RWANDA

Table 1 2019
Population, million 128
GDP, current US$ billion 101
GDP per capita, current US$ 789.7
International poverty rate ($19) 56.5
Lower middle-income poverty rate ($3.2)° 80.3
Upper middle-income poverty rate ($5.5)a 919
Giniindex® 437
School enroliment, primary (%gross)b 133.0
Life expectancy at birth, yc-)arsb 68.7

Source: WDI, Macro Poverty Outlook, and official data.
Notes:

(a) Most recent value (2016), 2011PPPs.

(b) Most recent WDI value (2018).

Growth is expected to slow substantially in
2020, as a result of the COVID-19 pan-
demic. The crisis is affecting not only
Rwanda’s priority sectors —tourism and
hospitality —also mining activities. The
deterioration in both fiscal and external
balances means that international assis-
tance was necessary to cover financing
needs. The adverse effect of the crisis on
services and agricultural activities and the
slow recovery of household consumption
means that poverty reduction is expected
to decelerate between 2020 and 2022.

Recent developments

Rwanda’s economy has been hit hard by
the global COVID-19 crisis. Measures to
contain the spread of COVID-19 have sup-
pressed economic activity. After growing
by 9.4 percent in 2019, the output contracted
by 4.6 percent in the first half of 2020. Hit by
COVID-19, the economic contraction was
broad-based across sectors. On the produc-
tion side, the most hit sectors are mining (-
40.2 percent), education (-35 percent), hotels
and restaurants (-30.4)and transport-related
services (-20.5 percent). Construction, which
has been the engine of growth in the last
two years, saw its output declining by 7.8
percent in H1-2020. On the demand side,
the GDP contraction was mainly driven by
a 15.8 percent decrease in investment and a
widened negative net exports (-15 percent).
The recovery is expected to begin by year’s
end, and GDP growth for 2020 is projected
at about 2.0 percent. Given the country’s
strong reliance on agricultural employment,
the projected deceleration of agricultural
output growth rate (to 2.3 percent) might
result in poverty increases in rural areas.

The collapse of exports is driving a further
deterioration of the current account to a
projected deficit of 14.5 percent of GDP for
2020. In H1-2020, exports declined by about
35 percent (yoy) due a lower global demand
as well as lower prices for Rwanda’s main
export items (coffee and minerals-tin, coltan
and wolfram). Imports declined only by 4.9
percent (yoy) driven by lower purchases of
capital (-17.4 percent) and intermediary
goods (-2.8 percent) reflecting disrupted

global-supply chains and reduced domestic
activities due to COVID-19. The govern-
ment relies heavily on concessional borrow-
ing and grants to cover external financing
needs. Nevertheless, official reserves are
expected to decline from 5.4 months of im-
ports in 2019 to 3.3 months in 2020.
Declining economic activities in H1-2020
resulted in lower revenue collection, erod-
ing Rwanda’s fiscal space. In FY2019/20,
revenue performance recorded a 6.1 per-
cent shortfall in domestic revenues com-
pared to the revised budget prior-COVID-
19 compared to only 0.5 percent under-
spending. The fiscal deficit reached 9.4
percent of GDP in FY2019/20, increasing
from 5.6 percent in FY2018/19. In 2019,
public debt is estimated at 58.5 percent of
GDP (from 52.4 percent in 2018). The dete-
rioration in the prospects for Rwanda’s
output and export growth, coupled with
an increase in borrowing needs due to the
pandemic, led to a change in the risk rat-
ing of debt distress from “low” to
“moderate” in the DSA of June 2020.

The fiscal deficit is expected to widen to
about 11.5 percent of GDP in 2020. The
government announced in April a US$900
million economic recovery plan (ERP) to
support households, the private sector,
and key infrastructure services to boost
employment. To protect the poor and vul-
nerable affected by the pandemic, the gov-
ernment is expanding the coverage of the
social protection program, and as part of
the ERP is implementing a food distribu-
tion program, cash transfers to casual
workers, subsidized access to agricultural
inputs, and measures to ensure poor
households” access to basic health and

FIGURE 1 Rwanda / Twin Fiscal and Current Account deficits
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education. In March, the central bank re-
sponded to the crisis with measures to
support liquidity including notably an
extended lending facility (0.5 percent of
GDP), and a reduction in the reserve re-
quirement ratio from 5 to 4. In April, the
central bank cut the policy rate by 50 basis
points, to 4.5 percent. Inflation reached 9.2
percent in July 2020, from 7.3 percent in
January 2020, driven by rising food and
transport prices.

