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HEADLINE INFLATION ADVANCES TO 21.91%

... Month-on-Month Decline Suggests Easing Price Pressures

March 15, 2023 tconomic Report

Highlights

The National Bureau of Statistics (NBS) released February 2023 inflation report few hours
ago. According to the Bureau, the Headline Inflation advanced by 9 basis points on a year-
on-year basis to 21.91% (January 2023: 21.82%). However, on a month-on-month basis, the

Headline Inflation declined to 1.71% (January 2023: 1.87%).

Core Inflation (which measures All Items less Farm Produce) declined by 32 basis points to
18.84% on a year-on-year basis in February 2023 (January 2023: 19.16%). It declined on a
month-on-month basis as well to 1.06% (January 2023: 1.82%). The Core Inflation is often a
more precise reflection of average prices in the economy because it eliminates the impact

of food price volatility.

Food Inflation rose by 4 basis points to 24.35% year-on-year in February 2023 (January
2023: 24.32%). Conversely, it declined on a month-on-month basis to 1.90% (January 2023:
2.08%).

One-Year Inflation Trend
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Analysis

The direction of the month-on-month Headline Inflation was in line with our expectations -
it declined. From 1.87% in January 2023, we estimated a 1.58% MoM decline in February
2023, but the actual figure was 1.71% MoM. According to our findings when we analysed the
inflation data, transportation costs pressures eased in February 2023, and we attribute it to
improved supply of petrol during the period. Across major fuel stations across the economy,
queues reduced. The activities of black market operators also moderated during the period.
About the year-on-year rise in inflation, we attribute that to low base effects. Our overall

assessment was that inflationary pressures indeed eased in February 2023.

We link the month-on-month decline in Food Inflation to the lower pressures in
transportation prices. Other factors that played out in the eased Food Inflation were
improved supply chain, and normalisation of prices in the global commodity market (e.g.,

fertilisers and other packaging materials).

Meanwhile, relative stability in the foreign exchange market - particularly in the parallel
market supported the moderation of Core Inflation. Based on the data we track, the average
exchange rate in the parallel market increased by 1% to N755.50/$1 in February 2023
(January 2023: N745.00/$1). Similarly, the average exchange rate in the | & E window
increased by 1% to N460.97 in February 2023 (January 2023: N455.56).

Outlook

We maintain our position that the Headline Inflation will remain at elevated levels for the
most of 2023, but we see the figure moderating as most pressure sources are easing. We
project month-on-month moderations between March 2023 to June 2023, as we expect
price pressures to continue normalising. Meanwhile, we also factored in the possibility of
fuel subsidy removal (to take effect in June 2023) and incorporated the possible impact on

inflation. We expect inflationary pressures to be on an upward trend from July 2023.

Our March 2023 Headline Inflation forecast is 21.77% - a 13 basis points decline from the

February 2023 figure.

Policy Expectations and Potential Impact

Headline Inflation remains at record levels, and significantly above the Central Bank’s (CBN)
target. Therefore, we expect the current hawkish stance to be sustained. Higher interest
rates are expected to stabilise in the financial markets, particularly in the foreign exchange

market.



Other Highlights

Year-on-Year Change

WS TC

Month-on-Month Change

(s Feb2023 Jan 2023 Feb 2023 Jan 2023
% % % bps
All-items Price Index 21.91 21.82 9 1.71 1.87 -16
Food Index 24.35 24.32 4 1.90 2.08 -18
Core Index 18.84 19.16 -32 1.06 1.82 -76
Urban All-items Index 22.78 22.55 23 1.85 1.98 -13
Rural All-items Index 21.10 21.13 -3 1.77 1.77 -19
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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 >20% above current market price.
. Hold Rating: estimated change in price is between -10% and 19% 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 lkoyi, Lagos,
Nigeria.

Email: research@wstc.com.ng
Website: www.wstc.com.ng
© WSTC Securities Limited 2023.
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