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Nigeria’s headline inflation accelerated for another month (nine consecutive months) to 21.09 percent year-on-year in October
from 20.77 percent in September. The rise was 5.09 percentage points higher when compared to the rate recorded in October
2021, which was 15.99 percent and shows that the general price level increased in October 2022. This was the highest inflation
reading since September of 2005.

Headline Inflation Hits 21.09% Since September 2005; Gives MPC Little Room for Rates Tweak

Also, it stays 9bps above our expectation for a slow acceleration to 21 percent due to supply disruptions caused by flooding in
some food-producing regions. However, we considered the fact that as we approach the year-end festive period, prices may
begin to take another surge due to the continued weakening of the Nigerian naira.
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higher spending as the election campaign season kicks-off in full gear in October.
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Analyzing the NBS report, we pointed out that on a month-on-month basis, the headline inflation rate for October 2022 was
1.24 percent, 0.11 percent lower than the rate recorded in September 2022 (1.36%). This means that in October 2022 the
general price level for the headline inflation rate (month—on—-month basis) declined by 0.11 percent. Meanwhile, the percentage
change in the average CPI for the twelve months ending October 2022 over the average of the CPI for the previous twelve
months period was 17.86 percent, showing a 0.91 percent increase compared to the 16.96 percent recorded in October 2021.

Further analysis into the major drivers of the surge in inflation during the reported month, according to the Abuja-based statistics
office, was food inflation which climbed for the eighth straight month to 23.72 percent. This climb poses to be the highest since
October of 2005, amidst supply disruptions triggered by widespread flooding as witnessed across more than 30 states in the
country. Consequently, prices of imported food climbed 18.1 percent in October from a year earlier. Meanwhile, increases in the
prices of bread and cereals, food products, potatoes, yams and other tubers, oil and fat drove the food index higher.

In a related development, the official statistics authority noted in its report that there was an upward pressure which came from
non-food products, such as housing & utilities which rose 16.8 percent as against 16.4% at the last reading; transport which
rose 3 percent points to 19 percent; furniture & household equipment (16.9%); education (17.3%); health (17.4%); while
miscellaneous goods & services (17.7%); and restaurant & hotels (16.5%) also contributed to the accelerated inflation pressure.

For Cowry Research, our headline inflation outlook remains elevated when we take into account the recent flooding which
affected many food-producing states; the rise in energy costs which is reflective of the increases in fuel prices (diesel and
kerosene) coupled with the depreciating Naira and rising airfare prices. For the Monetary Policy Committee (MPC), there is little
room for another rate tweak at its next meeting on Monday and Tuesday after an already 400bps rate hike this year in the bid
to tame inflationary pressure, following this marginal acceleration. Thus, we expect a moderate rate hike at the next MPC
meeting by around 25 basis points. That being said, we project headline inflation to hit 21.5% in November.
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