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A Moderation in Sight?

Headline Inflation Accelerates to 33.20% YoY in March 2024

Yesterday, the National Bureau of Statistics (NBS) published the Consumer
Price Index (CPI) for March 2024. Headline inflation sustained its upward
trajectory, climbing 150bps to 33.20% Year-on-Year (YoY), up from 31.70%
YoY recorded in February 2024. This was driven by significant increases in
its two (2) main subcomponents: food (+209bps to 40.01% YoY) and core

(+77bps to 25.90% YoY) inflation. On a Month-on-Month (MoM) basis, the



headline inflation declined slightly by 10bps to 3.02% MoM compared to
3.12% MoM in February 2024. This fall in headline inflation was driven by a
decrease in food (-18bps to 3.62%) inflation. Conversely, core inflation rose
by 37bps to 2.54% MoM. Excluding insecurity, which negatively impacts food
production and supply, decrepit infrastructure across the country impedes

growth and contributes to the persistent food inflation on a YoY basis.

Chart 1: One-Year Trend in Food, Core and Headline Inflation
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Food Inflation

In March 2024, food inflation remained stubbornly high, surging by 209bps
to 40.01% YoY up from 37.92% YoY in February 2024. This spike was driven by
increases in Imported food (+ 309bps to 32.89% YoY), Farm Produce
(+210bps to 39.10% YoY), and Processed Food (+209bps to 40.28% YoY).
However, there was a slight dip in food inflation on a monthly basis,
decreasing by 18bps to 3.62% MoM compared to 3.79% in February. The
reduction in food inflation was partly driven by an uptick in food supply,
supported by directives from the federal government which included the

opening of borders connecting with neighboring countries that are food



import destinations. Consequently, there was a slight decline in farm
produce (-18bps to 3.43% MoM) and processed food (-11bps to 3.67% MoM)
in March 2024.

Core Inflation

In March 2024, core inflation escalated by 77bps to reach 25.90% YoY
(compared to 25.13% YoY in February 2024). This upswing was primarily
driven by substantial upticks in Alcoholic Beverages, Tobacco & Kola
(+118bps to 20.47% YoY), Restaurant & Hotels (+199bps to 27.13% YoY), and
Furnishings & Household Equipment Maintenance (+16bps to 17.17% YoY).
Similarly, on a month-on-month (MoM) basis, core inflation surged by
37bps to hit 2.54% in March (vs. 2.17% MoM in February). This increase was
fueled by a rise in Education (up by 82bps to 3.05% MoM) and Restaurant &
Hotels (+82bps to 3.05% MoM).

Outlook

Government efforts to boost food supply, including grain provision and
agricultural investment, should help sustain the recent decline in monthly
food inflation. The entry of Dangote Refinery into the diesel market could
put downward pressure on diesel prices, potentially contributing to a
moderation of overall inflation in April 2024. With a record high monetary
policy rate of 24.75%, and the foreign exchange (FX) market showing signs
of stabilization with the Naira gaining against the Dollar; the combined
efforts by the Central Bank of Nigeria (CBN) and the Federal Government

are expected to lead to a moderation of inflation in April 2024.
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