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Economic worries mount as inflation hits near six-year high

® Inflation picks up to highest since August 2010

m Official data corroborate April PMI which
showed output prices rising at survey-record
pace

B Qutlook for economy remains uncertain

Nigerian inflation accelerated to the fastest in almost
six years during April, according to CPI figures
released earlier today by the National Bureau of
Statistics. Consumer prices rose 13.7% on an annual
basis, up from 12.8% in March. The latest pick-up in
price pressures was the sixth in as many months.

Apri’'s PMI data showed a similar trend. The PMI,
produced by Markit for Stanbic IBTC Bank, gathers
responses from around 400 companies and gives early
insight into the health of the private sector economy
each month. The latest survey pointed to a record
increase in selling prices, as well as a sharp rise in
purchasing costs.

Companies indicated that the weakness of the
currency and price rises linked to the scarcity of fuel
had been key factors behind inflation. The Nigerian
naira has been pegged against the US dollar since
March 2015, meaning that importers have struggled to
access foreign exchange. Though Nigeria is a major
producer of ail, it also relies heavily on fuel imports —
hence the recent shortages. A combination of these
factors has driven prices sharply upwards.

Rising prices pose dilemma for
policymakers

The surge in inflation leaves policymakers in a
quandary. With year-on-year GDP growth expected to
slow again when first quarter numbers are released on
May 21%, the central bank is faced with the task of
stimulating the economy and controlling inflation at the
same time.

The PMI has highlighted Nigeria’s torrid start to the
year. Output has fallen in each of the past three
months, while the rate of job creation eased to a record

Markit Group Limited | Registered in England and Wales | Company no. 4185146

16/05/2016

Nigeria CPI

yly % change
18%
16%
14%
12%
10%

8%

6%

4%

—— Consumer Price Index
2%
0%
Jan-06 Jan-08 Jan-10 Jan-12 Jan-14 Jan-16
Source: National Bureau of Statistics.

Nigeria PMI. Input Costs vs Output Prices
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Nigeria Output PMI vs GDP

PMI Output Index, sa, 50 = no change on prior month GDP yly % change

70 10%
GDP e Qutput PM|

65

60 5%
55

50 0%
45

40 -5%

Jan-14  Apr-14  Jul-14  Oct-14 Jan-15 Apr-15 Jul-15 Oct-15 Jan-16 Apr-16

Sources: Stanbic IBTC Bank, Markit, National Bureau of Statistics.

Continued...

compiled by markit



Markit Economic Research

markit

low in April. That said, new orders stabilised in the
latest period following two successive declines, helping
the headline index to post at the neutral 50.0 mark.

In March, the central bank chose to raise the base rate
by 100 basis points to 12% in an effort to nip
inflationary pressures in the bud. However, with other
factors at work, further policy tightening may instead
put the country’s near-term growth prospects at risk.
Needless to say, the next monetary policy
announcement, due on May 24" will be closely
watched.

Further information

For more information about the Nigeria PMI, please
contact economics@markit.com.
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