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IN BRIEF

Disinflation below the target reinforces policy credibility. Ghana ended 2025 with inflation falling to
54% in December (IC Insights forecast: 5.3%), marking the 12 consecutive monthly decline and an
18.4pp cumulative drop over the year. The year-end inflation outperformed both the Bank of Ghana's
medium-term target floor (6.0%) and the Treasury's year-end target (11.9%), underscoring a credible
return to macroeconomic stability. The disinflation remained widespread across food (4.9% y/y | -
170bps) and non-food (5.8% y/y | -30bps), reflecting the impact of complementary policy tightness,
fiscal intervention in agrarian supplies, Cedi strength, and lower energy prices.

Inflation nears the floor but we anticipate another decline in January 2026. \We noticed an uptick
in some food inflation sub-classes but attribute the rise to festive-related demand and expect the
pressure to be transitory. The softer VAT regime commenced in January 2026 while the end-2025 Cedi
appreciation helped to lower petroleum prices as 2026 takes off on a favourable note. While the higher
electricity and water tariffs pose a modest upside risk to inflation, we do not expect this upward pressure
to reverse the broader disinflation trend. We therefore expect annual inflation to ease further to 5.1% in
January 2026, while month-on-month inflation picks up to 1.5% due to tariff-related effects.

The MPC will remain in a dovish mood at the January 2026 meeting, kicking-off the year with
another policy rate cut. The real policy rate now stands at 12.6% (+90bps), giving the authorities clear
room to ease without loosening grip on monetary conditions. While the restrictive stance supports a
larger cut, we anticipate tariff risk and unfavourable base effect to underpin a gradualist approach.
Consequently, we expect between 108bps - 156bps cut in the nominal policy rate at the January MPC
meeting, lowering the policy rate to between 17.0% - 16.5% while maintaining the double-digit real rates.
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CPI breaks below target as policy scope widens

Ghana's annual headline inflation delivered a strong close to 2025,
declining by 80bps to 5.4% year-on-year in December (IC Insights
forecast: 5.3%). This marks the 12 consecutive monthly decline
in annual inflation and caps an 18 4pp cumulative disinflation over
the course 2025. The year-end outturn placed inflation 60bps
below the Bank of Ghana's medium-term lower bound of 6.0%
and a substantial 650bps below the Treasury's end-2025 target
of 11.9%. In our view, the sharp and broad-based nature of the
disinflation in 2025 underscores the scale and credibility of the
return to macroeconomic stability, strengthening the case for
further rate cut at the January 2026 MPC meeting.

We attribute the pronounced moderation in price pressures over
2025 to a confluence of supportive macroeconomic policies and
favourable external conditions. A firmly restrictive fiscal and
monetary stance, sustained fiscal intervention in agrarian supply
chains, and the sharp recovery in the Ghanaian Cedi combined to
suppress aggregate price increases in 2025. In December alone,
we note an 8.1% net appreciation of the Ghanaian Cedi against the
US dollar, reinforcing the year-long disinflation trend through
lower petroleum prices, softer transport inflation and offsetting
any festivities-related upsurge in spending pressure.

We note continued widespread disinflation across the CPI basket
with food and non-food, goods and services, as well as imported
and locally produced items experiencing lower inflation. We
believe the year-end currency-driven disinflation raises the
prospect of favourable pass-through to January 2026 CPI print.

Food inflation witnessed the sharpest decline, slowing by 170bps
to 4.9% year-on-year as softer price pressures for eight out of the
fifteen sub-classes tilted the balance of shift to the downside. A
modest increase in inflation for heavy-weight items such as
vegetables and tubers (11% y/y | +40bps) and fish and other
seafoods (11.3% y/y | +10bps) was outweighed by a sharp decline
in inflation for similarly-weighted ready-made food (7.5% y/y | -
310bps). A year-on-year price deflation of 2.9% for cereals (-
350bps) added further drag on headline inflation.

DISAGGREGATED CONSUMER PRICE INFLATION
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Non-food inflation fell more slowly by 38bps to 5.8% year-on-
year with seven out of the twelve divisions posting lower inflation
rates. Apart from the heavy-weight utilities, gas, and other fuels
which declined by 148bps to 11.8% y/y and personal care items
(8.3% y/y | -140bps), we observed modest declines in the other
non-food inflation rates. This suggests a likely bottoming of price
pressures and a shift to sustainability of stable prices. However,
the transport CPI showed further price deflation, sinking to -5.0%
y/yin December 2025 (vs -4.8% in November 2025) as Cedi gains
kept energy prices depressed relative to end-2024.

Inflation nears the floor but we anticipate another decline in
Janvary 2026. Although we noticed an increase in the number
of food inflation sub-classes that witnessed higher price pressure
in Dec-2025, we believe the uptick largely reflects festivities-
related spending pressure which should be transitory. The 190bps
reduction in Ghana's effective VAT rate to 20.0% took off on 02
January 2026, helping to numb price pressures across food and
non-food items (especially in formal markets). Petrol prices
nudged lower at the start of January 2026 and likely to stay
depressed year-on-year at least in 102026 with low global energy
prices and restrained USDGHS movements capping the upside.

However, the 9.86% and 15.92% respective hike in electricity and
water tariffs took effect in January 2026 with upside risk to the
CPI'which will partly offset the downside for inflation. Against this
backdrop, we forecast January 2026 annual inflation at 5.1% y/y
(-30bps) while the month-on-month rate rises to 1.5% (+60bps).

The MPC will remain in a dovish mood at the January 2026
meeting, kicking-off the year with another policy rate cut.
The real policy rate now stands at 12.6% (vs our forecast 12.7%),
preserving meaningful scope for policy easing without loosening.
While the highly restrictive monetary stance (reflected in the
double-digit real rate) argues for a deeper rate cut, we believe the
authorities will opt for a gradualist loosening of the policy stance.
We thus forecast a more modest cut of between 100bps - 150bps
in the nominal policy rate to between 17.0% - 16.5% to preserve
the double-digits restrictive stance at least through 102026.

INFLATION AND POLICY RATE PATH
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