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Q3 2022 GDP GROWS BY 2.25% YoY

. Economic Growth Weakens as Oil Production Woes Persist

The Nigerian economy grew by 2.25% year-on-year in Q3 2022, below the general market expectations. Non-
Oil GDP drove the overall economic output with a 4.27% year-on-year growth. On the other hand, Oil GDP
remained under severe pressure, as output declined by 22.67% year-on-year.

Broad Sectors Q3 2022 Q2 2022 Q1 2022 Q4 2021 Q3 2021
Oil Sector -22.67% -11.77% -26.04% -8.06% -10.73%
Non-Oil sector +4.27% +4.77% +6.08% +4.73% +5.44%

Source: NBS, WSTC Research

Based on economic segments, the Agricultural sector grew by 1.34% year-on-year in Q3 2022, a marginal
improvement from 1.20% recorded in Q2 2022. The Industrial sector declined by 8.00% year-on-year, a

worsening figure from the 2.30% decline in Q2 2022; while the Services sector recorded an improved growth of
7.01% year-on-year in Q3 2022.

Economic Segments Q2 2022 Q1 2022 Q4 2021

Agricultural Sector +1.34% +1.20% +3.16% +3.58% +1.22%
Industrial Sector -8.00% -2.30% -6.81% -0.05% -1.63%
Services Sector +7.01% +6.70% +7.45% +5.58% +8.41%

Source: NBS, WSTC Research

Economic Performance of Top Sectors

Average
Contribution

to National Q32022 Q22022 Q12022 | Q42021 Q32021

Sectors GDP growth growth growth growth growth
Agriculture 25% +1.34% +1.20% +3.16% +3.58% +1.22%
Trade 16% +5.08% +4.51% +6.54% +5.34%  +11.90%
InfoComms 16% +10.53% +6.55%  +12.07%  +5.03% +9.66%
Manufacturing 9% -1.91% +3.00% +5.89% +2.28% +4.29%
Real Estate 6% +4.56% +4.42% +4.44% +1.47% +2.32%
oll 6% -22.67% -11.77%  -26.04% -8.06% -10.73%
Finance & Insurance 4% +12.70% +18.48% +23.24% +24.14% +23.23%
82%

Source: NBS, WSTC Research

Analysis

In our view, economic output slowed in Q3 2022, and this was evident in the weak performance of the
Manufacturing sector. We attribute the weak performance to weakening purchasing power due to inflationary
pressures and production capacity constraints owing to energy disruptions and foreign exchange illiquidity.

The Oil sector recorded another steep decline in Q3 2022, on the back of persistent crude oil theft that
materially impacted output levels over the past three quarters. The average daily oil production stood at 1.20mn
barrels per day in Q3 2022, from 1.57mn barrels per day in Q3 2021. On quarter-on-quarter basis, the average
daily oil production declined by 16.08%.



|| T

Meanwhile, there were also positives recorded in Q3 2022, led by the Information and Communications
sector which grew by 10.53% year-on-year. We attribute the growth to increased digital activities and
penetration across the economy. Also, we posit that the temporary slowdown in growth momentum due to the
NIN registration normalised in Q3 2022.

The Agricultural sector output growth was relatively weak, but resilient in Q3 2022. Some of the constraints
that limited production capacity in the sector were higher input costs such as fertilisers, climatic factors, and
other legacy structural bottlenecks including inefficient farming techniques, poor yields, and storage.

Economic output of the Finance & Insurance sector was strong in Q3 2022, but the growth momentum
slowed. We attribute the slowdown of growth momentum to a gradual response to the rising interest-rate
environment, as well as heightened macroeconomic risks given the rising trend of inflation and rising poverty
levels.

Outlook

We have revised our FY 2022 growth forecast to 2.90% (previous: 3.26%). This is due to our expectations
that tightened financial conditions and declining household consumption will continue to negatively impact
economic activities across the sectors in the near term. Also, we do not see the disruption in the global
energy market abating in the near term. Therefore, we expect higher energy prices to cap production capacity
of the Manufacturing and Agricultural sectors.

