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Mixed Inflation Trend across Advanced Economies

The inflationary trend was mixed across major advanced economies in recent
months. While inflation continued to ease in some economies, others registered
upticks. In the Eurozone, inflation fell to 2.20% in August 2024 from 2.60% in July,
owing to a sharp decline in energy costs and the high base effect. Similarly, inflation
in the US fell to 2.90% in July 2024 from 3.00%, primarily due to declining
commodity prices, lower energy costs, and a slowdown in job growth. However, the
UK’s inflation increased to 2.20% in July 2024 from 2.00% in June, driven by higher
housing and household services costs.

In August 2024, the Food and Agriculture Organization's (FAO) Food Price Index
(FFPI) continued its downtrend, settling at 120.70pts, compared to 121.00pts in July
2024. This decline was largely influenced by the decrease in the Meat (0.90% MoM),
Cereals (0.60% MoM), and Sugar (5.70% MoM) indices which outpaced the uptick in
the Vegetable oils (+1.00% MoM) and dairy products (+2.80% MoM) indices.
Similarly, the World Bank Commodity Index declined by 2.75% MoM to 104.70pts
from 107.60pts in July on the back of decreases in the energy (3.20% MoM) and
non-energy (1.86% MoM) indices.

Looking ahead, we anticipate a continued disinflation trend across some advanced
economies like the US and the Eurozone, hinged on lower commodity prices,
moderation of wage & labor costs, and falling energy costs. On the other hand, we
opine that inflationary pressures for the UK persist in the short term. This is hinged
on stronger-than-expected demand and elevated service costs. Hence, we
anticipate a temporary reversal in the previously witnessed disinflation trend.
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Chart 1: Global Food Prices Indices (pts)
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Source: FAO, Meristem Research

Chart 2: World Bank Commodity Price Data (Pink Sheet)
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Moderating Food Prices and High Base Effect Set to Temper Inflation | Chart 3: Inflation Rate (% YoY Change)

In the domestic economy, the headline inflation rate decreased by 79 bps to 33.40% ——All item ==—=Foo0d Core
YoY in July 2024, down from 34.19% YoY in June (to mark the first disinflation 55.00 -

observed since December 2022). This downturn is primarily attributed to a
decrease in the food index which fell to 39.53% YoY, down from 40.87% YoY
recorded in June (also marking the first decline since December 2022).

We attribute the deceleration in food inflation to the increased supply of key staple /

foods, which led to lower prices for items such as rice, tomatoes, and yam. -
However, the core inflation increased by 18bps to 27.47% YoY, owing largely to the
depreciation of the Naira during the month (6.87% MoM in July 2024 vs. 9.23% in
June).
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We anticipate a moderation in headline inflation in August 2024, driven primarily

by the high base effect from August 2023. Additionally, food inflation is
anticipated to decline, hinged on the continued supply of the staple food
mentioned earlier.

Source: NBS, Meristem Research
Thus, we expect:

Headline Inflation at — 32.40%, compared to 33.40% in July 2024,

In the same vein, we anticipate a slight fall in the core index for August 2024, also representing a 30.68bps decrease.

tied to the high base effect from the prior period. Furthermore, the relative
stability of the Naira during the month (the naira depreciated by 0.90% MoM

Food Inflati t—37.92%, .53% i 2024.
compared to 6.87% MoM in July) supports this outlook. geclojigtienlo o C LI N DRSS LT

Inflati t—26.539 27.47% i 2024.
Overall, we anticipate a further decline in the August 2024 inflation rate driven by Gereliigtenlg gficcmpsrecito % in June 20

the aforementioned factors. * Core Inflation - includes All items less farm produce and energy.
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COMMODITIES PRICE MOVEMENT

Rice (50kg)
Fish (carton)

Beans (50kg)
Egg

Tomatoes (Basket)

Garri (Bag)

Plantain
Yam (Tuber)
Noodles (carton)

Flour (50kg)
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praiseihansekhien@meristemng.com (+234 817 007 1512)
research@meristemng.com

Meristem Research can also be accessed on the following platforms:
Meristem Research portal: meristem.com.ng/rhub
Bloomberg: MERI <GO>

Capital 1Q: www.capitalig. com Reuters: www.thomsonreuters.com
ISI Emerging Markets: www.securities.com/ch.html?pc=NG FactSet: www.factset.com

Corporate websites:
www.meristemng.com
www.meristemwealth.com
www.meristemregistrars.com
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IMPORTANT INFORMATION: DISCLAIMER

Meristem Securities Limited (“Meristem’’) equity reports and its attendant recommendations are prepared based on publicly available
information and are meant for general information purposes only and it may not be reproduced or distributed to any other person. All
reasonable care has been taken to ensure that the information contained herein is not misleading or untrue at the time of publication;
Meristem can neither guarantee its accuracy nor completeness as they are an expression of our analysts’ views and opinions.

Meristem and any of its associated or subsidiary companies or the employees thereof cannot be held responsible for any loss suffered
by relying on the said information as this information as earlier stated, is based on publicly available information, analysts’ estimates
and opinions and is meant for general information purposes and should not be construed as an offer to buy or sell or a solicitation of an
offer to buy or sell securities or any financial instruments. The value of any investment is subject to fluctuations, i.e. may fall and rise.
Past performance is no guide to the future. The rate of exchange between currencies may cause the value of investment to increase or
diminish. Hence investors may not get back the full value of their original investment. Meristem Securities is registered with the
Securities and Exchange (SEC) and is also a member of The Nigerian Stock Exchange (The NSE). Meristem Securities’ registered office is
at 20A, Gerrard Road, lkoyi, Lagos, Nigeria. Website: www.meristemng.com; Email: research@meristemng.com. © Meristem Securities
Limited 2024.
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