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IN BRIEF

® The CBN opts for continued caution over rate calibration. As anticipated in our May 2025 MPC
update, Nigeria's Central Bank held the policy rate steady at 27.5% during its July 2025 MPC
meeting, aligning with market expectations. The Committee also left all other monetary parameters
unchanged in a cautious resolve to anchor the emerging disinflation.

P Staying the policy stance will ensure progress on emerging disinflation. In our view, the inter-
meeting inflation data ahead of the July MPC meeting delivered mixed signals. Annual inflation fell
for two consecutive months to 22.2% in June while core inflation went up to 22.76% during the
June print. We believe the mixed inflation signal reinforced the case for holding the policy stance to
consolidate the disinflation trend.

o Authorities are bullish on continued disinflation but signalled caution ahead. \Without
providing specific rate guidance, the MPC noted that its latest projections indicate further
disinflation in the months ahead, supported by current tight monetary stance, stable FX, declining
petrol prices and moderation in food prices. We view the decision by Dangote refinery to cut petrol
prices for the domestic market and the recent Naira rally over the past 3-months as favourable for
the disinflation outlook. Nonetheless, we think the rise in core inflation highlights lingering
underlying pressures, which will reinforce the MPC's cautious stance until inflation risks abate and
the real policy rate rises meaningfully above the current level of 5.3%.
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Eyes on the trend, feet on the brake

As expected in our May 2025 MPC update and in line with market
expectation, the Monetary Policy Committee (MPC) of Nigeria's
Central Bank unanimously voted to keep the monetary policy rate
unchanged at 27.5% at its July 2025 MPC meeting. In addition to
staying still on the monetary policy rate, the MPC retained all
other parameters of monetary policy at their previous levels,
stressing the need to sustain the emerging disinflation trend.

The summarized decision of the MPC includes:

e Retained the Monetary policy rate (MPR] at 27.5%

e  Retained the asymmetric corridor around the MPR at
+500/-100 basis points

e Retained the Cash Reserve Ratio (CRR) of DMBs at
50.0% and Merchant Banks at 16.0%.

e Retained the Liquidity Ratio at 30.0%.

Staying the policy stance will ensure progress on emerging
disinflation. In our May 2025 MPC Note, we flagged the volatile
post-CPI rebasing outturn in annual inflation from January - April
as reflecting persistent inflation risk. While we expected the MPC
to be data-dependent, we opined that the incoming data ahead
of the July 2025 MPC would be insufficient to support a rate cut.

In our view, the two data points on annual inflation pre-July MPC
meeting provided mixed signals and strengthened the case for
retaining the tight monetary stance in order to consolidate the
steady progress on annual inflation. On a positive note, the inter-
meeting outturn in annual inflation showed a 149bps decline to
22.2% in June 2025 with the consecutive declines in annual
inflation boosting the prospect of re-anchoring inflation
expectations. However, the sequential rate reversed the two
consecutive months of decline in June 2025 as the month-on-
month rate edged up to 168% (vs 1.53% in May). This uptick did
not go unnoticed by the MPC, and likely tempered any dovish
sentiments at the Committee’s deliberations. With the Governor
citing the structurally high Naira liquidity from legacy financing of
Federal Government deficit via the CBN's “Ways & Means”
advances in the past, the MPC seems ready to sustain the tight
stance until durable progress is observed on disinflation.
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Authorities are bullish on continued disinflation but signalled
caution ahead. Without providing specific rate guidance, the MPC
noted that its latest projections indicate further disinflation in the
months ahead. The continued disinflation will be anchored by the
current tight monetary stance, stable exchange rate, declining
petrol prices, and moderation in food prices as the harvest season
approaches.

There are emerging disinflation tailwinds that could potentially
curb price pressures in the months ahead. We view the decision
by Dangote refinery to cut petrol prices for the domestic market
by 2.4% in early July to NGN 820/ litre, after a 4.5% reduction on
30 June, as favourable for disinflation. Furthermore, the Naira
has witnessed a sustained streak of modest appreciation since
May 2025 with a cumulative appreciation of 4.6% against the US
Dollar in the past three months.

