. 

Trump's withdrawal from the Paris agreement will 
impact other countries by reducing its financial aid to 
the Green Climate fund. The termination of the $3 
billion U.S. funding will ultimately impact climate 
change research and decrease society's chance of 
reaching the Paris Agreement goals, as well as omit 
U.S. contributions to the future Intergovernmental 
Panel on Climate Change (IPCC) reports. Trump's 
decision will also affect the carbon emission space as 
well as the carbon price. The U.S.'s withdrawal will 
also mean that the change to take over the global 
climate regime will be obtainable for China and the 
EU.  

While the official U.S. exit from the accord further 
isolated Washington from the rest of the world, it 
won’t necessarily have an immediate impact on 
international efforts to mitigate climate change and 
implement the framework of the agreement 

However, President-elect Joe Biden vowed to rejoin 
the Paris Agreement on his first day in office. 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

US - CHINA TRADE WAR 

During the 2016 presidential campaign, a consistent 
refrain from then-candidate Trump was to point to 
U.S. trade with China, and the agreements that 
enabled it, as a primary cause of the loss of U.S. 
manufacturing jobs and intellectual property. He said 
China was responsible for “the greatest theft in the 
history of the world” and lambasted the U.S. trade 
deficit with China, which in 2016 stood at around 
$346 billion.  

Upon assuming office, Trump sought to engage 
Beijing directly to address structural concerns about 
China’s economic policies. Just three months into his 
administration, he met with Chinese leader Xí Jìnpín 
at Mar-a-Largo, where they agreed to establish a 100-
Day Action Plan to resolve trade differences. 

President Trump launched the trade war to pressure 
Beijing to implement significant changes to aspects 
of its economic system that facilitate unfair Chinese 
trade practices, including forced technology transfer, 
limited market access, intellectual property theft, and 
subsidies to state-owned enterprises. Trump argued 
that unilateral tariffs would shrink the U.S. trade 
deficit with China and cause companies to bring 
manufacturing jobs back to the United States.  

Between July 2018 and August 2019, the United 
States announced plans to impose tariffs on more 
than $550 billion of Chinese products, and China 
retaliated with tariffs on more than $185 billion of 
U.S. goods.The trade war has caused economic pain 
on both sides and led to diversion of trade flows away 
from both China and the United States. By September 
2019, the trade war had already cost the U.S. 
economy nearly 300,000 jobs and an estimated 0.3% 
of real GDP.  

China also felt economic pain as a result of the trade 
war, though apparently not enough to capitulate to 
the Trump administration’s core demands for major 
structural reform. Indeed, as the trade war dragged 
on, Beijing lowered its tariffs for its other trading 
partners as it reduced its reliance on U.S. markets.  

On January 15, 2020, the first signs of a truce were 
seen, when the two sides signed the Phase One Deal, 
which officially agreed to the rollback of tariffs, 
expansion of trade purchases, and renewed 
commitments on intellectual property, technology 

TRADE WAR BREAKS OUT BETWEEN THE US AND EU 

EU-US trade relations have been under strain since 
mid-2018, when the US government launched a 
Section 232 investigation into the national security 
implications of imports of foreign-made cars and car 
parts and threatened to raise tariffs on European 
auto imports by 25%. Although the US appears to 
have withdrawn the threat, tensions persist on a 
number of fronts. In October the US imposed tariffs 
on a range of EU goods, following investigations into 
the EU’s provision of subsidies to Airbus. The US has 
also threatened additional tariffs on France over its 
digital-services tax.  Driven in part by the pandemic's 
economic impact, U.S. imports over the past year of 
several key EU products fell, including diamond 
imports down 68.9%, autos slumping 29.9% and 
footwear dropping 18.6%, compared with 2016. Year-
to-date, the U.S. goods deficit with the EU was down 
7.7%, in August. The 25% and 10% tariffs on imports 
of European steel and aluminum, respectively, 
imposed by Trump in June 2018, contributed to a 
20.3% drop in U.S. imports of those products from 
the EU in the year ended Aug. 31 compared with 2017. 
EU-US tensions rose further in 2020, as the recent 
completion of a first-phase US-China trade deal 
caused the US’s attention to shift back to the EU’s 
trade surplus with the US, and the EU’s position 
became more assertive with a new Commission in 
place. 

 

Source: S&P Global, MBC Research 

 
 

 



 

 

 

 

 

 

  

Europe wants to reset trade relations with incoming 
U.S. President Joe Biden but is not laying down arms 
just yet. The first major EU action after Biden's victory 
has been to slam higher tariffs on U.S. planes and 
agricultural goods in a long-running case involving 
America's subsidies for its aerospace champion 
Boeing. Europe’s relations with the next U.S. 
administration will pose a dilemma. On one hand, 
Brussels is seeking to turn the page on four years of 
transatlantic tariff war with U.S. President Donald 
Trump and his "America First" strategy. On the other, 
however, EU officials are acutely aware that trade 
relations with the U.S. are likely to remain tense over 
topics ranging from taxing U.S. tech giants to 
Europe's appetite for Russian gas. 

Smoothing fractured relations with the EU, a bloc 
Washington did $851.9 billion in goods trade with in 
2019, would likely be a central pillar of this effort 
under a Biden presidency, but those frictions have 
taken such a toll that efforts to repair the relationship 
under a potential Joe Biden presidency would be 
likely to take a back seat as he tries to balance a 
multilateral approach with support for U.S. trade 
unions. 

Joe Biden is expected to end the "artificial trade war" 
waged with the EU. This would be a welcome relief 
for major U.S. tech companies such as Alphabet Inc., 
Apple Inc. and Facebook Inc., which have taxes of 
1.5% to 7.5% on digital services like ad sales that 
have been implemented by several European 
countries, warning they will cost them tens of 
millions of dollars in annual revenue. Again, however, 
hurdles stand in the way. This negotiations will push 
into 2021 as European countries look to the digital 
levies to make up for coronavirus-induced budget 
shortfalls. 

THE EUROPEAN UNION ECONOMY 

The Euro area economy bounced back strongly in Q3, 
with GDP surging a seasonally-adjusted 12.7% from 
the previous quarter, contrasting Q2’s record 11.8% 
plunge. The economy therefore grew at the fastest 
pace since the series began in 1995, beating market 
expectations of a 9.4% expansion. Compared with the 
same quarter of the previous year, seasonally-
adjusted GDP contracted 4.3% in Q3—less than a 
third of Q2’s 14.8% freefall.  

 

The historic quarterly rebound came as Covid-19-
related containment measures were eased 
throughout the currency union, allowing businesses 
to resume activity and households to shop and go on 
holiday. In terms of individual countries, France’s 
economy soared 18.2% over Q3; and Spain’s GDP 
increased 16.7%—although the country’s GDP was 
the worst performer in the Euro area in Q2. Italy’s 
economy jumped 16.1% and beat market 
expectations of a 11.0%–12.0% expansion, while 
Germany’s GDP grew 8.2%. 

EUROZONE GDP GROWTH 

 

Source: Trading Economics, MBC Research 

Brexit dampened business growth for companies that 
operate in Europe. U.S. companies invested $851.4 
billion in the U.K. in 2019. Most of this was in the 
finance and insurance sector, as well as 
manufacturing and non-bank holding companies. 

To mitigate the effect of Covid 19 on the Euro Area, 
the European Commission adopted a second 
amendment to extend the scope of the State Aid 
Temporary Framework to recapitalization and 
subordinated debt measures to further support the 
economy in the context of the coronavirus outbreak. 

The amended Temporary Framework was in place 
until the end of December 2020, except for 
recapitalization measures which has an extended 
period by the end of June 2021. 

Manufacturing PMI in EuroArea 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

THE JAPANESE ECONOMY 

Japan's economy, the third largest in the world 
behind the United States and China, grew at an 
annualized rate of 22.9% in the third quarter of 2020 
after it shrank 8.2% in the second quarter and 0.8% in 
the first quarter.  

JAPAN’S GDP GROWTH 

 
Source: Statista, MBC Research 

Japan’s economy rebounded in the third quarter as 
global demand picked up but the effects of the 
coronavirus crisis persisted and it could take some 
time to return to pre-pandemic levels.  

Private consumption, which accounts for more than 
half of Japan’s economy, was seen rising 5.1% for the 
quarter, the poll showed, after it fell 7.9% in April-
June. 

External demand likely contributed 2.6 percentage 
point to GDP growth for the quarter, as global 
economic activity started to pick up with the easing 
of coronavirus lockdowns. 

But capital spending fell 3.0% in the third quarter, 
after a 4.7% drop in the previous quarter. 

A GLANCE AT THE EQUITIES MARKET 

The year 2020 brought a rapid and unpredictable 
change to global economies and stock markets with 
an unprecedented health crisis that disrupted 
markets throughout the year. As the COVID-19 
pandemic escalated, the year was characterized by a 
fall in oil prices and the Russia-Saudi Arabia oil rift.  

