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AFRICA

Growth in Sub-Saharan Africa is projected to pick up to 3.1 percent in 2018, from 2.6 percent in 2017. This
upswing reflects rising 0il and metals production, encouraged by higher commodity prices, improving
agricultural conditions, and increasing domestic demand. Growth is expected to firm to an average of 3.6
percent in 2019-20, as the recovery strengthens in Angola, Nigeria, and South Africa—the region’s largest
economies. Nevertheless, growth will remain below its long-term average, with continued weak convergence of
per capita income towards average emerging market and developing economies levels. Tighter global financing
conditions and weaker-than-expected commodity prices are the main external downside risks to the regional
outlook. Domestic risks include heightened conflicts, delayed fiscal adjustment, and weak implementation of

structural reforms.

Recent developments

The economic recovery in Sub-Saharan Africa
(SSA) has strengthened, following a moderate
rebound in 2017 (Figure 2.6.1). Purchasing
managers’ indexes indicate firming manufacturing
activity in several countries (e.g., Ghana, Kenya,
Nigeria, Zambia). Renewed government commit-
ment to critical macroeconomic and governance
reforms in Angola, South Africa, and Zimbabwe
has  boosted confidence.  Mining
production has risen in metals exporters, with new
mines coming on stream and investment into
existing mines increasing, encouraged by higher
metals prices (e.g., Democratic Republic of
Congo, Zambia), although, in some cases, high
government debt levels are weighing on growth
(e.g, Mozambique, Sierra Leone). Mining
production in South Africa has also been weaker
than expected. Among non-resource-intensive
countries, the pickup in economic activity is
supported by improving agricultural conditions
and infrastructure investment in some (e.g.,
Rwanda, Uganda); in others, it has reflected rising
consumer spending, helped by low inflation and a
rebound in remittances (e.g., The Gambia,
Kenya). However, growth in oil production has

investor

Note: The author of this section is Gerard Kambou. Research
assistance was provided by Xinghao Gong.

moderated in some oil exporters due to maturing

oil fields (e.g., Angola, Nigeria).

Current account deficits are rising, but there are
significant differences between countries. Among
oil exporters, current account deficits are expected
to narrow further this year as the terms-of-trade
continue to improve. Nevertheless, Nigeria could
see its current account surplus decline, as import
growth rebounds. In metals exporters, current
account deficits are narrowing moderately,
reflecting the effects of a pickup in import-
intensive mining investment in some countries.
Among non-resource-intensive countries, current
account deficits are widening, as import growth
remains strong due to high public investment
levels and rising fuel imports. Global financial
market conditions have been favorable and helped
to finance the current account imbalances. While
foreign direct investment flows are rebounding
moderately, portfolio inflows have continued at a
solid pace, helped by several large sovereign-bond
issuances (e.g., Angola, Cote d’Ivoire, Kenya,

Nigeria, Senegal).

Exchange rates have been broadly stable in real
effective terms, reflecting tight domestic policies in
some countries, and rising foreign financing.
Foreign reserve levels have increased, boosted by
portfolio inflows, and supportive policies in some
cases, including among the Central African
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FIGURE 2.6.1 SSA: Economic activity

Economic activity in Sub-Saharan Africa rebounded in 2017, helped by a

turnaround in the region’s largest economies, and has continued to
strengthen. Recent indicators suggest that metals production and fixed
investment growth have picked up in the region, as commodity prices
stabilized. However, oil production has risen at a slower pace in some oil

producers, partly due to maturing fields. While current account deficits are
increasing, due to a pickup in import growth, fiscal deficits are narrowing
helped by higher oil prices and an increase in domestic revenue in some
cases.
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Sources: International Energy Agency, World Bank, World Bureau of Metal Statistics.
Note: SSA = Sub-Saharan Africa.

A. Aggregate growth rates calculated using constant 2010 U.S. dollar GDP weights.
B. Nigeria oil production includes condensates. Last observation is April 2018.

C. Index rebased on metric ton measurement. Last observation is March 2018.

D.-F. Median of country groups. Non-resource-intensive countries consist of agricultural exporters
and commodity importers.

Click here to download data and charts.

