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Important Note

This report was issued by Lotus Capital Limited’s research unit. This report is based on information from various sources that we believe are
reliable, however, no representation is made that it is accurate or complete. Any opinions, forecasts or forward looking statements that are
made in this document are not statements of fact and are rather the views of Lotus Capital’s research unit which are based on research
and modelling. While reasonable care has been taken in preparing this document, no responsibility or liability is accepted for errors or fact
or for any opinion expressed herein. This document is for information purposes only. It does not constitute any offer or solicitation to any
person to enter into any trading, investment transaction or any other decision whatsoever. Any investment, discussed may not be suitable for
all investors. This report is provided solely for the information of clients of Lotus Capital who are expected to make their own investment
decisions. Lotus Capital accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its contents.
This report is for private circulation only.
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“The Nigerian economy should stabilize gradually
in 2024 after the recent economic reforms’
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“* The removal of Fuel Subsidy should improve revenue allocation to critical
sectors if well managed.

Nigeria's Fuel Subsidy Payment (R'trillion) Total Fuel Subsidy Vs Federal Government

4.4 Allocation to Critical Sectors in Past 9 Years
(W’trillion)
171.5
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Source: Lotus Capital Research, NNPC, FMOF
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¢ Fuel Subsidy hurt economic productivity before the removal. The
correction effect of the removal should become more evident in 2024.

Migration of
human capital
to productive

sectors

More efficient
downstream
players

Reduced Increased Increase in

incentive for Investment economic
corruption Inflow diversification




L APITAL

“* Unification of FX windows, planned asset securitization and
multilateral financing should support FX supply in 2024.

2023 FX Rate Change 2023 FX Rate (M)
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Source: Lotus Capital Research
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¢ Economic growth should be stable, while inflation will remain high
although less pronounced in the latter part of 2024.

GDP

I I I 1

Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023

2024 GDP (f) - 3.1%
o Positive Drivers: Expected crude oil output of |.4mbpd at c$90pb;

Improvement in security; Improvement in FX supply with some local
substitution

Source: NBS, Lotus Capital Research

Inflation Rate

29.58%

Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23

2024 Inflation (f) - c20%

o Positive Drivers: High base effect; improvement in FX supply with
some local substitution

o Negative Drivers: Pass-through effect of subsidy removal; Higher FGN
fiscal spending
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“The Nigerian equities market is expected to
sustain its positive momentum in 2024.
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“* New listings of NNPC, Indorama and others, should stimulate the
equities market in 2024.
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NGX All-Share Index crossed the 70,000-bps mark for the first time ever in 2023.
NGX Lotus Islamic Index equally performed well.
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Source: NGX. Lotus Capital Research
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% Expectations of regulatory reforms should also dictate market
sentiment in 2024, especially for the banking sector.

Sectoral Indices Performance in 2023

114.90%
84.48%

125.54%
12.86%

90.39%
E— —— I

NGX BNK NGX INS NGXCNSMRGDS NGXOILGAS NGXINDUSTR

Expectations:

Interest in the insurance sector will be driven by capital-raising activities to maintain regulatory thresholds. Oil and gas tickers will be driven by
improved profitability of downstream players, higher oil prices and increased investment spending. High-cost pressure could weigh down
consumer goods tickers. Recapitalization concerns should drive sentiment in banking stocks, while industrial goods tickers will be driven by the
effectiveness of their cost reduction and capacity optimization strategies

Source: NGX, Lotus Capital Research 12
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“Fixed income rates are likely to shift further
upwards in 2024
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“* Monetary Policy would continue to tilt in favor of tightening in 2024.

PMA Participants Bid Stop Rate (%) 12.60
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Expectation:
o Price stability will be the main focus of the monetary policy authority.

15

Source: Central Bank of Nigeria, Lotus Capital Research
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“* More public sector issuers are likely to tap the debt capital market
to fund infrastructure projects in 2024.

2023 AVG FGN Yield (%) AVG FGN Sukuk Yield (%)
15.64
14.19
14.86 14.92
13.61 13.61
13.23 13.27
6.29 11.78
139 1162
AVG FGN BOND AVG FGN TBILL SK24 SK25 SK27 SK31 SK32
2022 2023

Expectation:

o Higher domestic borrowing to cover the budget deficit
Source: FMDQ, Lotus Capital Research
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“Global inflation fears to soften in 2024.
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% The effects of tighter monetary policy will be evident in lower inflation
and slower growth in 2024.

Global Growth Rate Global Inflation
3.50%
3.00%
° 8.70%
6.90%
5.80%
2022 2023 2024 2022 2023 2024

e We expect the US Fed to lower interest rates in 2024.
o Our growth and inflation forecast for 2024 is aligned to the IMF.

Source: IMF, Lotus Capital Research
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¢ 2024 will be a year of political intrigue with up to 10 major elections
including the US, the EU, Iran, India, South Africa and Ghana.

B Trump
m Other

M Biden

o The 2024 US Presidential Election Opinion Poll (270toWin) as at 3 January 2024 points to a closely contested race.

Source: Lotus Capital Research 20
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¢ Resurgence of oil demand and conflict-related supply shocks should
support oil prices in 2024. Gold is also expected to trend up.
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Gold prices should rise further on concerns of geopolitical tensions
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e GOLD BRENT OIL
Expectations:
o  Our forecast for brent crude oil price in 2024 is $95pb and aligns with the US EIA
o Gold prices should rise further on concerns of geopolitical tensions
21

Source: Lotus Capital Research
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“* Global equities markets are likely to rise further with increased
investments in technology, climate-focused and defence stocks.
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Source: Lotus Capital Research

S&P 500 to be driven further by resilient corporate earnings
NASDAQ to continue to benefit from investment in Al
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¢ FDI to Africa should recover in 2024, with renewed interest in the
mining sector due to geopolitical tensions and energy transition.

FDI Net Inflow to Sub-Saharan Africa
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To reach net zero targets, experts opine that copper, aluminum, nickel and lithium production must increase significantly with an
investment of up to US$1.2 trillion across transition metals. With around 30% of global mineral wealth, African mining will play a
critical role.

23

Source: World Development Indicators, Lotus Capital Research
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