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EXECUTIVE SUMMARY

The 2012 First Quarter survey of households’ attitudes to inflation and interest rates was
conducted by the Statistics Department between 15th —20th February, 2012. This was in
its bid to asses the general publics’ perceptions of inflation which will help gauge Banks
macroeconomic policy formulation.

« The survey shows given a choice, about 45.3 per cent of the respondents would
prefer a rise in interest rate as against 19.6 percent which preferred that price should
rise faster.

« The results revealed that 69.5 percent of the respondents are aware that the CBN
sets the interest rate.

« About 40.2 percent of the respondents were of the view that the 10.0 per cent Gov-
ernment targeted inflation rates in this year’s budget is too high, whereas 18.9 per
cent felt it is too low.

o About 41.4 per cent of the respondent households expected prices in the shops
generally to go up by 1% but less than 3% over the next twelve months.

« Majority of the respondents, (63.6 percent) are satisfied with the way CBN is doing
its job; while only 7.9 per cent are dissatisfied, giving a net satisfaction of 55.7 per-
cent.
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1. Introduction

Apart from its price and monetary stability mandate, the Bank (CBN) is also
tasked with supporting the Government’s blueprint on economic growth and
unemployment reduction. One major objective of the Bank is to build public
confidence and support for economic growth, price stability, and public under-
standing of the Monetary Policy Committee’s roles. If people understand and
support the objectives of price stability as well as understand how the interest
rate is used to achieve it, macroeconomic stability which is an essential prereg-

uisite for economic growth and development would be attained.
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Who sets the direction of the Interest Rates ?

The level of interest rates deemed appropriate to achieve this, is decided by the
Monetary Policy Committee (MPC) on periodic basis. The Committee equally articu-
lates other foremost policy frameworks which are considered as catalysts in mod-

erating price changes and economic stability.

In order to assess the impact of the Bank's efforts in building general public sup-
port for price stability, sample survey of public opinion is often used . The Statis-
tics Department, on behalf of the Bank embarked upon this survey, with a view to
assessing the general public’'s perceptions of inflation in the past one year, their

expectations for inflation over the next
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year, their views on interest rate and knowledge of the monetary policy framework.
Opinion poll was effectively used in exploring the progression of public views and gen-
eral understanding of monetary policy matters. Good estimates of inflation expecta-
tions and public understanding of what influences them are important parameter for

successful monetary policy.

In this way, the Bank will be in a position to quantify the impact of its efforts in
stabilizing and sustaining prices in the Nigerian economy. Results of the recent sur-

vey of the public perceptions on this are as hereunder discussed.

2. The Inflation Attitudes Survey

The Statistics Department had gone out on quarterly basis since June 2009 to sam-
ple the views of households on how they view the price changes of goods and ser-
vices in the shops in the last twelve months, and their expectations of price changes
over the next twelve months. The Q41,2012 Inflation Attitude Survey being the most
recent in the series was conducted between 15th —20th February, 2012, with a
sample size of 1400 people, aged 15 and above in 350 randomly selected Enumera-
tion Areas (EAs),
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Would a rise in interest rate make prices in the street to rise?
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in the six geopolitical zones of the country. The raw data were weighted to match the
demographic profile of Nigeria as a whole ( Table 1 presents the summary of results

of the Twelveth inflation attitudes surveys so far conducted).

Inflation expectations do vary amongst people due to the differences in the goods
and services bought, which often leads to differences in the prices of the goods and
services. Thus, the designed questionnaire captures information on age, sex, in-
come, employment status among others. The survey involves in-house face-to-face
interviews of members of selected households. The selection entailed a quota sample
of individuals within randomly selected Enumeration Areas (EAs). This was done using
the instrumentality of the National Integrated Survey of Households (NISH) of the Na-
tional Bureau of Statistics (NBS). The survey asked questions about the evolution of
prices of 'goods and services’, and the questions were designed to reflect a concept
of inflation the general public are most likely to be familiar with, instead of any specif-

ic measures of inflation, like the Consumer Price Index inflation rate.

