
August Inflation Report: Inflation Soars to 
20.52%, Highest Since 2005

What does this mean?
Higher inflation typically lowers peoples’ purchasing power, meaning you buy less
quantity of goods and services since your money has lost some real value.
Although, the recent hike in savings rate to 30% of MPR from 10% of the MPR
(4.2% from 1.4%) suggests that you will see a higher return on your savings,
considering inflation is over 20%, your real return remains negative. As a result,
you should consider investing in high-yielding fixed income investments that reduce
the impact of soaring inflation like mutual funds, which offer higher returns when
compared to a regular savings account.

How Can Investors Position?
Fixed Income Mutual Funds: Given the rising interest rate environment and an
anticipated increase in MPR at the upcoming MPC meeting, fixed income mutual
funds are positioned to deliver competitive returns, as the rates on bank
placements, commercial papers, and long-term government securities should trend
higher.

Invest in Stocks with High Dividend Return: The recent downturn in the stock
market presents a case for buying opportunities, particularly in fundamentally
sound stocks. As such, we recommend you invest in stocks with high dividend
return possibly above 7%. This help you prepare to benefit from the full-year
dividend for 2022 which will be paid in the first half of 2023. In the wake of the
persistent depreciations in the Naira, you can also choose to invest in dual listed
stocks (AIRTELAFRI & SEPLAT) that pay their dividends in dollars.
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Nigeria’s headline inflation hit 
20.52% YoY in August; 0.88% 
points higher than 19.64% in July. 
On a month-on-month basis, 
however, inflation moderated to 
1.77%, against 1.82% in July. 

In addition, food inflation rose to 23.12% 
YoY, while core inflation, which strips out 
the impact of food and energy prices, 
increased to 17.20% YoY.

What caused the rise in inflation in August

Insecurity and bandit 
attacks in food producing 
states.

Persistent depreciation in 
the Naira as well as FX 
liquidity issues.

Increased price of non-
regulated fuel (diesel) which 
is essential for heavy-duty 
trucks that transport goods 
across the states.

Low base effect

Food basket makes up over 50% of Headline 
Inflation
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