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Headline inflation to slip further to 11.2% in March

Nigeria’s headline inflation is expected to slide again to 11.2% in March from 11.31% in February. If our
projections are accurate, it will be the third consecutive monthly decline. The sustained moderation in the
general price level can be partly attributed to the continuous fall in food prices. The CBN’s aggressive
liquidity mop-up through the stabilization securities and OMO activities is also expected to reduce money
supply, as maturing bills were N2.04trn lower than new issues. Also supporting the moderating trend is the

stability in the exchange rate. At the parallel market the exchange rate traded flat at N360/$.

Similarly, our forecast also points to a decline in the month-on-month inflation (which is more reflective of

current prices). The index is expected to taper to 0.72% (8.97% annualized) from 0.73% (9.16% annualized) in

February.
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Output parameters buoy inflation Trend

The movement in output parameters also supports a decline in inflation rate. The PMI index, which
measures the health of the manufacturing sector, expanded by 12.89% to 56.9 points in March. There was an
increase in inventory build up as manufacturers stocked up ahead of the Easter celebrations. The average

power output from the national grid was also up marginally by 1.09% to 4,190 MWh/h from 4,145SMWh/h
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in the previous month. This is expected to reduce demand for alternative energy sources, thus, positively

impacting operating expenses and profit margins.
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The inflation trend across the sub-Saharan African (SSA) countries under review moved in different
directions. While Angola and Zambia recorded a decline, Kenya, South Africa and Ghana posted an

increase.

With the exception of Nigeria, all the SSA countries under review maintained status quo on monetary policy
parameters at their last monetary policy meetings. This was because inflation rates are still within the target

range amid expectations of improved economic performance.
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Outlook

The planting season is expected to commence in Q219. This would reduce agric output, push up
commodity prices and mount inflationary pressures. In addition to this, we expect the minimum wage

implementation to start in Q2'19. This would boost aggregate demand but mount inflationary pressures.

"Trading Economics, FDC Think Tank; *February inflation rate; **March inflation forecast

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.

© 2019. “This publication is for private circulation only. Any other use or publication without the prior express consent of Financial
Derivatives Company Limited is prohibited.”

Financial Derivatives Company Lid.

@: 01-6320213 = www.fdcng.com