The questionnaire was therefore couched in a manner to capture the expectations of
respondents. The options for questions asked were in ranges of price change, of
which respondent households are expected to select one that best suites their expec-
tations. The options were in the form of “Gone Down” ,“Not Changed, “ up by 1% but
less than 3%”, “up by 3%” or Above” and “No Idea”. Respondents were made to an-
swer a total of 14 questions which includes; their thought on how prices had changed
in the previous twelve months and how they expect prices to change over the next
twelve months, in addition to inquiring from them the body that sets the interest
rates. Also range of questions seeking information on public knowledge, understand-
ing and attitudes towards MPC process and expectations of interest rates were asked.
The respondents were equally requested to state whether they were satisfied or not
with the way the Central Bank of Nigeria is doing its job of setting interest rates in or-
der to control inflation. The survey result showed that 63.6 percent were satisfied as
compared to 70.1 percent recorded in Q4 2011. Since public reactions to interest
rate movements is likely to be influenced by other factors in the national mood, care
must therefore be taken in drawing conclusions from such opinion polls about public

perceptions of monetary policy in view of the inherent risk in drawing such conclusion.
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and attitudes towards MPC process and expectations of interest rates were asked.

In addition, households focus on particular types of goods and services when think-
ing about inflation. Noticeable variation in the answers may therefore be because
respondents are thinking about inflation as it relates to their own patterns of
spending in addition to media reports about price trends. Their understanding of
the transmission mechanism of monetary policy may also be another factor to be
considered in their opinion about inflation. The rest report would discuss in details
the developments in the households’ inflation rates and interest rates perceptions

and expectations, and their awareness of quantitative easing.
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KNOWLEDGE AND EXPECTATIONS QUESTIONS
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3.1 Inflation

The survey result showed that 9.9 percent respondent households belief that
the economy would end up stronger, while 46.0 percent felt that the economy
would end up weaker if prices started to rise faster than they do now, thereby giv-
ing a sizeable support to price stability. Also, about 26.2 per cent of the respond-
ents believed it would make little difference in the economy if prices continue to
rise faster than they do now. The result has followed the same pattern since the
inception of the survey in Q2 2009 (Question 3). When asked in question 1, to say
how prices have changed over the past 12 months, by making a choice from the
five banded options on the questionnaire. The respondents gave a median an-

swer of 3.6 per cent, which is

100%

70%

60% |

50% —_— —

40% — —

30% ——

20%

) . l . I J I .

0% ,J ; . . . . . . . . . ._,
Q22009 Q3 2009 Q42009 Q1 2010 Q22010 Q32010 Q42010 Q12011 Q22011 Q32011 Q42011 Q12012
Or weak

= End up stronger Or make little difference = Don't know

If prices start rising faster than they do now, would Nigeria’s economy...?

consistent with the previous trends. This however, conceals a wide variation, from
16.4 per cent who thought prices had gone down or not changed, to 51.1 per cent
who felt they had risen by 3 percent or above, as well as 22.3 per cent who chose
the “up by 1 percent but less than 3 percent” option or band. Respondent’s medi-
an expectations of the rate of inflation over the next twelve months (Question 2)
was 2.7 per cent, which is 0.9 per cent higher than the perceptions of the previous
quarter. These figures, though within the sampling error, have fluctuated very little

relative to the corresponding period a year earlier.
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KNOWLEDGE AND EXPECTATIONS QUESTIONS

“Respondents
sentiments on
whether the
Interest rate
will tise or fall
over the next
12 months

were

divergent*

The views of the respondents on Question 2, on ‘how much they expect prices
in the shops generally to change over the next 12 months?’, show that 41.4 per
cent of the respondent households expect prices to rise by 3 percent or above in
the next 12 months; relative to 24.2 percent of this group that expect prices to rise
by 1 per cent but less than 3 per cent in the next 12 months. Similarly, 24.2 per
cent of the ‘respondents were optimistic that prices over the next one year would
either go down or remain the same. Few people thought that inflation was not likely
to rise. This pattern has been maintained in all the ten series of the survey so far

conducted.

