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In this report, we tell the cheap Nigerian equity valuation differently as we consider 

global valuation indicators.  

 

Taking a global look at Nigeria’s valuation shows a cheap market, credit and equity. 

Starting with credit, investors in Nigeria’s 10-year Sovereign dollar bond with a yield 

of 10.2% get 600bps outperformance versus the US Sovereign credit. Put differently, 

such investors will generate two and a half times the return that is generated in the 

US. Now, looking at the equity market, the free float Nigerian PE ratio is just 3.95x 

compared to 26.27x in the US. Extending this to the MSCI global PE ratio of 21.50x 

also shows that Nigeria is cheap. Furthermore, considering the MSCI Europe Australia 

and Far East (MSCI EAFE), which excludes the US, we note that the Nigerian free float 

PE ratio is significantly lower compared to the MSCI EAFE with a PE ratio of 15.1x. The 

expensive valuation in the US seems to be underpinning the decision of Warren 

Buffet’s Berkshire Hathaway sell-off in US stocks worth US$166bn dollars over the 

past two years, with Berkshire Hathaway now having over US$325bn in cash. We 

reckon that huge investment portfolios in Nigeria should consider increasing equity 

exposure, focusing on high-quality, defensive, and value stocks with strong 

fundamentals and appealing cash flows. In addition, diversifying across asset classes 

enhances resilience, while maintaining liquidity allows flexibility to capitalise on new 

opportunities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Emerging markets (EM) are typically seen as more volatile but offer higher growth 

potential than developed markets (DM). This can be credited to the faster economic 

growth in EM countries than in DM, a trend previously seen and expected to continue 

in the long term. However, this expectation depends on the time horizon. Over the 

past five years, developed markets have outperformed emerging markets, 

highlighting how results can vary based on the investment horizon.  
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Nigerian Valuation from a global perspective 

 
  Source: Bloomberg, Chapel Hill Denham Research 
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The charts below illustrate that over a 37-year period, the MSCI Emerging Market 

Index has significantly outperformed, delivering returns exceeding 1,000%, 

compared to the MSCI World (Developed Market Index) at 806%. However, in shorter 

time periods, the trend reverses. Over the past 20 years, the Developed Market Index 

posted a 249% return, surpassing Emerging Markets at 141%. Similarly, in the last 5 

years, Developed Markets returned 72%, while Emerging Markets lagged with a 14% 

return. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In a frontier market with high inflation such as Nigeria, achieving real returns on 

investment is particularly important, in our view. Interestingly, the Nigerian equity 

market has outperformed inflation since March 2020 to date, with the equity 

market delivering 4.5x return, which is more compelling than the CPI expansion of 

2.5x and the c. 47% credit market return. The credit market’s return indicates a 

negative real return over the review period. In our view, the outlook for inflation is 

benign, indicating that the equity market can sustain a positive real return over the 

next 12 months. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Emerging versus Developed markets: Investment horizon matters 

         
Source: Bloomberg, Chapel Hill Denham Research 
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Nigerian markets: Equity outperforms credit & CPI, but credit lags the CPI 

 
Source: NGX, S&P Nigeria Sovereign Bond Index, NBS, Chapel Hill Denham Research 
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Comparing the NGX ASI in USD to the USD-denominated MSCI World and MSCI EM 

indices reveals that the NGX ASI’s performance is unappealing over a 20-year period. 

Interestingly though, tracking the performance over the past five years shows 

significant rebound since 2019, possibly underpinned by the new listings in the 

telecoms sector (MTN Nigeria and Airtel Africa). Nevertheless, the avalanche 

devaluation and the relatively slow rise of the NGX ASI in 2024 resulted in a 

downslope of the NGX ASI in USD terms. Considering that the recent devaluation of 

the USD/NGN was reform-driven, we expect stability and believe that a recovery is 

on the cards for the NGX ASI USD return over the next 2-3 years.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

It is on the back of the importance of liquidity in a market like Nigeria that we consider 

free float. We highlight that the MSCI index for instance ignores overseas listed stocks 

such as Airtel Africa while the Nigerian NGX ASI is market capitalisation weighted, 

despite some stocks in the index having a free float that is as low as 10%. In this 

regard, we highlight that the Chapel Hill Denham stock index (the Paramount Index) 

is free float weighted, focusing on the dozen stocks representing 90% of the value 

of the free float of the entire Nigerian equity market. For the dozen stocks, see our 

report entitled Nigerian Equities: Attractive valuation supports re-rating outlook, 

published on 08 November, 2024. We believe that the average of just 33% of the NGX 

market capitalisation as free float is a weak reflection of real value as some low free 

float stocks have unusually high valuations. To put this in context, the market P/E of 

7.95x comes down to 3.95x while the P/B moderates to 1.15x from 1.54x when both 

metrics are adjusted for free float.  

