
MPC RAISES RATES TO 13.00%
… rising inflation counters MPC’s pro-growth stance

May 25, 2022 Economic Report 

Highlights

As a result of rising inflationary pressures despite steady economic growth, the Monetary

Policy Committee (MPC) voted to raise the monetary policy rate (MPR) by 150 basis points

to 13.00%. All other policy parameters left unchanged were:

• The asymmetric corridor: +100/-700 basis points around the MPR

• The cash reserve ratio (CRR): 27.50%

• The liquidity ratio: 30.00%.

The MPC unanimously voted to raise the MPR. During the voting process, six members

voted to raise the MPR by 150 basis points. Four members voted to raise the MPR by 100

basis points, while one member proposed to raise the MPR by 50 basis points.

Committee’ Considerations

Global Economy

The MPC considered the slowdown in global output amid the intensifying inflationary

pressures faced by global economies. These inflationary pressures are largely on account

of sustained geopolitical tensions and supply chain disruptions. The Committee also noted

that the spillover effect of the stimulus packages offered by central banks across global

economies further fueled the inflationary pressures.

In response, the MPC noted that Central banks across major advanced economies are

unanimously taking a tighter monetary stance in addressing inflation. Due to these

concerns, Global growth is projected to slow from an estimated 6.10% in 2021 to 3.60% in

2022 and 2023. This is 80 and 20 percentage points lower for 2022 and 2023 than

projected by International Monetary Fund (IMF) in January.

Domestic Economy

The MPC highlighted the 3.11% YoY real GDP growth recorded in Q1 2022 representing

the sixth consecutive quarter of economic growth after the recession witnessed in 2020.

According to the Committee, the growth was driven by an increase in aggregate

consumption arising from continued policy support and sustained recovery in demand.

The MPC also considered the rising inflationary trend in the economy. Headline inflation

stood at 16.82% YoY in April 2022 from 15.92% YoY in March 2022. The inflationary

pressure was driven by both core and food inflation which printed at 14.18% YoY and

18.37% respectively in April 2022. The rise in core inflation resulted from higher energy

prices, while the rise in food inflation was driven by security challenges in major food-

producing areas and perennial infrastructural challenges which hampered food supply.
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The Committee’s Decision

The committee raised concerns over the increasing downside risks associated with

growing rate of inflation despite the positive outcome of its pro-growth stance during the

pandemic year. While MPC attributed the rising inflation to supply side pressures, the MPC

also identified rising demand pressure that is unlikely to abate until after the 2023 general

elections.

The MPC argued that a loosening policy may lead to sharp capital outflows and raise

inflationary pressures that could further worsen exchange rate stability. On the other hand,

the MPC argued that holding the rates would allow previous policy measures to drive

growth but could also leave the rising trend of demand pressure unchecked.

Hence, the MPC felt the need for tightening policies to rein in inflation, reduce the

inflationary pressure passed through to exchange rate depreciation, moderate the speed of

capital flow reversal, provide incentive for capital inflows and sustain remittance to the

external reserve. Additionally, the MPC feels that tightening would moderate the negative

real interest rate margin, improve market sentiment and restore investors confidence.

Implications for the Financial Markets

At the MPC meeting in March 2022, we noted that four members considered raising the

MPR but the majority fell in favor of holding the rates. It appeared that the CBN has finally

yielded to increasing pressures to raise rates. Although, we did not expect the sharp

increase by 150 basis points. Apart from the MPR, we maintain that the CRR would be a

preferred tool to mop-up the excess liquidity in the market.

By implication, we expect to see a reversal in the prices of fixed income securities in the

near term as investors reposition to take advantage of higher yields on the long end of the

curve. In the equities market, we have noted a consecutive three-day decline owing to

profit-taking activities following impressive earnings release. With the recent increase in

rates, we expect a reallocation of funds from the equities market by institutional investors to

less risky assets.
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Disclaimer & Disclosures
The value of any investment is subject to fluctuations, i.e. may rise and fall. Past performance is no guide to

the future. The rate of exchange between currencies may cause the value of an investment to increase or

decrease. Hence investors may not get back the full value of their original investment.

Investment Recommendation

WSTC uses a 3-tier recommendation system for stocks under coverage: Buy, Hold, and Sell.

• Buy Rating: estimated fair value is ≥15% above current market price.

• Hold Rating: estimated change in price is between -10% and 15% of current market price.

• Sell Rating: estimated change in price is ≤ -10% of current market price.

This document is not an offer to buy or sell any security. This document does not provide individually

tailored investment advice. It has been prepared without regard to the individual financial circumstances

and objectives of persons who receive it. The appropriateness of a particular investment will depend on an

investor’s circumstances and objectives. The investments and shares referred to in this document may not

be suitable for all investors.

This document is based on information WSTC Securities Limited (WSTC Securities) received from publicly

available reports and industry sources. WSTC Securities may not have verified all of this information with

third parties. Neither WSTC Securities nor its shareholders, directors, employees or advisors can

guarantee the accuracy, reasonableness or completeness of the information received from any sources

consulted for this publication; and neither WSTC Securities nor its shareholders, directors, employees or

advisers accept any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from

any use of this document or its contents or otherwise arising in connection with this document. This

document is not to be relied upon and should not be a substitute for the exercise of independent judgment.

This document includes certain statements, estimates and projections concerning the anticipated future

performance of securities listed on the Nigerian Exchange and as to the market for these shares. Such

statements, estimates and projections are based on information that we consider reliable and may reflect

various assumptions made concerning anticipated economic developments, which have not been

independently verified and may or may not prove correct. No representation or warranty is made as to the

accuracy of such statements, estimates and projections or as to their appropriateness for the purpose

intended and it should not be relied upon as such. Opinions expressed are current opinions as of the date

appearing on this material only and may change without notice. Other third parties may have issued other

reports that are inconsistent with and reach different conclusions from, the information presented in this

report. Those reports reflect the different assumptions, views and analytical methods of the analysts who

prepared them.

This document is for information purposes only and private circulation. No portion of this document may be

reprinted, sold or redistributed without the written consent of WSTC Securities.

Additional information on recommended securities/instruments is available on request.

WSTC Securities Limited is a Trading License Holder of the Nigerian Exchange Limited (NGX) and is

registered with the Securities & Exchange Commission (SEC) as a Broker/Dealer to conduct Securities

Brokerage & Dealing in Nigeria. Therefore, we may deal in any securities listed on the NGX.

WSTC Securities Limited has its registered office at 2, Maitama Sule Street, South-West Ikoyi, Lagos,

Nigeria.
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