3.2 Interest Rate

(Questions 5 and 6) At 47.1 points, the percentage of respondent households
who felt that interest rate has risen in the last 12 months fell by 10.7 point in the
current quarter, from the 57.8 per cent attained in Q4 2011. On the other hand,
14.6 per cent as against 11.6 per cent, recorded in Q4 2011 believed that interest
rates had fallen, while 19.3 percent are of the opinion that the rates stayed about
the same level in the last 12 months. The remaining 19.0 per cent of the house-
holds had no idea. Respondents had conflicting views on whether the interest rate
will rise or fall over the next 12 months. While 45.3 per cent of the respondents
were of the view that the rates would rise, 21.9 per cent believed it would fall
(leaving a ‘net rise’ of 23.4 percent). Almost, one third of the sample, either ex-

pected no change (17.5 percent), or had no idea (15.4 per cent). The ‘net rise’ value
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“Asked, who set
Nigeria’s ‘basic
Interest rate
level’? (44.7
percent) felt it
was the Monetary
Policy Committee
, the Government
(7.5 percent),
Federal Ministry
of Finance (16.5
percent); whereas
0.5 percent felt it
1s the National
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Page 9

4 THE CENTRAL BANK OF NIGERIA

Questions 11 & 12

Questions 11 and 12 assess whether people are aware of the way monetary poli-
cy works in Nigeria. Question 11 asks whether they know which group of people
meets to set Nigeria’s basic interest rate level. In response, 44.7 percent felt it is
Monetary Policy Committee, as against 16.5 percent for Federal Ministry of Fi-
nance and 7.5 percent who believed it was the Government, while 6.5 percent
felt it was the National Assembly. About 4 per cent answered ‘others’ or do not

Know.

Question 12 then prompted respondents to identify which group sets the interest
rates with a show card containing five options, The result indicated that most peo-
ple are aware that Central Bank of Nigeria sets the interest rate with 69.5 percent
response rate in Q1 2012, though lower than the 75.8 percent in the preceding
quarter. Other respondents opined that the Government (5.7 percent) now sets
interest rates. 5.7 and 4.3 per cent of the respondents are of the opinion that civil
servants and other banks set the rates , while 14.8 percent had no idea. This lev-

el of proportions have not significantly changed in all the series.

Responding to Question 13 about the nature of the MPC, 26.6 percent felt that
the Committee is a body wholly owned, appointed by the Government; while 22.6
percent believed that it is an independent body, partly appointed the Government

and 7.9 percent who believed that it is completely independent,
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Respondents were
equally asked to
assess the way that
CBN is ‘doing its
job to set interest
rates to control
inflation’ (Question
14). To this 63.6
percent were
‘totally satisfied’ in
contrast to 7.9

percent that were

‘totally

dissatistfied’.
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implying, no government role in appointments. However, 24 percent regard the
MPC as ‘part of the Government'.

Question 14 asks whether respondents are satisfied with the way CBN is ‘doing
its job to set interest rates to control inflation’. The net satisfaction index—the
proportion satisfied minus the proportion dissatisfied was +55.7 percent as
against +62.0 percent recorded in Q4 2011.This was slightly lower than the net
satisfaction index of +61.9 percent when compared to the corresponding peri-
od a year ago. Among the satisfied group, 28.8 percent were ‘very satisfied’
while 34.8 were 'fairly satisfied’. However, 13.5 percent were 'neither satisfied
nor dissatisfied” whereas 7.9 percent were ‘very dissatisfied’. Those who had
no idea accounted for 15 percent of the respondents compared to 8.2 percent
achieved in Q4 2011.

t 68.0
66.0
64.0
62.0
60.0
58.0
56.0
° 54.0
52.0 -
50.0 7.: =

[ @22009 [ a3 2009 | Q42009 [ a1 2010 [ @2 2010 a3 2010 @4 2010 [ a1 2011 [ @2 2011 [ @32011 | Q42011 |
satisfaction Index| 520 | 633 | 544 | 602 | 647 | 549 | 632 | 619 |

Satisfaction Index

678 | 625 | 620 |

CBN Customer Satisfaction Index

5.0 ATTITUDE QUESTIONS

5.1 Inflation

Question 3 gauges public view in maintaining low and stable inflation. It was
asked here whether Nigeria’s economy would be stronger, weaker or make little
difference if prices started to rise faster than they do now. Responding, 46.0 per-
cent were of the opinion that Nigeria’s economy would end up weaker, about 9.9
percent felt it would end up stronger, 26.2 percent believed that it would make
little difference, while 17.9 percent had no idea. This pattern has been fairly main-
tained over the past ten series of the survey.
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were of the
view that it
would be
better for the
Nigerian
economy for
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On the overall, these responses suggest considerable support for price stability as a good
number of people were of the view that inflation is inimical to economic growth. It should
be noted that public attitudes to this issue was tested during periods of high inflation, ris-
ing unemployment, uncertain political climate and unsteady economic growth, so these
answers may not be a guide to how the public might react if economic circumstances were
different.

