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Our recent survey of the Lagos commodity markets and our time series model shows that headline inflation 

in Nigeria is likely to reverse its downward trend and increase to 17.2% for the month of September. This 

will be the first increase after six consecutive months of marginal declines in headline inflation in 2021. Our 

model suggests that both the food and non-food baskets will spike. Food inflation is projected to increase to 

21.6% while core inflation will rise to 14.2%.   

The reasons for the inflection in inflation are not farfetched. Since July, when the forex market went into 

shock after the BDCs where shut out of the official market, the naira has plunged by 15.08% in the 

autonomous market, dragging down the effective rate of exchange of most imported raw materials and 

machinery. This together with the fears of non-availability of dollars has led to speculative hoarding of 

products. For example, from January to date, the price flour and pasta have increased by 44.83% and 40.0% 

to N21,000/bag and N6,300 respectively and could increase further in the coming months. The FAO food 

price index was up 1.2% to 130.0 points in September on higher wheat and oil prices due to tight supply 

conditions amid strong demand. 

 

 

 

 

 

 

 

Another principal driver of inflation is higher energy costs.  The price of diesel, which is a major fuel used 
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by logistics and distribution companies jumped by 84.21% to N350/litre from N190/litre in January. The 

price of cooking gas has also skyrocketed due to supply shortages. A 12.5kg cooking gas now cost N7,500, up 

25% from N6,000 in August and could increase to N10,000 before the end of the year. This is forcing 

consumers to switch to alternative energy sources such as firewood and charcoal (cross elasticity of demand). 

The global price of natural gas touched a 7-year high of $6.5/MMBtu (7-year high) on October 5. The price of 

PMS is also likely to rise in the coming months as the FG mulls the removal of fuel subsidy. 

 

All Inflation Sub-indices to Increase in September 

We expect all inflation sub-indices to move in the same direction with the headline inflation in September. 

Month-on-month inflation is projected to increase by 0.3% to 1.52% (20.15% annualized), food inflation to rise 

by 1.3% to 21.6% and core inflation by 0.8% to 14.2%. 

 

Policy shift towards stagflation  

Global policy makers are beginning to shift attention from fear of inflation and overheating to stagflation (a 

mix of stalling growth and high inflation). The Chinese economy slowed to 7.9% in Q2 from 18.3% in Q1 

while the US economy grew by 6.5%, much lower than expected (8.4%). Policy makers are confronting this 

monster in different ways. Some have responded by raising interest rates (e.g. Norway) while others are 

adopting a wait and see approach (Japan and ECB).  

At the last meeting, the US Fed hinted at the possibility of commencing monetary policy normalization in 

November. However, with the slower than expected growth in GDP and employment levels (194,000), the 

Fed’s monetary policy normalization could be postponed till early next year. 

 

Commodity price movement in Lagos – Facts & Figures 

 Currency pressures taking a toll on commodity prices: Our market survey in the month of September 

revealed that commodities with import content surged by an average of 6.11% in the last month and are 

likely to increase again in the coming months.   
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  Jan’21 Aug’21 Sept’21 Oct’21* % Change (Aug/

Sept) 

Onions 40,000 35,000 45,000 47,000 28.57 

Garri 13,700 15,000 17,000 16,000 13.33 

Beans 22,000 40,000 45,000 47,000 12.50 

Tomatoes 7,000 27,000 30,000 28,000 11.11 

Palmoil (25 litres) 19,000 19,000 21,000 22,000 10.53 

Pepper 14,000 32,000 30,000 29,000 6.67 

Average         13.79 

   
Jan’21 

 

Aug’21 

 

Sept’21 

 

Oct’21* 

% Change 

(Aug/Sept) 

Rice 27,500 27,000 30,000 32,000 11.11 

Pasta (pack of 

20) 

4,500 5,800 6,300 6,300 8.62 

Flour (50kg) 14,500 19,500 21,000 22,500 7.69 

Noodles 2,400 2,600 2,700 2,800 3.85 

Sugar (50kg) 19,000 20,800 21,500 22,000 3.37 

Semovita (10kg) 3,600 5,000 5,100 5,200 2.00 

Average         6.11 

 

 

 

 

 

 

 

 

 Higher logistics costs muting the impact of the harvest:  Commodity prices typically fall in Q3 due to the 

impact of the harvest. However, our market survey in September showed an 13.79% increase in the 

average price of locally produced commodities. This is partly due to higher logistics costs and heightened 

insecurity. However, the price of yam (medium size) was flat at N1,000 while the price of plantain fell by 

20% to N2,000. 
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Impact on the economy  

 Consumers (suffering and angry): The continued spike in commodity prices will further reduce 

consumers purchasing power and increase the country’s misery level (50.5%), which could increase crime 

rates.   

 Corporates (overwhelmed and tired): Rising import and energy costs will push up production and 

distribution expenses, squeezing corporate margins 

 Investors (weary and cautious): Higher inflation will further widen the negative real rate of return on 

investment 

 Policy makers (perplexed and confounded): A likely reversal in the downward inflation trend increases 

the chances of a tighter monetary policy stance at the MPC meeting in November.  
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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.  

© 2021.   “This  publication  is for private circulation only.   Any other use or publication without the prior express consent of Financial 

Derivatives Company Limited is prohibited.” 


