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VALUE OF OMO AUCTIONS (N'TN)

Source: Bloomberg, FMDQ, SFS Capital Research

OMO and TBill auctions continued to rise, with the CBN continuing to mop up Naira in the
system in a bid to shore up its value. With the downward trend bucked in 2022, investors
continued to show interest in the auctions in 2024. The CBN remains optimistic in reining in
inflation and restoring the value of the naira, as seen in several policies over the course of
the year.

FUND PERFORMANCE

The SFS Fixed Income Fund (“SFS FIF"”) continues to grow and deliver value to its investors,
and 2024 was not an exception. In 2024, the Net Asset Value ("NAV") of the fund jumped by
11.40% to close the year at ¥7.67billion. The Fund continues to accrue competitive returns
for its investors, with the yield on the fund logging 20.03% to close 2024.

The Fund made #1.18bn in interest revenue in 2024; 42% higher than &831.83m the
previous year largely driven by interest from bank placements and bonds and supported by
investments in treasury bills. The PBT accelerated by 47.27% to #1.06bn, year on year.
Investments in Federal Government bonds helped to drive the total assets up by 9.96% to
&7.83bn, while liabilities fell by 31.26% to #165.28m due to the settlement of accrued fees
during the year.
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FORECAST

The International Monetary Fund’s World Economic Outlook (January 2025) projects the
growth of the global economy 3.3% for 2025, though below the historical average of 3.7% in
the first 2 decades of the 215t century. The IMF also projects that the Nigerian economy
remains on course for growth at a rate of 3.2% in 2025, in line with the prior report.
Economic growth on the domestic landscape remains persistent, posting 3.84% in Q4 2024
compared to 3.46% in Q3 2024 and Q4 2023; though economic headwinds remain prevalent.
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Oil commenced Q4 2024 at $80.27pb, above $77.96pb estimated in the 2024 budget but
monthly closing prices averaged $75.62pb over the quarter. Prices remain below the magic
number of $80pb in Q1 2025. With the oil rig count for Nigeria logging 12 in January 2025,
unchanged from December 2024, 14 in Q3 2024 and 17 in Q2 2024 (OPEC Monthly Oil
Market report, February 2025), accretions to the federal reserves could be impacted as
contracts mature. However, the report also reveals a manageable rise in average production
from 1.328mbpd in Q3 2024 to 1.485mbpd in December 2024 and 1.539mbpd in January
2025. The US President remains bullish on oil production, which could undo efforts of OPEC
and their quotas, potentially depressing prices on the global scene.

The 2025 budget, named Budget of Restoration, has been signed into law at 854.99 trillion.
Concerns around budget funding remain rife. The rising debt profile of the country comes to
mind, as well as the potential fall of oil prices given the bullish nature of the US president on
oil production.

Most State Governments, given their weak IGRs remain heavily reliant on Federal
Government support. In the month of January 2025, the states got another 8498.5tn in
FAAC allocations. Given the non-compliant status of many states which limits investment of
Pension Funds in same and their high debt profiles, states are expected to remain reliant on
the Federal Government, leaving a large chunk of economic activity and growth to the private
sector. However, the dearth of state bond issuances in 2024 suggests more activity can be
expected in this space in 2025. Activity in this regard has been noted across several states in
Q1 2025, with their debt issuances expected over the year.

The CBN's interventions seem to be gaining some ground with the NFEM rate breaching the
N1,500/$¢ level downwards in the early days of February 2025 (N1,499/$), indicating

strengthening of the currency. In December 2024, the CBN gave BDCs approval to source FX
at the NFEM rate from Authorized dealers with a cap of $25,000 per week. The maximum
disbursement per transaction is not expected to pass $5,000 quarterly. BDCs can access this
window till May 2025. The MPR currently stands at 27.5%, unchanged as per the MPC
meeting in January 2025. The MPC is expected to feed in the rebasing effect of the CPI
calculation into their framework to recapture the effects of inflation.
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Official data from the National Bureau of Statistics puts CPI growth at 24.48% in January
2025; down from 34.8% in December 2024. As per the CPI rebasing, Indices were reset to a
value of 100 as at December 2024. Alcoholic Beverages, Tobacco and Narcotics (+14.80%),
Restaurants and Accommodation Services (+14.14%) and Transport (+12.77%) were some
key drivers. The NBS also introduced a new category called special indices. This is made up
of Farm produce, All items less farm produce, Energy, Core, Services, Goods and Imported
food index. Headline, food and core were up by 24.48%, 26.08% and 22.59% in January
2025.

One of the benefits of the Fund is that it can play across the entire breadth of the yield curve,
which gives the fund manager flexibility to reorganize the portfolio in response to changing
market realities.

The SFS FIF is still expected to outperform its peers and its benchmark significantly.

SFS continues to follow a bar-bell strategy, buying long-tenor instruments to get higher
yields, while also maintaining a stock of short-term securities to ensure that liquidity is
guaranteed to investors.