Recently, the national security operatives launched a clampdown on oil theft across the major oil-producing
regions. While we expect the clampdown to translate into improved oil production in the near term, we are not
entirely optimistic, and we only expect to see marginal improvements.

Implications for the Financial Markets

Equities: A generally bleak outlook for overall economic growth might continue to strengthen investors’
already-dampened sentiments in the Nigerian equities market. Notably, there were output contractions in the
Manufacturing and Oil sectors. This implies an underlying volume decline across these two sectors. Although
we might see a marginal improvement in Q4 2022, companies in the manufacturing space (particularly the
food & beverage subsector) are most likely to be under pressure in the near term.

Fixed Income Market: The rising yields in the fixed income market are expected to remain, on the back of
the CBN'’s resolve to combat inflationary pressures. Over the past few months, the policy focus of the
monetary policy authorities already shifted from pro-growth to price stability. Therefore, we do not expect the
tightened financial markets conditions to deviate in the near term.

Foreign Exchange Market: the steep contraction in the Oil sector suggests supply bottlenecks in the foreign
exchange market, given the significant portion of FX supply that comes from oil receipts. In addition, we
believe that the cascading effect of the Oil sector poor state could impact output growth of the other real
sectors. For context, the unavailability to import the required raw materials due to FX scarcity could limit
production capacity. This, therefore, negatively impacts non-oil exports.
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Disclaimer & Disclosures

The value of any investment is subject to fluctuations, i.e. may rise and fall. Past performance is no guide to
the future. The rate of exchange between currencies may cause the value of an investment to increase or
decrease. Hence investors may not get back the full value of their original investment.

Investment Recommendation
WSTC uses a 3-tier recommendation system for stocks under coverage: Buy, Hold, and Sell.

. Buy Rating: estimated fair value is 215% above current market price.
. Hold Rating: estimated change in price is between -10% and 15% of current market price.
. Sell Rating: estimated change in price is < -10% of current market price.

This document is not an offer to buy or sell any security. This document does not provide individually tailored
investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The appropriateness of a particular investment will depend on an
investor’s circumstances and objectives. The investments and shares referred to in this document may not be
suitable for all investors.

This document is based on information WSTC Securities Limited (WSTC Securities) received from publicly
available reports and industry sources. WSTC Securities may not have verified all of this information with third
parties. Neither WSTC Securities nor its shareholders, directors, employees or advisors can guarantee the
accuracy, reasonableness or completeness of the information received from any sources consulted for this
publication; and neither WSTC Securities nor its shareholders, directors, employees or advisers accept any
liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document
or its contents or otherwise arising in connection with this document. This document is not to be relied upon
and should not be a substitute for the exercise of independent judgment.

This document includes certain statements, estimates and projections concerning the anticipated future
performance of securities listed on the Nigerian Exchange and as to the market for these shares. Such
statements, estimates and projections are based on information that we consider reliable and may reflect
various assumptions made concerning anticipated economic developments, which have not been
independently verified and may or may not prove correct. No representation or warranty is made as to the
accuracy of such statements, estimates and projections or as to their appropriateness for the purpose
intended and it should not be relied upon as such. Opinions expressed are current opinions as of the date
appearing on this material only and may change without notice. Other third parties may have issued other
reports that are inconsistent with and reach different conclusions from, the information presented in this report.
Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared
them.

This document is for information purposes only and private circulation. No portion of this document may be
reprinted, sold or redistributed without the written consent of WSTC Securities.

Additional information on recommended securities/instruments is available on request.

WSTC Securities Limited is a Trading License Holder of the Nigerian Exchange Limited (NGX) and is
registered with the Securities & Exchange Commission (SEC) as a Broker/Dealer to conduct Securities
Brokerage & Dealing in Nigeria. Therefore, we may deal in any securities listed on the NGX.

WSTC Securities Limited has its registered office at 2, Maitama Sule Street, South-West Ikoyi, Lagos, Nigeria.
Email: research@wstc.com.ng

Website: www.wstc.com.ng
© WSTC Securities Limited 2022.



