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Economic growth for the region remains challenging,

although bottoming out
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Source: World Bank staff estimates.
Note: Extreme poverty is measured as the percentage of people living on less than $2.15 per day (2017 PPP). e = estimate; f = forecast; GDP = gross domestic product.
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Presenter Notes
Presentation Notes
Notes: 
Economic growth slowed to 3.6 percent in 2022, from 4.1 percent in 2021, an upward revision of 0.3 percentage point from the October 2022 Africa’s Pulse forecast. The upward revision is on the back of a more positive performance of the global economy in the last quarter of 2022, which included the resilience of the US economy, thanks to recent policy measures and declining inflation; lower than expected gas prices in Europe; and the expectation of a rapid growth recovery in China as the country unwinds its zero-COVID policy.
Notwithstanding recent improvements, economic activity in the region is projected to continue to decelerate to 3.1 percent in 2023, a 0.4 percentage point downward revision compared to the October 2022 Africa’s Pulse forecast. The persistent sluggishness of the global economy, declining yet high inflation rates, and challenging global and domestic financial conditions amid high levels of debt explain the downgrade. 
Growth is estimated to pick up to 3.7 and 3.9 percent in 2024 and 2025, respectively—thus signaling that growth should be bottoming out this year. 

The dismal performance in per capita terms compounded by the low growth elasticity of poverty projects that the region’s poverty headcount ratio will be 34 percent in 2023, from a COVID-19 peak of 35.3 percent in 2020.



and the growth for the next two years is modest
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Source: World Bank staff estimates.
Note: e = estimate; f = forecast; GDP = gross domestic product.
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Presenter Notes
Presentation Notes
Notes:
In AFE, GDP growth is expected to decelerate to 3% in 2023, from 3.5% in 2022. Growth will accelerate to 3.7% and 3.9% in 2024 and 2025, respectively.
In AFW, GDP growth is expected to decelerate to 3.4% in 2023, from 3.7% in 2022. Growth will accelerate to 3.9% and 4% in 2024 and 2025, respectively.
The estimated per capita income growth for the region, as well as subregions, remains insufficient to reduce extreme poverty and boost shared prosperity in the medium to long term. 
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Presenter Notes
Presentation Notes
Notes: 
2023 downgrade in the largest economies in the region (South Africa, Nigeria, Ethiopia, Kenya, Angola) 
More than 2 in 5 countries in the region experience growth deceleration in 2023.
WAEMU: Resilience attributed to the performance of the services sector and a recovery in investment.


2023 Growth Deceleration: Drivers

1) Sluggish and uncertain global growth

2) Tightened global financial conditions

Persistent inflation

~

(1)
(2)
(3) Lack of investments in the region
(4)
(5)

5) High levels of public debt
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[1] Sluggish and uncertain low global growth

Weak recovery in the global economy

Commodity prices easing in recent

months
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Presenter Notes
Presentation Notes
Excel Sheet: Global

Slower global growth amid tightening financial conditions
Figure [1]: Source: World Bank. 
Note: EMDEs=Emerging market and developing economies. Aggregate growth rates are calculated using real US dollar GDP weights at average 2010-19 prices and market exchange rates. Data for 2023 and onward are forecasts. Figure shows deviation between current forecasts and January 2020 Global Economic Prospects. January 2020 baseline extended into 2023 and 2024 using projected growth for 2022. 	
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[2] Tightened Global financial conditions

Inflation in Advanced Economies (%)
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Presentation Notes
Figure [1]: Sources: IMF International Financial Statistics
Figure [2]: Sources: BIS (database); Bloomberg; Haver Analytics; WDI (database); World Bank. 
Note: G7 = Canada, France, Germany, Italy, Japan, the United Kingdom, and the United States. Short-term policy rate weighted by nominal GDP in current US dollars. “t” is the month before the US policy rate increases. Cycle ends when the G7-weighted policy rate peaks. Judgement used to define “double-peak” cycles. March 2022 cycle extended using market-implied interest rate expectations from March 2023 onward, observed on February 21, 2023. 	