Economic and Monetary Community (CEMAC)
countries where fiscal consolidation has taken
place. However, reserve coverage is below the
three-months-of-imports  benchmark in many
countries, especially those that have been hit hard

by the decline in commodity prices. Inflation
continues to fall, helped by declining food prices,
prompting central banks in some countries to
further cut interest rates (e.g., Uganda, Zambia);
and, in others, to signal a gradual easing cycle
(e.g., Kenya). Nevertheless, inflation has been in
double digits in several countries, owing to
currency depreciations (e.g., Angola, Ethiopia),
and high food inflation due to supply disruptions
(e.g., Nigeria, Sudan). In these countries, policy
has been tight.

Fiscal deficits have narrowed. Among oil
exporters, the improvement reflects the recovery in
oil prices and expenditure adjustments in
countries in the CEMAC region (e.g., Chad,
Republic of Congo). Progress in boosting non-oil
revenue remains limited (e.g., Angola, Nigeria). In
non-resource-intensive countries, where commod-
ity revenues represent a small share of total
revenues, domestic revenue has increased, helping
to reduce the fiscal deficit. However, in metals
exporters, fiscal deficits are widening, due to
weaker domestic revenue mobilization and rising
expenditure.

Large fiscal deficits have resulted in high public
debt levels in the region (World Bank 20180).
Median debt levels among metals exporters are
rising, reflecting previously undisclosed borrowing
in some cases (e.g., Mozambique) and high public
investment in others (e.g., Zambia). Among oil
exporters, fiscal consolidation is contributing to a
gradual stabilization of government debt, but the
debt burden remains high (e.g., Gabon, Ghana),
and some countries are in debt restructuring (e.g.,
Chad, Republic of Congo). Debt levels are
relatively low in Nigeria, but high and rising in
Angola, due in part to exchange rate depreciation.
Low public rates and high public
investment are contributing to an increase in debt
levels in some non-resource-intensive countries
(e.g., Ethiopia); in others, governance issues are an
important contributory factor (e.g., The Gambia).
Countries in the region are increasingly shifting
away from traditional multilateral and bilateral
sources of debt toward bond issuances and non-
Paris Club bilateral creditors, which are resulting
in higher debt service costs in some countries (e.g.,
Ghana, Zambia). International bonds have started

saving
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to mature, and large repayments are expected over
the period 2020-25, which is likely to pose a
significant refinancing challenge to the region. To
contain further increases in government debt in
the region, sustained fiscal consolidation, higher
domestic revenue mobilization, and stronger
growth will be necessary.

Outlook

Growth in Sub-Saharan Africa is projected to pick
up to 3.1 percent in 2018, slightly below January
forecasts, and to firm to an average of 3.6 percent
in 2019-20, as the recovery strengthens in the
region’s largest economies (Figure 2.6.2). These
forecasts are predicated on the expectations that
oil and metals prices will remain stable, external
financial market conditions will continue to be
supportive, and governments in the region will
implement reforms to tackle macroeconomic
imbalances and boost investment.

e Among the largest  economies,
Nigeria’s growth forecasts are lower than in
January. While the oil sector is expected to
continue to support the recovery, oil
production is likely to be less than the
government’s projections, due to capacity
constraints. Growth in the non-oil industrial
sectors is also likely to remain subdued as
structural constraints slow efforts to attract
long-term investments. The growth forecasts
for Angola and South Africa were revised
slightly upward. In Angola, the revisions
reflect the expectation that a more efficient
allocation of foreign exchange, rising natural
gas production, and improved business
sentiment would help support the rebound in
economic activity. In South Africa, the pickup
in business confidence is expected to help
sustain the ongoing recovery in investment.

region’s

e Elsewhere,
projects come on line, combined with stable

rising mining output as new

metals prices, are expected to boost activity in
some metals (e.g., Democratic
Republic of Congo, Zambia); in others,
growth is expected to remain subdued as high
government debt levels weigh on the private
sector  (e.g., Mozambique). Among oil

exporters

FIGURE 2.6.2 SSA: Outlook and risks

Growth in the region is expected to pick up this year, and firm in 2019-20,
reflecting a gradual recovery in the region’s largest economies, and
continued robust growth in non-resource-intensive countries. However, per
capita income growth will remain below its long-term average, and also
below the EMDE average, reflecting the slow pace of per capita growth in
oil and metals exporters. Excessive reliance on commercially-priced debt
could pose a significant refinancing risk to the region. Longer-than-
expected droughts would slow the recovery in the region.
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Note: SSA = Sub-Saharan Africa.