Based on the latest household survey in
2016/17, 55.5 percent of the population
lived under the international poverty line
of US$1.90 (2011 PPP), down from 62.3
percent in 2010/11. Although growth was
broadly shared and inequality fell in the
period, growth in household consump-
tion was modest.

Outlook

pandemic by the end of 2020. It also as-
sumes a recovery in global demand,
higher prices for Rwanda’s export com-
modities, a resumption in international
business travel and leisure tourism, and
implementation of the ERP.

Fiscal pressures will persist. The budget
deficit is projected to fall slightly to 9.2
percent of GDP in 2021 and remain elevat-
ed in the medium-term. Tax revenue is
likely to remain below 15 percent of GDP.
Meanwhile, total spending will remain at
around 30 percent of GDP in 2021, in part
due to increased spending on public
health and to mitigate the impact of the
crisis on vulnerable households. In addi-
tion to higher financing requirements, the
government will reallocate fiscal resources
to priorities as defined in the ERP.

Risks and challenges

Rwanda’s medium-term outlook has
deteriorated due to COVID-19. GDP is
now projected to grow by 6.3 percent in
2021 —well below the 8.0 percent growth
forecast before the crisis —with a gradual
recovery to its pre-crisis trajectory by
2022. The current forecast assumes a
progressive lifting of the lockdown in
Rwanda and complete control of the

Risks are firmly titled to the downside. A
major risk is that domestic and global
outbreaks are not brought under control
as quickly as currently expected. The
crisis could be worse than anticipated in
case of a second wave with winter, and/
or delay in vaccine development or dis-
tribution. Deteriorating global conditions
resulting from a prolonged pandemic

could further weaken Rwanda’s fiscal
and external imbalances while inhibiting
growth and poverty reduction, depress-
ing Rwanda’s trade, hospitality and in-
vestment activities. As COVID-19
spreads locally, stringent containment
measures would disrupt economic activi-
ty further and lead to a fall in GDP in
2020, followed by slower recovery in
2021. Weather shocks remain a perennial
risk and could adversely affect agricul-
tural output.

With government debt rising sharply,
Rwanda has limited fiscal space to both
address the pandemic and pursue invest-
ment-driven growth in the absence of
donor interventions. Public and publicly
guaranteed debt is expected to rise to
76.3 percent of GDP by 2022. Failure to
back up the implementation of the ERP
by a clear fiscal reallocation strategy
could further drive up Rwanda’s public
debt and impede the delivery of critical
services for growth and poverty reduc-
tion in the long run.

TABLE 2 Rwanda / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2017 2018 2019 2020 e 2021 f 2022 f

Real GDP growth, at constant market prices 4.0 8.6 9.4 2.0 6.3 7.6
Private Consumption 11.4 8.6 9.0 4.5 4.5 5.4
Government Consumption 7.5 4.5 17.4 3.9 4.6 -6.0
Gross Fixed Capital Investment 9.9 5.4 30.6 1.8 5.7 21.3
Exports, Goods and Services 29.2 6.8 4.9 -18.0 45.5 12.6
Imports, Goods and Services 35.1 3.0 20.2 -2.7 18.7 10.1
Real GDP growth, at constant factor prices 4.6 8.5 8.9 2.0 6.3 7.6
Agriculture 4.7 6.1 5.0 2.3 5.2 5.5
Industry 1.5 8.7 16.5 4.0 9.4 11.6
Services 5.6 9.7 8.2 1.1 5.7 7.0
Inflation (Consumer Price Index) 4.9 1.4 2.4 6.4 3.7 5.5
Current Account Balance (% of GDP) -7.6 -7.9 -9.2 -14.5 -10.2 -9.0
Net Fore 999999 2.7 2.9 3.3 1.2 2.4 3.0
Fiscal Balance (% of GDP) -4.6 -4.8 -8.1 -11.6 -9.2 -6.6
Debt (% of GDP) 48.7 52.4 58.5 68.1 75.4 76.3
Primary Balance (% of GDP) -3.6 -3.6 -6.8 -10.1 -7.1 -4.5
International poverty rate ($1.9 in 2011 PPP)2® 50.5 46.7 43.0 41.9 40.8 39.4
Lower middle-income poverty rate ($3.2 in 2011 PPP)*" 75.8 72.9 69.9 68.9 68.0 66.7
Upper middle-income poverty rate ($5.5 in 2011 PPP)?" 90.1 88.8 87.5 87.1 86.7 86.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.

Notes:e = estimate. f =forecast.

(a) Calculations based on 2010-EICV-llland 2016-EICV-V. Actual data: 2016. Nowcast: 2017-2019. Forecast are from 2020 to 2022.
(b) Projection using average elasticity (2010-2016) with pass-through =0.7 based on private consumption per capita in constant LCU.
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