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As widely expected, Nigeria’s headline inflation in the month of May rose for the second month in a row, 

albeit marginally, by 0.03% to 11.40%. The uptick in the general price level was seasonally driven as the 

core sub-index (which is inflation less seasonality) continued its moderating trend. The planting season 

coupled with elevated security threats in the food producing states resulted in a decline in food supply. 

This coupled with increased seasonal demand, especially during the Eid-Fitri celebrations, pushed up 

commodity prices. 

 

 

 

 

 

Month-on-month inflation recorded its sharpest rise in 2019 

The month-on-month inflation (a better reflection of current prices and inflation expectations) was up 

17bps to 1.11% (14.23% annualized) in the month of May. This is the third consecutive monthly increase 

and the sharpest rise in 2019, due to higher monthly food and core inflation. Rising monthly general price 

level suggests that inflationary pressures loom especially with the minimum wage implementation.  
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Data Breakdown 

Food inflation advanced to 13.79% 

The year-on-year and month-on-month food price indices increased by 0.09% and 0.27% to 13.79% and 

1.41% respectively in the month of May. This is a reflection of the planting season effects. The commodities 

that recorded the highest increase in prices were: bread and cereals, meat, fish, milk, cheese and egg, 

potatoes, yam and other tubers, oils and fats, vegetables. 

Core inflation down to 9.0% 

The annual and monthly core sub-indices (inflation less seasonalities) moved in varied directions in the 

month of May. While the annual core sub-index fell by 0.3% to 9.0%, the monthly core sub-index was up 

0.05% to 0.75%. Even though the rise in the monthly core inflation is marginal, it suggests that inflationary 

pressures in the near term would not only be driven by seasonal factors. The items that recorded the highest 

price increases were: tobacco, repair of household appliances, cleaning, repair and hire of clothing, domestic 

and household services among others. 

Core inflation is 2.34% below the 364-day primary market T/bills rate of 12.34%p.a. This is a positive real 

rate of return on investment. 

Rural &Urban Indices  

On an annual basis, urban inflation increased by 0.06% to 11.76% while rural inflation fell slightly by 0.01% 

to 11.07%  in the month of May. However, on a monthly basis, both indices increased by 15bps and 17bps to 

1.15% and 1.07% respectively. This suggests that the harvest season is likely to commence earlier in 2019 

compared to the previous year.  

State by State Analysis  

Kwara state recorded the lowest inflation rate (8.45%), followed by Cross River (9.68%) and Abia (9.91%). 

The states with the highest inflation rates were Kebbi (15.76%), Bauchi (14.97%) and Kaduna (13.74%). 

Analysis showed that inflation rates were highest mainly in the Northern belt, in states with insecurity 

threats and disruption. In addition, the average diesel price in these three states was N231.84/liter, 0.51% 

above the average national diesel price of N230.67/liter.    
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Sub-Saharan Africa (SSA) – Inflation trend down 

With the exception of Nigeria, all the Sub-Saharan African (SSA) countries under our review recorded declines 

in inflation. At the last MPC meeting, most of these SSA countries left their monetary policy rate unchanged. 

 

 

 

 

 

Outlook  

Even though the rise in the headline inflation was marginal, the sharp increase in the monthly general price 

level suggests that inflationary pressures are intensifying. Hence, we expect the rising inflation trend to be 

sustained in coming months. This would be driven by factors including the planting season and minimum 

wage implementation. This would be one of the major considerations at the next MPC meeting in July. The 

committee is likely to be more aggressive in its policy response. 
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Important Notice 

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

mendation 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.  
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