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Highlights

Purchasing power across the Eastern Africa Region continues to be affected by the fallout of the conflict in Ukraine amongst other factors. The price of a local
food basket has increased by 49 percent over the past twelve months, with Somalia, South Sudan and Sudan continuing to record the most expensive food
baskets in the region (USD 31.8, 27.3 and 26.5, respectively).

Cereals and vegetable oils continued to push the cost of the food basket up, with Sudan recording a more than twofold increase in cereals prices since the
conflict in Ukraine started. Nutrient-rich food continue to be less affordable than a year ago, with Sudan recording a more than twofold increase in milk price
and Somalia recording a 44.5 percent increase in the cost of milk.

Between July 2021 and July 2022, the cost of fuel went up by 62 percent, adding to economic hardship for people already struggling with high food prices.
Burundi has continued to suffer from fuel shortages since the conflict in Ukraine broke out, which resulted into more than a twofold increase in fuel prices
compared to a year ago. The fallout of the conflict in Ukraine have also affected fuel prices in Somalia, which increased by almost 92 percent compared to a
year ago.

Sudan keeps on recording hyperinflation (125.4 percent in July 2022), whilst Ethiopia, Rwanda, Burundi, and Djibouti continued to record double digit inflation.
Soaring fuel and food prices coupled with a prolonged drought, accelerated the annual inflation rate in Kenya (8.3 percent, the highest rate since June 2017).

Except for South Sudan, all countries in the region recorded double digit food inflation in July 2022, stressing food is becoming less and less affordable. Average
regional food inflation stood at 27.9 percent, pushed up by Sudan (recording the highest food inflation rate in the region at 83.7 percent), Ethiopia (35.5 percent)
and Rwanda (32.7 percent). In Somalia food inflation was more than double than annual inflation.

Currencies across the region depreciated against the U.S. dollar between July 2021 and July 2022; with South Sudan and Ethiopia recording the highest year-
on-year depreciation in the official and parallel market. Kenya and Uganda also saw their domestic currencies losing value against the USD, however to a lesser
extent.

Short-Term Outlook (end 2022 - early 2023)

Good harvest in exporting countries and the lift of the Russian blockade of Ukraine’s ports have pushed global cereal prices down in the past two months; yet
prospects for 2023 are not favourable as export volumes of grains remain below 2021 level.

Global fertilizers prices have also moderated; yet the surge in natural gas prices (used to produce fertilisers) might affect affordability of agricultural inputs.
This, coupled with an anticipated fifth below average rainfall season is likely to disrupt harvests for the upcoming October-December season across most parts
of the Greater Horn of Africa - and worsen an already dire food security situation.

Declined imports of food coupled with reduced affordability of fertilizers in the context of a prolonged drought are likely to turn the current crisis of affordability
of food into a crisis of availability in 2023.
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|.  Overview of Global Food Prices’

FAO Food Commodity Price Index, July 2021-2022 The FAO food price index increased by 13.1 percent in July 2022

250 — compared to July 2021, with prices of dairy products, cereals and
y vegetable oils significantly contributing to the year on year (y-o-y)
200 S \ increase observed (up 25.4, up 16.6 and up 10 percent, respectively).
Vegetableois | terms of month-on-month (m-o-m) variations, decreasing
I — _7,_,_,,-7-7———7_,(?52?!; international prices of vegetable oils, cereals, and sugar pushed the
Meat FAO food price index down by 8.6 percent between June-july 2022 -
sugar  marking the fourth consecutive m-o-m decline. The decline observed
followed a sharp decrease in global wheat and maize prices (down 14.5
and 10.7 percent, respectively) due to seasonal availability from the
ongoing harvest in exporting countries and the resumption of grain
exports from Black Sea ports.
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- 2 & o 2 & = & s < = = - downward pressure on vegetable oil prices (down 19.2 percent
Source: FAO

between June-July 2020), marking the sixth consecutive monthly
decline. Dairy, meat, and sugar prices also decreased in the same time frame, however to a lesser extent (down 3.8, 2.5 and 0.5 percent, respectively).

Concerns around recession, good harvest in the northern hemisphere and the lift of the Russian blockade of Ukraine’s ports have pushed food prices down in July yet,
prospects for 2023 are not favourable. Despite more than 720,000 tons of grain have already left Ukraine, grain exports for the August-September period are likely to

be a fraction of normal?, suggesting reduced export volumes are likely to affect availability and affordability of imported grains in the upcoming months compared to a
year ago.

