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Inflationary pressure, weaker purchasing power

Nigeria’s headline inflation has been at double-digit since February ‘16. In Q1 '22, there

were upticks recorded in the headline inflation in February (10bps) and March (22bps). Indicators NG

The average headline inflation rate in Q1 is 15.74%; 7bps higher than the average 15.67% Inflation rate (March '22, %) 15.92

recorded in the previous quarter, Q4 '21. Food inflation remains the major driver behind GDP (Q4'21, %) 3.40

the steady acceleration. Gross Official Reserves 39.6
o _ _ _ ) (28 April 22, USD bn)

Food price inflation rose to 17.2% in March (an increase of 9bps), caused by wide-ranging UK Brent (29 April 22, USD) 1085

price increases across items such as cereals, yam, meat, fish and fruits. Supply-chain
disruptions triggered by the COVID pandemic have led to rising food prices which have
increased food insecurity in most developing economies. Furthermore, given the reliance on

food imports from Ukraine and Russia, the ongoing Russia-Ukraine crisis has placed
additional pressure on selected commaodities, notably wheat. FGN bondyields (29 April '22, %)

Source: Bloomberg, CBN, NBS, Coronation MB Research

14.20% 13.98% 12.15% 12.40%
Rising inflation has adversely affected the profitability of farmers and producers. The price
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of a basket of tomatoes has more tripled. One basket now costs about N25,000 compared ar € " ar
with the initial cost of N5,000. Additionally, a crate of eggs is N2,000 vs N900 obtainable in 7.85 11.00 1226 1242
2020.

T-bill yields (29 April '22, %
Although the fx rate at the NAFEX window has been relatively stable over the past three ki ( o )
months, based on our channel checks the gap between the NAFEX and parallel market rate 14- 13-Oct 09- 30-
is as high as 41%. The transmission effect can be seen in imported food items. The imported Jul-22 222 Mar-23 Mar-23
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1|‘\c/)|od Erlzc;: rate recorded increases within each month of Q1 ’22. It stood at 17.6% y/y in 325 351 466 448
arc .

Source: FMDQ, Coronation MB Research

The latest NBS report tells us that the transport segment, which accounts for 6.5% of the
basket, posted price increases of 1.5% m/m in March (compared with 1.3% in the previous
month) and 15.4% y/y, compared with 15.1% in February.

A separate report from the NBS reveals that the average fare paid by commuters for bus
journeys within cities increased by 4.4% m/m and 42.2% y/y in March compared with 5.0%
m/m and 38.4% y/y the previous month. Zamfara and Taraba states recorded the highest
increases.

The same report shows that the average fare paid by commuters for motorcycle journeys
increased by 4.2% m/m and 45.6% y/y in March ‘22.

In March, increases of 1.3% m/m and 14.5% y/y were recorded for the recreation and culture
segment within the inflation basket. There has been increased appetite for outdoor activities.
In March, the FGN lifted the nationwide midnight curfew earlier imposed to contain the
coronavirus pandemic. Restrictions on parties, concerts, and other crowded activities were
also lifted. This was largely due to reduced risk of importation of new coronavirus variants
and availability of vaccines.


mailto:CEgwim@Coronationmb.com
mailto:economicresearch@coronationmb.com

CORONATION

Inflationary pressure, weaker purchasing power

Nigeria's hospitality industry (similar to some other sectors) experienced economic scarring due to the effects of the COVID pandemic. We note
that hotels listed on the Nigeria Stock Exchange recorded profits in Q1 '22. Furthermore, specific segments of the industry are now performing
relatively better. Looking at the inflation basket, there were steady upticks seen in the restaurants and hotels segment between January - March
this year. However, In March alone, price increases of 1.3% m/m and 14.1% y/y were recorded.

The MPC's view is that a rebound in economic activity will close the negative output gap and ease inflationary pressures in the short to medium
term. Price stability is the CBN's primary mandate. We see the headline rate y/y at end-Q2 at around 16.7%.
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DISCLOSURES & DISCLAIMERS

¢ Thisreporthasbeen prepared by the Research Department of Coronation Merchant Bank using sources believed to be reliable, trustworthy and factually accurate, however
the Research Departmenthasnotindependently verifiedthese sourcesofinformationand Coronation Merchant Bank does not vouchsafetheaccuracy of these.Noguarantee
isgivenastotheindependence of the sources themselves. Readersintending toact upon the contents of this report are advised to make their own enquiries.

e Theanalyst(s) and/or Chief Economist has (have) produced this report independently of the company or companies, and independently of the issuer of security or securities,
covered inthis report, and (has) have done so using publicly-available information. Information used in the preparation of this report is believed to be accurate at the time of
going to press, though not verified independently. No liability is accepted for errors nor omissions of fact, nor is any warranty given for the reasonableness, accuracy or
completeness of theinformation presented. Market informationmay have been gathered fromdifferent sources, including official and government sources, and processed in
arriving atthe opinion(s) expressedinthisreport.

