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Inflationary Pressures to Decelerate on Stable Utility Prices

amidst Favourable Base Effect.
Inflation - April 2021

In our March 2021 Ghana inflation report: Base Effects to Taper

Inflationary Pressures, we stated that there would be moderation in the

April 2021 headline inflation largely driven by the favourable base
effect from the prior year. True to our prognosis, Ghana’s headline
inflation moderated by 184bps to 8.5% y/y in April (March: 10.3% y/y)
- the lowest since March 2020 (7.8% y/y). The outturn was 48bps higher
than Cordros’ estimate (8.02% y/y), with the deviation coming from the
food basket. On a month-on-month basis, the headline inflation printed
1.5% (March: 0.9%).

The prices of food items increased by 209bps to 2.29% m/m in April. We highlight
that the preceding was due to higher prices seen across Vegetables (+5.4% m/m
vs March: -0.1% m/m), and Fish and other seafood (+2.4% m/m vs March: -0.1%
m/m). On a year-on-year basis, food inflation moderated by 432bps to 6.5% y/y
(compared with our estimate of 4.5% y/y) primarily due to the high base effect
from the prior year.

Unsurprisingly, non-food inflation moderated to 0.95% m/m (March: 1.39% m/m)
as the impact of higher rent prices began to wane amidst stable fuel prices
compared to the previous month. Hence, the price moderation in the HWEGF
(+1.0% m/m vs March: 5.1% m/m) sub-basket offset the increase recorded in the
health (+68bps to 1.2% m/m) and clothing & footwear (+140bps to 1.6% m/m)
sub-baskets. On a year-on-year basis, non-food inflation increased by 22bps to
10.21% y/y driven by broad-based increases across the clothing & footwear
(7.08% y/y vs March: 6.01% y/y), transportation (9.57% y/y vs March: 6.83% y/y)
and financial services (8.96% y/y vs March: 7.84% y/y) sub-baskets.

Over the medium term, we expect food inflation to trend downwards driven by
high base effect from the prior year. In May 2021, we estimate food inflation will
increase by 1.6% m/m, translating to 5.7% y/y (April: 6.5% y/y). Similarly, we
expect stable fuel and rent prices to keep the non-food inflation in check.
Consequently, we look for a 1.1% m/m reading in the non-food basket, translating
to 10.0% y/y.

Analyst(s) Covering all bases, we forecast a 1.3% m/m increase in headline inflation in
Abdulazeez Kuranga May, with the favourable base effect from the prior year translating to a y/y
abdulazeez.kuranga@cordros.com reading of 8.1%.
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Figure 1: Trend in Food and Non-Food Inflation (y/y) Figure 2: Headline Inflation - Historical and Forecast (y/y)
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Disclosures.

Analyst’s Certification and Disclaimer

The research analyst(s) whose name(s) appear(s) on the cover of this report are primarily responsible for this report
and certifies (y) that:

(1 all of the views expressed about the companies and their securities in this report are accurately expressed and
reflect his or her personal views about any and all of the subject securities or issuers;

(2) no part of any of the research analyst’'s remuneration or compensation (overall firm revenue) was, is, or will be
directly or indirectly related to the specific recommendations, estimates, opinions or views expressed by the
research analyst(s) in this report; and

(3) all analysis made by the analyst(s) were in good faith based on public information regarding the companies,
securities, industries or markets and the views expressed reflect the analyst’s opinion, without undue influence or
any intervention.

Conflict of Interest: It is the policy of Cordros Capital Limited and its subsidiaries and affiliates that research analysts
may not be involved in activities that suggest that they are representing the interests of Cordros Capital in a way likely
to appear to be inconsistent with providing independent investment research. In addition, research analysts’ reporting
lines are structured so as to avoid any conflict of interests. For example, research analysts are not subject to the
supervision or control of anyone in Cordros’ Investment Banking or Sales and Trading departments. However, such sales
and trading departments may trade, as principal, on the basis of the research analyst’s published research. Therefore,
the proprietary interests of those Sales and Trading departments may conflict with your interests.

Important Disclosure

This document has been issued and approved by Cordros Capital (Cordros) and is based on information from various
sources that we believe are reliable. However, no representation is made that it is accurate or complete. While
reasonable care has been taken in preparing this document, no responsibility or liability is accepted for errors or fact
or for any opinion expressed herein. This document is for information purposes only. It does not constitute any offer or
solicitation to any person to enter into any trading transaction.

Investments discussed in this report may not be suitable for all investors. This report is provided solely for the
information of Cordros clients who are then expected to make their own investment decisions. Cordros conducts
designated investment business with market counter parties and customers and this document is directed only to such
persons. Cordros accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or its contents. This report is for private circulation only and may not be reproduced, distributed or published by any
recipient for any purpose without prior express consent of Cordros. Users of this report should bear in mind that
investments can fluctuate in price and value. Past performance is not necessarily a guide to future performance.

Cordros and/or a connected company may or may not have a relationship with any of the entities mentioned in this
document for which it has received or may receive in the future fees or other compensation. Cordros is regulated by
the Securities and Exchange Commission to conduct investment business in Nigeria.
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