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Headline Inflation Rate still rising 
 

The nation’s Headline Inflation Rate was up by 19bps to 22.41% y/y in May 2023 from 22.22% 
y/y in April 2023 driven by price increases in all the components of the index’s basket. On a 
Month-on-Month (m/m) basis, headline inflation rate was 1.94% in May 2023, 3bps higher 
than the growth rate of 1.91% reported  in April 2023. The CPI basket witnessed its highest 
growths in the components of transportation, food & non-alcoholic beverages, health, 
miscellaneous goods & services and education with rates of 2.18%, 2.18% 1.87%, 1.78% and 
1.74% m/mrespectively. When compared with 2022, the headline inflation rate was 4.70% 
points higher compared with 17.71% recorded in May 2022.  
   
The Food Inflation Rate was 24.82% y/y in May 2023, 21bps higher than the 24.61% y/y 
recorded in Apr 2023. This was driven by increases in price levels of yam and other tubers, 
bread and cereals, oil and fat, fish, meat and vegetables. Month on month, the food inflation 
rate was up 6bps to 2.19% m/m in May 2023 from 2.13% m/m in the prior month.  The core 
Inflation rate of 20.06% y/y in May2023 was 8bps less than the growth rate of 20.14% y/y 
recorded in April 2023. This was largely due to the elevated supply of FX and the slightly 
reduced prices of kerosene and diesel in comparison to the prior month. Despite the drop in 
the index, the core inflation rate grew to 1.81% m/m in May 2023 from 1.46% in April 2023. 
 

On the back of the recent policies implemented by the new administration, we expect a 
significant rise in inflation in June 2023. We had estimated that inflation in June may rise to 
as high as 25.8% due to the direct and indirect effects of the removal of fuel subsidy on price 
growth. The depreciation of the Naira at the I&E window adds another layer of concern as 
there is a strong pass-through effect of changes in the exchange rate on consumer prices, 
though we expect the full impact to be seen in July 2023. Other policies such as the imposition 
of 0.5% levy on goods imported from outside Africa will also increase inflationary pressures, 
making us believe y/y headline inflation rate for June 2023 will show a very steep growth when 
compared with the prior month. 
 

 Headline, Food and Core Inflation (Last two years) 

 
 
 
 
 
 
 
 
 
 
 
 
Source: NBS, CSL Research 
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News headlines:               
 
European Central Bank hikes interest rates to highest level in 22 years:  
The European Central Bank raised interest rates by a quarter of a percentage point Thursday 
and signaled another hike to come next month, unmoved by evidence of a mild recession in 
the 20 countries that use the euro. The ECB has now hiked rates at eight consecutive 
meetings since July in a fight against inflation. The latest move takes the benchmark rate in 
the euro area to 3.5%, the highest since May 2001. 
(Source: CNN) 
https://edition.cnn.com/2023/06/15/economy/european-central-bank-interest-
rates/index.html  
 
Economic Council meets on NLC’s N702b recommendation for salary adjustments: 
Following a charge by President Bola Tinubu that governors should come up with ideas to 
mitigate the impact of subsidy removal, members of the National Economic Council (NEC), 
yesterday, deliberated extensively on the issue and constituted a committee to follow up. 
Rising from a meeting after inauguration, Bauchi State Governor, Bala Mohammed, said the 
meeting focused on the recommendation by the Nigeria Labour Congress (NLC) and Trade 
Union Congress (TUC) that the Federal Government should consider a N702 billion fund in 
form of salary adjustment. (Source: Guardian) 
https://guardian.ng/news/economic-council-meets-on-nlcs-n702b-recommendation-for-
salary-adjustments/ 
   
Exchange rate unification: Market in panic mood over petrol prices: There are palpable 
anxiety and fears in the downstream petroleum market over the Central Bank of Nigeria 
(CBN) decision to float the currency and its attendant effect on the prices of Premium Motor 
Spirit(PMS),popularly called petrol. The CBN had two days ago directed Deposit Money 
Banks to remove rate cap on the naira at the official investors and Exporters’ Window of the 
foreign exchange market to allow a for a free float of the national currency against the dollar 
and other global currencies. 
(Source: Sun)  
https://sunnewsonline.com/exchange-rate-unification-market-in-panic-mood-over-petrol-
prices/  
 