A.B. Aggregate growth rates calculated using constant 2010 U.S. dollar GDP weights. Shaded areas
represent forecasts.

Click here to download data and charts.

exporters, growth is projected to moderate but
remain solid in Ghana, as the effects of high
oil production gradually dissipate. However,
the recovery will be slower than anticipated
among oil exporters in the CEMAC region,
reflecting the need for continued fiscal
consolidation to stabilize debt levels.

¢ In non-resource-intensive countries, growth is
expected to remain robust, supported by
improving agricultural conditions, infra-
structure investment, and household demand.
Low inflation, a rebound in private sector
credit growth, and rising remittance flows are
expected to boost consumer spending. The
larger countries will continue to grow faster

(e.g., Cote d’Ivoire, Ethiopia) than the smaller
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ones, due to their stronger policies and
institutional capacity. In Malawi, for instance,
growth is expected to be lower than
anticipated, reflecting the adverse impact of a
dry spell and the spread of the fall
armyworm—a pervasive agricultural pest—on
food production.

Although per capita income growth in the region
will turn positive, it will remain well below its
long-term average, and also below the emerging
market and developing economy (EMDE) average
(Chapter 1). The weak convergence of per capita
income toward EMDE levels reflects the slower
pace of per capita growth among oil and metals
exporters. The region’s poverty headcount, at the
international poverty line ($1.90/day in 2011
purchasing power parity exchange rates), is
projected to decline only slightly over the 2018-20
period, and decrease more slowly among metals
exporters and fragile countries. Renewed progress
on poverty reduction will require a sustained
acceleration in per capita income growth.
Structural reforms that increase productivity and
support export diversification would be critical to
these efforts. (Chapter 1; Bhorat and Tarp 2016;
Fosu 2018).

Risks

Risks to the regional outlook remain tilted to the
downside. On the external front, a faster-than-
expected tightening of monetary policy among
advanced economies could diminish investor
appetite for higher risk assets in frontier markets,
which would be particularly difficult for countries
that rely on foreign debt financing to support large
current account deficits. Sudden capital outflows
could trigger large currency depreciations in some
countries. A sharp decline in commodity prices
would have a significant adverse impact on the
region, given the heavy dependence of many

economies on commodity exports. A possible
trigger could be a slowdown in Chinese growth
given the risks posed by interest rate hikes or trade
tensions with the United States. A collapse in oil
and metals prices would severely undermine
efforts at fiscal consolidation, derail progress in
reining in the region’s debt burden, and
undermine investor confidence.

On the domestic front, political transitions have
opened opportunities for reforms in several major
Sub-Saharan African countries (Angola, South
Africa, Zimbabwe) that, if implemented, could
bolster the regional outlook. Policy reforms in
Nigeria to improve the business environment
could advance faster than expected, and
significantly  boost non-oil  sector  growth.
However, the risk of worsening political
instability, and a concurrent weakening of needed
reforms, remains high. Indeed, some of the
region’s largest economies, such as Ethiopia and
Nigeria, are particularly vulnerable to an uptick in
social unrest. Risks to debt sustainability are also
high in the region. Heavy reliance on
commercially-priced debt could lead to debt
service difficulties in some countries, including
Ghana, Nigeria, and Zambia (interest payments
on government debt as a share of tax revenue in
2017 was estimated at more than 40 percent in
Ghana, and more than 25 percent in Nigeria and
Zambia). Meanwhile, the Ebola outbreak in the
Democratic Republic of Congo has been assessed
as a very high health risk, and could affect
economic activity in the country as well as in the
sub-region, if it spreads rapidly to major urban
centers and into neighboring countries. The
recurrence of drought is a further significant
downside risk. Droughts that started after 2015
have lasted longer in Sub-Saharan Africa than in
other EMDE regions. A sudden return of drought
conditions could severely disrupt the ongoing
economic recovery in the region.
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TABLE 2.6.1 Sub-Saharan Africa forecast summary

