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The monster lingers on as Jul-23 headline print increases for the third 

consecutive month to 43.1%; month-on-month figures give mixed signals 

For the third consecutive month since May-23, Ghana's year-on-year headline 
inflation increased by 60bps from Jun-23 to 43.1% y/y in Jul-2023, sustaining the 
simmering underlying inflation pressures.    

Food inflation continued higher, climbing to 55% y/y in Jul-23 (+80bps from Jun-
23), with the food and non-alcoholic beverages division alone contributing 
54.5% to the July-23 overall inflation print. Four sub-classes of the food basket, 
comprising vegetables, readymade foods, cereals, and fish & sea foods, with a 
combined weight of 32.9% recorded average inflation rates of 52.10% in Jul-23, 
remaining the main drivers of inflation from the basket.  

Non-food inflation, on the other hand, changed course for the first time in eight 
(8) months, creeping 40bps higher to 33.8%. On a month-on-month basis, the 
inflation outturn was mixed. Whereas the overall and non-food inflation 
reversed course after just one month of decline and increased by 40bps and 
80bps to 3.6% and 3.4%, respectively, food inflation inched 10bps lower to 
3.8%, reflecting the contrasting forces underlying the run of inflation. 

The July 2023 inflation numbers justify the Monetary Policy Committee's 
decision to raise the policy rate by 50bps to 30% following a slightly higher 
elevated profile, which the committee fears could become embedded in 
underlying inflationary pressures. The resurgent food price pressures, its lagged 
impact, and the lagged effects of the revenue measures and tariff adjustments 
underpin the simmering price pressures despite the relative stability from the 
cost-push drivers of inflation.    

Analysis of Inflation and Implications for Interest Rates and Monetary Policy  

It appears the simmering inflationary pressures will linger for a while: Food 
inflation remains a major risk to the overall inflation outlook. The contribution 
of the food basket to overall inflation averaged 55% since Nov-23 and remained 
above the national average. While the imminent main crop harvest season 
could moderate the price pressures from the food basket over the next two 
inflation windows, the second-round effects of soaring food price pressures 
since May-23 and the proposed quarterly utility tariff adjustment pose an 
inflation risk. From our simulations, the pace of inflation could quicken in Aug-
23 if the anticipated price boost from the 2023 main crop harvest season 
underwhelms. 

Implications for monetary policy and interest rates: At 30%, the monetary 
policy rate is already high, and the monetary policy stance is sufficiently tight, 
which limits the scope for further monetary policy tightening. While the MPC is 
open to further tightening if inflation threatens a spiral, the impact of such a 
move in reining inflation will be limited and may further stifle growth, especially 
under fiscal consolidation. The frontloaded fiscal consolidation efforts ongoing 
are a welcome development and fall in line with the Central Bank’s call for a 
complementary fiscal policy stance to rein in inflation. However, a further surge 
in the July inflation print could warrant another 50bps to 100bps hike in the 
policy rate in Sept-23. Thus, nominal interest rates could remain elevated 
through Q3-2023.  

 

 

Figure 1: Dynamics of headline inflation   

 

  Source: GCB Capital Research | Ghana Statistical Service | Bank of Ghana 

Figure 2: Inflation and the Monetary Policy Stance  

 

 

Figure 3: Month-on-Month disinflation trend stalls, 

reflecting the impact of new revenue measures. 
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Disclaimer  
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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