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CPI Inflation Expectedly Increased Again in Jun-23 But at a Moderated Pace Figure 1: Dynamics of headline inflation

Ghana's year-on-year headline inflation climbed for the second consecutive month S _ )
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since May 2023, rising by 30bps to 42.5% y/y in Jun-2023. The Jun-23 inflation print 55% Food Inflation (%)
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While the lagged impact of recent utility tariff adjustments and the implementation 35%
of the revenue measures are expected to decay over time, they remain pronounced 30%
in the time being, as reflected in the 5.7 points increase in the CPI index for Jun-23. 25%
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The disaggregated numbers show that food inflation remains elevated, increasing OuL <5320 0u <520 00 <5000 <5
by 240bps (from May 2023) to 54.2% in Jun-2023. However, non-food inflation
continued to decline, easing to 33.4% y/y (-120bps from May-23), which sustained Source: GCB Capital Research | Ghana Statistical Service | Bank of Ghana
the widening disparity between the weightier non-food inflation basket and the
more price-inelastic food basket. However, we recorded a reversal in the month-on- Figure 2: Inflation and the Monetary Policy Stance

month (m/m) inflation trend for the first time in three (3) months across the
headline, food and non-food baskets. The m/m headline, food and non-food
inflation prints eased to 3.2% (-1.2% from May-23), 3.9% (-2.3% from May-23), and 60%
2.6% (-0.9% from May-23), respectively, departing from the uptick in m/m inflation
that followed the deflation in March-2023. We believe this trend reflects the waning 50% = Nominal Monetary Policy Rate
lagged impact of the immediate upside risks to inflation. === Headline Inflation
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Thus, the food basket remains the dominant driver of inflation and an immediate
source of upside pressure to general prices, accounting for 54.7% of the overall 30%
inflation print for June-2023 (the highest contribution in recent months) and ranks
among the top five divisions with inflation rates significantly above the national 20%
average.
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Analysis of the Inflation and Implications for Interest Rates and Monetary Policy 10%
While the disinflation process could resume in Jul-23, the food basket remains a 0%

significant source of price pressure: While the personal care & miscellaneous goods,
furnishing & household equipment, housing & utilities and the alcoholic beverages
& narcotics divisions continue to record inflation rates higher than the national
average, the disaggregated data shows inflation is easing across these divisions. Figure 3: Month-on-Month disinflation trend stalls,
Their contribution to the overall inflation print is also continuously declining,
underscoring the continued decline in non-food inflation. However, food prices
appear to be sticky, with the combination of seasonality effects and unfavourable
pricing dynamics keeping food inflation elevated. Thus, while we expected the
waning lagged impact of the revenue and utility tariff measures and the favourable 10%
base effects to reset inflation on the downward path from Jul-23 and reinforce low
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reflecting the impact of new revenue measures.
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inflation expectations, all things being equal, we flag the simmering food price 8% = M/M non-food inflation
pressures as a near-term upside risk to inflation, which could moderate the pace of 6%
disinflation.
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Implications for monetary policy: Despite inflation increasing cumulatively by
130bps over the last two months and the unyielding food inflation which remains a 2%
concern, we maintain that the reversal is temporary. Core inflation appears broadly

contained, and the balance of risks weighs more heavily on near-term growth than 0%
inflation amidst the stringent austerity environment. Additionally, interbank GHS 2%
liquidity levels are beginning to tighten, as reflected in the marginal increases in the

interbank interest rate over the last five weeks. Accordingly, we expect the -4%

Monetary Policy Committee to hold the policy rate at 29.50% in support of growth
and general economic activity as we expect the disinflation process to resume in Jul-
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This investor note has been prepared by the GCB Capital Research Team solely for information purposes and does not constitute any legally binding
obligations on GCB. Any views expressed are those of the Research Department. Any views and commentary in this investor note are short term views
of the GCB Capital Research team from which it originates and are not a personal recommendation and do not consider whether any product or
transaction is suitable for any investor.

Whilst the information provided in this document has been prepared by GCB Capital Research Team based on or by reference to sources, materials
that GCB Capital Limited believe are reliably accurate, CGB Capital does not guarantee its completeness or accuracy. The message is for information
purposes only as of the date hereof and are subject to change. It is not a recommendation, advice, offer or solicit the reader to buy or sell a product
or service. We do not accept any liability for losses (direct or consequential) which may arise from making use of this note or its contents or reliance
on the information contained herein.

All opinions and estimates are given as of the date hereof and are subject to change. GCB Capital Limited is not obliged to inform readers of any such
change to such opinions or estimates. This document does not purport to contain all the information that you may desire. In all cases, interested
parties should conduct their own investigations and analysis of the transaction described in the document and of the data set forth in the document.
It is recommended for interested parties to check that the information provided is in line with their own circumstances about any legal, regulatory, tax
or other specialist or technical advice or services, if necessary, with the help of a professional advisor. This document is confidential and may not be
reproduced or distributed in whole or in part without the prior written permission of GCB Capital Limited.
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