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Is Nigeria headed for an era of hyperinflation?
Based on our monthly market survey, headline inflation is projected to increase sharply by 0.79% to 14.5% in
October and remain stubbornly high in Q4’20. If our October projections turn out to be accurate, it means

inflation will be rising for the 14th consecutive month. It will also be the highest level in 33 months. Food
inflation will be the major victim, estimated to rise to 17.05%. Other sub-indices are also expected to move in
a similar direction.
The EndSARS protest further magnified existing output challenges and supply chain disruptions as traffic
flows were impeded and businesses were severely affected. This coupled with money supply saturation,
higher logistics costs, CBN’s forex rationing as well as forex restriction for imported finished goods have
heightened inflationary pressures.
The CBN had repeatedly held that inflation rate above 12% is growth retarding. That is why a projection of
14% could be an alarm bell for policy makers. However, the GDP numbers for Q3 are scheduled for release

on November 23rd, the day the MPC meeting starts. If the numbers which do not reflect the endSARS
impact come in worse than expected, it may result in deep introspection at the MPC meeting.
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Economic costs of the protest


Elongated ‘U-shaped’ recovery: The economic cost of the EndSARS protest disruption is estimated at
N1.5trn, approximately 1.03% of GDP and 11.47% of the 2021 budget. This suggests that the economic
recovery path could be longer than anticipated. Massive investment in job elastic sectors with minimal
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control on the pricing mechanism will serve as catalysts and would ensure a sustained ‘take-off’.


Spike in commodity prices: Commodity prices increased by an average of 25% in the last month as the
protests exacerbated existing output constraints and supply chain disruption. About 1,800 trucks of
commodities, food supply, finished goods, other raw materials and logistics enter Lagos on a daily
basis. A noticeable trend during our survey was that highly perishable and seasonal commodities were
severely impacted. The price of onions, palm oil and tomatoes jumped by 100%, 30.43% and 16.67%
respectively.



Sept’20

Oct’20

% Change

Onions

40,000

80,000

100.0

Palm oil

11,500

15,000

30.43

Tomatoes

30,000

35,000

16.67

Yam

900

1,000

11.11

Rice

30,000

31,000

3.33

Increase in misery level as unemployment rises: The looting and destruction of public and private

properties which followed the massacre at the Lekki toll gate will increase job losses. This at a time
when cost of living is skyrocketing due to higher electricity and PMS price, means that the level of
poverty will rise.


Squeezed corporate margins and lower government revenue: The EndSARS protest is expected to have
both direct and indirect costs on government revenue. Government revenue is expected to fall as
streams of income such as BRT buses are affected. We also expect a squeeze in corporate margins
following the looting and destruction of private properties. This will in turn affect tax revenue in the
coming months.

SSA Regional Trend – Mixed movement in inflation
Average inflation rate in Sub-Saharan Africa is expected to rise to 8.1% in 2020 before retreating to 7.9% in
2021. Inflation across the SSA countries under our review is more to the upside. With the exception of
Uganda, all the countries that have released their October inflation numbers recorded higher inflation. Food
price movement was largely responsible for the inflation direction. Most central banks across the region left
their monetary policy rate unchanged.
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Inflation Outlook: Impact on Policy Decisions
The primary mandate of monetary authorities is price stability. The faster pace of increase in inflation will be
a bone of contention at the MPC meeting on November 23rd. The GDP numbers for Q3 are scheduled for
release on the day the MPC meeting starts. If these numbers which do not reflect the endSARS impact come
in lower than expected, it may result in deep introspection at the MPC meeting.

2

Trading Economics, FDC Think Tank

Important Notice
This document is issued by Financial Derivatives Company. It is for information purposes only. It does not constitute any offer, recommendation 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.
© 2020. “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 Ltd.
: 01-6320213  www.fdcng.com