SFS Fixed Income Fund 2024 Annual Report & Accounts m




i Statement of Fund Manager’s Responsibilities

Fund S FS

Manager Capital

This statement, which should be read in conjunction with the Auditor’s report, is made with a
view to setting out for Unit holders, the responsibilities of the Fund Manager with respect to
the financial statements.

The Fund Manager is responsible for the preparation of the financial statements, which give a
true and fair view of the state of affairs of the Fund and the results of its operations for the
year. The responsibilities include ensuring that:

The appropriate internal controls are established both to safeguard the assets of the
Fund and to prevent and detect fraud and other irregularities;

The Fund keeps accounting records which disclose the reasonable accuracy of the
financial position of the Fund and which ensure that the financial statements comply with
the requirements of the Investments and Securities Act and relevant Securities and
Exchange Commission circulars;

The Fund has used appropriate accounting policies, consistently applied and supported by
reasonable and prudent judgments and estimates, and that all applicable accounting
standards have been followed and;

The financial statements are prepared on a going concern basis unless it is presumed
that the Fund will not continue in business.

The Fund manager further asserts that nothing has come to its attention to indicate that the
Fund will not remain a going concern for at least twelve months from the date of these
financial statements.

-~ —_—
Dimeji Sonowo Patrick Ilodianya
Executive Director Managing Director

28" January, 2025
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The Trustees present their report on the affairs of the SFS Fixed Income Fund, together with
the audited financial statements for the year ended 31t December 2024.

Principal activity:

Results:

Returns:

Directors:

SFS Fixed Income Fund

The principal activity of the SFS Fixed Income Fund (‘The
Fund’) is the pooling of funds from individual members of
the public and companies and the investment of such funds
in fixed income securities and money market securities as
determined by the Fund Manager in accordance with the
Trust Deed.

During the year under review, the Fund was administered in
accordance with the Trustees Investment Act, CAP T22 LFN,
2004, the Investments and Securities Act, 2007 and the
provisions of the Trust Deed, together with the rules and
regulations set out by the regulatory bodies established
pursuant to the legislation referred to within this paragraph
(“Applicable Regulations”), taking into cognisance the
prevailing market conditions as well as preserving of (and
minimising possible losses to) Unitholders’ funds.

The results for the year have been duly audited in
accordance with Section 169(1) of the Investments and
Securities Act 2007, and the Trust Deed establishing the
Fund.

The Fund Manager made a return of 15.84% per #1.12 for
the period.

The Directors of the Fund Manager who served on the Board
of the Fund Manager during the period under review and up
to the date of approving these financial statements were:

= Dr. Layi Fatona (Chairman)

= Mr. Patrick Ilodianya (Managing Director)
= Mr. Yemi Gbenro

= Dr. Yemi Kale

= Mr. Dimeji Sonowo (Executive Director)
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None of the Directors of STL Trustees Limited has any direct
or indirect beneficial interest in the units of the Fund.

The Investments and Securities Act, 2007 requires the Fund
Manager to keep proper books of account and prepare
annual financial statements which give a true and fair view
of the state of affairs of the unit trust scheme during the
period covered by the financial statements.

In our opinion, the Fund Manager has in preparing the
financial statements:

. selected suitable accounting policies and applied them
consistently;

o made judgments and estimates that were reasonable
and prudent;

o ensured that the applicable accounting standards have

been followed, and in the case of any material
departure, that it was fully disclosed and explained in
the financial statements; and

o prepared the financial statements on a going concern
basis; since it was appropriate to assume that the
Fund shall continue to exist.

The Fund Manager was responsible for keeping proper
accounting records, which disclose with reasonable accuracy,
at any point in time, the financial position of the Fund, and
enable the Fund Manager to ensure that the financial
statements comply with the Trustees Investment Act, CAP
T22 LFN, 2004, the Investments and Securities Act, 2007,
and the provisions of the Trust Deed, together with the rules
and regulations set out by the regulatory bodies established
pursuant to the legislation referred to within this paragraph
(“Applicable Regulations”).

The Fund Manager is also responsible for maintaining
adequate financial resources to meet its commitments and
to manage the risks to which the Fund is exposed.
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The responsibilities of the Trustee as provided by Securities
and Exchange Commission’s Rules and Regulations made
pursuant to the Investments and Securities Act, 2007 are as
stated below:

Monitoring of the activities of the Fund Manager and
the custodian on behalf of and in the interest of the
Unit Holders;

Ensuring that the Custodian takes into custody all of
the scheme’s assets and holds it in trust for the
holders in accordance with the Trust Deed and the
Custodial Agreement;

Monitoring the register of Unitholders or contributors;
Ascertaining the Fund Manager’s compliance with the
Applicable Regulations;

Ascertaining that the monthly and other periodic
returns/reports relating to the Fund are sent by the
Fund Manager to the Commission;

Taking all steps and executing all documents which
are necessary to secure acquisitions or disposals
properly made by the Fund Manager in accordance
with the Trust Deed and Custodial Agreement;
Exercising any right of voting conferred on it as the
registered holder of any investment and/or forward to
the fund manager within a reasonable time all notices
of meetings, reports, circulars, proxy solicitations and
any other document of a like nature for necessary
action;

Ensuring that fees and expenses of the fund is within
the prescribed limits; and

Acting at all times in the interest and for the benefit of
unit holders of the scheme.

