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Inflation Rate to Drop but New Pressure Emerging:

FSDH Research expects the inflation rate (year-on-year)
to drop to 11.50% in May 2018 from 12.48% recorded in

Year-on-Year Inflation Rate (One Year)
17.0%

15.9%

the month of April. The drop in the inflation rate is 6.0% 16.0% 15.9%
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expected as a result of the base effect in the Composite 500 15.1%
Consumer Price Index (CCPI) from the previous year. We 14'00/ 14.3%
note however, that most consumer prices recorded ' 13.3%
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elevated prices in the month of May.
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The prices of most of the food items that FSDH Research | 4 o,

monitored in May 2018 increased substantially, leading to NI SR AR I I
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a 1.20% increase in our Food and Non-Alcoholic Index.

This Index increased year-on-year by 13.29%, up from
. . Year-on-Year Change in the Food Index
240.30 points recorded in May 2017. We also observed 55 g9,

an increase in the prices of Transport and Housing, 20.2% 20.2% 20.2%
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Water, Electricity, Gas & Other Fuels divisions between 18.9%
April and May 2018. 18.0% 17.5%
16.0%
Our analysis indicates that the value of the Naira 16.0% 14.8%
depreciated at both the Nigerian Autonomous Foreign 14 o9, 133%
Exchange (NAFEX) and parallel markets in May 2018. I

The value of the Naira lost by 0.40% and 0.14% to close 12.0%
at US$/N361.62 and US$/N363.50 respectively at the %Q»Q 05‘ @ QQ’ gé‘ @“ \@ \}Q &ﬂ
NAFEX and parallel markets at the end of May.

The rise in the international prices of food coupled with Agriculture Real GDP Growth Rate
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the depreciation in the value of the Naira led to an 4.5% 4.5%

4.5%
increase in the prices of imported consumer goods in 49, |
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local prices of imported food items because of the faster .
than expected increase in the international food prices. 4 59,
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Nigeria between the two months under review. FSDH = 35% 319, | | ‘ 3.0% 3.1% | 3.0%

Research notes that there is a potential increase in the ~ 30% ‘
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Looking beyond the May inflation figure, the
2016 2017 2018

developments in the domestic agricultural sector may

place upward pressure on prices if not checked. FSDH
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Research observes that the agricultural Gross Domestic
Product (GDP) growth rate in Q1 2018 recorded the o0/

lowest growth rate in the last 18 quarters since 2014. 475,

FAO Food Price Index

The insecurity challenges in the food producing statesin 1760
the country may be responsible for this development. If ~ 174.0
the trend continues, food supply may drop leading to ~ 172.0

escalating prices. Thus, both local and imported food = 1700

prices may place upward pressure on inflation rate. 168.0
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Sources: National Bureau of Statistics, CBN, Food and Agriculture
Organization (FAO) and FSDH Research

For enquiries, please contact us at our offices:

Lagos Office: 5th-8th floors UAC House, 1/5 Odunlami Street, Lagos. Tel: 234-1-2702880-2; 234-1-2702887

Port Harcourt Office: 2nd Floor, Skye Bank Building (Former Mainstreet Bank Building) 5 Trans Amadi
Road, Port Harcourt. Tel: 234-8024081331

Abuja Office: Leadway House (First Floor), Plot 1061 Herbert Macaulay way, Central Business District,
Abuja-Nigeria. Tel.: 234-9-2918821

Website: www.fsdhgroup.com email: research@fsdhgroup.com

Our Reports and Prices are also Available on Bloomberg {FSDH<GO>}

Disclaimer Policy
This publication is produced by FSDH Merchant Bank Limited solely for the information of users who are expected to make their own
investment decisions without undue reliance on any information or opinions contained herein. The opinions contained in the report
should not be interpreted as an offer to sell, or a solicitation of any offer to buy any investment. FSDH Merchant Bank Limited may
invest substantially in securities of companies using information contained herein and may also perform or seek to perform investment
services for companies mentioned herein. Whilst every care has been taken in preparing this document, no responsibility or liability
is accepted by any member of the FSDH Merchant Bank Limited for actions taken as a result of information provided in this publication.
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