
INFLATION RATE CONTINUES TO RISE UNABATEDLY
…Headline Inflation Rises to a 65-Month High

July 18, 2022 Economic Report 

Highlights

The rising inflationary trend persisted into June 2022, with headline inflation printing

at 18.60% year-on-year (YoY) against 17.71% YoY in May 2022. On a month-on-

month basis, headline inflation rose by 4 basis points to 1.82% in June 2022 from

1.78% in May 2022.

Food prices continued to rise unabatedly, as reflected in the June 2022 Food Index

increase of 20.60% from 19.50% in May 2022. On a month-on-month basis, the Food

Index increased by 2.05% in June 2022 from 2.01% in May 2022.

Likewise, core inflation advanced to 15.75% in June 2022 from 14.91% in May 2022

but moderated on a month-on-month basis to 1.56% in June 2022 versus 1.87% in

May 2022.

One-Year Inflation Trend

Source: National Bureau of Statistics, WSTC Research

Analysis

The price level in the domestic economy continued to be negatively impacted by the

ongoing geopolitical conflict in the Eastern Europe. Higher food prices due to the

spike in global commodity prices, and higher energy prices due to sustained increase

in global crude oil prices were the two major pain points that contributed to higher

prices in the domestic economy.

In addition, the pressures in the foreign exchange market, wherein the exchange rate

in the parallel market traded at N615 - N620 in June 2022 (from c.N600 levels in May

2022), also factored in higher prices in the economy.

Based on the data released by the NBS, the two components of the inflation basket

that experienced the most pressure were food prices and transport prices. In the case

of transport prices, we attribute the trend to the significant rise in diesel prices which

resulted in higher transportation costs of goods and services, including petroleum

products to respective filling stations. Therefore, given the supply bottlenecks

associated with higher diesel prices, queues resumed at various filling stations across

the country in June 2022.
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Expected Policy Response

The Monetary Policy Committee (MPC) surprised the market during her last meeting by

hiking the policy rate by 150 basis points. According to the Committee, the rationale behind

the rate hike was to curtail demand pressures that exacerbated the already supply-driven

inflationary pressures. Despite the policy decision, inflationary pressures have continued to

heighten. Hence, we expect to see a slightly more aggressive stance by the MPC to rein in

the inflationary pressures. However, the aggressive stance might be in the form of

unorthodox methods that we are unable to estimate.

Outlook

Yields in the fixed income market are expected to rise further from current trends, in line

with rising inflation. The figure reported for June 2022 was the highest since January 2017

(65 months ago or c.5 years ago); hence, we expect investors to react by repricing fixed

income instruments.

In the equities market, the expected higher yields in the fixed income market due to the

rising inflation trend could result in reallocation of capital by investors, especially the

institutional investors. Also, the profitability of companies, particularly in the consumer

goods space, could take a hit from higher operating costs. Although companies that can

transfer the cost burden to consumers (e.g., Nestle) could maintain their margins or could

experience less-severe margin decline. Generally, we expect a broad negative impact for

the consumer goods companies.

Source: National Bureau of Statistics, WSTC Research

Indexes

Year-on-Year Change Month-on-Month Change

Jun-22 May-22

bps

Jun-22 May-22

bps% % % %

All-items Price Index 18.60 17.70 90 1.82 1.78 4

Food Index 20.60 19.50 110 2.05 2.01 4

Core Index 15.75 14.91 84 1.56 1.87 (31)

Urban All-items Index 19.09 18.24 85 1.82 1.81 1

Rural All-items Index 18.13 17.21 92 1.81 1.76 5
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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.

Email: research@wstc.com.ng

Website: www.wstc.com.ng
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