Fertilizers prices have also moderated; yet the surge in European natural gas prices (used to produce fertilisers) to all-time highs could affect affordability of agricultural
inputs. This, coupled with the return of La Nifia and the high chances of drier than average conditions for the October-December rainfall season is likely to disrupt
harvests? across most parts of the Greater Horn of Africa and worsen an already dire food security situation.

Declined imports of food coupled with reduced affordability of fertilizers in the context of a prolonged drought are likely to turn the current crisis of affordability of food
into a crisis of availability in 2023.

' The section is based on FAO Food Price Index. More information on the methodology is available here
2 Reuters, U.N. ship brings food relief from Ukraine to drought-hit Horn of Africa, August 30 2022
3 |GAD-ICPAC Statement from the 62nd Greater Horn of Africa Climate Outlook Forum (GHACOF62)
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https://www.fao.org/worldfoodsituation/foodpricesindex/en/
https://www.reuters.com/world/un-ship-brings-food-relief-ukraine-drought-stricken-horn-africa-2022-08-30/
https://drive.google.com/file/d/1YjrOfpaYvq00gYx7vReMWyQ-W1YMdt62/view
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l.  Annual and Food Inflation Developments
Purchasing power
continues to  be Annual inflation Food inflation
: . . . . 2022 2021 2022 2021
affected by higher  Annyal inflation and food inflation trends (July 2021-2022)

costs of living, with Jul Jun Jul Jul Jun Jul

average nnual | Burundi 00— T TR YV TRIMRTY

Rwanda

inflation rate across DJIbOUtI 20% = — 11.5% 11.5% -0.5% 25.6% 25.6% -3.1%
the region reaching Ethiopia L N | - o b
26.6 percent in July Kenya 10% -‘ 83% 79% 6.6% 153% 13.8% 8.8%
2022. 50% = —

19.6% 16.1% -1.1% 32.7% 26.1% -3.5%
77% 7.0% 47% 17.5% 16.9% 4.7%
64% 32% 11.7% 1.7% 23% 24.9%

125.4% 148.9%| 422.8% | 83.7% 106.1% 272.6%

Despite pressure on  Somalia 10%
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prices eased since the  gouth Sudan 0% @ o—
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March 2022 (marking siidaii 500%

a 5-month low), Sudan —

keeps on recording Uganda 10% — 79% 68% 2.1% 149% 13.0% 0.7%
hyperinflation (125.4  RBN ST —— 26.6% 31.2% 53.6% 27.9% 29.2% 38.9%
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and Djibouti

. Source: National Bureaux of Statistics.
continued to record

double digit inflation in July 2022 (33.5, 19.6, 19.1 and 11.5 percent, respectively).

Driven by soaring prices of fuel and food and non-alcoholic beverages amidst the global food crisis and a prolonged drought, the annual inflation rate in Kenya
accelerated for the sixth consecutive month (8.3 percent) in July of 2022 - the highest rate since June of 2017.

Except for South Sudan, all countries in the region recorded double digit food inflation in July 2022, stressing food is becoming less and less affordable. Average regional
food inflation stood at 27.9 percent, pushed up by Sudan (recording the highest food inflation rate in the region at 83.7 percent), Ethiopia (35.5 percent) and Rwanda
(32.7 percent). Similar to June, food inflation continues to exceed annual inflation, mainly in Kenya and Uganda, where with food inflation was almost more double than
annual inflation (15.3 vs. 8.3 percent for the former; 14.9 vs. 7.9 percent for the latter). In Somalia food inflation was more than double than annual inflation.
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In July 2022, the average per capita monthly price of a local
food basket reached USD 19.2 across the Eastern African
countries* - representing 49.1 percent increase from the same
month last year and 34.7 percent from pre-conflict levels.
Sudan and South Sudan recorded the highest increase
compared to pre-conflict levels (up 72.5 and 48.4 percent,
respectively); whilst Somalia, South Sudan and Sudan
continued to record the most expensive food baskets in the
region (USD 31.8, 27.3 and 26.5, respectively).

Cereals and vegetable oils continued to push the cost of the
food basket up, with Sudan recording a more than twofold
increase in cereals prices since the conflict in Ukraine started.
Price of beans also contributed to the overall increase
observed, mainly in Rwanda (where beans prices more than
doubled compared to pre-conflict levels) and Ethiopia (up 84.7
percent).

