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Taxes and Festive Season Cause Uncertainty

in Inflation Outlook
* Y-0-Y CPl declined from 7.8% in Aug-19 to 7.6% in Sept -19

» Alcoholic Beverages, Tobacco and Narcotics (12.2%) and
Housing, Water, Electricity, Gas and Other Fuels (10.0%)
were the key drivers of September’s inflation.

* PPl waned by 0.5% from 10.7% in Aug-19 to 9.7% in Sept-19
Highlights

The year-on-year inflation rate as measured by CPI was 7.6% in
Sept-19, a drop of 0.2% from 7.8% in August 2019. Inflation is
currently below the midpoint of BoG’s 6%-10% target band. Inflation
dropped 0.1% month-on-month. The drop in inflation was due to the
change in prices of Alcoholic Beverages, Tobacco and Narcotics
(12.2%) and Housing, Electricity, Water, Gas and Other Fuels
(10%).

Non-food inflation continued to drop while food inflation trended
higher. Y-o0-Y inflation for the food and non-alcoholic beverages
was 8.5% in Sept-19, 0.3% higher than the rate recorded in Aug-19
while inflation in the non-food group declined from 7.4% in Aug-19
to 7.0% in Sept-19.

Greater Accra, Central, Upper West and Volta Region recorded
inflation rates above the national average of 7.6%. Greater Accra
Region recorded the highest inflation rate of 11.8% while Eastern
Region recorded the least inflation rate of 3.8%.

Y-0-Y PPI edged 0.5% lower to 9.7% in Sept-19 from 10.2% in Aug-
19. The producer price inflation in the Mining and Quarrying sub-
sector increased to 37.1% in Sept-19 from 36.5% in Aug-19. The
producer inflation for Manufacturing which constitutes more than
two-thirds of total industry decreased by 0.9% to record 4.9%. The
utilities sub-sector recorded 0.1% increase over the Aug-19 rate of
6.8%.

Outlook

Our outlook for inflation is negative given the increase in
Communication Service Tax (CST) and utilities in October 2019.
The Public Utilities Regulatory Commission (PURC) announced a
5.94% increase in the tariff for electricity and a 2.22% increase in
water tariffs for consumers starting this month.

We expect investors to increase positions in short term debt
securities due to inflation concerns.
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CPl vs. PPl vs. MPR

Consumer Prices
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Food Inflation
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This document is provided for informational purposes only and does not create any legally binding obligations on SIC Brokerage and/or its
affiliates (collectively “SIC Brokerage”).

The data contained in this document is based on material we believe to be reliable; however, we do not represent that the data is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in the document constitute our judgment as of the date of the
material and is subject to change without notice. There is no obligation to update, modify or amend this document or to otherwise notify the
recipient if information, opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The document
may not be reproduced or distributed, in whole or in part, without the express prior written approval of SIC Brokerage and/or its affiliates. The
document does not constitute investment advice and SIC Brokerage is not acting in a fiduciary capacity with respect to you or any other party.
Any offering of any security or other financial instrument that may be related to the subject matter of this communication (a “financial instrument”)
will be made pursuant to separate and distinct documentation (a “prospectus”) and in such case the information contained herein will be
superseded in its entirety by any such prospectus in its final form. In addition, because this communication is a summary only, it may not contain
all material terms and this communication in and of itself should not form the basis for any investment decision. To the extent that one has been
prepared, the recipient should consult the prospectus for more complete information about any proposed offer of any financial instrument.

Before entering into any transaction or making any investment decision the recipient is strongly advised to seek their own independent advice in
relation to any investment, financial, legal, tax, accounting or regulatory issues discussed herein. Further you should take steps to ensure that
you fully understand appropriateness of the action in the light of your own objectives and circumstances. You should also consider seeking
advice from your own advisers in making this or any other assessment. Analyses and opinions contained herein may be based on assumptions
that if altered can change the analyses or opinions expressed.

This communication and the information contained herein is CONFIDENTIAL and may not be reproduced or distributed in whole or in part
without the prior written consent of the company that prepared this communication. The distribution of this document and availability of these
products and services in certain jurisdictions may be restricted by law.

SIC Brokerage hereby specifically disclaims all liability for direct, indirect, consequential or other losses or damages, including, but not limited to,
loss of profits, that may arise from any reliance on the data, or for the reliability, accuracy, completeness or timeliness thereof, or for any delays
or errors in the transmission or delivery of the document.

ANALYST CERTIFICATION

We, SIC Brokerage, hereby certify (1) that the views expressed in this Research report accurately reflect our personal views about any or all of
the subject securities or issuers referred to in this Research report, (2) no part of our compensation was, is or will be directly or indirectly related
to the specific recommendations or views expressed in this Research report and (3) no part of our compensation is tied to any specific
investment banking transactions performed by SIC Brokerage or any other SIC company.

RATING RATIONALE

SIC Brokerage endeavors to provide objective opinions and recommendations. SIC Brokerage assigns ratings to its stocks according to their
notional target price vs. current market price and then categorizes them as Buy, Outperform, Hold, Underperform and Sell. The performance
horizon is one year unless specified and the notional target price is defined as the analysts valuation for a stock.

Buy: Above 15%;
Outperform: Between 5% and 15%;
Hold: Between 5% and -5%;
Underperform: Between -5% and -15%;
Sell: Below -15%;
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