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HEADLINE INFLATION INCREASES TO 33.88%

....Food Inflation Remains Elevated Amid Supply Chain Disruptions
November 18, 2024 tconomic Report

Highlights

As anticipated in our previous report, Headline Inflation levels printed higher in October
2024. According to National Bureau of Statistics (NBS), Headline Inflation rose to 33.88%
year-on-year, up from 32.70% in September 2024. On a month-on-month basis, Headline
Inflation also climbed to 2.64% in October, compared to 2.52% in September, reaching its
highest level since March 2024.

The sharp increase in Food Inflation was a key factor in the overall rise in Headline Inflation.
Compared to September 2024, Food Inflation accelerated to 39.16% year-on-year, up from
37.77%. On a month-to-month basis, Food Inflation climbed by 12 basis points to 2.64%, from
2.52% in September. This notable surge was primarily caused by a combination of factors,
particularly the ongoing food supply disruptions due to widespread flooding in the Northern
region of the country. These floods are believed to have affected harvest cycles and supply
chains, creating shortages of some essential food items. Additionally, the sharp increase in
transportation costs, driven by higher fuel prices, contributed to significantly higher logistics

cost.

Core Inflation followed a similar upward trajectory, rising to 28.37% year-on-year, compared
to 27.43% in September 2024. Month-on-month, Core Inflation also edged higher, reaching
2.14%, up from 2.10% in September. The main contributor to the rise in Core Inflation was
the 8% depreciation of the Naira in the official market (NAFEM). For context, the Naira
closed at N1,675.49/$ in October 2024, a drop from N1,541.94/$ in September 2024. The
weaker Naira increased the cost of imported goods and raw materials, placing upward
pressure on production costs for non-food items. This, in turn, translated to higher prices for

goods and services within the Core Inflation basket.

One-Year Inflation Trend
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Sources: National Bureau of Statistics, WSTC Research.


https://www.wstc.com.ng/wp-content/uploads/2024/10/September-2024-Inflation-Inflation-Moderation-Halted-by-PMS-Hike-.pdf
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Outlook

The Nigerian National Petroleum Corporation (NNPC) raised the price of Premium Motor
Spirit (PMS) to N1,025 per litre as of October 30, 2024. This latest increase is anticipated to
intensify inflationary pressures for the remainder of the year as elevated transportation and
energy costs will likely push operational expenses higher for businesses, leading to higher

prices of goods and services for consumers.

Food inflation is expected to remain stubbornly high, as we expect factors which include
impact of the prolonged insecurity in the north on food supply, lingering impact of flood, and
increased transportation cost to continue to drive up prices. Additionally, the soaring costs
of agricultural inputs, particularly for poultry and livestock production, are likely to keep
food prices elevated through the end of the year. Furthermore, the 150-day duty free waiver
which could have provided some relief remains unimplemented likely due to bureaucratic
delays. Consequently, we do not expect any significant reprieve from this measure in the

foreseeable future.

Core inflation is also expected to escalate, fueled by the depreciation of the Naira and rising
logistics costs. The weakening currency increases the cost of imported goods, while higher
transportation expenses add to production and distribution costs. These burdens will likely
be passed along to consumers, further driving up prices for goods and services across the

economy. Overall, we project that headline inflation will reach 34.72% in November 2024.

Policy Implications

The Monetary Policy Committee (MPC) is scheduled to convene on November 25 and 26,
2024, and we expect the Committee to adopt a 25 - 50 basis point increase in the Monetary
Policy Rate (MPR). While the impact of the rate hikes on the cost of capital for Companies
remains a concern, our outlook for the MPR is underpinned by the monetary policy
committee’s reiterated commitment to curbing inflation and narrowing the negative real

return.



Other Highlights

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

Indexes Oct-24 Sep-24 Oct-24 Sep-24
% % Bps % % bps
All-items Price Index 33.88 32.70 1.18 2.64 2.52 0.12
Food Index 39.16 37.77 1.39 2.94 2.64 0.30
Core Index 28.37 27.43 0.94 2.14 2.10 0.04
Urban All-items Index 36.38 35.13 1.25 2.75 2.67 0.08
Rural All-items Index 31.59 30.49 1.10 2.53 2.39 0.14

Source: National Bureau of Statistics, WSTC Research
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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.

U Buy Rating: estimated fair value is >20% above current market price.
U Hold Rating: estimated change in price is between -10% and 19% of current market price.
U 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 2024,
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