World Bank: Direct Subsidies on Oil, Gas, Coal Cost Govts $1.25tn Annually: The burning 
of oil, gas and coal causes seven million premature deaths around the world annually through 
bad air that people breathe, a new World Bank report has disclosed. The report, “Detox 
Development: Repurposing Environmentally Harmful Subsidies” which revealed that the 
burden falls mostly on the poor, also stated that global direct government expenditures in 
the three sectors stands at $1.25 trillion a year—around the size of a big economy such as 
Mexico. 
(Source: ThisDay) 
https://www.thisdaylive.com/index.php/2023/06/16/world-bank-direct-subsidies-on-oil-gas-
coal-cost-govts-1-25tn-annually 
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Analyst Certification 

Each research analyst principally responsible for the preparation and content of all or any identified portion of this research report 
hereby certifies that all the views expressed in this research report accurately reflect his/her personal views about those issuer(s) or 
securities that the research analyst covers in this research report. Each research analyst also certifies that no part of his/her 
compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
 

Important disclosures 

Analysts' compensation is based upon activities and services intended to benefit the investor clients of CSL Stockbrokers 
Limited, Lagos and the affiliates of FCMB Group, Lagos, Nigeria ("the Group"). Analysts receive compensation that is impacted 
by overall profitability of the Group, which includes revenues from, among other business units, Institutional Sales and Trading 
and Capital Markets/Investment Banking. 

CSL Research Ratings Distribution 

    Buy Hold Sell Not Rated Total 

Coverage universe 17 10 5 3 35 

% distribution 49% 29% 14% 9%   

Investment banking clients  0 1 1 0 2 

% distribution 0% 50% 50% 0%   

 

Explanation of CSL Research's equity research rating system 

Buy:  The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon. 

Hold:  The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment 
horizon. 

Sell:  The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment horizon. 

Not Rated:  The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies in 
certain circumstances including when CSL Capital UK or the Group is acting in an advisory capacity in a merger or strategic 
transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the company 
in question. 

Benchmark:   The benchmark is the trailing three-year average yield of the 12-month T-Bill plus one standard deviation rounded to the 
nearest %.  

Price targets:  Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and by 
other risks related to the company or the market, and may not occur if the company's earnings fall short 
of estimates. 

Asset allocation:  Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) 
for equities, cash and fixed income instruments is based on a number of metrics and does not relate to a 
particular size change in one variable. 
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Important Risk Warnings and Disclaimers 

 

CSL Stockbrokers Limited ("CSLS") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a member of 
the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number: 11818051), 
trading in the name of 'CSL Stockbrokers' for its activities, is authorised by the Financial Conduct Authority (FCA). 

 

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group ("the Group") of Nigeria, a group of companies which 
also includes First City Monument Bank Ltd. 

 

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE 
YOU TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the 
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any member 
of the Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient 
in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for 
providing the protections afforded to its clients. 

 

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial 
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made. 

 

In the United Kingdom, this document is available only to such persons described above and persons of any other 
description should not rely on this document. Transmission of this document to any other person in the United Kingdom is 
unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if 
the distribution of this document is otherwise unlawful where you are, you are required to return the document 
immediately to CSLS. This document is not intended for Retail Clients in the UK. 

 

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. 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 individual 
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors. 

 

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary 
trading positions in those shares and may receive remuneration for the publication of its research and for other services. 
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to 
CSLS, or the Group, which is not reflected in this material. Further information on CSLS' policy regarding potential conflicts 
of interest in the context of investment research and CSLS' policy on disclosure and conflicts in general are available on 
request. 

 

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which 
it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, 
representation, or warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or 
their advisors, directors or employees accepts any responsibility or 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. 
The opinions contained in this document are subject to change without notice and are not to be relied upon and should not 
be used in substitution for the exercise of independent judgment. 

 

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may 
not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of 
the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income 
of that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell 
their investment or to obtain reliable information about their value or the extent of the risk to which they are exposed. 
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed 
and may not be reproduced, further distributed to any other person, or published, in whole or in part, for any purpose. 
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