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IN BRIEF

® Annual CPlinflation declined for the third consecutive month in June 2024, edging down by
30bps to 22.8% year-on-year (vs the median expectation of 22.5%). On a sequential basis,
headline inflation also came in 38bps lower at 2.9% m/m in June 2024. We drilled deeper
into the CPI data and observed that the sluggish disinflation in June 2024 was underpinned
by the impact of seasonality in prices of agrarian products as lean supply in the planting
season propelled food prices.

o Although our disinflation expectation was realized, the magnitude of decline was more
sluggish (-30bps) than we had projected for the annual print (-120bps). Specifically, the
realized decline translated into only 25.0% of our forecast disinflation for June 2024 and
represents the third consecutive month of slower-than-expected disinflation. This
emphasizes the elevation in Ghana's inflation profile, which suggests a canary in the coal mine
against the authorities’ year-end inflation target of 13.0% - 17.0% under the IMF's Monetary
Policy Consultation Clause.

) While we stress that it may be premature to judge the risk of protracted divergence between
food and non-food inflation as observed between May and July last year, we are equally
minded by the impact of seasonality in food prices. We note that the annual closed fishing
season commenced on 01 July 2024 with a one-month observance for artisanal fishing and
two months for industrial trawlers. This could sustain the price pressure for fish & other
seafood in July before easing slightly in August 2024.

® For non-food inflation, the implementation of new utility tariffs and higher ex-pump
petroleum prices with effect from Ot July 2024 will pose a double whammy of upside risk
to annual and monthly inflation. During the second quarter utility tariff review, the sector
regulator indicated that the electricity tariff hike of between 3.45% and 5.84% will still leave
a revenue under-recovery of GHS 906.2mn to be recovered in subsequent quarters. In our
view, this raises the upside risk to inflation in 2H2024, subject to downward pressure from
food harvest in late-302024. Against this backdrop, we raise our FY2024 annual inflation
Forecast by 340bps to between 19.3% - 21.3%.
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A lethargic disinflation

Annual CPI inflation declined for the third consecutive month in
June 2024, edging down by 30bps to 22.8% year-on-year (vs the
median expectation of 22.5%). On a sequential basis, headline
inflation also came in 30bps lower at 29% m/m in June 2024.

We had anticipated the cooling impact of favourable base effect
to stretch into the June 2024 CPI print against the backdrop of
last year's tax measures, the impact of which has fully decayed in
the consumer price index. While this disinflation expectation was
realized, the magnitude of decline was more sluggish (-30bps)
than we had projected for the annual print (-120bps). Specifically,
the realized decline translated into only 25.0% of our forecast
disinflation for June 2024 and represents the third consecutive
month of slower-than-expected disinflation. This emphasizes the
elevation in Ghana's inflation profile, which suggests a canary in
the coal mine against the authorities’ year-end inflation target of
13.0% - 17.0% under the Monetary Policy Consultation Clause.

We drilled deeper into the CPI data and observed that the sluggish
disinflation in June 2024 was largely underpinned by the impact
of seasonality on prices of agrarian products as lean supply in the
planting season propelled food prices.

Food inflation unexpectedly soared by 140bps to 24.0% year-on-
year in June 2024, having declined sharply by 420bps in the prior
month. The disaggregation revealed disinflation for 10 out of the
15 sub-classes of food inflation, indicating favourable base effect
despite the impact of FX pass-through to these largely imported
food items. For the other five sub-classes which recorded upturn
in inflation, we opine that the prices of these food items are the
most susceptible to the prevailing lean supply season. Notably, we
observed inflation uptick for vegetables & tubers (42.2% y/y |
+430bps), fish & other seafood (26.2% y/y | +460bps) and fruits
& nuts (43.3% | +860bps). We also believe the domino effect of
higher transport cost and poor distribution network exerted more
upward pressure with the latter as a lingering structural issue.

DISAGGREGATED CONSUMER PRICE INFLATION
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Non-food inflation surprised to the downside as it posted a
sharper-than-expected deceleration of 200bps to 21.6% y/y with
all its 12 sub-classes witnessing a cool-off in price pressures. We
observed a 130bps and 90bps decline in inflation for transport
(19.0% y/y) and utilities & housing (26.0% y/y), respectively. This
outcome pleasantly surprised us given the recent transport fare
hikes in late-April 2024 with initial impact in the May 2024 CPl and
expected spillover into June. This also came against the backdrop
of a 17.3% and 18.5% y/y increase in petrol and diesel prices,
respectively, as of the June 2024 CPI data collection window.