The year 2020's 'Coronavirus Crash' was a major 
market tumble that began on the 20th February 2020. 
With several businesses remaining operationally 
comatose over the period, labour became the 
whipping boy as companies laid off workers like nine 
pins. Consequently, there was a sharp reduction in 
consumption and output, resulting in corporate 
revenues tanking. During the crash stock prices and 
stock markets went into a freefall; Central Banks 
globally started quantitative easing and governments 
primed fiscal pumps as they tried to stave of 
recessions. 

The Nigerian Stock Exchange (NSE) recorded its best 
performance in the last eight years on the back of the 
positive sentiment that swept through the market in 
Q3 and Q4 to record 50.02% returns as the year 2020 
ended December 31,2020. The market, which opened 
the year at 26,842.07 points, rode steadily on some 
positive policy initiatives of the Federal Government 
of Nigeria to curtail the impact of the Coronavirus 
pandemic and accelerate the economy, to close the 
year at 40,270.72 points. 

The NASDAQ Index closed the year up by +42.74% to 
12,807.92 points as of 22 December 2020 from 8,972.6 
points recorded on 31 December 2019. 

America's S&P 500  index closed the year in the green 
with a growth of  +14.13% from 3,230.78 points as of 
31 December 2019 to 3,687.26 points on 22 December 
2020. The biggest movers for the S&P were stocks in 
the Medical Specialties, Information Technology 
Services, Semiconductors, Data Processing Industries 
such as Nvidia Corporation, Paypal Holdings. 

The KOSPI index stood out in 2020 compared to other 
Exchanges across the Asia Pacific, South Korea's 
KOSPI Index recorded the highest gain Y-o-Y ahead of 
the Nikkei 225, Shanghai Composite Index, Taiwan 
Weighted Stock Index and, Bursa Malaysia (KLSE). 
The index gained +26.79% to close at 2,759.82 points 
on 22 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

The Shanghai Stock Exchange grew by +14.29% to 
10,254.8 from 8,972.92 points on 31 December 2019. 
Despite prevailing uncertainties marked by the 
COVID-19 outbreak, as well as political, social, and 
economic concerns in China. The markets has seen a 
string of initial public offerings (IPOs) and an intense 
rally in share prices of consumer and technology 
companies. One of the reasons for the performance 
of the Exchange is the overall resilience of China as it 
became the first major economy to return to post-
coronavirus growth, this shored up confidence in the 
equities market. Stocks of internet and Technology 
groups such as Tencent Holdings have surged as 
consumers pivoted to online lifestyle during the 
pandemic (E-commerce, Technology, Food Delivery, 
Health-Tech, Gaming). 

 
Source: Yahoo Finance, MBC Research 

DOMESTIC REVIEW 
NIGERIA GROWTH PERFORMANCE 

Real GDP growth was projected to rise to 2.9% in 
2020, depending on the implementation of the 
Economic Recovery and Growth Plan (2017–20), 
which emphasizes economic diversification. 
However, the macroeconomic impact of the COVID-19 
pandemic was very significant. Oil represents more 
than 80% of Nigeria’s exports, 30% of its banking-
sector credit, and 50% of the overall government 
revenue. Hence, with the drop in oil prices, 
government revenues were projected to fall from a 
low 8% of GDP in 2019 to 5% at the end of 2020, in a 
period when fiscal resources were urgently needed to 
contain the COVID-19 outbreak and stimulate the 
economy. Meanwhile, the pandemic also led to a fall 
in private investments due to greater uncertainty.  

It was also expected to reduce remittances to 
Nigerian households, which in recent years have been 
larger than the combined amount of foreign direct 
investment and overseas development assistance. 
 
By the third quarter of 2020 (Q3 2020), Real GDP 
contracted for second consecutive quarter by -3.62%. 
Africa’s biggest economy sunk into its second 
recession in less than five years, battered by the oil 
price crash brought on by the coronavirus pandemic. 
As Nigeria’s crude oil production fell to a four-year 
low, gross domestic product contracted by 3.6 per 
cent in the three months through September, after 
shrinking by 6.1 per cent in the second quarter. Two 
consecutive quarters of economic contraction meant 
that Africa’s biggest crude producer had officially 
fallen into a recession. It had barely begun to recover 
from the recession that followed the 2015 oil price 
crash. The IMF forecasted in October 2020, that the 
Nigerian economy will contract by 4.3 per cent in 
2020 which would be the largest contraction in nearly 
40 years. 
 

 
 

The global oil and gas industry had a rocky start to 
2020, having been hit by several challenges the most 
significant of which is the effect of the COVID-19 
pandemic on crude oil demand and the sharp decline 
in crude oil prices. Nigeria, with an oil-dependent 
economy, is highly vulnerable to the impact of these 
external shocks due to the country’s increased 
dependency on commodity markets for fiscal 
revenues, foreign exchange inflows, fiscal deficit 
funding and capital flows required to sustain the 
country’s economic activities. 

The oil sector recorded a real growth rate of 5.06%  
(year-on-year) in Q1 2020 indicating an increase of 
6.51% points relative to the rate recorded in the 
corresponding quarter of 2019. The Oil sector 
contributed 9.50% to aggregate real GDP in Q1 2020. 

 

 



 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

The oil sector contracted by 6.63% year-on-year in Q2 
2020, a sharp fall compared to the preceding quarter 
in which the oil sector grew by 5.06% year-on-year. 
The contraction in oil GDP was due to the dual 
decline in production volumes and crude oil prices 
recorded during the quarter. The Oil sector 
contributed 8.93% to total real GDP, down from 
figures recorded in the corresponding period of 2019 
and the preceding quarter, where it contributed 
8.98% and 9.50% respectively.  

In Q3 2020, the oil sector contracted by –13.89% 
(year-on-year), indicating a sharp contraction of –
20.38% points relative to the rate recorded in the 
corresponding quarter of 2019.The sector contributed 
8.73% to total real GDP in Q3 2020.  

 

 

In the second quarter of 2020, an average daily oil 
production of 1.81 million barrels per day (mbpd) was 
recorded. This was -0.21mbpd lower than the daily 
average production of 2.02mbpd recorded in the 
same quarter of 2019, and –0.26mbpd lower than the 
first quarter 2020 production volume of 2.07mbpd. 
 
The non-oil sector shrank 2.5%, less than 6.1% in the 
Q2 amid softer declines in transportation & storage (-
43% vs -49%); accommodation & food service (-22.6% 
vs -40.2%); trade (-12.1% vs -17%) and manufacturing 
(-1.5% vs -8.8%). Meantime, the information & 
communication continued to grow notably (14.6% vs 
16.5%). On a quarterly basis, the GDP grew 12.1%, the 
most since at least the Q2 of 2010, recovering sharply 
from a 5% contraction in the previous quarter. 
 
 

. 

 

 

 

 

Source: NBS, MBC Research 

 

 

In real terms, the non-oil sector contributed 91.27% 
to the nation's GDP in the third quarter of 2020, 
higher than its share in the third quarter of 2019 
(90.23% ) and the second quarter of 2020 (91.07%). 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

NIGERIA IN 2020 

January 

• 50th anniversary of the end of the Nigerian Civil 
War (1967-1970). 
 

• U.S. President Donald Trump expands the travel 
ban to include Nigeria and five other countries 

 

February 

• US $300 million (£230 million) seized from former 
president Sani Abacha's laundered accounts was 
to be returned to Nigeria. 
 

• The Federal Ministry of Health confirmed an 
Italian citizen who works in Lagos was confirmed 
as the first case of COVID-19 in Nigeria and sub-
Saharan Africa. 

 

March 

• The emir of Kano, Lamido Sanusi, was dethroned 
for "disrespect to lawful instructions". 
 

• Abule-Ado explosion, Lagos State, killed at least 
15 people and destroyed around 50 buildings 
 

• Nigeria announces lockdown of major cities due 
to COVID-19 

 
• Nnamdi Azikiwe in Abuja and Murtala 

Muhammed International Airports were 
shutdown                     
 

• The Central Bank of Nigeria took 1.47 trillion 
naira ($3.8 billion) from lenders as additional 
cash reserves for failing to meet regulatory 
targets. 

 

April 

• Twenty-one employees of ExxonMobil from Akwa 
Ibom State were arrested for violating state 
quarantine standards in Rivers State, but were 
released when the union threatened industrial 
action.  

 The Central Bank of Nigeria took 1.47 trillion 
naira ($3.8 billion) from lenders as additional 
cash reserves for failing to meet regulatory 
targets. 

 

May 

 
 Boko Haram extremists attacked a village just as 

people were preparing to break their Ramadan 
fast after sundown, killing at least 20 people in 
the first attack of its kind in northeastern Nigeria 
since the holy month began. 
 

