
Economic Recovery, Strong Market Fundamentals Support Prices As Q2 Numbers Inspire
Investors

All over the world, the stock market is acknowledged as a leading indicator and a discounting
machine, which points to future expectations from any economy because almost all major
sectors of that economy are represented.

In the same way, it equally factors the expected future of the economy into prices of equities
listed, which means that 50 to 80% of the economic and market fundamentals influences equity
prices. While the performance of a company has 20 to 30% impact on its share price since the
industries and sectors are integral parts of the economy at any time.

Contrary to fears some investors may be entertaining at the moment, if any, the current rally of
Nigeria’s stock market is not artificial, given that the bourse has suffered three consecutive
years of negative growth. This resulted from the effects of an unholy combination of multiple
evils such as: Low consumer confidence, low oil price at almost $28 in January 2016, low
national output that resulted in economic recession, as well as a seeming lack of focus and
direction by the Federal Government on the economy at the beginning of the Muhammadu
Buhari administration.

As if these were not enough damage already, and due to the impact of the above, the Naira
came under severe attack from official and unofficial devaluation, made worse by the import
dependent nature of the Nigerian economy and high interest and inflation rate, all of which
affected the economic and market fundamentals, with disposable income among many
Nigerians seriously hampered.

As a result, many state governments and private companies owed workers’ salaries, which also
affected purchasing power, resulting in many company products being left to gather dust on
shelves of many stops, following which warehouses were filled with unsold inventories.

With the poor sales came a drop in earnings capacity of companies, even as operating costs of
companies continued to bloat helplessly, as a result of which many of them started posting
losses. With these manufacturers unable to repay their loans to banks, non-performing loans of
the industry soared further, following which many of the banks were unable to pay dividend to
their shareholders at year-end, because they had to make the huge loan loss provisions in line
with regulatory requirements.

But since the Central Bank of Nigeria (CBN) began tackling the supply side of the nation’s
foreign exchange market which was identified as the major problem, the story of Nigeria’s
economy has been reversed to what we are seeing today that is attracting inflow of foreign
exchange in form of direct and portfolio investment. This also equally rekindled domestic
investor confidence due to positive data in the last five months pointing to economic recovery,
which is currently being driven solely by monetary policy. Expectations are that the fiscal



authorities will brace up and begin to do the needful, a situation that would further fast-track
recovery, knowing that without a thriving economy, there is no politics.

Performance of the domestic equity market, when compared to the global markets is relatively
in order, because improving economic fundamentals have started impacting positively on the
listed companies as revealed by their first quarter numbers and reinforced in Q2 figures now
being released that support the current prices of stocks on exchange.

Even then, the share prices of many companies on Nigeria’s stock exchange are still
undervalued. Only a few companies are overpriced due to market sentiment for those
particular stocks.

Price to earnings ratios of quoted companies are below 15x, dividend yields of majority are
above 4%, economic growth is expanding, unemployment rate as at December 2016 was 14.2%,
industrial production growth is equally expanding as revealed by the Purchasing Managers’
Index (PMI) remained above 50 points in the past three months, inflation figure is on the
decline in the last five month, FX market performance remains strong with improving liquidity
and 10-year Federal Government bond yields and interest rates at 16.18%.

This review is intended as a tool for both reference and ideas generation at a time many people
have expressed palpable fears that the market is set for a huge correction. You may however
choose to take profit and still keep your eyes on the market with the earnings reporting season
at its peak, boosted by strong investor confidence, positive economic data and strong liquidity
in the import/export window of the FX market.

This is first stop for basic background info on how the economy is performing, and what issues
are driving the economy. This will help you get up to speed on and keep track of the basics for
the most important sectors and industries in the economy, informing starting points for further
research and risk management. As you keep your eyes on the CBN intervention that is driving
the economy and market, get INVESTDATA home study pack to understand market timing and
the four phase of the market to protect your capital and manage trading/investing risk.

Grab your pack now and ride with the recovery stock market and economy.
The workshop video can be view in your phone, laptop and television. The cost of the home
study pack is N20, 000 including DHL delivery at your door step. Payment should be made into
Investdata Consulting Ltd, Zenith Bank 1013033032. When payment is made, kindly send details
to 08032055467,

