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As widely anticipated, Nigeria’s headline inflation (year-on-year) fell to 11.23% in June from 11.61% in May. 

This marks the 17th consecutive monthly decline since February 2017. Whilst this is a positive development, 

the rate of decline in the price level has slowed significantly. This is partly due to waning base year effects. 

Interestingly, all the sub indices except month-on-month inflation (M-o-M) moved in tandem with the 

headline inflation indicating that the consumer price index is yet to reach an inflection point. 

 

Upward trend in Month-on-Month inflation persists 

Month-on-Month inflation (a better reflection of current prices and inflation expectations) increased to 1.23% 

(15.94% annualized) from 1.09% (13.93% annualized) in May. This was primarily due to the increase in food 

prices as a result of the herdsmen conflict and supply shocks arising from higher diesel prices, the main 

automotive fuel for distribution and logistics. 

 

 

 

 

 

 

 

 

Food inflation and Core inflation plunged further 

The food sub-index (Y-o-Y) eased by 47bps to 12.98% from 13.45% in May. However, M-o-M, the sub-index 

increased to 1.03% compared to 0.98% in May. Major contributors to the increase include milk, cheese and 
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eggs, meat, vegetables, fruits, fish, potatoes, yams and tubers, and bread and cereals, as a result of the 

intensified herdsmen conflict. 

The core sub-index (inflation less seasonalities) declined slightly by 30bps to 10.4% from 10.7% in May. 

Conversely, M-o-M core inflation increased to 1.03% from 0.98% in the previous month due to increased cost 

of logistics. 

The core inflation rate is currently below the 91-day secondary market T/bill rate of 10.99%. This implies a 

positive real rate of return. 

 

Imported food inflation declines 

Imported inflation eased by 33bps to 15.71% from 16.04% in the preceding month. This was partly 

supported by a relatively stable exchange rate and the US dollar appreciating against a basket of currencies 

as the Yuan recorded a sharp decline in value representing 20% of Nigeria’s imports. 

 

Rural & Urban Indices 

Rural and urban inflation rate (year-on-year) declined to 10.83% and 11.68%, from 11.02% and 12.08% in 

May respectively. However, M-o-M, both rural and urban indices rose to 1.24% and 1.23% from 1.08% and 

1.10% respectively in the previous month. 

 

State by State Analysis 

Kwara state was the best performing, as it maintained its position as the state with the lowest inflation rate 

(8.16%), followed by Benue (9.28%) and Plateau (9.49%). Rivers recorded the highest inflation rate (13.82%), 

closely followed by Kebbi (13.61%) and Adamawa (13.41%). 
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Sub-Saharan Africa  

With the exception of Nigeria and Angola, most countries in SSA recorded an increase in headline inflation. 

The rise was driven mainly by an increase in the prices of food and non-alcoholic beverages, housing and 

utilities. 

All the Sub-Saharan African (SSA) countries under review except Angola maintained status quo at their 

June monetary policy meeting.  

 

 

 

 

 

 

Outlook 

The downward trend in inflation brings the CBN closer to its single digit target and increases the possibility 

of a reduction in interest rates at the MPC meeting holding today, 23rd of June. 

However, policy makers are more interested in inflation expectations, which we believe will bottom-out and 

begin to increase in the coming months. This is due to the possibility of the passage of a supplementary 

budget, increased liquidity stemming from FAAC disbursements and the expected upward review of the 

minimum wage. Therefore, the most likely outcome is a status quo. 

Important Notice 

This document is issued by Financial Derivatives Company. It is for information purposes only. It does not constitute any offer, rec-

ommendation or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor 

does it constitute any prediction of likely future movements in rates or prices or any representation that any such future movements 

will not exceed those shown in any illustration. All rates and figures  appearing are for illustrative purposes. You are advised to make 

your own independent judgment with respect to any matter contained herein.  

© 2018. “This publication is for private circulation only.   Any other use or publication without the prior express consent of Financial 

Derivatives Company Limited is prohibited.” 
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Country Inflation (%) Policy rate (%) GDP Q1’18 (%) 

Nigeria 11.23 14 1.94 

Angola 19.52 16.5 -4.30 (Q4’17) 

Kenya 4.28 9.5 5.70  

South Africa 4.60 6.5 0.80 

Ghana 10.0 17 6.80 

Uganda 2.20 9 6.40 3 
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