• A controversial plan to close Koranic schools in 
19 northern states and sending ′′almajirai′′ 
(″pupils″) home results in spreading COVID-19. 
Sixty-five boys test positive in Kaduna, 91 in 
Jigawa, eight in Gombe, and seven in Bauchi 
State. 

 

June 

 
• The World Trade Organization accepts the 

nomination of two-time Nigerian minister 
Okonjo-Iweala as its Director-General. 
 

• All 36 of Nigeria's governors resolved to declare a 
state of emergency over rape and other gender-
based violence against women and children in 
the country. 

July 

 Nnamdi Azikiwe International Airport in Abuja 
and Murtala Muhammed International Airport in 
Lagos reestablished domestic flights after a 
three-month shutdown. 
  

• Nigeria’s records 6.1 percent tax to GDP as tax 
base for VAT rise to N23.7 trillion. 

 

August 

• Nigeria generates N1.29 trillion from taxes in Q2 
2020, surpasses target. 
 

• World Bank predicts Nigeria’s impending 
recession will be worst in 40 years. 
 

• Nigeria’s inflation rate jumps to 12.82%, highest 
in 27 months. 
 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

September 

 A CBN survey has concluded that credit to the 
economy declined by N900 billion or 2.27 % in 
August. 
 

• Nigeria’s inflation rate hits 13.22% in August 
2020, highest in 29 months. 
 

• FAAC disbursed N696.2 billion in July 2020, as 
Lagos State parts with N1.46 billion. 

 

October  

 

• Lekki massacre in the #Endsars protest, armed 
security personnel use live bullets to disperse 
crowd in Lekki leading to casualties and 
fatalities. Lagos State's governor declares a 24 
hours curfew in the state. 

• The IGR generated by the 36 states including the 
FCT in the first half of the year, dipped by 11.7%. 

• President Muhammadu Buhari Presents N13.08 
Trillion Proposed 2021 Budget to the National 
Assembly. 

• Credit to Nigerian economy falls to N38.67 trillion 
 
 
November 
 
 

• Nigeria generates N424.71 billion VAT in Q3 2020. 
 

• Nigeria’s value-added tax (VAT) collection 
increased from N327.2 billion recorded in Q2 
2020 to N424.71 billion in Q3 2020, as other 
manufacturing sector led the pack with N47.07 
billion remittance. 
 

• Nigeria’s food Inflation rises by 110.5% in five 
years. 
 
 

December 

 

• The International Monetary Fund estimates the 
GDP of Nigeria at USD $442.976 billion, making it 
the largest in Africa and the 26th largest in the 
world. 
 

• President Muhammadu Buhari signed the 2020 
appropriation bill into law. 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

MONETARY POLICY IN 2020 
The Central Bank of Nigeria (CBN) cut monetary 
policy rate by 100 basis points in May and another 100 
basis points in September while expanding liquidity 
available for nonbank financial institutions, leading 
to significant lowering of market yield of government 
securities. It also introduced additional measures, 
including: (i) reducing interest rates on all applicable 
CBN interventions from 9 to 5 percent and 
introducing a one year moratorium on CBN 
intervention facilities; (ii) creating a N50 billion ($139 
million) targeted credit facility; and (iii) liquidity 
injection of 3.6 trillion (2.4 percent of GDP) into the 
banking system, including N100 billion to support the 
health sector, N2 trillion to the manufacturing sector, 
and N1.5 trillion to the real sector to impacted 
industries. Regulatory forbearance was also 
introduced to restructure loans in impacted sectors.  

In September, the Monetary Policy Committee (MPC) 
of the Central Bank of Nigeria (CBN) decided to axe its 
monetary policy rate by 100 basis points to 11.50%, 
marking the second cut so far and the lowest rate 
since February 2016.  

The MPC’s decision reflected the priority to further 
stimulate a contracting economy despite quickening 
inflation, which has remained above the Bank’s 
target range for over five years now. 

The CBN also coordinated a private sector special 
intervention initiative targeting N120 billion ($333 
million) to fight COVID-19. As of September, the CBN 
has disbursed a total of N3.5 trillion in intervention 
funds since the onset of the COVID-19 pandemic, 
including N73.7 billion in targeted credit facilities to 
help households and small and medium enterprises 
exceeding their initial plans of N50 billion. 

The monetary authorities also took deliberate actions 
to stimulate the economy, by introducing measures 
that will help improve lending to the real sector. This 
minimum Loan-to-Deposit Ratio (LDR) was set at 60%  

 

in July and further increased to 65% in October. This 
was a deliberate action to ramp up growth by 
coercing Deposit Money Banks into performing their 
primary function – financial intermediation by way of 
lending out their deposits.  

The Monetary Policy Committee (MPC) of the Central 
Bank of Nigeria in November, concluded its two-day 
policy meeting which was the last for the year 2020. 
At the end of the meeting, the committee resolved to 
hold the monetary policy rate and all other policy 
parameters constant. The policy decisions reached 
are as follows:  

1. The benchmark interest rate (MPR) was held 
at 11.50% 

2. The asymmetric corridor remained at to 
+100/-700 bps around the MPR 

3. The cash reserve ratio held at 27.50% 
The Liquidity Ratio retained at 30.00% 
 

INFLATION 

The annual inflation rate in Nigeria rose for the fifth 
straight month to 12.13% in January 2020 from 
11.98% in the prior month. It was the highest inflation 
rate since April 2018, as food prices also increased the 
most in nearly two years (14.85% vs 14.67% in 
December), amid shortages caused by prolonged 
borders closure. In November 2020, the inflation rate 
in urban areas of Nigeria grew by 15.47 percent 
compared to November 2019. 

Nigeria’s inflation has been higher than the average 
for African and Sub-Saharan countries for years now, 
and even exceeded 16 percent in 2017 – and a real, 
significant decrease is nowhere in sight. The bigger 
problem is its unsteadiness, however: An inflation 
rate that is bouncing all over the place, is usually a 
sign of a struggling economy, causing prices to 
fluctuate, and unemployment and poverty to 
increase. Nigeria’s economy - a so-called “mixed 
economy”, which means the market economy is at 
least in part regulated by the state is not entirely in 
bad shape, though. More than half of its GDP is 
generated by the services sector, namely 
telecommunications and finances, and the country 
derives a significant share of its state revenues from 
oil. 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

 

2020 FISCAL POLICY MEASURES 

The Federal Government adopted a revised budget 
for 2020 in response to the COVID-19 shock. A N500 
billion (0.3 percent of GDP) COVID-19 intervention 
fund is included in the revised budget to channel 
resources to additional health-related current and 
capital spending (tests, supplies and facilities) and 
public works programs to support the incomes of the 
vulnerable, including N7.5 billion to Nigeria’s Center 
for Disease Control and grant of N10 billion to Lagos 
State. The coverage of the conditional cash transfer 
program has been broadened and an allocation of 
N150 billion to support state and local governments’ 
spending needs has been made available through the 
budget. Import duty waivers for pharmaceutical firms 
was introduced. Fuel prices were deregulated, and an 
automatic fuel price formula introduced to ensure 
fuel subsidies are eliminated. Electricity tariff was 
increased. The social register was increased by 1 
million households to 3.6 million to help cushion the 
effect of the lockdown. A broader economic stimulus 
plan that includes the N500 billion COVID-19 
intervention fund was introduced to support the real 
sector. The bulk of the plan’s financing would come 
from CBN-supported credit facilities and from 
sovereign wealth and other savings funds. 

Some of the fiscal policies implemented were; 

• The crude oil benchmark price was also 
reduced from USD 57 to USD 30. 

• The Central Bank pledged to pump NGN 1.1 
trillion (USD 3 billion) into critical sectors of 
the economy. 

• Commencement of a three month 
repayment moratorium for all TraderMoni, 
MarketMoni and FarmerMoni loans. 

• Similar moratorium to be given to all Federal 
Government funded loans issued by the 
Bank of Industry, Bank of Agriculture and the 
Nigeria Export-Import Bank. 
 

 

• Similar moratorium to be given to all Federal 
Government funded loans issued by the 
Bank of Industry, Bank of Agriculture and the 
Nigeria Export-Import Bank. 

 

 

 

 

 Companies Income Tax Act 

(CIT) Section 16 

Companies 
Income(Tax 
Act(CIT) 
Section 19 

Tax relief for companies that 
donate to a coronavirus 
(COVID-19) relief fund. 

 

Tertiary Education Act 

(TETF) Section 1 

 
An exemption from having to pay 
tertiary education tax by small 
companies with turnover of less than 
₦25 million 

 

 

 

A 50% reduction in the 

minimum tax rate from 

0.5% to 0.25% of gross 

turnover for financial 

years ending between 1 

January 2020 and 31st 

December 2021 

 

 

 

 

 

December 

2021. 

