m Inflation Update: January 2019

January 2019 Annual Inflation Rate Falls to 11.37% as Food
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Inflation Eases in Enugu, Plateau and Kogi States. ..

Recently released January inflation report showed that headline
inflation rate decraesed to 11.37% year-on-year (from 11.44% in
December 2018), halting two consecutive months of increase. The
decline in annual inflation rate was driven by lower prices of food,
especially in Enugu, Plateau and Kogi States — food inflation in the
respective states moderated to 11.64%, 11.82% and 11.87% in
January 2019. The pressure on general price level of food eased y-
0-y to 13.51% (lower than 13.56% in December 2018), partly due
to the ease in herders farmers clashes witnessed in the last quarter
of 2018 coupled with ongoing harvest. However, core inflation rate
increased on an annual basis to 9.91% (from 9.77% in December
2018) and on a monthly basis to 0.81% (from 0.51% in December
2018). This was partly driven by m-o-m rise in the costs of
transport (+0.71%), clothing & footwear (+0.72%) and energy cost
(+0.50%). Also, m-o-m change in price level for imported food
increased to 1.21% (slower than 1.22% in December 2018) amid
monthly average appreciation of the Naira against USD (FX rate
fell m-o-m by 0.34% to N357.96) at the interbank FX market.
Further analysis revealed that Inflation rate in the urban area rose
m-o-m to 0.77% (from 0.76%); however, inflation rate in rural area
fell to 0.71% (from 0.72%) in January 2019.

Outlook:

“We expect further downward pressure on headline inflation in
February 2019 as Food inflation — which has the largest weight in

the basket — remains stable amid continuing harvest season".
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