Compared to June 2022, the food basket was more expensive
in South Sudan and Burundi (up 22.6 and 11.9 percent,
respectively), pushed up by increased costs of cereals; Djibouti
recorded an 8 percent decrease in the cost of food basket.

Soaring prices of all commodities led to significant y-o-y
increase in the cost of the food basket in all countries in the
region, with peaks in Sudan and Rwanda (up 139.1 and 51.6
percent, respectively). Nutrient-rich food continue to be less
affordable than a year ago, with Sudan recording a more than
twofold increase in milk price and Somalia recording a 44.5
percent increase in the cost of milk.

4 Excluding Kenya due to lack of data during the reporting period

Food Basket and its Components
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Sudan
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RBN

Cost of food basket trends (USD), July 2021-2022
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Variations in selected components of the food basket

Burundi
Djibouti
Ethiopia
Rwanda
Somalia
South Sudan
Sudan
Uganda
RBN

48.0%  57.7% 42.9%

Source: WFP Field Monitor, National Central Banks.
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Price July
2022 Variations
(LCY)  m-o-m pre-war y-0-y
29,140 11.9% 19.0%  42.0%
2,633 -8.0% 17.5%  22.7%
1,081 8.4% 26.5%  46.0%
14,893 8.0% 36.7% | 51.6%
1,021,670 4.3% 18.6%  33.0%
10,609 226%  48.4%  43.9%

15,013 9.3% 72.5%

139.1%

64,174 3.0% 385% 14.7%

7.4% 34.7% | 49.1%

Cereals Vegetable oil Beans Milk
m-0-m pre-war y-0-y m-0-m pre-war Yy-o-y mM-0-m pre-war y-0-y m-0-m pre-war Yy-o0-y
NEEED
-8.6% -2.7% | 50.0%
-10.0% -5.5% | 50.4% 69.0% 81.1% 84.7%  84.6%
44.5%
145.5% 213.6% -2.7%
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lIl.  Crude oil and fuel

Crude oil spot prices
declined in July following two
consecutive  months  of
sharp rises; however, spot
prices remained significantly
higher than a year ago, with
WTI  selling at USD
100.25/barrel  (up  60.2
percent compared to July
2022) and Brent selling at
USD 105.1/barrel (up 60.6
percent)°. In addition, crude
oil prices were 21 percent
higher than pre-conflict
levels.

The decline in global oil
prices observed between
June-June 2022 has not been

Petrol price trends, in local currencies (LCU)

Burundi
Djibouti
Ethiopia
Kenya
Rwanda
Somalia
South Sudan
Uganda
RBN

Jun 2021

Jul 2021
Aug 2021
Sep 2021
Oct 2021
Nov 2021
Dec 2021
Jan 2022

Source: WFP Field Monitor, National Bureaux of Statistics. No data for Sudan.

Feb 2022

, July 2021-2022

Mar 2022

Apr 2022

May 2022

SSP/L 1,529.5

UGX/L 6,267.0

Jun 2022

USD/L 1.5

Jul 2022

Price July
2022 (USD)
1.9
1.1
0.6
1.4
1.4
1.3
2.8
1.7
1.5

() e
S
Variations

m-0-m pre-war y-0-y
74% 85.5% 163.6%
0.0% 0.0% 0.0%
32.4% 53.8% 88.8%
0.0% 22.5% 25.0%
0.0% 19.2% 34.2%
9.9% 62.9% 91.9%
13.5% 49.2% 38.2%
7.0% 283% 55.9%
8.8% 40.2% 62.2%

locally reflected yet, as petrol prices across the region increased by an average 8.8 percent compared to last month (corresponding to USD/L 1.5) and by 62.2 percent
compared to a year ago. Fuel prices soared in Ethiopia in July after the government reduced subsidies (up 32.4 percent compared to June 2022 and up 88.8 percent
compared to July 2021), adding to economic hardship for people already struggling with high food inflation®. Developments in international energy markets coupled

with the depreciation of the South Sudanese Pound (SSP) have led to fuel price hikes in South Sudan (up 13.5 percent compared to July 2022 and up 49.2 percent
compared to pre-Ukraine conflict levels).