We continue to observe strong commitment from the Central
Bank on FX market reforms and orthodox monetary policy. This
has steadily rebuilt forex reserve buffer to USD 40.1bn (9.5
months of import cover] as of 18 July 2025 and will anchor Naira
stability against external shocks. Although current crude oil
output remains below target of 2.08mbpd, the ongoing recovery
to 17mbpd in June 2025 (0.4% above Nigeria's OPEC quota and
+14.7% in BM2025) bodes well for FX earnings and Naira stability.

Despite the perceived disinflation tailwinds, we remain highly
cautious about the persistence of underlying price pressures as
reflected in the 48bps uptick in core inflation to 22.76% in June
2025. This will keep the MPC steady at the current policy stance
untilinflation risks sufficiently recede and the real policy rate rises
markedly from the current level of 5.3%.

USDNGN EXCHANGE RATE (I-YEAR TREND]

2000.0

17600.0

|

1400.0

1100.0

30-Jun-24

29-Jul-24

27-Aug-24
25-Sep-24
24-0ct-24 1
22-Nov-24
21-Dec-24 1
19-Jan-25 A
17-Feb-25
18-Mar-25 A
16-Apr-25
15-May-25
13-Jun-25 A

SOURCE: BLOOMBERG, IC INSIGHTS



https://mcusercontent.com/ecfabfe1cd3665abb989d9734/files/dfa220ce-94a0-1679-19fc-57f9c35e6cd3/21_05_25_Nigeria_039_s_MPC_Update__May_2025.pdf

e

For more information contact your IC representative

Investment Banking | Business Development & Client Relations

Derrick Mensah

Head, Investment Banking
+233 308 250 051
derrick.mensah@ic.africa

Kelvin Quartey

Analyst, Business Development
+233 308 250 051
Kelvin.quartey@ic.africa

Dora Youri

Head, Wealth Management
+233 308 250 051
dora.youri@ic.africa

Corporate Access g Insights k.
Benedicta Boateng Courage Kingsley Martey Churchill 0gutu
Corporate Access Economist and Head, Insights Economist
+233 308 250 05! +233 308 250 05! churchill.ogutu@ic.africa
Benedicta.boateng@ic.africa courage.martey@ic.africa
Kwabgna Ober\g Emmanuel Dadzoe
Associate, Equity Research Analyst, FMCG, OMC, Telecoms
+233308250051 ++233 30 825 005!
Kwabena.obeng@ic africa Emmanuel.dadzoe@ic africa
Investing
Obed Odenteh Herbert Dankyi Timothy Schandorf
Chief Investment Officer Portfolio Manager Portfolio Manager, Risk Assets
+233 308 250 051 +233.308 250 051 +233 308 250 051
obed.odenteh@ic.africa herbert.dankyi@ic.africa timothy.schandorf@ic.africa
Hannah Mate Clevert Boateng
Analyst, Risk Assets Analyst, Risk Assets.
+233 308 250 051 +233 308 250 051

Hannah.mate@ic.africa

Clevert.boateng@ic.africa

Operations
Nana Amoa Ofori Kelly Addai
Chief Operating Officer Fund Accountant
+233 308 250 051 +233 308 250 051
nanaamoa.ofori@ic.africa kelly.addai@ic.africa
Trading P
Allen Anang Johnson Asiamah Samuel Kwame OFori
Sales/Trader, Global Markets Trader, Equities Trader, Fixed Income
+233 308 250 051 +233 308 250 05 +233 308 250 051

allen.anang@ic.africa

Terms of use - disclaimer - disclosure

johnson.asiamah@ic.africa

Samuel.ofori@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.



mailto:johnson.asiamah@ic.africa

