Inflation at a new 18-Year High Rate...

e The Consumer Price Index (CPI) year-on-year printed at 24.08
percent in July, surging by 1.29 percent from 22.79 percent
recorded in June 2023 (Fig 1).

e This is a new 18-year high rate and seventh consecutive
increase in 2023.

e Food inflation also surged by 4.97 percent from the 22.02
percent recorded in July 2022 position to 26.98 percent in
June 2023.

e The drivers of inflation include persistent high cost of food
items, increased transportation fares, eroded households real
income, increasing pump price of Premium Motor Spirit (PMS)
and other energy products, continuous depreciation of naira,
scarcity of foreign exchange amongst other factors (Fig 2).

e The identified impact of inflation on the household and
economy are but not limited to; weakened purchasing power
as a result of eroded income, high cost of production
negatively impacting profitability of business owners,
reduction in investors' confidence, general price volatility and
potential increase in the Monetary Policy Rate (MPR)

e This has further stressed low income households, pushing
millions of Nigerians into poverty.

e There is need for government intervention, particularly as
regards the foreign exchange scarcity and in other growth
sectors of the economy.

The Monetary Policy Committee of the Central Bank of Nigeria
(CBN) increased its benchmark monetary policy rates by 25 basis
points to stand at 18.75 percent in the month of July. Inflation had
constantly defied the impact of the upward review in recent times.
The increment was aimed at curbing inflation.

We expect the various economic reforms going on in the economy
to boost investors' confidence and materialise in the near term.

On the other hand, rates on fixed income securities are expected to
be maintained in the interim. Investors are advised to diversify
their portfolios to include inflation adjusted securities like equities
in order to whittle down the effect of inflation on their portfolios.
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Figure 1: Comparison of Headline Inflation Rate (Jan.to

July 2022 and 2023)
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Figure 2: Major Contributors to June 2023 Headline Inflation
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Figure 3: Inflation Rate vs MPR
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