Informed in Question 4 that the Government has set an inflation target of 10.0 percent in
this year’s budget, 20.8 per cent of the respondents thought that the target was ‘about
right’, 40.2 percent believe it was ‘too high’, 18.9 percent said ‘too low’ while the rest 18.6
percent had no idea. This pattern had been relatively steady in all the series so far, and
equally maintained in every zone and demographic group, suggestive of their support for
low inflation.

5.2 Interest rates

Questions 7 and 8 ask the respondents about their opinions on what would be "best for the
Nigerian economy- higher interest rates, lower rates or no change’. In their response, to
Question seven, 40.2 percent were of the opinion that it would be best for the Nigerian
economy for interest rates to ‘go down’ whereas 19.6 percent believed it should 'go up’.
The other 24.2 per cent said ‘make no difference’ while 15.9 percent ‘had no idea’. This
result has been within the same range since the inception of the survey in Q2 2009.

Respondents were in  Question 8 asked what would be ‘best for you personally, for inter-
est rates to go up or go down’. Respondents answers showed that 54.4 per cent reported
that it would be best for them personally if interest rates went down, while about 18.3 per-
cent of the respondents opted for higher interest rates. The results further revealed that
17.8 percent expressed a thought that it would make no difference. The responses to
questions 7 and 8 reveal that many people favoured lower interest rates for themselves
rather than for the Nigerian economy as a whole. The high lending rates by Deposit Money
Banks which discourages borrowing that could serve as catalyst for industrial and econom-
ic development could be responsible for the respondents holding such views.
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When a trade-
off is
suggested,
more people
would accept
higher interest
rates rather
than higher
inflation. The
margin 1s a
Iittle above two
to one ; that is
45.3 percent
relative to 19.6

percent.

6.0 INFLATION VERSUS INEREST RATE

Question 9 was designed to measure people’s understanding of how rise
in interest rates would affect changes in prices (inflation) . In response to
what the impact would be, of a rise in interest rates for, (a) in the short
term and (b) in the medium term, just about half the respondents (52.0
percent) agreed that ‘a rise in interest rates would make prices in the
street rise more slowly in short term’, whereas 13.8 per cent disagreed.
With respect to the medium term, 43.9 per cent of the respondents
agreed, as opposed to 23.1 percent that disagreed.

However, an interesting picture was observed in Question 10 when
asked ‘if a choice had to be made, either to raise interest rates to keep
inflation down, or keep interest rates down and allow prices in the shops
to rise faster; which would you prefer?” When a trade-off is suggested,
most people would accept higher interest rates rather than higher infla-
tion. The margin is a little above three to one: that is, 45.3 percent rela-
tive to 19.6 percent. However, 33.2 per cent had no idea. This position
suggest that the respondent households agree with the Bank’s price sta-
bility stance.
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SUMMARY QF RESULTS INFLATION ATTITUDES SURVEY

