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Analyst’s Note on. Nigeria’s Inflation Report — June 2023

Headline Inflation Accelerates for six Straight Months to 22.79% in June....

.... Numbers Deviate from the Reality in Nigeria

Nigeria's Bureau of Statistics (NBS), in its latest inflation report, revealed that the headline inflation rate rose by 0.38
percentage points to 22.79% in June 2023, relative to 22.41% in May 2023, and 4.19 percentage points higher on a
year-on-year basis when compared to the 18.60% reported in June 2022. This indicates the sixth straight month in 2023
of the continued buildup of inflationary momentum in Nigeria, while the current rate of 22.79% indicates the highest
since March 2004.

The rise can be attributed to the price increases in some of the divisional level items on the index, such as food and non-
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removal of subsidy on PMS
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with mixed reactions, while

the government noted that its removal was necessary to reduce the government's fiscal deficit. An upshot from the move
brought about the unexpected increase in transportation costs as a result of the increase in the pump price of fuel. Also,
prices of food items in the markets skyrocketed by more than 70% as traders began factoring in the attendant cost from
the subsidy removal.

One of the major drivers of the increase in headline inflation was the food inflation, which printed at 25.25%. This level
marks the highest since 2005 as the recent increase results from food staples such as increases in prices of oil and fat,
bread and cereals, fish, potatoes, yam, and other tubers, fruits, meat, vegetables, milk, cheese, and eggs. This reported
increase can be attributed to the recent development about farmers in northern Nigeria paying taxes to armed bandits
in order to avoid being attacked or kidnapped. The payments are being made in cash or in kind, such as livestock or
grain, and are made in three tranches: before the planting season, during the growing season, and at harvest time.

In June, core inflation, which excludes food and energy prices, stood at 20.27% year-on-year in June 2023, the highest
level since 2003, and suggests that inflationary pressures are broad-based. Meanwhile, the highest increases were
recorded in prices of passenger transport by air, gas, vehicle spare parts, liquid fuel, fuels, and lubricants for personal
transport equipment, medical services, passenger transport by road, etc.

Across Nigerian states, the inflation rate was highest in Lagos (25.75%), Ondo (25.40%), and Kogi (25.23%), while the
likes of Borno (20.44%), Zamfara (20.93%), and Ekiti (21.06%) recorded the slowest rise in headline inflation on a year-
on-year basis. And then, on a month-on-month basis, Ogun (3.21%), Plateau (3.05%), and Jigawa (3.00%) reported
the fastest increases but were slow in Zamfara (1.40%), Delta (1.42%), and Rivers (1.54%).

For food inflation that drives the headline index, which continues to be the front burner across economies, Kwara
(30.80%), Lagos (30.37%), and Kogi (29.71%) reported the fastest increases during the month of June 2023, while the
slowest rise was reported in Zamfara (21.38%), Sokoto (21.60%), and Borno (21.75%) on a year-on-year basis. The
monthly movement was seen highest in Kwara (3.82%), Abuja (3.64%), and Ogun (3.56%), while Rivers (0.75%),
Zamfara (1.33%), and Adamawa (1.47%) were the top 3 states with the slowest increases.
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Disclaimer

This report is produced by the Research Desk of Cowry Asset Management Limited (COWRY) as a guideline for Clients that intend to invest in securities on the basis of their own
investment decision without relying completely on the information contained herein. The opinion contained herein is for information purposes only and does not constitute any
offer or solicitation to enter into any trading transaction. While care has been taken in preparing this document, no responsibility or liability whatsoever is accepted by any member

of COWRY for errors, omission of facts, and any direct or consequential loss arising from the use of this report or its contents.
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