) I,

Cowry Research May 22, 2024

Analyst’s Note on: Ma y MPC Meeting — May 2024

Inflation Targeting: CBN Maintains Hawkish Stance with Another 150bps Rate Hike......

On Tuesday, the CBN Monetary Policy Committee (MPC) concluded its two-day policy meeting, maintaining a hawkish
policy stance for the third consecutive time this year by raising the monetary policy rate (MPR) by 1.50% to 26.25%
from 24.75%. This decision followed a review of current economic and financial developments both locally and globally,
and an assessment of the risks to the economic outlook. This rate hike exceeded expectations, which anticipated a more
modest increase of 100 basis points, as the committee aims to combat rising inflation and uphold monetary and price

stability in the economy.

At the meeting, the committee decided to continue its inflation-targeting approach to combat inflation. Consequently,

the members voted to:

1. Raise the MPR by 150 basis points to 26.25% from 24.75%.

2. Retain the asymmetric corridor around the MPR at +100/-300 basis points.
3. Retain the Cash Reserve Ratio (CRR) for Deposit Money Banks at 45%.

4. Retain the Liquidity Ratio at 30%.

The committee’s primary focus remained on achieving price stability by effectively using the tools available to the
monetary authority to curb inflation. The latest inflation data from the National Bureau of Statistics (NBS) showed that
the headline inflation rate continued its upward trend in April, rising by 49 basis points to 33.69% year-on-year. This
increase was driven by food inflation and core inflation, which rose by 0.52 percentage points and 0.94 percentage

points to 40.53% year-on-year and 26.84% year-on-year, respectively.

However, the growth rate of headline inflation moderated for the second consecutive month, rising by a combined 1.99
percentage points between March and April, compared to an acceleration of 2.78 percentage points in January and
February. This indicates a positive trend with a moderation in the month-on-month figures. Specifically, the headline
index moderated to 2.29% in April from 3.02% in March; the food inflation rate slowed to 2.50% month-on-month,
down from 3.62% in March; and core inflation declined by 0.34 percentage points to 2.20% in April.

Committee members expressed concerns over the sustained contractionary stance, which could further shrink the real
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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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