Will Goodluck inspire confidence in the market 
With complete loss of confidence on the key sectors of the economy, particularly the stock market, while other markets are gradually recovering from the global recession, SEGUN EDWARDS writes on stakeholders view on whether the emergence of Dr. Goodluck Jonathan as the acting President would inspire confidence in the market.


In view of the fact that the capital market thrives on information and disclosures, the emergence of the Vice President of Nigeria, Dr. Jonathan Goodluck, as acting President last week, by the resolution of the National Assembly, is expected to have an impact on the stock market.

The stock market recovery strides had commenced at the beginning of the new year, coming behind other developed markets like the US,  Europe, and Asia, most of which have witnessed recovery long before now.

The current recovery of the stock market appears to be the longest, being witnessed since the crisis of the first quarter of 2008, as recovery by major indicators have crystallised into a year to date of over 11 per cent penultimate weekend and was expected to continue with the seeming stability in the polity with the emergence of an acting President.

Major performance indicators in the market, the All-Share Index, which reflects the direction of the market had recorded a significant growth of 2,269 points or 10.8 per cent increase, when it crossed to 23,000 marks on Wednesday 10, February in the new year, from 20,9827.17 basis points at which it closed in 2009.

Similarly, the total market capitalisation of all listed stocks, which represents investors’ total wealth in the market, also increased in the period by N573 billion, from N4.989 trillion at the close of 2009, to N5.562 trillion, which represents 11.48 per cent increase.

The impact of the emergence of the acting President on the market has rather been classified as  an insignificant part of the total summation of what was expected to bring the market to real recovery, despite the ingredient of information as an integral input which the market rely on to be boosted.
Speaking on how the economy and the stock market would react to the emergence of the Vice President as an acting President of the country, the President of Nigerian Economic Summit Group (NESG), Mazi Sam Ohunwabumwa said the development will douse the tension in the system, which has built as a result of the vacuum created by the absence of the President, stating that the news is expected to re-flate the sector.

According to him the nation, the economy and all its adjuncts including the capital market would attract favourable perception from critics who thought that the nation is rulerless owing to the seeming vacuum in government due to President Umaru Musa Yar’adua absence since November 23 last year.

This he said would instill the belief that people would now be held responsible for the actions of government, stating however, that the problem of lack of liquidity for the recovery of the stock market remains an issue to be tackled.

He gave his overall assessment on the emergence of the Vice President as an acting President as a favourable development to the economy as well as the stock market even if it may not raise the activities to the expected height. 

He stated that from the point of view of psychology and confidence building, the economy and the market would begin to witness some improved activities in outlook any time  from now.
“I think it will bring down the tension in the system and re-flate the economy. The perception that the nation was rulerless would change with the Vice President in charge, as people would know that there are people to be held responsible. Although the market is still confronted with the issue of lack of liquidity, which remains a major issue, but the emergence of the Vice President would act as a major boost for the market,” he said.

According to John Kwenta, a capital market analyst, the recovery of the market in recent times has been due to the activities or interest of foreign investors who have found their ways back after their markets witnessed headways from the severe global recession.

He said the Nigerian market would thrive on other major economic issues beyond the emergence of the Vice President as an active President, following the vacuum created by the absence of the President, due to health reason.

According to him when the emergence of Jonathan is juxtaposed with its impact on activities, the market can not be said to have witnessed any upbeat activity, since the announcement by the legislature.

He opined that other issues like the appropriation bill and the successful implementation of the current budget, which would have propelled activities in the market are not being achieved, insisting that it is only the activities of the foreign investors that has lifted the market from its down cycles for quite a while in the new year.

Citing the stagnation witnessed in the market on Thursday last week, he said the market witnessed the development where the foreign investors slightly refrained from the market, causing the prices of most of the stocks to remain static.

He disclosed with conviction that upbeat in activities in the market will always be bouyed by the interest of foreign investors, which result in the bandwagon effect of queueing by other investors usually take such advantage to take positions in the market or take profit in a boom cycle.

In his estimations, the emergence of the Vice President as an acting President has not shown any impact and may not show any on the market unless all other issues pertinent to the development of the market are in place.  This revealed that investors are now more conscious of investing in the market while looking out for inherent value and fundamentals in quoted companies, rather than allow themselves to be coerced by the paper value of the companies.

“The emergence of the Vice President as an acting President of the country is a small aspect of what would push the market back into full upbeat activities. It has not impacted on activities since the news became public knowledge. What has been witnessed since the beginning of the year in terms of recovery has been the return of foreign investors’ interest, which is the major driving force of the market. Their activities in the market have always resulted in a head, which other investors take a queue from. Even their impact is felt when they slow down, after pulling out with profit. This usually comes with stagnation in prices of stocks and decline in major indicators of the market.

In real terms, when the news of the emergence of the Vice President as an acting President is reconciled with the market current performance, the market can not be said to be upbeat, because there are other issues that are expected to compliment the development,” he said 
Analysts at Bulls Capital Market Limited said there may still be a gap in the stock market, as what impact the development would have on activities on the backdrop of a similar experience in the past, when ex-military President Ibrahim Babangida was forced out of office, resulting in the contraption “interim national government..

They said in view of such memory still fresh in investors’ mind, confidence may not immediately return to the market as investors may still prefer to sit on the sideline.

According to them, the announcement of the news of the assumption of the VP as acting President last week had very little impact on transactions, which they said was a pointer that the necessary confidence needed by the market to flourish is yet to return.
Such situation, the experts said revealed that investors are still exercising a wait and see attitude, as they said the situation only portrays a constitutional solution that has only calmed frayed nerves of Nigerians, constituted by the seeming intractable political logjam.

They posited that whatever upbeat activity in the market is as a result of the return of foreign investors, who are always aware of the inherent risk in the market, but are also propelled by the advantage of the undervaluation of most stocks, which fetch huge returns.

“The market currently thrives on the huge foreign investors interest backed by their awareness of the inherent risk as shown by the undervaluation of most stocks in the market, as they always hope to cash in on the relative stability expected from the seeming resolution by people in government to move the country forward with the announcement of the VP as acting President, and the resolve of the issues like the Niger Delta crisis, which would also push crude oil prices up. Foreign investors would equally return having recovered from their financial problems at home fast,’ they said.

Another financial commentator, Boason Omofaye is of the opinion that with the position of the Minister of state for Finance Mr. Remi Babalola, recently that the government would request for the stewardship of financial regulatory authorities in the recent past is an indication that the emergence of the VP as acting President would see government be the key driver of the economy, as against the distance of authorities from the economy.

He noted that President Goodluck is a major stakeholder in the economy particularly in the stock market, stating that every indications point to the position that the acting President is coming to effect economic and financial market rescue.

“The Federal government under Jonathan would assume the regulatory body of the financial system, which it did not do under Yar ‘Adua. It wants to be in charge, as against the position of government in the past that it was not interested in major sectors of the economy, like the capital market, even when recession was starring us in the face,” he said.
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