 

Software 
acquisition to 
be treated as a 
qualifying 
capital 
expenditure 

 Customs & Excise 

Tariff Act 

 

Reduction of the rate of 

import duties on tractors 

and motor vehicles (to 10% 

and 5% 

 

Value Added 

Tax Act (ACT)  

 
Exclusion of land and 
buildings, money and 
securities from the 
definition of goods and 
services for VAT purposes 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

2020 BUDGET PERFORMANCE 

As at June 2020, the federal government projected a 
revenue of N2.92tn but only raised a sum of N1.65tn, 
being 56% budget performance. The surprise 
element was that oil revenue outperformed 
projections as FG share of oil revenue was N820bn, 
compared to a target of N506bn. Nigeria poorly 
complied with OPEC cuts, a measure meant to boost 
oil price that significantly tanked in half-year 2020. 
While FG budgeted $57 per barrel, average oil prices 
for the half of the year stood at $37 per barrel. A huge 
28% drop in expectations was seen in the non-oil 
sector component with non-oil revenues clocking 
N581bn, compared to a target of N812bn. A 
significant drop was in the Value Added Tax which 
only happened to reach N85bn as at June 2020, 
compared to a target of N142bn. The "Other 
Revenues" element of the budget continues to be a 
filler for Nigeria's budget planners to keep a healthy 
deficit for approved projects. As usual, there were no 
significant gains in Special Accounts, special levies 
account, domestic fines and recoveries, stamp duty, 
and others. It is encouraging to see the federal 
government earn N70bn from the signature bonus, a 
receipt from the auction of oil licenses. 

The 2020 revenue performance at N1.65tn ($4.34bn) 
continues to underwhelm and there is no way that 
meaningful growth or quality public spending can 
subsist on these numbers. Nigeria needs to hack its 
revenue challenges and there is evidence in the 
Strategic Revenue Growth Initiative (SRGI) of the 
federal government that it might raise its Value 
Added Tax to 10%, which would be a boom for state 
governments. The inability of the federal government 
to dedicate new debt for capital projects is also 
discouraging. While FG borrowed N1.42tn domestic 
debt as of June 2020, it only spent N446bn for capital 
items, which means it continues to borrow to 
maintain recurrent positions. 

 

 

THE NIGERIAN STOCK EXCHANGE IN 2020 

The equities market opened in 2020 on a positive 
note with the main market index, All Share Index 
(ASI), recording a 0.10% improvement at the end of 
the first trading day, January 2nd 2020. However, the 
market's growth momentum at the beginning of the 
year could not be sustained as soon as the 
coronavirus outbreak in China became a global 
pandemic. In the wake of the pandemic, capital 
imports to Nigeria fell by 77.88% to $1.29 billion in the 
second quarter of 2020, compared to the preceding 
quarter, Q1 2020 of $5.90 billion. 

Indeed, huge stock market losses were recorded at 
different periods during the first and second quarters 
of this year, as Covid-19 turned out to be a double 
whammy of health and economic crisis. But following 
the easing of travel and quarantine restrictions, the 
Nigerian equities market somewhat appeared to be 
on a recovery in Q3. On Thursday, November 12th 
2020, The NSE announced that a market-wide circuit 
breaker kicked in at 12:55p.m, when the NSE All-
Share Index (NSE ASI) rose beyond the set threshold 
of 5%, triggering a 30-minute trading halt of all 
stocks. That was the first time that the circuit breaker 
had kicked in since its introduction in 2016. The 
Circuit Breaker protocol was triggered by the increase 
of the NSE ASI from 33,268.36 to 34,959.39. The 
market reopened at exactly 1:25p.m. with a 10-
minute intraday auction session, before resuming 
continuous trading till the close of the day at 2:30p.m. 

At the end of the year, Nigeria’s Stock Exchange (NSE) 
was ranked the best performing market in 2020. The 
Nigerian All-Share index in Africa’s largest economy 
recorded its best return, rose 50.03% to 40,270.72, the 
most among 93 equity indexes tracked by 
Bloomberg. It was the world’s best-performing stock 
market year-to-date. 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

THE NIGERIAN STOCK EXCHANGE IN 
2020 

  

 

Source: NSE, MBC Research 

Due to the massive stimulus packages implemented 
by several economies in response to the first wave of 
the pandemic, the IMF revised its growth 
expectations for 2020 (-4.4% y/y vs. -4.9% y/y earlier) 
due to the pick-up in consumer spending, positive 
GDP surprises and recovery in global trade that 
followed the reopening of economies. As 
governments and central banks develop initiatives to 
tackle the pandemic, the recovery of the global 
economy hangs on the administration of a vaccine 
and continued policy support measures. 
Consequently, the IMF expects a 5.2% y/y rebound in 
global output in 2021.The projected 2021 rebound 
following the deep 2020 downturn implies a small 
expected increase in global GDP over 2020–21 of 0.6 
percentage point relative to 2019. 

Periods 31/12/2019 31/12/2020 % Change
26,842.07 40,270.72 50.03%

Quarter 2019 2020 % Change
Q1 31,041.42 21,300.47 -31.38%
Q2 29,966.87 24,479.22 -18.31%
Q3 27,630.56 26,831.76 -2.89%
Q4 26,842.07 40,270.72 50.03%

Month 2019 2020 % Change
Jan 30,557.20 28,843.53 -5.61%
Feb 31,718.70 26,216.46 -17.34%
Mar 31,041.42 21,300.47 -31.38%
Apr 29,159.74 23,021.01 -21.05%
May 31,069.37 25,267.82 -18.67%
Jun 29,966.87 24,479.22 -18.31%
Jul 27,718.26 24,693.73 -10.91%
Aug 27,525.81 25,327.13 -7.99%
Sep 27,630.56 26,831.76 -2.89%
Oct 26,355.35 30,530.69 15.84%
Nov 27,002.15 35,042.14 29.78%
Dec 26,842.07 40,270.72 50.03%

                               NSE-ASI PERFORMANCE REVIEW

NSE QUARTERLY MARKET PERFORMANCE

MONTHLY MARKET PERFORMANCE

Sectors 2019 Index 2020 Index % Change
NSE Banking 356.84 393.02 10.13%
NSE Industrial 1,075.60 2,052.33 90.81%
NSE Insurance 125.82 189.5 50.61%
NSE Oil & Gas 262.54 226.2 -13.84%
NSE Consumer Goods 592.85 573.35 -3.29%

NSE SECTORAL PERFORMANCE

GLOBAL OUTLOOK 

In 2021 the advanced economies growth rate is 
projected to strengthen to 3.9%, leaving 2021 GDP for 
the group some 2% below what it was in 2019. The US 
economy is projected to contract by 4.3% in 2020, 
before growing at 3.1% in 2021. A deeper contraction 
of 8.3% is projected for the euro area in 2020, 
reflecting a sharper downturn than in the United 
States in the first half of the year. The growth bounce-
back of 5.2% projected for 2021 is accordingly 
stronger from a lower base. 

The International Monetary Fund (IMF) trimmed back 
its growth projection for the Chinese economy in 
2021, citing headwinds from technological 
decoupling with the United States and domestic 
financial risks, to restrictions on fundraising via Hong 
Kong for Chinese companies. 

In its latest review of the Chinese economy, the IMF 
noted that worsening US relations could accelerate 
technological decoupling and trim 1.8 per cent from 
China’s real gross domestic product (GDP) over the 
long term. 

 

 

 

WHAT’S NEXT FOR EUROPE – 
BREXIT, GROWTH AND TRADE 

Europe wants to reset trade relations with 
incoming U.S. President Joe Biden but is not 
laying down arms just yet.  

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The first major EU action after Biden's victory has 
been to slam higher tariffs on U.S. planes and 
agricultural goods in a long-running case involving 
America's subsidies for its aerospace champion 
Boeing. Europe’s relations with the next U.S. 
administration will pose a dilemma. On one hand, 
Brussels is seeking to turn the page on four years of 
transatlantic tariff war with U.S. President Donald 
Trump and his "America First" strategy. On the other, 
however, EU officials are acutely aware that trade 
relations with the U.S. are likely to remain tense over 
topics ranging from taxing U.S. tech giants to 
Europe's appetite for Russian gas. 

Democratic president elect Joe Biden has expressed 
a desire to work with allies to repair rifts widened 
under the protectionist trade policy of the Trump 
administration. Smoothing fractured relations with 
the EU, a bloc Washington did $851.9 billion in goods 
trade with in 2019, would likely be a central pillar of 
this effort under a Biden presidency, but those 
frictions have taken such a toll that efforts to repair 
the relationship under a Joe Biden presidency would 
likely take a back seat as he tries to balance a 
multilateral approach with support for U.S. trade 
unions. 

Biden is expected to end the "artificial trade war" 
waged with the EU by Trump, calling it a "self-
inflicted wound" that has driven up costs for U.S. 
consumers and created jitters for companies reliant 
on the relationship. This would be a welcome relief 
for major U.S. tech companies such as Alphabet Inc., 
Apple Inc. and Facebook Inc., which have taxes of 
1.5% to 7.5% on digital services like ad sales that have 
been implemented by several European countries, 
warning they will cost them tens of millions in annual 
revenue. Again, however, hurdles stand in the way. 
This negotiations will push into 2021 as European 
countries look to the digital levies to make up for 
coronavirus-induced budget shortfalls. 