PERCENT | como | Qooms | Q49 |Q1200| Q0 | GO0 | Q42O | oimd | Qi | oWt | o | Qrn
(01 Which ofthse options best describes how prices have changed over the ast
12 months?
Gone doun 40 51 65 11 0 1§ f25 00 02 81 10 68
Not changed 62 f25 84 19 A2 8 11 163 {7 44 98
Upbyth utlesshandh 47 215 8 B K2 194 43 A1 218 285 %9 23
Up'by 3 or above [LE X 0y w8 i U4 43 40 43 %5 N
Noidea 0.1 78 g3 1 138 22 7 96 7 32 02
Vedian () 30 3 2 3 2 18 i 2 28 i 28 3
(0 2 How much would you expect pices i the shops generall to change over the
next 12 months
Would Go down o1 06 5 w1 M U5 212 209 il %2 212 23
Notchanged 87 02 80 B8 16 49 16 fd1 35 {38 32 19
Upbyth utlesshan 3l 69 205 K VAR /| A1 249 U3 38 23 20 2
Upby Shorcbore Mg U e B M 29 %2 %2 U2 25 2 Y
No dea 6§ 1 g 12 M 05 05 05 " " 0 0
Wedian () 30 21 2 18 1 13 1) lh 13 14 18 2
003 pices state torise faster than they do now, do you think Nigeria's
economy would..?
End up sronger 80 47 78 84 08 03 () 16 i 104 50 99
Ormaleltedfeence 140 130 a5 w1 us 25 a7 4 u U3 26 %2
Orveak B 64 %2 B4 B o1 45 §0 i 45 496 §0
Dont know 0y 19 By U1 W 16 1§ 141 164 {59 (X {E]
(1.4 The Government n tis years budget anficipated an infation rat of 0.0%.
What do you think oftis rate ?
Toohigh 61 &8 Ky 62w 40 33 Q9 Ly 42 45 {2
Ortoo ow 051 /AT Y R ) 19 Al 194 168 33 10 89
. By 162 8 12 W 12 10 167 {12 26 199 08
Orgbout right
Noidea 92 00 an N 49 19 189 1§ 18 16§ 181
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PERCENT | cooo9 | Q32009 | Q42009 |Qf20f0| Qo0 | Q3200 |  Qdaoto o1 2t Qat (U] TR o 22
Q0. 5 How would you say interest on bank loans and savings have changed over
the fast 12 months?
Risen alot 3.2 U3 84 3 56 BN 776 715 U1 716 28 39
Risen alitle U0 255 85 21 272 188 A9 U3 266 %2 380 232
Stayed about the same 102 135 143 148 143 136 131 149 124 153 164 193
Fallena e 60 6. 54 10 104 96 103 88 15 92 10 89
Fallena lt 6.1 0 48 29 65 66 69 56 88 47 4§ 51
Noidea 1A 175 1 1. 160 203 202 190 168 169 143 190
Total saying 'ise' 0.2 58 519 5.1 528 499 495 538 507 538 518 i1
Total saying fall 121 9 100 139 169 162 112 144 03 139 118 148
Netrise 481 507 479 412 39 387 33 314 304 39 4.2 35
(0. 6 How would you expect interest rates to change over the next 12 months?
Rise a bt 15 138 16 141 150 164 160 185 148 155 119 174
Rise a e 238 2.2 B3 U3 23 26 53 29 28 16 51 279
Stay about the same 150 160 1A 190 16 146 165 144 131 193 114 175
Fal alitle A2 U8 8.1 189 185 174 158 142 200 (1 18 148
Falla ot 108 92 9% 80 9 108 107 102 76 120 9% A
Noidea 138 138 157 157 148 183 156 7 (N 138 118 1954
Total saying 'ise' 38 3.0 33 34 #3 30 #3 464 46 3 430 43
Total saying fall 320 U0 719 %9 82 22 265 U4 276 u7 79 19
Net rise 68 20 114 115 131 10§ 144 2 1) 74 5. 34
Q.7 What do you think would be best for the Nigerian economy - for interest rates
o go up over the next few months, or to go down, or to stay where they are now,

orwould it make no diffrence either way?

Goup 137 141 16.3 (X 21 1) 14 B 188 181 5. 196
Godown 54 85 510 519 475 493 433 426 490 430 463 402
Make no difference 21 175 154 196 40 8 24 194 175 280 B4 U2
No idea 131 138 113 125 12 152 149 142 130 159 144 159

Q.8 And which would be best for you personally, for interest rates to...
Goup 10 139 122 164 200 17 14 U3 203 0 138 183
Godown 676 752 684 628 639 648 433 5.9 628 513 59 54
Make no difference 9 104 173 189 26 169 204 1N 152 188 194 178
No dea 89 00 21 15 05 14 149 11 13 37 68 82
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Q22009 | 032000 | Q42009 | Q120 | Q2200 Q2010 Q42010 or 2 Q| ot | ot | Qram

Q.9 How strongly do you agree with the fllowing statements? A rise in nterest rates
would make prices in the street rise more slowly n the (2) short term - say a month or two,