 

  

 

 

 

 

 

 

 

 

 

 

NGX ASI versus MSCI World versus MSCI Emerging Markets 

      
Source: Bloomberg, NGX, Chapel Hill Denham Research 
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NGX ASI stocks from a free float viewpoint 

 
Source: Bloomberg, NGX, Chapel Hill Denham Research 
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DISCLAIMER 
 

This research report (the “Report”) is issued by Chapel Hill Denham Research, a department within Chapel Hill Denham Securities Limited (“Chapel 

Hill Denham”). Chapel Hill Denham is incorporated under the laws of the Federal Republic of Nigeria and is a company regulated by the Securities 

and Exchange Commission in Nigeria and the Nigerian Stock Exchange.  

 

The information contained herein is confidential and is solely for the use of those persons to whom it has been addressed.  The information 

contained in this Report is not intended for distribution to the public and may not be disclosed, altered, reproduced, redistributed or published 

in whole or in part for any purpose without the prior written consent of Chapel Hill Denham. Neither Chapel Hill Denham nor its advisers, 

directors, employees or any of its affiliates accepts any liability whatsoever for the actions of third parties in this respect.  By receiving this 

document, you will not be deemed a client of Chapel Hill Denham or any of its affiliates. Clients of Chapel Hill Denham and of its affiliates, who read 

this Report, should assess their own investment objectives and financial capabilities when taking investment decisions.   

 

The analyst(s), (whose name(s) is given at the beginning of the Report), produced this Report independently of Chapel Hill Denham or its affiliates 

and unless expressly stated to the contrary, independently of the issuer of security or securities, covered in the Report, and have done so using 

publicly-available information. Opinions expressed in this Report are those of the analyst(s) and unless expressly stated to the contrary, are not the 

opinion or position of Chapel Hill Denham or any of its affiliates. No part of the compensation of the analyst(s) is, or will be related or linked to the 

views or recommendation(s) given in this Report. 

 

The information in this Report is provided in summary form only and does not purport to be complete. This Report has been issued for information 

purposes only and should not be construed in any circumstances as an offer to sell or buy any security or any other financial instrument nor shall it 

(or any part of it) form the basis of or act as any inducement to enter into, any contract or commitment whatsoever with respect to any security or 

any other financial instruments. Investments in general involve some degree of risk, including risk of loss of capital. Chapel Hill Denham may not 

have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. Accordingly, this Report should 

not be used as a substitution for exercising independent judgement and has no regard to the specific investment objectives, financial situation or 

particular needs of any particular investor/recipient. If in doubt, please consult an independent investment adviser. 

 

The content of this Report is based upon publicly available information from various sources that are believed to be reliable, though not verified 

independently. Accordingly, no liability is accepted for errors or omissions of fact; no representation or warranty, express or implied, is made 

concerning its accuracy, reasonableness or completeness of the information presented.  All projections, valuations and statistical analyses are 

provided for information purposes only. They may be based on subjective assessments and assumptions and may use one among alternative 

methodologies that produce different results and to the extent they are based on historical information, they should not be relied upon as an 

accurate prediction of future performance. Neither Chapel Hill Denham nor its advisers, directors, employees or any of its affiliates accept any 

liability whatsoever for any direct or indirect loss arising from the use of this document or its contents. 

 

This document includes certain forward looking statements, estimates and projections with respect to the future performance of securities traded 

in the Nigerian Capital Markets. Such statements, estimates and projections may reflect various assumptions concerning anticipated economic 

developments that have not been independently verified. Recipients are cautioned not to place undue reliance on these forward looking statements. 

All information, opinions expressed are given as of the date hereof and are subject to change without notice. Accordingly, Chapel Hill Denham 

expressly disclaims to the fullest extent permitted by law any obligation or undertaking to disseminate any updates or revisions to any forward‐

looking statements or information contained herein.  

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, 

is made regarding future performance. While due care has been used in the preparation of forecast information, actual results may vary in a 

materially positive or negative manner. The price, value of and income from any of the securities or financial instruments mentioned in this Report 

can fall as well as rise. 

 

The investments contained or referred to in this Report may not be suitable for you and it is recommended that you consult an independent 

investment advisor if you are in doubt. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any 

investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. 

Chapel Hill Denham does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. 