 

 

THE FUTURE OF OIL 

There are two grades of crude oil that are 
benchmarks for other oil prices. These are the WTI at 
Cushing and North Sea Brent. 

The U.S. Energy Information Administration (EIA) 
expects that Brent prices will average $49/b in 2021, 
up from an average of $43/b in the fourth quarter of 
2020. The forecast for higher crude oil prices reflects 
EIA's expectation that while inventories will remain 
high, they will decline with rising global oil demand 
and restrained OPEC+ oil production. EIA forecasts 
Brent prices will average $47/b in the first quarter of 
2021 and rise to an average of $50/b by the fourth 
quarter. The first quarter 2021 average is $5/b more 
than forecast in last month's Short Term Energy 
Outlook (STEO), and the fourth quarter average is 
$1/b more. The higher expected first quarter prices 
reflect steeper expected global oil inventory draws as 
a result of the December 3 OPEC+ decision to limit its 
previously planned production increases in January 
2021. EIA expects high global oil inventory levels and 
surplus crude oil production capacity will limit 
upward pressure on oil prices through much of 2021. 

The EIA forecasts that WTI prices will average around 
$39/b in 2020 and $46/b in 2021. High global oil 
inventory and surplus oil production capacity are 
expected to limit oil price increases in 2021. 

The Organization of the Petroleum Exporting 
Countries (OPEC) has announced that although, 
global oil demand will rebound more slowly in 2021, 
demand will rise by 6.2 million barrels per day bpd to 
95.89 million bpd. Thus, while OPEC expects final 
2020 oil demand to be 9.8 million bpd lower than 
2019, they are projecting oil demand to bounce back 
by 6.2 million bpd in 2021. OPEC expects the 
strongest demand growth in 2021 in India (+14%), 
China (+9%), the U.S. (+7%), and Europe (+7%). 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

 

THE SINO – U.S. TRADE DEAL 

After 18 months of protectionist spat between the 
U.S. and China, both countries eventually entered 
into a bilateral agreement and reached a phase one 
trade deal in December 2019. The deal was signed on 
the 15th of January 2020.  

Through November 2020, China's year-to-date total 
imports of covered products from the United States 
were $86.9 billion, compared with a prorated year-to-
date target of $153.8 billion. Over the same period, US 
exports to China of covered products were $82.3 
billion, compared with a year-to-date target of $141.7 
billion. Through the first eleven months of 2020, 
China's purchases of all covered products were thus 
only at 58 percent (US exports) or 56 percent (Chinese 
imports) of their year-to-date targets. 

We expect the truce between the two economies to 
extend to more phases this year, and the signing of 
the deal to birth the possibility of trade tensions de-
escalating through tariff walk-backs. 

 

 

On December 29, 2020, the Office of the U.S. Trade 
Representative announced extensions to existing 
exclusions and granted new exclusions on roughly 
100 imported items from China. The Office of the 
United States Trade Representative has begun 
notifying companies of their extensions from paying 
the 7.5% or 25% tariffs through March 31, 2021. 

 

NIGERIA IN 2021 

The extended effects of the lockdown weighed on the 
overall economy in the previous year. However, in 
2021, we anticipate a slight recovery predominantly 
driven by this year’s low base and supported by 
continued interventions to cushion the adverse 
economic impacts of the pandemic. It is also 
important to mention that in the event of a second 
wave of the coronavirus pandemic, we do not 
envisage the reinstating of strict lockdown measures 
in Nigeria.  

Although the impact of the pandemic on the 
agriculture sector may be limited, due to large 
investments in the sector, we believe agriculture 
output growth could slow to 2.25% in FY’21 as against 
estimated 2.00% in FY’20. Restricted access to viable 
inputs during the 2020 planting season, on the back 
of transport and logistics restrictions, as well as 
reported flood and insecurity incidences, could weigh 
on the output from the agricultural sector even 
though ongoing government policies are largely pro-
agriculture. In 2021, growth acceleration in the 
agriculture sector could be driven by the continued 
implementation of the government’s pro-agriculture 
policies, continued interventions by the Central Bank, 
all on the back of 2020’s favourable-base. However, 
ethnic clashes and adverse weather conditions 
remain pressure points that may affect the sector’s 
output. As a result, we believe the sector could 
expand by 2.25% y/y in 2021. 

The manufacturing sector is expected to reel from 
supply chain disruptions, FX challenges and weak 
consumer wallets. For most of 2020, the CBN’s 
Purchasing Managers Index (PMI) surveys has shown 
a consistent slow-down in industrial activity as order 
and inventory levels remain subdued. In 2021, we do 
not envisage a dramatic positive change in the 
sector’s drivers. Pandemic-induced job losses, and by 
extension declines in income, could further 
undermine consumerism amid the effect of double-
digit inflation and a double devaluation on consumer 
prices. As a result, we expect the sector to grow 
slightly by 1.61% y/y supported majorly by 2020’s 
low-base 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Meanwhile, the financial services and ICT sectors are 
expected to remain the high-flyers, as both sectors 
are on the beneficial end of the pandemic. A switch to 
technology-enabled business models will continue to 
support growth in the ICT sector while the global low-
yield environment and the need to limit human-to-
human interaction could support the financial 
services sector, through increased online activities 
and use of e-payment channels that could attract 
fees. 

 
The 2021 BUDGET – HOW SUSTAINABLE IS IT? 

The Proposed 2021 Budget, themed “Budget of 
Economic Recovery and Resilience”, is designed 
against the backdrop of a global economic crisis and 
domestic impact of COVID -19. The budget is 
expected to accelerate the pace of Nigeria’s 
economic recovery, promote economic 
diversification, enhance competitiveness and ensure 
social inclusion. The budget is also designed to 
further deliver on the goals of the Nigeria Economic 
Sustainability Plan (NESP) which was approved by 
the Federal Executive Council (FEC) on 24 June 2020. 
The NESP provides a clear road map for Nigeria’s 
post-Coronavirus economic recovery as a transitional 
plan, to take Nigeria from the Economic Recovery and 
Growth Plan (2017 – 2020) to the successor Medium-
Term National Development Plan (2021 – 2023). 

The proposed aggregate revenue and expenditure 
budgets for 2021 are ₦7.99 trillion and ₦13.59 trillion, 
respectively, resulting in ₦5.02 trillion fiscal deficit. 
The deficit will be financed mainly by new borrowings 
totalling ₦4.28 trillion, ₦205.15 billion from 
privatization proceeds and ₦709.69 billion from 
drawdowns on multilateral and bilateral loans 
secured for specific projects and programmes. 

The proposed 2021 Budget estimates a daily oil 
production estimate of 1.86 million barrels per day 
(mbpd) (inclusive of condensates of 300,000 to 
400,000 barrels per day), about 3% increase over the 
revised 2020 budget. Given the actual daily oil 
production of 1.80 mbpd as at June 2020, the 
proposed production volume for 2021 may be a 
realistic expectation.  

 

The estimated benchmark oil price of US$40 per 
barrel is fixed at a conservative and realistic price 
following the current fluctuations of oil prices (within 
US$39 - US$43 per barrel). Non-oil revenue target in 
the 2021 budget proposal at ₦1.49 trillion represents 
a 46.8% decline from the 2020 approved budget and 
is 56% lower than the 2017 target of ₦3.4 trillion. It 
appears that the Federal Government considered the 
effect of the COVID-19 pandemic on Nigerian 
businesses. The budget estimates an exchange rate 
of ₦379 per US Dollar, projected Gross Domestic 
Product (GDP) growth at 3% and inflation closing at 
11.95%.  

Nigeria has been noted to do well in terms of GDP 
growth rate when oil prices trend higher with 
substantial production volumes. The fact that 
government is following a high optimism wave at the 
time when there is high level of uncertainties in the 
global economy weakens the outlook. Furthermore, 
current realities point to the possibility of a second 
wave of the coronavirus which threatens Brent price 
recovery especially in the light of gradual relaxation 
of OPEC+ cuts which will cut expectations short. 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EXPECTATIONS FOR THE 2021 BUDGET 

The 2021 Appropriation Bill has been designed to 
further deliver on the goals of government's 
Economic Sustainability Plan. 

Nigeria’s parliament approved the government’s 2021 
budget of 13.6 trillion naira ($35.66 billion), assuming 
3% annual economic growth, oil prices of $40 a barrel 
and 1.86 million barrels a day of crude production. 
The budget of N13.60trillion is to be funded with 
projected revenue of N7.88 trillion, leaving a deficit of 
N5.2 trillion to be funded mainly by new borrowings, 
totalling ₦4.28 trillion, ₦205.15 billion from 
privatization proceeds and ₦709.69 billion from 
drawdowns on multilateral and bilateral loans 
secured for specific projects and programmes.  