Burundi has continued to suffer from fuel shortages since the conflict in Ukraine broke out, which resulted in an 85.5 percent increase compared to pre-conflict levels
and more than a twofold increase compared to a year ago. Transport cost have also increased accordingly’. The fallout of the conflict in Ukraine have also affected fuel
prices in Somalia, which increased by 62.9 percent since January 2020 and went up by almost 92 percent compared to a year ago.

5 OPEC, Monthly Oil Market Report, July 2022

6 WEP Ethiopia, Market Watch, June 2022

7 BurundiEco, Le Burundi toujours face a la pénurie du carburant, 5 August 2022
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IV. Currencies
The conflict in Ukraine continues to make macro-economic developments EXchange rate trends, July 2021-2022
uncertain, with countries facing high food inflation rates, supply chain disruptions  Burundi BIF/USD 2,000
and financial instability. As countries across the region rely on imports to meet Dpjibouti DJF/USD 100
domestic demand for many food commodities and energy products (which are  Ethiopia ETB/USD 50
priced in USD in the international markets), increased global prices since the ., . KES/USD 5o
beginning of the conflict in Ukraine are increasing demand for the USD, inflating . RIS
import bills and affecting central government’s balance of payments, which is cickies B
resulting into a continued depreciation of domestic currencies. Somalia
SOS/USD 20,000
South Sudan and Ethiopia continue to record the highest y-o-y depreciationof . .. .~ . —
local currency against the U.S. dollar in the official market. with 1 SSP trading at F— O
USD 558 (down 68.1 percent) and 1 ETB trading at 52 USD (down 15.5 percent). .
. . L . Uganda UGX/USD 2,000
The two countries also recorded the highest depreciation in the parallel market = =t = B = B & & ®@ @ & ©
(down 29.3 and 26.7 percent, respectively). ® Official S & R R & 8 R &8 8 KR | 8 8
Parallel = oo o 5] 2 g = = 5 5 > = S
Kenya and Uganda also saw their domestic currencies losing value against the T < »w 0 =2z o S & =z < =z = 7
USD, however to a lesser extent. In July 2022, 1 KES traded at 118 USD, 2022 2021 Variations
representing an 8.6 percent depreciation of the KES compared to a year ago. It - Jul_ Jun  Jan H-D4_prsiver L ec ¥
) . ) o — Official ~ BIF/USD 2055 2050 2,027 1, -0.2% -1.4% -2.8%
is worth nothing that July marked the 14% consecutive month of depreciation of el Parallel  BIF/USD 3,400 3350 3400 3, -1.5% 0.0% -1.0%
the KES, with the shilling hitting its lowest level®. Skyrocketing costs of imported ~ Dlibouti i e D.0% D% i)
. . . - - Official ETB/USD 52 52 49 -4.9% -15.5%
fuel, cooking oil and steel have led to the depreciation of the Ugandan shilling, Ethiopia parallel ETB/USD 80 75 58 6.3% 27.5%
which traded at 3,794 USD in July 2022 (down 22.3 percent compared to a year Kenya Official _ KES/USD 118 L/ Ll
9 Rwanda Official RWF/USD 1,028 1,025 1020 1, 0.8%
ago)’. — official | SLS/USD 8507 8500 8513 B, 0.1%
. . . . SOS/USD 32,083 31,664 31,021 B -3.3%
Exchange rate in Sudan was stable in the past three months, with the SDG trading PE— . S o 3 e . T
at 456 USD in the official market and at 566 USD in the parallel market. Yet, it is outhsudan — parallel  sspusb 550 481 430 S25%  20.7%  -29.3%
. . Official  SDG/USD 456 456 438 -3.9%
worth noting that the SDG depreciated by 22.3 percent compared to a July 2021, Sudan T =2F =5 = e ST
stressing reduced economic access to imported goods compared to a year ago. Uganda Official UGX/USD 3,794 3,748 3,530 -7.0%

Source: WFP Field Monitor, National Central Banks.

8 Bloomberg, Kenyan Currency Heads for 14 Months of Decline Ahead of Election, July 2022
9 Business Times Uganda, Why the Ugandan Shilling continues to depreciate against the dollar, August 2022
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https://www.bloomberg.com/news/articles/2022-07-25/kenyan-currency-heads-for-14-months-of-decline-ahead-of-election
https://businesstimesug.com/why-the-ugandan-shilling-continues-to-depreciate-against-the-dollar/#:~:text=Bank%20of%20Uganda's%20performance%20report,on%2Dyear%20in%20May%202022.
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