[3] Lack of investments in SSA

Slower investment growth in Sub-Saharan Slower investment growth in private,
Africa and subregions public and foreign investments
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Presenter Notes
Presentation Notes
Note: Investment growth is computed as the growth rate of gross fixed capital formation (expressed in local currency at constant prices). The definition is in line with World Bank (2023). The black dashed lines represent the average long-term growth of investment for each corresponding group, as measured by the group’s average over 2000–19. 


Facts
Sub-Saharan Africa faces a myriad of challenges to regain its growth momentum. One of these challenges is to overcome the protracted slowdown of growth of investment in the region. 
Investment growth in Sub-Saharan Africa fell from 6.8 percent in 2010–13 to 1.6 percent in 2021, with a sharper slowdown in AFE than AFW. 
Amid the economic fallout of the pandemic and the war in Ukraine, investment growth is expected to remain modest and below the average growth rate of investment over the past two decades.



[4] Persistent inflation

CPI Inflation Rate, 2018-2025 (%) Number of Countries with 2+ digit inflation
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Presenter Notes
Presentation Notes
Notes: 
Consumer price inflation in Sub-Saharan Africa accelerated sharply and hit a 14-year record high in 2022 (9.2 percent), fueled by rising food and energy prices as well as weaker currencies. 
The number of countries with two-digit average annual rates of inflation in the past year increased from 9 in 2021 to 21 in 2022. 
A slowdown in aggregate demand, declining commodity prices, and the effects of the monetary policy tightening across the continent will lower inflation in the region to 7.5 percent in 2023, and further to 5 percent in 2024. 
Additionally, the number of countries with two-digit inflation is expected to drop to 12 in 2023. 
Although headline inflation appears to have peaked at the end of the past year, inflation is set to remain high and above central bank target bands for all countries with an explicit nominal anchor in 2023.  



Excel Sheet: Infla1
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Presenter Notes
Presentation Notes
Monthly inflation figure. 
Notes [1] The figure depicts the year-over-year headline inflation (bars) and food inflation (diamonds) in January 2023 (or latest available). Zimbabwe++ has rates of headline and food inflation that exceed 100 percent. 
Exchange Rate figure. 
Notes [2] The figure presents the cumulative variation of select SSA and world currencies from 31 December 2021 to March 23. A negative (positive) cumulative variation represents a depreciation (appreciation). 




[5] High levels of public debt

Public Debt in Sub-Saharan Africa Rising Debt Service
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... and elevated debt vulnerabilities

High Risk of debt distress for most SSA countries Sovereign Spreads (in basis points)

Evolution of the Risk of External Debt Distress
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Presenter Notes
Presentation Notes
Notice the increase in sovereign spreads after the SVB and Signature Bank collapse

Risk of debt distress figure. Excel Sheet: Debt L
Source: [1] World Bank staff estimates as of December 2022. 
Note: The data cover joint World Bank–International Monetary Fund debt sustainability analyses for low-income countries in Sub-Saharan Africa. The number of countries varies by year. LIC DSF = Low-Income Country Debt Sustainability Framework. 	


Sovereign spreads figure. Excel Sheet: Spreads
Source: [2] Bloomberg




Macroeconomic policy response so far...

Monetary Policy Rates in SSA Primary Balance (% GDP)
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Presenter Notes
Presentation Notes
Monetary Policy Rates figure. 
Notes: [1] The bars depict cumulative variation in the interest rate (in percentage points) from January 2022 to January 2023. The diamonds signal the monetary policy rate at the end of January 2023. CEMAC = Economic and Monetary Community of Central Africa; WAEMU = West African Economic and Monetary Union. 
Primary balance figure. 
Notes [2] The orange bar represents the primary balance in 2022 and the black dot is the primary balance in 2023. The green represents fiscal consolidation is the difference between the primary balances in 2020 and 2023 is positive. If negative, it indicates fiscal expansion.




Policies: restoring stability and reigniting growth

African policymakers must rely increasingly on their domestic
policy space to:

(1) Restore macroeconomic stability
(2) Deepen structural reforms to foster inclusive growth

(3) Seize the opportunities available during the low carbon
transition
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Restore macroeconomic stability

Restoring macroeconomic stability

- Monetary tightening while keeping an eye on its effects on economic activity and the financial sector.
- Strengthen institutions that support an independent, transparent, sound and accountable central bank.

- Policy coordination to avoid actions that weaken monetary transmission such as fiscal dominance and FX
restrictions.