EXPECTATIONS ON INFLATION 

We foresee that Inflation will continue to be a major 
concern given logistics challenge, FX problems, 
insecurity and other structural factors. Price increase 
will likely however moderate from 2021 Q2 as a result 
of 2021 Budget Implementation and Reopening of 
closed borders. 

EXPECTATIONS FOR MONETARY POLICIES  

The Central Bank of Nigeria is reducing the interest 
rate on its intervention facilities from 9% to 5% with a 
1-year moratorium till 31st March 2021, to provide 
concessional lending of: (i) N100 billion to households 
and small businesses; (ii) N100 billion to the 
healthcare and pharmaceutical industry; and (iii) N1 
trillion to large agricultural and manufacturing 
businesses. However, we expect that interest rates 
would pick up in 2021 as the CBN will seek to attract 
FX inflows to improve reserves position. 

EXPECTATIONS ON UNEMPLOYMENT 

We envisage an increase in the unemployment rate 
for the year 2021, as there has been no successfully 
implemented policies and government assisted 
programs to address the consistent high rate of 
unemployment over the years. 

DIRECTION OF FOREIGN RESERVE 

Hence, with rising imports and capital outflows that 
led to growth in demand for foreign currency and the 
overvaluation of the naira, we see liquidity remaining 
a challenge in 2021.On the other hand, we should 
expect that the pressure on exchange rate and 
external reserves would ease in the later part of 2021 
if global demand picks up. 

In conclusion, the economy is expected to fare better 
this year as compared to the last year, as we expect to 
see more infrastructural developments and social 
investments, and less global headwinds that will 
subdue growth. We also expect the equities market to 
mirror the economic improvements expected, and 
outperform the previous years’ results.  We are 
however cognizant of the downside risks to growth, 
and as such, conservative in our expectations.  

Hence, with rising imports and capital outflows that 
led to growth in demand for foreign currency and the 
overvaluation of the naira, we see liquidity remaining 
a challenge in 2021.On the other hand, we should 
expect that the pressure on exchange rate and 
external reserves would ease in the later part of 2021 
if global demand picks up. 

In conclusion, the economy is expected to fare better 
this year as compared to the last year, as we expect to 
see more infrastructural developments and social 
investments, and less global headwinds that will 
subdue growth. We also expect the equities market to 
mirror the economic improvements expected, and 
outperform the previous years’ results.  We are 
however cognizant of the downside risks to growth, 
and as such, conservative in our expectations.  

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

WHERE YOU SHOUD PUT YOUR MONEY   

The equities market presents attractive 

opportunities for investors in form of capital 

appreciation and dividend return given the low yield 

environment in the fixed income space. Nigerian 

stocks are currently undervalued and present an 

opportunity for growth in the short to medium 

term. The NSE-ASI closed on a positive note with a 

YTD return at 50.03% compared to the interest rate 

at 1.00%. However, 94% of these gains came from 

just 4 stocks. If the stocks had stayed flat all year, 

NSE-ASI would have gained a marginal 3.10% 

We believe stocks in the financial services (mostly 

banks), ICT, Agricultural and the industrial sectors 

present strong prospects for growth given their 

resilience to the economic recession. 

The equity market will continue to rally on the back 

of liquidity in the fixed income space. A sum of N 5.1 

trillion is already on the slate to mature in 2021 a 

portion of which will find its way into the equity 

market. With many businesses returning to full 

operation in 2021 the potential of listed companies 

recording profit will also improve the performance 

of the market. However, Foreign participation could 

remain subdued in the equity market if External 

Reserves position does not improve. 

As the economy recovers, the market will 

experience improved activities in the year. 

MODEL PORTFOLIO TO HOLD IN 2021 

The objective of our portfolio is to provide an asset 

mix which is expected to give an optimal positive 

risk adjusted returns using the 10-year FGN bond 

yield as our benchmark. Our model portfolio gives a 

return of 21.08% which is above our average inflation 

of 13.21% in 2020 and risk free rate of 5%. The model 
portfolio is based on the following assumptions; 

1. Real GDP growth of 2.00%. 
2. Average headline inflation of 11.95%. 
3. Average oil price of $45/bbl. 
4. Exchange rate of ₦440 - ₦445/US$ in 2021. 

 

BASIS FOR RECOMMENDATION 

In making our recommendation, we considered 
stocks which satisfy our fundamental and technical 
analysis requirements. The fundamental analysis and 
technical charts underscores the strength of the 
fundamentals of the selected stocks. The stocks in 
our portfolio have upward potential earnings of at 
least 20% in excess of their current market prices over 
a year.  

 We recommend a portfolio consisting fixed income, 
quoted and unquoted equities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

S/N Stocks Sector Weight Current Price ?Exit Price ?Up/DownsidePortfolio Return EPS P/E Div. Yield
1 DANGCEM Industrial 9.00% 231 285 23.38% 2.10% 12.25 14.24 7.11%
2 WAPCO Industrial 8.00% 27.5 33.5 21.82% 1.75% 1.75 10.69 4.48%
3 MTNN ICT 9.00% 170 205 20.59% 1.85% 7.09 20.31 5.13%
4 FBNH Banking 8.00% 7.35 8.9 21.09% 1.69% 1.87 3.88 5.14%
5 GUARANTY Banking 8.00% 32.9 41 24.62% 1.97% 5.05 7.13 8.52%
6 ZENITH Banking 8.00% 26.45 32.1 21.36% 1.71% 5.07 4.72 10.83%
7 ACCESS Banking 8.00% 9.25 11.26 21.73% 1.74% 2.7 2.97 7.14%
8 STANBIC Banking 8.00% 44 52 18.18% 1.45% 5.8 2.56 6.81%
9 PRESCO Agriculture 9.00% 74.5 90.2 21.07% 1.90% 5.03 4.64 4.40%

10 FLOURMILL Consumer goods 7.50% 32.2 38 21.12% 1.58% 2.33 12.02 5.10%
11 13.98% FEB 2028 FGN BOND 6.00% 127 100 13.98% 0.84% - - 10.05%
12 WAMCO OTC 6.50% 130 168.87 29.90% 1.64% 6.81 19.82 5.24%
13 14.20% MAR 2024 FGN BOND 7.00% 128.7 100 14.20% 0.85% - - 10.05%

100.00% 21.08%



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Model Portfolio to hold in 2021 

 

 

BUILDING AN OPTIMAL PORTFOLIO 

 

DANGCEM  

Dangote Cement Plc. results for 9M’2020 showed that 
revenue increased by 12.01% from N679.79 billion in 
9M’2019 to N761.44 billion in 9M’2020. Similarly, 
Gross profit increased by 13.89% from N389.78 billion 
in 9M’2019 to N443.90 billion in 9M’2020, despite a 
9.49% increase in cost of sales. Operating profit 
advanced from N231.48 billion in 9M’2019 to N287.93 
billion in 9M’2020, reflecting a growth of 24.38%. The 
growth recorded in operating profit can be attributed 
to a 67.87% increase and 2.07% decline, recorded in 
other income and selling and distribution expenses, 
respectively. Profit before tax also rose by 37.58% 
from N197.68 billion in 9M’2019 to N271.96 billion in 
9M’2020, due to a 206.32% increase in finance 
income. Profit after tax advanced by 35.20% from 
N154.35 billion in 9M’2019 to N208.69 billion in 
9M’2020. Consequently, EPS grew by 34.62% to 
N12.25 in 9M’2020 from N9.10 in 9M’2019. Dangcem 
has a BVPS of N48.02, P/BV of 3.63x and P/E ratio of 
14.24x. Accordingly, we expect to witness growth in 
the FY bottom-line of the company and profit after 
tax is expected to climb past N212 billion in Q4 2020, 
while the earnings per share should move past 
N12.46 by year’s end. We place a medium to long 
term “BUY” recommendation with a target price of 
₦285. 

 

 

WAPCO 

9M’2020 results showed that revenue grew by 10.32% 
from N163.06 bn in 9M’2019 to N179.88 bn in 9M’2020. 
Similarly, gross profit went up by 9.46% to N56.12 bn 
in 9M’2020 from N51.27 bn in 9M’2019. The growth in 
gross profit was driven by the growth in revenue. 
Profit from operations rose by 15.68% from N35.54 bn 
in 9M’2019 to N41.11 bn in 9M’2020, due to an 0.81% 
and 11.85% decline in administrative expenses and 
selling and distribution expense, respectively. Profit 
before tax grew by 70.27% to N34.29 bn in 9M’2020 
from N20.14 bn in 9M’2019, on the back of a 54.51% 
decline in finance cost. Profit after tax rose by 37.05% 
from N20.57 bn in 9M’2019 to N28.20 bn in 9M’2020, 
despite a 1,504.38% increase in taxes. Consequently, 
earnings per share decreased by 76.54%, from N7.46 
in 9M’2019 to N1.75 in 9M’2020. Wapco has a BVPS of 
N22.16 P/BV of 0.84x and P/E ratio of 10.69x. We 
expect the profit after tax to climb past N22 billion in 
Q4 2020, while the earnings per share should move 
past N1.90 by year’s end. We place a medium to long 
term “BUY” recommendation with a target price of 
₦33.5. 