 

Neither this Report nor any copy or part thereof is intended for distribution, or transfer, either directly or indirectly to, or use by, any person or 

entity that is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, transfer, publication, 

availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction. The analyst(s) 

(as author(s) of this Report) and Chapel Hill Denham are not subject to the laws of other countries, notably the United States of America (“US”), the 

member states of the European Union (“EU”) or the United Kingdom (“UK, during and after its membership of the EU) as these laws may affect the 

publication and distribution of this report. Accordingly, protections conferred by or under laws of other countries would not apply. 
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The analyst(s) (as authors of this Report), are not registered with the Financial Industry Regulatory Authority in the US, the Financial Conduct 

Authority (“FCA”) and the Prudential Regulation Authority (“PRA”) of the UK. Neither Chapel Hill Denham nor any  of its affiliates is not authorised 

by the FCA or PRA. Accordingly, no liability for compliance with those laws, which respect to this report, is accepted by Chapel Hill Denham, its 

directors, employees or any of its affiliates. 

 

Chapel Hill Denham, its directors, employees or any of its affiliates may have or may have had interests in any of the companies contained herein or 

hold long or short positions in any of the securities mentioned herein.  Directors and employees of Chapel Hill Denham or its affiliates may serve or 

may have served as officers or directors of the companies contained herein. Chapel Hill Denham is required by the Nigerian Securities & Exchange 

Commission to make certain disclosures on shareholdings of its directors and Personal Account Trading of its analysts. 

 

Chapel Hill Denham and its affiliates may act or may have acted as market maker in the securities contained herein. Chapel Hill Denham or its 

affiliates may have or may have had a relationship with or provide or have provided investment banking, investment management, and/or financial 

services to the companies contained herein; Chapel Hill Denham however relies on information barriers, such as ‘Chinese walls’ to control the flow 

of information. Accordingly, the analyst(s) and other members of the Research Department of Chapel Hill Denham do not receive any non-public 

information regarding transactions or investments of Chapel Hill Denham and any of its affiliates and do not take part in its internal meetings.  

 

Furthermore, it is a policy of Chapel Hill Denham that no department or affiliate influences the opinions, estimates, forecast or recommendations of 

the Research Department, nor privy to the contents or recommendations of the Research Department’s reports and recommendations ahead of 

their publications. It is also the policy of Chapel Hill Denham that members of the Research Department are not privy to knowledge of advisory 

mandates, or other fiduciary relationships, engaged in by Chapel Hill Denham or any of its affiliates.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

STRATEGY RESEARCH UPDATE 
15 November 2024 

 Page 7 of 7 © 2024, Chapel Hill Denham Securities Limited | All rights reserved | www.chapelhilldenham.com 
 

CHAPEL HILL DENHAM CONTACTS 
 

Research Team     

Head of Research/Telcos   Financial Services  

Tajudeen Ibrahim +234 (802) 242 7735 Nabila Mohammed +234 (912) 039 9255 

  tibrahim@chapelhilldenham.com    nmohammed@chapelhilldenham.com  

Cement/ Financial Services     FMCGs/Agriculture  

James Ola-Adisa +234 (802) 245 0284   Maryam Yunusa-Yakubu +234 (802) 244 4385 

  Jola-adisa@chapelhilldenham.com    myunusa-yakubu@chapelhilldenham.com  

  Oil & Gas /FMCGs      

  Bolade Agboola +234 (802) 242 7704   

  bagboola@chapelhilldenham.com     

Securities Trading Team    

Akeem Shadare +234 (802) 242 7736    Olayemi Idris +234 (802) 242 7752 

  ashadare@chapelhilldenham.com   oidris@chapelhilldenham.com  

Securities Trading, Ghana 

Benedicta Ako +233 265 319 240 

 

 

 bako@chapelhilldenham.com   

Sales Team     

Temitope Afolabi +234 (802) 242 7728     Abaka Alaku +234 (802) 243 6457 

  tafolabi@chapelhilldenham.com   aalaku@chapelhilldenham.com  

Our Offices     

Lagos Abuja Ghana  

1st and 2nd Floor Mabon Place, Suite 2, The Labone Office Park  

10 Bankole Oki Street 46, Gana Street, N. Sithole Street, Labone  

Ikoyi, Lagos Maitama, Abuja Accra  

Nigeria Nigeria Ghana  

Tel: 0700 242 735 4455  Tel: +233 30 2766 865  

General Contact     

info@chapelhilldenham.com     

www.chapelhilldenham.com     

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

mailto:tibrahim@chapelhilldenham.com
mailto:nmohammed@chapelhilldenham.com
mailto:Jola-adisa@chapelhilldenham.com
mailto:myunusa-yakubu@chapelhilldenham.com
mailto:bagboola@chapelhilldenham.com
mailto:ashadare@chapelhilldenham.com
mailto:oidris@chapelhilldenham.com
mailto:bako@chapelhilldenham.com
mailto:tafolabi@chapelhilldenham.com
mailto:aalaku@chapelhilldenham.com

