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Headline inflation declined significantly by 99bps to 16.25% in May, the fourth consecutive decline in 

consumer price level. This was in line with analyst consensus. The decline was mainly due to base year 

effects as the consumer price level last year was remarkably high due to cost pressures and forex shortages, 

compared to this year with relatively improved macroeconomic fundamentals. In contrast to the direction 

of headline inflation, month-on-month (MoM) inflation increased by 28bps to 1.88% in May, giving an 

annualized MoM inflation rate of 25.05%. 

 

Breakdown of the inflation data 

According to the NBS inflation report, the food index decreased marginally in May to 19.27% from 19.30% 

(YoY) the previous month. This indicates continued inflationary pressures from the food index as 

reinforced by a month-on-month increase in the food sub-index to 2.54%.1  The major contributors to the 

rise in the food index were meat, fish, bread, cereals, poultry products, vegetable, yam and other tubers. 

Food shortages, which can be attributed to planting season and other supply side factors, are making food 

prices sticky downwards.  

Core inflation numbers plunged by 180bps to 13% in May. This is the seventh consecutive month of decline 

in the core index as all key divisions in the core index increased at a slower rate. The highest increases in 

the core index were recorded in clothing materials, energy, motor transport, air transport, wines and spirits.  

The urban and rural sub indexes moved in the same direction. The urban index slowed to 16.34% from 

17.62% in the previous month while the rural index also declined to 16.02% from 16.69% in April.  

 

1  Signs that the new FX regime is impacting prices can be seen through a reduction in the prices of imported food items with a Y-o-Y slowdown of 2% 

to 14.2%.  





 

 

 

 

 

 

 

Outlook 

We expect inflation to ease further in June based on technicality (waning base year effects), among other 

factors. However, it is unlikely that the inflation rate will slide back to pre-economic crisis levels. This is 

because inherent structural issues such as high interest rates, weak private and public investments etc. still 

exist. In the short run, seasonality is expected to eclipse any respite in food inflation as we expect further 

food price increases. As regards monetary policy, a slowdown in inflation will strengthen the hands of the 

doves within the Monetary Policy Committee who are clamouring that interest rates are too high.  This has 

become highly topical in light of the senate president asking for lower rates and a public hearing on interest 

rates. Inflation  is still much higher than the CBN target of 11% for 2017. At this point in time,  however, it is 

difficult to predict the next move by the MPC in July. 
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Chart 1: Headline Inflation vs Month-on-Month Inflation (%) 
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