 
 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

BUILDING AN OPTIMAL 
PORTFOLIO 
MTNN 

MTNN 9M’2020 results showed an increase in revenue 
by 13.92% from N856.55 bn in 9M’2019 to N975.76 bn 
in 9M’2020. Operating profit advanced from N284.73 
bn in 9M’2019 to N307.01 bn in 9M’2020, reflecting an 
increase of 7.83%. The growth in operating profit was 
buoyed by a 35.55% and 23.99% decline in roaming 
costs and advertisement, sponsorship and sales 
promotion, respectively. However, there were 
increments in numerous expenditure line items 
which subdued operating profit growth, notably; 
direct network and technology operating costs and 
cost of handset and other accessories, both increased 
by 25.50% and 81.96%, respectively. PBT fell 
marginally by 0.65% from N212.90 bn in 9M’2019 to 
N211.59 bn in 9M’2020 due to a 32.67% decrease in 
finance income and a 19.88% rise in finance cost. EPS 
increased by 3.27% to N7.09 in 9M’2020 from N7.03 in 
9M’2019. MTN has invested heavily into its network 
over the past year, and it plans to continue doing so 
through in 2021.With major investment already made 
into strengthening and protecting its network 
infrastructure during 2020, MTN  is again putting 
optimisation plans in place to ensure stability and 
high-quality network connectivity and working on 
strategies to enhance performance even further in 
2021. The Network has announced that its goal is to 
invest a total of €1 billion into the network. Hence, we 
should see the FY 2020 climb above N331billion, while 
the EPS is projected above N12.30. We maintain a 
medium to long term “BUY” recommendation on the 
stock of MTNN with a target price of ₦205.  

 

 

FBNH 

FBNH Plc results for 9M’2020 showed that Profit after 
tax advanced by 15.05% from N47.25 billion in 
9M’2019 to N54.36 billion in 9M’2020. Similarly, 
Operating profit advanced by 16.21% from N54.45 
billion in 9M’2019 to N63.28 billion in 9M’2020, due to 
a 16.90%, 190.34%, and 2.14% increase in Fees and 
Commission income, trading income and other 
income, respectively. Profit before tax also rose by 
16.24% from N54.47 billion in 9M’2019 to N63.31 
billion in 9M’2020, due to a 94.12% increase in share 
of profit of associates. Consequently, EPS grew by 
34.53% to N1.87 in 9M’2020 from N1.39 in 9M’2019. 
FBNH has a BVPS of N19.84, P/BV of 0.37x and P/E 
ratio of 3.96x. FBNH is expected to leverage their 
highly diversified business model, to prop up their 
revenue from other sources, such as; their trading 
income and other income. FBN Holdings completely 
divested from its risk underwriting arm, completely 
selling off its 65% stake in FBN Insurance Ltd to 
Sanlam Emerging Markets (Proprietary) Ltd.  This 
action did many things for the bank. Following the 
divestment, the holding capital, FBN Holdings, had 
injected equity capital of N25 billion into the bank, 
thereby boosting its overall Capital Adequacy Ratio to 
16.5%. The company is poised to record the strongest 
growth margin of all tier one banks, with the PAT 
crossing the N70 billion mark, hence taking the EPS 
to N2. 

We place a “BUY” recommendation with a target 
price of ₦8.90. 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

GUARANTY 

GUARANTY Plc 9M’2020 showed that interest income 
advanced by 1.80% from N224.19 bn in 9M’2019 to 
N228.23 bn in the current period. Net interest income 
went up by 9.71% from N172.94 bn in 9M’2019 to 
N189.74 bn in 9M’2020. The increase in the net 
interest income was driven by a 24.90% decline in 
interest expense. Profit before tax however declined 
by 1.93% from N170.65 bn in Q3’2019 to N167.35 bn in 
the current period. The decline in profit before tax is 
attributable to a 22.69% decrease in fees and 
commission income, and supported by increases in 
key expenditure line items, such as; the fees and 
commission expense and operating expense, which 
both went up by 148.54% and 12.86%, respectively. 
Profit after tax went down by 3.20% from N146.99 bn 
in Q3’2019 to N142.28 bn in the current period. 
Consequently, GTB recorded a 3.28% fall in earnings 
per share from N5.19 in Q3’2019 to N5.02 in Q3’2020. 
Guaranty has a BVPS of 25.67, P/BV of 1.39x and a P/E 
ratio of 7.13x. Guaranty is expected to benefit from 
Move to holdco structure by tier 1 banks to improve 
their revenue sources. Accordingly, we expect to 
witness growth in the FY bottom-line of the company 
and profit after tax is expected to climb past N202 
billion in Q4 2020, while the earnings per share 
should move past N6.87 by year’s end. We place a 
medium to long term “BUY” recommendation with a 
target price of ₦41 

 

 
 

 

 

 

 

ZENITH 

The 9M’2020 result of Zenith Plc showed that Profit 
after tax grew by 5.70% from N150.72 bn in 9M’2019 
to N159.32 bn in 9M’2020. Net interest income 
increased by 4.92% to N225.18 bn in 9M’2020 from 
N214.63 bn in 9M’2019. Profit before tax advanced 
marginally by 0.62% from N176.18 bn recorded in 
9M’2019 to N177.28 bn in 9M’2020. The growth in 
profit was driven by a 52.92% and 34.34% increase in 
other operating income and trading income, 
respectively, but subdued by a 37.51% hike in 
impairment charge and a 19.94% fall in net fees and 
commission income. Consequently, earnings per 
share went up by 5.63% from N4.80 in 9M’2019 to 
N5.07 in 9M’2020.Zenith Bank has a BVPS of N32.94, 
P/BV of 0.73x and P/E ratio of 4.72x. Zenith Bank has 
managed to shield itself from the slowdown 
witnessed in the economy and can largely be 
attributed to the digitization of their modus operandi 
thereby making funds easily accessible to their 
customers. The Bank has clearly distinguished itself 
in the Nigerian financial services industry through 
superior service quality, unique customer experience 
and sound financial indices. The bank, with a knack 
for setting the pace and raising benchmarks, is a clear 
leader in the digital space with several firsts in the 
deployment of innovative products, solutions and an 
assortment of alternative channels that ensure 
convenience, speed and safety of transactions. 
Accordingly, we expect to witness growth in the FY 
bottom-line of the company and profit after tax is 
expected to climb past N204 billion in Q4 2020, while 
the earnings per share should move past N6.51 by 
year’s end. We place a “BUY” recommendation with a 
target price of ₦32.10. 

 

 

 

 

 

 



 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

ACCESS  

Access Bank Plc. results for 9M’2020 showed that 
Profit before tax advanced by 15.70% from N100.80bn 
in 9M’2019 to N116.62 bn in the current period. Profit 
after tax advanced by 15.68% from N88.44 bn in 
9M’2019 to N102.30 bn in 9M’2020. Earnings per share 
EPS went up by 3.94% to N2.90 in 9M’2020 from N2.71 
in 9M’2019. Access has a BVPS of  N19.12, a P/BV of  
0.45x and a P/E of 2.97x. Access  Bank Plc has 
unfolded plans to expand to eight more African 
countries as part of a strategy to support trade and 
finance in the continent and take advantage of the 
newly formed African Continental Free Trade Area 
(AfCFTA).  This would be an opportunity for the bank 
to expand to high-potential markets. 

Recently, a hold-co structure was approved for the 
bank, which will consist of four subsidiaries: Access 
Bank Group; payments business; consumer lending 
and agency banking; and insurance brokerage.  

Access Bank has been driving its revenue growth 
through retail expansion, which has grown 
consistently across all income lines, driven by a 
strong focus on consumer lending, payments and 
remittances, digitisation of customer journeys, and 
customer acquisition at scale. Accordingly, we expect 
to witness growth in the FY bottom-line of the 
company and profit after tax is expected to climb 
past N98 billion in Q4 2020, while the earnings per 
share should move past N3.00 by year’s end. We 
place a medium to long term “BUY” recommendation 
with a target price of ₦11.26. 