« Thisreportisintended as background information for clients of Coronation Merchant Bank, and clients of its subsidiaries and affiliates, and is not to be read as a solicitation,
approval or advice to buy or sell securities.

« NeitherCoronation Merchant Bank,itsdirectors,employees and contractors, noritssubsidiaries and affiliates, northe directors,employees and contractors of itssubsidiaries
and affiliates, accept(s) responsibility for losses or opportunity costs, whether direct or consequential, that may be incurred as aresult of trading, or not trading, in securities
coveredinthisreport,orothersecurities, asaresult of any decisiontaken after reading this report. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates,
whoreadthisreport,should not rely onit for the purposes of making investment decisions and should make their own evaluation of: the potential performance of securities;
the risks involved in buying or selling securities; the volatility and liquidity of securities; and of other factors such as interest rates, exchange rates, exchange rate liquidity,
trading costs, settlement and custody. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, who read this report, should assess their own investment
objectives and financial capacities whentakinginvestment decisions and should consult arelevant financial adviserinthese respects.

* Thisreportisintended for the clients of Coronation Merchant Bank, and of its subsidiaries and affiliates. Copyingand reproduction of this report, and onward forwarding, is
only allowed with the specific permission of Coronation Merchant Bank, its subsidiaries and affiliates. Receipt of this report does not qualify you as a client of Coronation
Merchant Bank, its subsidiaries and affiliates. If youareinunauthorised receipt of this reportyou are requested to notify Coronation Merchant Bank, or one of its subsidiaries
or affiliates,and toreturnor delete thereport.

¢ Thisreport is intended for corporate and institutional clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, where those clients are regulated and
professional investment customers and market counterparties. This report is not intended for individual investors.

« Thisreportisnotintendedfordistributionto,oruseby,any personorentityinanyjurisdictionor countrywhere suchdistribution or use would be contrarytolawor regulations.

¢ CoronationResearchisadepartment within Coronation Merchant Bank whichsupplies research servicesto Coronation Merchant Bank, andisring-fenced withregardto the
activities of Coronation Merchant Bank. The Chief Economist, contractors and employees of Coronation Research do not receive any non-publicinformation regarding the
investments or investment objectives of Coronation Merchant Bank.

e Coronation Merchant Bank and its subsidiaries and affiliates are incorporated under the laws of the Federal Government of Nigeria and are licensed by the Central Bank of
Nigeriaand by the Securities and Exchange Commission of Nigeriaand by other relevant regulatory authoritiesin their respective fields of business.

« Yourattentionisbroughttothefactthattheanalyst(s),and/or Chief Economist,mentioned at the beginningof this reportis (are) employed by CoronationMerchant Bankin the
Federal Republicof Nigeria,and while subject to the laws of the Federal Republic of Nigeriais (are) not subject, as author(s) of thisreport, to the laws of other countries, notably
the United States of America ('US'), the member states of the European Union ('EU'), or the United Kingdom ('UK') as these laws may affect the production, publication and
distributionof thisreport.

«  Wherethisreportisdistributedtoclients and potential clients of Coronation Merchant Bank, and of its clients and affiliates, inthe European Union ('EU'),including the United
Kingdom ('UK"), this report is either: a) distributed by virtue of a contract between Coronation Merchant Bank, its subsidiaries and affiliates, and the client for research
services,or: b) distributed asafree sample, for agiven period of time, pursuant to afuture contract for the sale of research services.

* Theopinionsexpressedinthisreportconcerningthecompany(ies) andsecurities covered,accurately representthe personal views of theanalyst(s) and Chief Economist whose
names are given at the beginning of the report. No part of the compensation of the analyst(s) and Chief Economist mentioned at the beginning of this report is, or will be,
relatedtothe views or recommendations(s) giveninthisreport.
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¢ Thecompensation of the analyst(s), and/or Chief Economist, mentioned at the beginning of this report is not linked to the recommendations, forecasts, estimates or opinions
expressed inthisreport, nortocommissions or spreads or other gains generatedintrading securities, whether coveredinthisreport or not.

¢ Thisreportisproducedby the Research Department of Coronation Merchant Bank and may be used, afterits publication, by other departments of Coronation Merchant Bank
for advisory or trading purposes, or otherwise for the assessment of companies and securities. However, it is the policy of Coronation Merchant Bank that no department
influencesthe opinions,estimates,forecastsorrecommendations of the Research Department, noris privytothecontentsorrecommendations of the Research Department's
reports and recommendations ahead of their publication. It is also the policy of Coronation Merchant Bank that members of the Research Department are not privy to
knowledge of advisory mandates, or other fiduciary relationships, engaged in by other departments. Coronation Merchant Bank, its directors, contractors and staff, and
its subsidiariesand affiliatesandtheir directors,contractors andstaff,and connected parties,may have positionsinthesecurities covered by thisreport,andmay have advisory
and/or other fiduciary relationships with companies coveredinthis report. Assuch, thisreport should not be considered free from bias.

¢ Byaccepting this document, you agree to be bound by all the preceding provisions. 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 without the written
consent of Coronation Merchant Bank.
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