The shock has passed but times are hard 

 

The equities market closed higher at the end of Monday’s trading session as the Nigerian Stock Exchange (NSE) Index appreciated by 0.56 percent to close at 22,183.80 points, compared to the appreciation of 0.53 percent recorded last Friday.
The return on the Index year-to-date (YTD) at the end of the day was 6.51 percent just as market capitalisation appreciated by 0.56 percent to close at N5.31 trillion.
Although some investors are wont to take profit from their portfolios now and then, there are others whose preference is to pick stocks and hold them – and then, after several years, rake in the profits. Investors have been advised to take a long-term position in view of the current state of the market which is being driven by several factors, according to some senior stockbrokers. Indeed, they are ‘cautiously’ optimistic about the market direction, especially in 2010.
Victor Ogiemwonyi, managing director, Partnership Capital, saidfactors that might hinder a sustained recovery include the debt overhang in the financial system. According to him, a lot of people are indebted to the banks and would not participate in the stock market. Besides, the banks that normally finance the economy cannot do anything because they have issues with their balance sheet. It also expected that excess supply of stocks in the market would continue to moderate the market as it goes up. Ogiemwonyi also see the power vacuum in the presidency as a major challenge to market recovery especially in the first quarter.
“The eagerness of investors to take profit has affected the market. Confidence is still not back the way it should be,” Eghes Iyieyen, CEO of Pharez Consulting submitted. To him, the worst may have been over for the banking industry but there is still a lot of apprehension on the part of investors leading to profit taking. On the overall outlook for quoted companies in the market, Ike Chioke, CEO, Afrinvest West Africa says the difference between a company that looks good on paper and one that actually knows how to increase profits often boils down to how well the management team executes their business plan.
Now that equities have bottomed analysts opine that the most successful investors have a long-term horizon. FSDH Securities Limited in its weekly report stated: “We expect improved activities in the market in the following week as confidence in the market continues to build up. However, political risk in the country remains a major source of concern for investors.
“We advise investors to invest in stocks that have good fundamentals and have prospects for growth in 2010. Investors should also invest having a medium and long-term view rather than for speculations. We note that there are select opportunities in the banking, building materials, food & beverages and conglomerates sub-sectors of the market.” 
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