Agree strongly 13 238 188 52 301 08 24 28 U8 U9 29 2
Agree 302 336 325 a8 310 29 282 87 38 49 30 Rl
Neither agreg nor isagree 128 11 153 136 140 119 42 123 1 138 126 152
Dlsagreg 138 41 145 12 09 10 169 {13 124 153 144 136
Disagree strongly 12 6.2 52 68 5 44 69 63 6.2 50 51 55
Dot L b g 03 s nsom o
Total agree 535 514 53 530 61 M1 506 515 5.1 ) 59 50
Total disagree 10 03 107 189 160 14 28 238 186 03 195 193
Net agree 35 3 38 U1 4/ 33 278 29 35 U5 34 2

b) A rise in interest rates would make prices in the stret rise more slowly in the medium
ferm - Say a year or two

Agree strongly 148 71 " 181 186 201 08 12 192 176 07 1A
Agree 25 U8 29 08 93 283 02 284 03 7 32 268
Neither agree nor disagree 14,1 23 164 163 48 13 13 27 164 157 1 s
Dlsagree 152 {18 158 145 {76 196 17 154 17 158 138 161
Dlsagree strongly 85 53 84 68 52 64 11 80 88 86 58 !
Don'tknow 67 24 149 156 24 13 12 43 123 16 125 155
i3 519 E) 49 g Y 508 496 195 3 59 439
Total agree
Total disagree a1 31 42 13 28 260 18 234 /K U4 196 231
Net agree 236 B8 04 U8 25/ 24 ) 2.2 280 B9 U3 08

Q.101fa choice had to be made, either to aise interest rates to try to keep inflation down;
or keep interest rates down and allow prices in the shops to rise faster, which would you

182 508 57 Hh 521 93 155 492 1§88 524 82
Inferest rates forise 43

Prices foise faster 41 148 189 161 50 41 13 195 24 10 14 196
Noidea %8 % 313 42 24 36 32 312 03 07 05 32
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2009 | QI 2009 | Q42009 | Q1 200 Q200 Q3200 Q4210 o1 Qi |t | ot | Qram

Q.11 Every other month, a group of people meet to set Nigeria's hasic interest rate level.
Do you know what this group is?

Monetary Policy Commitiee 539 595 612 ) 56 496 408 409 492 49 54 ur
The Goverment 94 10 70 104 97 114 00 §7 101 120 U 15
Federa Mnistryof Finance 87 05 95 125 16 125 48 14 183 118 11 165
Nafional Assembly 40 24 32 39 78 49 52 58 60 5 49 69
Others 12 10 20 09 11 22 hal 23 24 2 26 4

Doritknow 00 192 110 176 4 194 166 53 139 13 00 20§

Q. 12 Which of these groups do you think sets the nferest rates?

Govemment miniters 3] 2 43 49 4 64 406 67 43 89 52 57
Cii servants 28 18 2 32 36 4 100 72 67 66 57 57
CBN 769 823 15 759 757 104 U8 700 T4 103 738 6.5
Other banks 34 35 45 44 4 48 52 51 44 42 41 43
Noidea 131 9% 112 116 118 142 2 10 106 9 9 148

Q. 13 Infact, the decisions are faken by the Monetary Policy Committee of the Central Bank of Nigeria
Which of these do you think best describes the Monetary Policy Committee?

Part o the Goverment 23 23 169 275 30 53 28 268 23 209 23 U
A Body wholly owned appoir ~ 27.2 336 124 25 39 29 27 01 33 09 38 28
An independent body, party 200 198 13 202 U 05 10 14 a7 U1 01 28
Acompletely indgpendentbe 6.8 6.2 52 114 65 80 86 K] 12 118 7 79
Noidea 183 {15 142 144 133 112 50 41 124 138 146 186

Q. 14 Qverall, how satisfied or dissatisfed are you with the way the Central Bank of Nigeria
is doing its job to set interest rates in order to controlinflation?

Very safsfied 202 1 14 308 5 2. 28 3.7 27 36 35 28
Faiy safisfied 16 Iy 6 37 42 38 307 32 U7 33 6 U8
Neiher safisfied nor dissafist 124 1 176 16 10 145 105 105 133 135 138 135
Very dlssatisied 128 84 86 13 80 o 61 i 56 84 81 79
No idea 02 A 87 05 83 13 140 96 76 12 82 15
Totalsafisfied 648 il 630 675 1A} 645 63 109 134 109 101 638
Totaldissafisied 128 84 86 13 80 a 6.1 0 56 84 81 19

Net safisied 50 633 M4 602 47 M9 632 619 678 625 62,0 ol