Money Management: Banking Stocks To Buy For Juicy Interim Dividend Income

Money management in equity trading and investing is very important, particularly when it
comes to picking the right stock at the right time, especially now that the market is eagerly
expecting the Q2 financials of banks, insurance and petroleum marketing stocks with a history



of interim dividend payment.
Investment is all about expectations and returns.
Consider this simple mathematics of profitable trading/investing: Dividend history of banking
stocks in Nigeria shows that Guaranty Trust Bank pays interim cash dividend of 25 kobo; United
Bank for Africa, 20 kobo; Zenith Bank, 25 kobo; and Access Bank, 25 kobo; while Stanbic IBTC
has over the years been inconsistent with its interim dividend payout.
Simple investment analysis for beginners is that in today’s market, while you can with the sum
of N100,000 as seed capital purchase 2564 units of GTBank; the same amount would fetch you
10,000 units of UBA; or 4000 units of Zenith; and 9523 units of Access Bank.
Now, while your dividend income, not excluding holding tax in Guaranty, is: N641, UBA, N2000;
Zenith Bank, N1000 and Access Bank, N2381. While you should decide for yourself which of the
stocks gives you the greatest happiness, let the above analysis guide you as buy banking stocks
for interim dividend in this earnings season and beyond.

Simple Mathematics of Profitable Equity Trading Return of 1% in a Week for one years, is
shown on the table below. Where 67% is attained at the end of the year with diligent,
consistent and discipline in trading your plan. For stocks that should be on your shopping list to
buy in this oscillating or recovery market to achieved 4% in week, sign up to INVESTDATA BUY
AND SELL signal setup by calling 08032055467.

Year1

principal rate income new bal

100,000.00 Jun-17
1

100,000.00 1% 1,000.00 101,000.00 Jul-17
2

101,000.00 1,010.00 102,010.00 Jul-17
3

102,010.00 1,020.10 103,030.10 Jul-17
4

103,030.10 1,030.30 104,060.40 Jul-17
5

104,060.40 1,040.60 105,101.01 Jul-17
6

105,101.01 1,051.01 106,152.02 Aug-17
7

106,152.02 1,061.52 107,213.54 Aug-17
8

107,213.54 1,072.14 108,285.67 Aug-17
9

108,285.67 1,082.86 109,368.53 Aug-17
10

109,368.53 1,093.69 110,462.21 Sep-17



11
110,462.21 1,104.62 111,566.83 Sep-17

12
111,566.83 1,115.67 112,682.50 Sep-17

13
112,682.50 1,126.83 113,809.33 Sep-17

14
113,809.33 1,138.09 114,947.42 Oct-17

15
114,947.42 1,149.47 116,096.90 Oct-17

16
116,096.90 1,160.97 117,257.86 Oct-17

17
117,257.86 1,172.58 118,430.44 Oct-17

18
118,430.44 1,184.30 119,614.75 Oct-17

19
119,614.75 1,196.15 120,810.90 Nov-17

20
120,810.90 1,208.11 122,019.00 Nov-17

21
122,019.00 1,220.19 123,239.19 Nov-17

22
123,239.19 1,232.39 124,471.59 Nov-17

23
124,471.59 1,244.72 125,716.30 Dec-17

24
125,716.30 1,257.16 126,973.46 Dec-17

25
126,973.46 1,269.73 128,243.20 Dec-17

26
128,243.20 1,282.43 129,525.63 Dec-17

27
129,525.63 1,295.26 130,820.89 Dec-17

28
130,820.89 1,308.21 132,129.10 Jan-18

29
132,129.10 1,321.29 133,450.39 Jan-18

30
133,450.39 1,334.50 134,784.89 Jan-18

31
134,784.89 1,347.85 136,132.74 Jan-18

32
136,132.74 1,361.33 137,494.07 Feb-18

33
137,494.07 1,374.94 138,869.01 Feb-18

34
138,869.01 1,388.69 140,257.70 Feb-18

35
140,257.70 1,402.58 141,660.28 Feb-18

36
141,660.28 1,416.60 143,076.88 Mar-18

37
143,076.88 1,430.77 144,507.65 Mar-18

38
144,507.65 1,445.08 145,952.72 Mar-18



39
145,952.72 1,459.53 147,412.25 Mar-18

40
147,412.25 1,474.12 148,886.37 Apr-18

41
148,886.37 1,488.86 150,375.24 Apr-18

42
150,375.24 1,503.75 151,878.99 Apr-18

43
151,878.99 1,518.79 153,397.78 Apr-18

44
153,397.78 1,533.98 154,931.76 Apr-18

45
154,931.76 1,549.32 156,481.07 May-18

46
156,481.07 1,564.81 158,045.89 May-18

47
158,045.89 1,580.46 159,626.34 May-18

48
159,626.34 1,596.26 161,222.61 May-18

49
161,222.61 1,612.23 162,834.83 Jun-18

50
162,834.83 1,628.35 164,463.18 Jun-18

51
164,463.18 1,644.63 166,107.81 Jun-18

52
166,107.81 1,661.08 167,768.89 Jun-18

67,768.89


