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CBN MPC Raises toMPR  26.25%: 
Hawkishness Persists as Inflation 
Fears Wax Stronger.

A Market Intelligence and
Strategic Advisory Group Report

In its most recent meeting on May 21, 2024, the Central Bank of Nigeria (CBN) 
Monetary Policy Committee (MPC) continued a hawkish stance by raising 
the monetary policy rate by 150 basis points to 26.25% from 24.75%. The 
decision follows recently released inflation data, which revealed that 
Nigeria’s inflation rose to 33.65% in April 2024 from 33.20% reported in March 
2024 ( ).see illustration
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Reactions from the Previous Rate Hike.

Proshare analysts projected that the naira 
would appreciate after the rate hike in March 
2024. The analysts also noted in the Proshare 
March 2024 Inflation commentary that even 
though the naira would appreciate, the 
appreciation would not be enough to curb 
inflation while households would continue to 
face sticky prices in the coming months. The 
actual outcomes and reactions in the 
precedin g m onths  a l ign ed with  our 
projections.
The market witnessed heightened activity in 
the fixed-income market as the monetary and 
fiscal measures aimed to mop up liquidity. 
Bond auctions supported the government's 
clearance of about N4.83trn ways and means 
advances of the federal government.
Businesses faced high borrowing costs as real 
interest rates remained negative at -8.94% in 
April 2024 from -8.45% in March 2024.
Proshare analysts observed that the real value 
of household minimum wages declined by 
over 60% ( ).see chart 1

Chart 1:
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Generally, the previous policy rate hikes remained 
ineffective in curbing inflation growth. In the 
coming months, we believe inflation will remain 
elevated through the rest of Q2, 2024, a period we 
believe also holds a gloomy growth outlook due to 
constrained investment activities by businesses. 
The real value of household wages will decline 
further as high borrowing and production costs 
will increase prices of goods and services. 
Investors' appetite for fixed-income assets will 
increase as they seek higher gains on investments 
in the asset market ( ).see chart 2
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Chart 2: 

Closing thoughts: Was a Hike Necessary?
The current 150 bps hike has come on the heels of 
marginal gains from the last rate hike. Notably, it 
complemented the month-on-month (M-o=M) 
inflation growth, which declined for the third 
consecutive time in the past three months, falling 
to 2.29% in March 2024 from 3.02% in April 2024. 
This resulted in inflows that saw over 20% 
appreciation of the naira in April 2024 to 
complement the marginal gains witnessed in 
March 2024. A period in which the naira became 
the best-performing currency in Africa only to 
return to the path of becoming the worst-
performing currency in Africa going into May 
2 0 2 4 .  N o t a b l y ,  i n fl a t i o n  h a s  r e m a i n e d 
uncontrolled since the last rate hike.

Proshare analysts note that the 150bps rate hike 
can best be seen as a necessary monetary policy 
measure to curb inflation; however, it will not be 
sufficient if stability is to return. Analysts believe 
the rate hikes are as ineffective as a dog chasing its 
wagging tail. Higher rates cause higher inflation, 
which will prompt higher rates, resulting in a self-
fulfilling prophecy of higher inflation. According to 
a Proshare analyst, ‘running around in circles is a 
good cardiovascular exercise, but it may not seem 
useful in getting from one point to another on a 
distant journey’ ( ).see table 1
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20. CBN Defers September 2023 MPC Meeting, to 
Announce a New Date.
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Advice To Users of This Report.
Proshare, founded in 2006, is a trusted professional 
practice and financial information hub dedicated to 
serving as a critical bridge between the markets, 
investors, regulators, and stakeholders. By delivering 
credible, reliable, and timely engagements, we assist 
the marketplace to shape thought-led conversations 
premised on evidence-based insights that hold the 
firm accountable collaboratively.

Proshare does not guarantee any results or investment 
returns based on the information contained in this 
report. Although we have used our best efforts to 
provide the most accurate information, we do not 
promise verbally or in writing that you will earn a profit 
when or if you use the information contained therein 
and/or take the actions that might have been 
prescribed here by the author or our analysts, any 
reliance you place on our content for decision making  
is at your own risk   Reports often contain complex 
technical language, kindly seek expert analysis or 
expert opinions to help interpret the findings 
accurately. Context is key, and understanding is 
essential to grasp the report's true implications. We 
encourage our discerning readers to seek additional 
education and insights as you navigate the 
complexities of the report. As consumers of news and 
information, we play a role in responsible reporting, be 
cautious of spreading unverified or misleading 
information about the report's contents or corporate 
entities mentioned in the report. 

Copyright 

Practice Ethos and Disclaimer 

The copyright of the materials in this report belongs to 
Proshare Nigeria Ltd. While we encourage the 
dissemination of our work, permission to reproduce or 
republish any portion of the report should be directed 
to the office of the MD/CEO of Proshare Nigeria Ltd. This 
work is licensed under the Trademark and Copyrights 
Laws of the Federal Republic of Nigeria and is 
registered accordingly at the National Library and 
other relevant agencies. Proshare's Reports are critical 
to its education, empowerment, and enlightenment. It 
is designed to provide market impact commentary on 
economic, financial, and business developments. 
While the partners and acknowledged references are 
responsible for their work, the report issued is designed 
to document facts.

Creation Date
This report was published on May 23, 2024, and is based 
on the best publicly available information at that time. 
The PDF version was created on May 23, 2024. For 
comments, feedback, and updates, kindly send us an e-
mail via . Thank you.research@proshare.co
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