GHANA | MACROECONOMIC UPDATE | INFLATION | INSIGHTS e

FUNDAMENTALS

GHANA'S JUNE 2025
INFLATION:

CPI Nosedive; Bond
Bulls Back In Play




Ghana | Macroeconomic update | Inflation | Insights

Economist & Head, Insights
Courage Kingsley Martey
+233 308 250 05!

Courage.martey@ic.africa

IN BRIEF

® A stronger-than-expected pass-through of Cedi appreciation fuels inflation dive. Ghana's June
2025 inflation plunged to 13.7% y/y (vs. 18.4% prior), beating our 16.0% expectation and marking the
lowest level since December 2021 as favourable exchange rate pass-through calmed price pressures.
The surprise 470bps drop largely resets inflation to pre-crisis territory, paving the way for a deep cut in
the policy rate in July and the Treasury's return to bond issuance in late-302025. The disinflation was
broad-based across food (16.3% y/y | -650bps) and non-food (11.4% y/y | -300bps) with core inflation
(8.3% y/y] dropping to single digit for the first time since October 2021.

®  We trim our end-2025 inflation forecast, but fuel levy and electricity tariff risks linger. On the
back of the stronger pass-through of Cedi appreciation, a steeper-than-expected June disinflation and
anticipated strong crop harvest in 302025, we revise our end-2025 inflation forecast range to 10.3% -
12.3% (midpoint: 11.3%), down from 11.8% - 13.8%. We see scope for further disinflation on the back of
favourable base effect in 402025, raising the possibility of single-digit inflation by year-end. However,
we opt to stay cautious due to potential risk from major electricity tariff hike in 402025 and expected
start of the suspended GHS 1.0/litre fuel levy on 16 July 2025.

® Weraise our expected cut in the policy rate to at least 300bps, with a cautious eye on tariff risk
and continued FX stability. \We now expect the Bank of Ghana to cut the policy rate by at least 300bps
at the July 2025 MPC meeting, up from our earlier call for at least 200bps cut, as a sharp rise in the real

policy rate to 14.3% and core inflation back in single digits boost our dovish sentiment.

®  Disinflation sets the stage for Treasury bond comeback. \We expect the sharp decline in inflation to
provide a catalyst for bond market rally and drag secondary market yields to the mid-teens, paving the
way for a Treasury domestic bond issuance by late-302025. With our estimated modified duration of
3.6 - 4.6 for the 2031 - 2038 tenors, we expect greater price sensitivity and rally across this maturity
spectrum, making them prime candidates for potential re-opening offers.
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A jaw-dropping disinflation anchored on FX

Headline inflation came in sharply below our estimate for June
2025, reflecting a stronger-than-expected pass-through of the
recent appreciation of the Ghanaian Cedi and deepens our dovish
expectation for the July MPC meeting. Annual inflation nosedived
470bps to 13.7% year-on-year, better than our forecast 240bps
decline for June 2025. This pulls the annual headline rate to its
lowest level since December 2021, largely resetting CPI inflation
to its pre-crisis territory and setting the stage for the much-
anticipated Treasury return to domestic bond issuances.

The disinflation was broad-based across food and non-food with
core inflation plummeting to 8.3% y/y (-11.3pp), representing the
first single digit core inflation since October 2021. This indicates a
markedly lower underlying inflationary pressure than suggested
by the headline rate and emphasizes the potential for a deeper
cut in the policy rate on 23 July 2025.

The month-on-month momentum was more benign, delivering a
surprise deflation (-1.2% m/m) against our projected inflation of
0.8% m/m. Overall, we attribute the sharp disinflation to the
strong appreciation of the Ghanaian Cedi in May 2025, which took
the 1H2025 USDGHS performance to +42.0% and triggered actual
price declines across the CPI basket.

Food inflation was the main downside catalyst, decelerating by
650bps to 16.3% y/y as 14 out of the 15 sub-classes witnessed
sharp disinflation. Price inflation for the heavy-weight vegetables
& tubers moderated for the 6™ consecutive month to 13.0% y/y.
even ahead of the seasonal harvest in 302025. With the Cedi's
sustained stability and our expectation for a favourable crop
harvestin 302025, we foresee further downside for food inflation
in the months ahead as price outlook for imported and locally
produced food items appears contained.

DISAGGREGATED CONSUMER PRICE INFLATION
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Non-food inflation declined for the 8" consecutive month to
4% y/y, the lowest level since November 2021, as a 330bps
upsurge in inflation for housing & utilities (24.9% y/y) was

outweighed by sharp disinflation across 10 out of the 12 divisions
of non-food inflation. Notably, transport prices deflated (-8.5%
y/y) on the back of a15.2% y/y and 12.7% y/y decline in prices of
petrol and diesel, respectively, due to the favourable impact of
lower exchange rate on imported energy products.

We now expect end-2025 annual inflation slightly below our
prior forecast lower band on the back of stronger-than-
expected Favourable FX pass-through, baring shocks from
major utility tariff hike in 402025. In view of the better-than-
expected outcome in annual inflation on the back of favourable
exchange rate pass-through, we lower our end-2025 forecast
inflation to between 10.3% - 12.3% (midpoint: 11.3%) from our
prior 11.8% - 13.8%. We expect the upcoming crop harvest in
302025 and a favourable base effect in 402025 to fan the
disinflation flame in 2H2025 with a slight possibility to land on a
single digit in the 9.0% area by FY2025. However, our anticipation
of a major hike in electricity tariff in 402025 and introduction of
the suspended GHS 1.0/litre fuel levy on 16 July 2025 keeps us
cautious on the pace of disinflation. For July 2025, we forecast a
100bps decline in annual inflation to 12.7% with the 245%
electricity tariff hike and closed fishing season for industrial
trawlers as key upside risks.

We maintain a dovish outlook for the July MPC meeting,
raising our expected cut in the policy rate to at least 300bps from
our initial anticipation of at least 200bps cut. With the real policy
rate widening to 14.3% in June (vs 9.6% in May] and core inflation
firmly in single digit, we think the MPC has room for a deeper cut
beyond our revised call. However, we opt to stay cautious on the
expected dovishness in order to consolidate FX stability and avert
a second-round effect from likely higher fuel levy in 302025.

The domestic bond market is on track to witness a return of
Treasury bond offers. We view the sharp disinflation as a
renewed catalyst for a price rally on the domestic bond market
with yields likely plunging further towards the mid-teens to open
an issuance window for the Treasury by late-302025. Given an
estimated modified duration of between 3.6 - 4.6, we see greater
price sensitivity and rally across the 2031 - 2038 tenors with a
likely re-opening offers across this maturity spectrum.

INFLATION AND POLICY RATE PATH
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