An early warning sign of exceeding the year-
end upper target of 17.0%

Instructively, the June inflation print also revealed emerging signs
of divergence between food and non-food inflation akin to what
we observed between May and July last year. This could embed
some stickiness in the annual inflation in 2H2024, especially
having enjoyed a favourable base in the like period of 2023.

While we stress that it may be premature to judge the risk of
protracted divergence, we are equally minded by the impact of
seasonality on food prices. We note that the annual closed fishing
season commenced on OFt July 2024 with a one-month
observance for artisanal fishing and two months for industrial
trawlers. This could sustain the price pressure for fish & other
seafood in July before easing slightly in August 2024.

For non-food inflation, the implementation of new utility tariffs
and higher ex-pump petroleum prices with effect from 01 July
2024 will pose a double whammy of upside risk to annual and
monthly inflation. During the recent utility tariff review for July -
September, the sector regulator indicated that the electricity
tariff hike of between 3.45% and 5.84% will still leave a revenue
under-recovery of GHS 906.2mn to be recovered in subsequent
quarters. In our view, this raises the upside risk to inflation in
2H2024, subject to downward pressure from food harvest in late-
302024. Against this backdrop, we raise our FY2024 annval
inflation Forecast by 340bps to between 19.3% - 21.3%.

EXCHANGE RATE AND PETROLEUM PRICE DYNAMICS

160 . BOG Reference Rate - USDGHS (LHS) - 240
@ Petro| Price (GHS/Litre) - RHS
s [iesel Price (GHS/Litre) - RHS

NN AN D MM MMOMOMOMOMOMOM I S S
h )
> (e e} = — > C©c 5 o > O c QO - 3 > 5
3 8 5§82 08529838588 575 -
ZOoOn L T <I<s H TP ounu=Zz0n LTI H

SOURCE: GOIL, BANK OF GHANA




T

For more information contact your IC representative

Business Development & Client Relations

Derrick Mensah

Head, Business Development
+233 24 415 5765

derrick. mensah@ic.africa

Corporate Access

Joanita Hotor
Corporate Access
+233 50137 6100
joanita.hotor@ic.africa

Kelvin Quartey

Analyst, Business Development
+233 57 6042802
Kelvin.quartey@ic.africa

Dora Youri

Head, Wealth Management
+233 23 355 5366
dora.youri@ic.africa

Insights

Courage Kingsley Martey Churchill Ogutu
Head, Insights Economist

+233 240 970 832

courage.martey@ic.africa

+254 711796 739
churchill.ogutu@ic.africa

Lydia Adzobu Emmanuel Dadzoe
Senior Analyst, Financial Sector Analyst, FMCG, OMC, Telecoms
+233 24 656 8669 ++233 30 825 0051
) Lydia.adzobu@ic.africa Emmanuel.dadzoe@ic.africa
Investing
Isaac Adomako Boamah Obed Odenteh Timothy Schandorf
Chief Investment Officer Portfolio Manager, Fixed Income Portfolio Manager, Risk Assets
030 225 2623 +233 54 707 3464 +233 24 292 2154
isaac.boamah@ic.africa obed.odenteh@ic.africa timothy.schandorf@ic.africa
Herbert Dankyi Clevert Bpateng
Portfolio Manager Analyst, Risk Assets.
+233 55 710 6971 +233 24789 0452
herbert.dankyi@ic.africa Clevert.boateng@ic.africa

Operations

Nana Amoa Ofori

Chief Operating Officer
+233 24 220 6265
nanaamoa.ofori@ic.africa

Trading

Emmanuel Amoah

Fund Administrator

+233 20 847 2245
emmanuel.amoah@ic.africa

Kelly Addai

Fund Accountant
+233 20 812 0994
kelly.addai@ic.africa

Randy Ackah-Mensah
Head, Global Markets
+233 24 220 6265
randy.mensah@ic.africa

Terms of use - disclaimer - disclosure

Allen Anang

Trader, Equities
+233 54 084 8441
allen.anang@ic.africa

Daniel Asante

Trader, Fixed Income
+233 55 285 7164
daniel.asante@ic.africa

This communication is from the Insights desk of IC Asset Mangers (Ghana) LTD, a member of IC Group (IC). The message is for information purposes only and it is subject to change as it is only
indicative and not binding. It is not a recommendation, advice, offer or solicitation to buy or sell a product or service nor an official confirmation of any transaction. It is directed at both professionals
and retail clients. This message is subject to the terms and conditions of IC Group. IC is not responsible for the use made of this communication other than the purpose for which it is intended, except
to the extent this would be prohibited by law or regulation. All opinions and estimates are given as of the date hereof and are subject to change. IC is not obliged to inform investors of any change
to such opinions or estimates. The views are not a personal recommendation and do not consider whether any product or transaction is suitable for any particular type of investor.