Percentage point differences

(Real GDP growth at market prices in percent, unless indicated otherwise) from January 2018 projections
EMDE SSA, GDP! 3.1 1.5 2.6 3.1 3.5 3.7 -0.1 0.0 0.1
(Average including countries with full national accounts and balance of payments data only)2

EMDE SSA, GDP2 3.1 15 2.6 3.1 3.5 3.7 -0.1 0.0 0.2
GDP per capita (U.S. dollars) 0.4 -1.2 -0.1 0.4 0.8 1.0 -0.1 0.0 0.1

PPP GDP 3.3 1.7 2.9 3.4 3.7 3.9 -0.1 0.0 0.1
Private consumption 5.8 0.6 2.0 2.6 2.8 2.9 0.0 0.1 0.1
Public consumption -2.3 1.4 2.6 2.5 2.9 3.0 0.0 0.2 0.3
Fixed investment 1.5 0.4 6.0 6.8 7.4 7.6 0.0 0.3 0.4
Exports, GNFS3 2.7 3.6 3.1 3.2 3.5 3.8 0.0 0.1 0.3
Imports, GNFS3 2.0 -0.9 2.5 3.0 3.3 3.4 0.1 0.2 0.2
i\:)e;fxt%”s’ contribution 0.2 14 0.2 0.1 0.1 0.2 0.0 0.0 0.1

Memo items: GDP
SSA excluding Nigeria,

South Africa, and Angola 4.6 4.3 4.7 4.9 5.3 5.5 -0.1 0.2 0.3
Oil exporters* 2.9 -0.4 1.5 2.3 2.6 2.8 -0.5 -0.2 -0.2
CFA countries® 3.9 2.8 3.3 4.1 4.5 4.9 -0.2 -0.1 0.0
CEMAC 1.7 -0.9 -0.2 1.4 2.3 3.0 -0.5 -0.1 0.0
WAEMU 6.2 6.6 6.6 6.4 6.3 6.4 0.0 -0.1 -0.1
SSA3 2.1 -0.5 1.0 1.7 2.0 2.2 -0.1 -0.2 0.0
Nigeria 2.7 -1.6 0.8 2.1 2.2 2.4 -0.4 -0.6 -0.4
South Africa 1.3 0.6 1.3 1.4 1.8 1.9 0.3 0.1 0.2
Angola 3.0 0.0 1.2 1.7 2.2 2.4 0.1 0.7 0.9

Source: World Bank.

Notes: e = estimate; f = forecast. EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information and changing (global)
circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not differ at any
given moment in time.

1. GDP at market prices and expenditure components are measured in constant 2010 U.S. dollars. Excludes Central African Republic, Sdo Tomé and Principe, Somalia, and South Sudan.
2. Sub-region aggregate excludes Central African Republic, Sdo Tomé and Principe, Somalia, and South Sudan, for which data limitations prevent the forecasting of GDP components.

3. Exports and imports of goods and non-factor services (GNFS).

4. Includes Angola, Cameroon, Chad, Republic of Congo, Gabon, Ghana, Nigeria, and Sudan.

5. Includes Benin, Burkina Faso, Cameroon, Central African Republic, Chad, Republic of Congo, Céte d’Ivoire, Equatorial Guinea, Gabon, Mali, Niger, Senegal, and Togo.

For additional information, please see www.worldbank.org/gep.
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TABLE 2.6.2 Sub-Saharan Africa country forecasts!

. . o . Percentage point differences
(Real GDP growth at market prices in percent, unless indicated otherwise)