The Fund was administered in accordance with the
Applicable Regulations, taking into cognisance the prevailing
market conditions as well as the goal of preserving and
minimising possible losses to Unitholders’ funds.
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Charitable donations: The Fund did not make any charitable donations during the
period. (2024: nil)

Auditors: Messrs Sterling Partners & Co, having indicated their
willingness to continue in office, shall do so in accordance
with Section 169(1) of the Investments and Securities Act,
2007.

By Order of the Trustees

Funmi Ekundayo
FRC/2014/NBA/00000006946
Managing Director

STL Trustees Limited

Lagos, Nigeria
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We hereby certify the accounts and that neither the Fund Manager nor any other person
acting on its behalf has:

i. Transferred units to another person for sale, resale or subsequent transfer to the Fund
Manager for sale or resale; or

ii. Acquired or disposed of investments for account of the Trust otherwise than through a
recognized Stock Exchange or Over-the-counter market except where such investments
consist of money market instruments or cash deposits; or

iii. Disposed of units to another person for a price lower than the current offered price; or

iv. Acquired units for a price higher than the current bid price.

Dimeji Sonowo Patrick Ilodianya
Executive Director Managing Director
28t" January, 2025
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Report on the Financial Statements

We have audited the accompanying financial statements of SFS Fixed Income Fund (“The
Fund”), which comprise the statement of financial position as at 31t December, 2024, the
statement of comprehensive income, statement of changes in net assets attributable to unit
holders, and statement of cash flows for the year then ended, and a summary of the
significant accounting policies and other explanatory information, as set out on pages 14 to
28.

Opinion

In our opinion, these financial statements gives a true and fair view of the financial position
of SFS Fixed Income Fund (“"The Fund”) as at 315t December, 2024 and of the Fund’s financial
performance and cash flows for the period then ended in accordance with International
Financial Reporting Standards and in the manner required by the Companies and Allied
Matters Act, 2020 the Financial Reporting Council of Nigeria Act 2011 and relevant circulars
and guidelines issued by the Securities and Exchange Commission.

Fund Manager’s Responsibility for the Financial Statements

The Fund Manager is responsible for the preparation of these financial statements that give a
true and fair view in accordance with International Financial Reporting Standards and in the
manner required by the Companies and Allied Matters Act, 2020, the Financial Reporting
Council of Nigeria Act, 2011 and relevant Circulars and guidelines issued by the Securities
and Exchange Commission and for such internal control as management determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility as Auditors is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with International Standards on Auditing.
Those standards required that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Going Concern

The Fund’s financial statements have been prepared using the going concern basis of
accounting. The use of this basis of accounting is appropriate unless management either
intends to wind up the Fund or to cease operations, or has no realistic alternative but to do so.

As part of our audit of the financial statements, we have concluded that management'’s use of
the going concern basis of accounting in the preparation of the Fund’s financial statements is
appropriate.

Management has not identified a material uncertainty that may cast significant doubt on the
Fund’s ability to continue as a going concern, and accordingly none is disclosed in the financial
statements. Based on our audit of the financial statements, we also have not identified such a
material uncertainty. However, neither management nor the auditor can guarantee the Fund’s
ability to continue as a going concern.
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Report on Other Legal and Regulatory Requirements

Compliance with the Requirements of Schedule 6 of the Companies and Allied
Matters Act of Nigeria.

In our opinion, proper books of accounts have been kept by the Fund, so far as appears from
our examination of those books and the Fund’s statement of financial position and statement
of comprehensive income are in agreement with the books of account.

s

Akinnuwesi O. Israel, FCA
FRC/2014/ICAN/00000007060

For: Sterling Partners & Co
Chartered Accountants
Lagos, Nigeria.

28t" January, 2025
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Income
Interest Income
Other Income
TOTAL INCOME

Administrative expenses
Managers fees

Trustees fees

Custodian fees

TOTAL EXPENSES

PROFIT FOR THE YEAR BEFORE TAX
Income tax expenses
PROFIT FOR THE YEAR AFTER TAX

OTHER COMPREHENSIVE INCOME:
Net gain/(loss) on available for sale financial assets

OTHER COMPREHENSIVE INCOME FOR THE YEAR

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Unit price at 31 December (¥)

Earnings yield at 31 December

Notes

Fund S FS

Manager Capital

2024 2023
N'000 N'000
1,181,948 831,831
19 297
1,181,967 832,128
38,609 35,515
73,400 67,437
3,670 3,372
7,340 6,744
123,019 113,068
1,058,948 719,060
1,058,948 719,060
1,058,948 719,060
1.12 1.11
15.84% 11.06%
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