 
 

 

 

 

STANBIC Plc  
 
9M’2020 showed an increase in bottom-line result as 
profit for the period grew by 19.10%. Profit before tax 
advanced by 11.22% from N69.11bn in 9M’2019 to 
N76.87 bn in 9M’2020. The increase in profit before 
tax is attributable to a 63.18% increase in trading 
income, and supported by declines in key 
expenditure line items, such as; the fees and 
commission expense and operating expense, which 
both went down by 9.43% and 1.04%, respectively. 
Profit after tax went up by 19.10% from N55.55 bn in 
9M’2019 to N66.16 bn in 9M’2020, due to a 21.05% 
decline in income tax expense. Consequently, Stanbic 
recorded a 13.06% increase in earnings per share 
from N5.13 in 9M’2019 to N5.80 in 9M’2020. Stanbic is 
expected to continue to leverage on their diversified 
business structure to hedge against losses specific to 
a certain business area. Just like other banks that 
maintain a hold-co. structure, the company would 
compensate for any decline recorded in their interest 
income from their other revenue streams. 
Conclusively, the company presents positive top-line 
and bottom-line results, We see the company 
approach a Net Income of N80bn in FY 2020 and EPS 
of N7.13. We maintain a medium to long term “BUY” 
recommendation on the stock of STANBIC with a 
target price of ₦52.  
 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

PRESCO Plc  

Presco’s results for 9M’2020 revealed that revenue 
increased by 24.48% from N15.20 bn in 9M’2019 to 
N18.92 bn in the current period. Similarly, gross profit 
went up by 27.32% to N11.92 bn in 9M’2020 from 
N9.36 bn in 9M’2019. Operating profit increased by 
37.37% from N5.68 bn in 9M’2019 to N7.80 bn in 
9M’2020. The growth recorded in the operating profit 
was supported by reductions in key expenditure line 
items, such as; the administrative expenses and 
selling and distribution expenses, which both 
declined by 7.93% and 15.69%, respectively. Profit 
before tax rose by 50.99% to N6.58 bn in 9M’2020 
from N4.36 bn in 9M’2019, supported by an 7.58% 
decline in finance cost. Profit after tax advanced by 
56.36% from N3.22 bn in 9M’2019 to N5.03 bn in 
9M’2020. Consequently, earnings per share grew by 
56.21%, from N3.22 in 9M’2019 to N5.03 in 
9M’2020. Presco has a BVPS of N30.92, P/BV of 2.13x 
and a P/E ratio of 13.10x. PRESCO recent move to 
expand its existing Palm Oil mill from 60 ton/hour to a 
90 ton/hour milling plant by year-end 2020, 
construction of a new 60 ton/hour Palm Oil mill in 
Sokoban estate, which is to be completed in 2023, 
and expansion of the company’s palm kernel oil plant 
to 350 ton/day (current capacity: 60 ton/day), will 
support their topline growth. Hence, we see their FY’ 
2020 PAT move past N6.18bn taking their EPS to 
N6.20.We maintain a medium to long term “BUY” 
recommendation on the stock of PRESCO with a 
target price of ₦90.20. 

 

 

 

 

 

FLOURMILLS Plc  
 
Flourmill Plc. 6M’2020 results for the period ended 
September 2020 showed that revenue grew by 
31.15% from N270.76 bn in 6M’2019 to N355.11 bn in 
6M’2020. Similarly, gross profit went up by 58.26% to 
N50.29 bn in 6M’2020 from N31.78 bn in 6M’2019. The 
growth in gross profit was driven by the rise in 
revenue. Profit from operations advanced by 41.09% 
from N16.82 bn in 6M’2019 to N23.73 bn in 6M’2020, 
supported by a 1.75% decline in selling and 
distribution expenses, but subdued by a 20.71% 
increase in administrative expenses. Profit before tax 
rose by 69.17% to N14.61 bn in 6M’2020 from N8.63 bn 
in 6M’2019, on the back of a 26.74% rise in investment 
income. Profit after tax grew by 68.26% from N5.90 bn 
in 6M’2019 to N9.93 bn in 6M’2020. Consequently, 
earnings per share rose by 52.29%, from N1.53 in 
6M’2019 to N2.33 in 6M’2020. Flourmill has a BVPS of 
N39.02, P/BV of 0.72x and P/E ratio of 12.02x. Hence, 
we expect their 2020 PAT to move past N20.00 billion, 
taking the EPS above N3.00. We place a medium to 
long term “BUY” recommendation with a target price 
of ₦38.00. 
 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

FIXED INCOME CRITERIA 

 
 Regular payment of returns: Investment in 

Federal Government Bond guarantees 
regular cash-flow in terms of semi-annual 
coupon payments. 
 

 Protection against credit risk: FGN bonds 
are immune to credit risk because the 
instruments are backed by the treasury of 
the Federal Government. 
 

 Liquidity: FGN Bonds are some of the most 
liquid fixed income instruments because 
investor can sell before maturity at the 
prevailing market rates. 

 

FIXED INCOME RECOMMENDATION 

 

NASD CRITERIA 

NASD stock recommendation is based on 
fundamental analysis. We have selected stocks with 
at least 20% upside potential in 2021. 

WAMCO 

WAMCO Q3-2020 result showed that total operating 
income increased by 7% from N12.90 bn in Q3’2019 to 
N13.78 bn in the current period. The increase in 
revenue and gross profit by 24% and 9% respectively, 
contributed to the growth in operating income. 
Revenue moved from N121.80 bn in Q3’2019 to 
N150.63 bn in the current period. Profit before tax 
went up 2% from N11.32 bn in Q3’2019 to N11.49 bn in 
the current period. Profit after tax decreased by 11% 
from N7.48 bn to N6.65 bn in the current period, due 
to a 26% growth in taxes. Consequently, EPS declined 
by 11% to N6.81 from N7.66 in Q3’2019. WAMCO has 
BVPS of N25.15, P/bv of 5.37x and P/E ratio of 19.82x.  

We expect their 2020 PAT to move past N3.70 billion, 
taking the EPS above N7.60.  

We place a “BUY” recommendation with a target 
price of N162.5. 

 

S/N Instrument Maturity Coupon/Rate Price Yield
1 FGN 2024 24-Mar 14.20% 128.64 4.36%
2 FGN 2028 26-Feb 13.98% 127 6.15%

CONCLUSION 

2021 is projected to be a year of recovery amid major 
uncertainties. The World Bank projects that the 
global economy will expand by 4% in 2021, with the 
immediate policy priorities focused on controlling the 
spread of coronavirus and ensuring rapid and 
widespread vaccine deployment as well as strategic 
investments. In 2021, we expect GDP growth to 
rebound to 2.0% in Nigeria, buoyed by increased 
economic activity and some improvements in the oil 
market. 

With many businesses returning to full operation in 
2021 the potential of listed companies recording 
higher profit will also improve the performance of the 
market. However, Foreign participation could remain 
subdued in the equity market if External Reserves 
position does not improve.  

The equity market will continue to rally on the back 
of liquidity in the fixed income space. A sum of N 5.1 
trillion is already on the slate to mature in 2021 a 
portion of which will find its way into the equity 
market. 

The Fixed Income Market will experience increased 
activities as the deficit of N5.6 trillion in the FG 2021 
Budget will be financed mainly by borrowing. With 
over N5.1 trillion expected to mature in 2021 liquidity 
in the system will increase further. We expect that 
yields on CBN Bills alongside other rates will remain 
low in the early part of the year. However, we believe 
regulators will make efforts to increase rates in order 
to attract foreign capital into the economy. This will 
materialize in H 2 2021.As the economy recovers, the 
market will experienced improve activities in the 
year. 

The year is expected to recover moderately from the 
effect of macroeconomic factors provided the 
policies to avoid re-escalation of these factors are 
kept in check. We see opportunities shining through 
the mist, and on this basis, we have recommended an 
asset mix comprising 8 Equities, 2 FGN Bonds and 1 
NASD with an expected average return of 20%. 
Unforeseen changes to economic and market 
conditions may occur during the year. In such cases, 
we will review the portfolio appropriately and amend 
our recommendations accordingly. 

 

 

 

 

 



 

 

IMPORTANT INFORMATION: DISCLAIMER 

MBC Securities Limited equity reports and its attendant recommendations are prepared based on 
publicly available information and are meant for general information purposes only and it may not be 
reproduced or distributed to any other person. All reasonable care has been taken to ensure that the 
information contained herein is not misleading or untrue at the time of publication; MBCSEC can neither 
guarantee its accuracy nor completeness as they are an expression of our analysts’ views and opinions. 

MBC Securities Limited and any of its associated or subsidiary companies or the employees thereof 
cannot be held responsible for any loss suffered by relying on the said information as this information as 
earlier stated, is based on publicly available information, analysts’ estimates and opinions and is meant 
for general information purposes and should not be construed as an offer to buy or sell or a solicitation 
of an offer to buy or sell securities or any financial instruments. The value of any investment is subject to 
fluctuations, i.e. may fall and rise. Past performance is no guide to the future. The rate of exchange 
between currencies may cause the value of investment to increase or diminish. Hence investors may not 
get back the full value of their original investment.  

MBC Securities Limited is registered with the Securities and Exchange (SEC) and is also a member of The 
Nigerian Stock Exchange. 

 