from January 2018 projections

Angola 3.0 0.0 1.2 1.7 22 24 0.1 0.7 0.9
Benin 2.1 4.0 5.6 6.0 6.1 6.3 0.0 -0.2 -0.4
Botswana2 -1.7 43 1.8 3.0 3.3 3.8 -1.7 -1.5 -1.0
Burkina Faso 3.9 5.9 6.4 6.0 6.0 6.0 0.0 0.0 0.0
Burundi -3.9 -0.6 0.5 1.9 2.3 25 0.4 -0.2 0.0
Cabo Verde 1.0 3.8 4.0 4.2 4.0 4.0 0.6 0.2 0.2
Cameroon 5.7 4.5 3.2 3.9 4.1 4.3 -0.2 -0.2 0.0
Chad 2.8 -6.3 -3.0 2.6 25 5.8 -1.1 -0.4 -1.0
Comoros 1.0 24 25 2.9 3.0 3.0 0.2 0.1 0.1
Congo, Dem. Rep. 6.9 2.4 3.4 3.8 41 4.4 0.8 0.8 1.1
Congo, Rep. 2.6 -2.8 -4.6 0.7 4.6 -1.2 -1.6 3.1 -2.7
Coéte d'lvoire 8.8 8.3 7.8 7.4 7.2 7.2 0.2 0.0 0.0
Equatorial Guinea -9.1 -9.0 -2.7 -6.4 -7.0 -0.5 -0.4 -2.8 3.7
Ethiopia2 10.4 7.6 10.3 9.6 9.7 9.9 1.4 1.9 2.1
Gabon 3.9 2.1 0.6 2.6 3.7 3.9 0.2 0.0 0.2
Gambia, The 43 2.2 3.5 5.4 5.2 4.9 1.9 1.0 0.7
Ghana 3.8 3.7 7.8 6.9 6.7 5.4 -1.4 1.2 -0.1
Guinea 3.8 10.5 8.2 6.0 5.9 6.0 0.2 0.0 0.1
Guinea-Bissau 6.1 5.8 5.7 5.1 5.2 5.4 -0.1 -0.2 0.0
Kenya 5.7 5.9 4.9 5.5 5.9 6.1 0.0 0.0 0.2
Lesotho 5.6 2.3 3.1 1.8 2.6 2.8 2.2 -1.6 -1.4
Liberia 0.0 -1.6 25 3.2 4.7 4.8 -0.7 -0.3 -1.2
Madagascar 3.1 4.2 4.1 5.1 5.6 5.3 0.0 0.0 -0.1
Malawi 2.8 25 4.0 3.7 4.1 4.9 -1.3 -1.3 -0.5
Mali 6.0 5.8 5.3 5.0 4.7 4.7 0.0 0.0 0.0
Mauritania 1.4 2.0 3.5 3.6 4.6 5.2 0.6 0.0 0.6
Mauritius 3.5 3.8 3.9 4.0 4.1 3.8 0.2 0.4 0.1
Mozambique 6.6 3.8 3.7 3.3 3.4 3.6 0.1 0.0 0.2
Namibia 6.0 1.1 -1.0 1.5 2.3 3.0 -1.5 -1.2 -0.5
Niger 4.0 5.0 5.2 5.3 5.4 5.8 0.1 0.0 0.2
Nigeria 2.7 -1.6 0.8 2.1 22 24 -0.4 -0.6 -0.4
Rwanda 8.8 6.0 6.1 6.8 71 7.5 0.9 0.3 0.7
Senegal 6.5 6.7 6.8 6.8 6.8 7.0 -0.1 -0.2 0.0
Seychelles 3.5 4.5 4.2 4.0 3.8 3.5 0.2 0.3 0.0
Sierra Leone -20.5 6.3 4.3 5.1 5.7 6.5 -1.2 -1.0 -0.2
South Africa 1.3 0.6 1.3 1.4 1.8 1.9 0.3 0.1 0.2
Sudan 4.9 4.7 4.3 2.6 3.1 3.5 -1.1 -0.6 -0.2
Swaziland 0.4 1.4 1.9 1.1 1.7 1.8 -0.8 -0.1 0.0
Tanzania 7.0 7.0 6.4 6.6 6.8 7.0 -0.2 -0.1 0.1
Togo 5.3 5.0 4.4 4.8 5.0 5.0 -0.5 -0.4 -0.4
Uganda? 5.2 4.7 4.0 5.5 6.0 6.5 0.4 0.3 0.5
Zambia 2.9 3.8 3.9 4.1 4.5 4.8 -0.4 -0.5 -0.2
Zimbabwe 1.7 0.6 3.4 2.7 3.8 4.0 1.8 3.6 3.8

Source: World Bank.

Notes: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here
may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given moment in time.

1. GDP at market prices and expenditure components are measured in constant 2010 U.S. dollars. Excludes Central African Republic, Sdo Tomé and Principe, Somalia, and South Sudan.
2. Fiscal-year based numbers.

For additional information, please see www.worldbank.org/gep.
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