- Fiscal policy anchored on debt sustainability.

Accelerating debt reduction and improve debt restructuring mechanisms

- Speed up debt treatments under the Common Framework (clear timeline for different stages of the
process, transparent rules and producers).

- Incentives to encourage earlier participation of the private creditors and new bilateral lenders.
— Increase uptake: Expand eligibility to middle-income countries with debt distress.
= Increase debt transparency to facilitate debt reconciliation and restructuring.
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Deepen structural reforms

Bolster private investment and improve competitiveness

- Market reforms to curtain structural and regulatory barriers.
- Trade and FDI policies to boost participation in global markets and access to intermediate inputs

- Strengthening institutions to enforce competition laws (competition agencies, procurement systems)

Boost public investment efficiency amid scarce financing resources

- Improve governance of investment projects (appraisal and selection)
- Enhance management of public-private partnerships
- Strengthen credibility of multi-year budgeting

Attracting FDI and getting the most of it

- Infrastructure: Expanding/upgrading transportation system, access to electricity

= Institutions: Strengthening investment/export promotion agencies, modernizing customs/border control
procedures

- Incentives: Competitive exchange rates, transparent regulations, pro-export trade policies
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THE LOW CARBON TRANSITION
PRESENTS AN OPPORTUNITY TO:

- Achieve fiscal stability
> Drive economic transformation

OO



The number of resource rich countries in Africa is growing,

with significant recent discoveries

Resource rich countries in Africa

Growth in mineral reserves

140
130
o
o
W
!
o 120
£
wuv)
4]
c
(9]
(%]
£ 110
el
9]
<
(9]
o
5
W Fossil fuel rich 100
B Mineral rich
Non-resource rich
North Africa and South Sudan o
2014 2015 2016 2017 2018 2019 2020 2021 2022
Source: Based on IMF 2012.
Note: Resource-rich countries are defined in IMF (2012) as low-income, lower-middle-income, or upper-middle- ——Cobalt COpper pananns Manga nese
income countries that had either natural resource revenue or exports equating to at least 20 percent of total i
fiscal revenue or exports, respectively, over the period 2006-10, including countries with identified reserves but Source: World Bank 2023

where production has not begun or has not reached significant levels. Countries where the main type of natural
resource is oil or gas are in blue. Countries where the main type of natural resource is minerals and metals are in
orange. South Sudan is not included in the IMF (2012) resource-rich country classification.

OFFICE OF CHIEF ECONOMIST, AFRICA REGION @ @


Presenter Notes
Presentation Notes
The region’s huge untapped natural resource potential offers a pathway to navigate the coming years.
Most of the region’s countries are already classified as resource rich
Many new discoveries – in both minerals but also petroleum – mean there is significant opportunity for new investments and new fiscal revenues



Significant untapped fiscal opportunities

from natural resources

N

Fiscal opportunity: Africa’s resource rich
countries captured around 40% of total
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Presentation Notes
There are significant untapped fiscal opportunities from natural resources

Countries capture only around 40% of rents as revenues. 

This implies there is more opportunity for fiscal mobilization from new and existing projects.

The industry is more deterred to invest by uncertainty and inconsistency, relative to higher rent capture.

Furthermore, taxing fossil fuels more would reduce the implicit production subsidy, and therefore help mitigate global emissions, while raising more revenues.



Regional Integration Presents an Opportunity

to Unlock Regional Value Chains

National mineral trade restrictions may impede

—> African Continental Free Trade Area Could help . . '
progress on AfCFTA and regional integration

mining sector policies to be more regional and
continental

- Reducing and harmonizing mineral tariffs can help

promote regional value chains ' '

- New examples of regional cooperation are

emerging such as recent ‘Battery Minerals’ mou ‘; el
between DRC, Zambia and the USA. a T .
' ri “ p '
Trade restrictions, all commodities
@ Export prohibition ® Export quota Export tax

Nonautomatic licensing @ No restrictions Not researched

Source: Based on Trade in Raw Materials Database, OECD 2020.
Note: Color coding is indicative of severity of restriction and not of the number of restrictions. Countries in gray
have no data.
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Presentation Notes
Regional integration can provide another tool for resource-rich countries to unlock more domestic value

By eliminating national trade and value-addition restrictions, such as nationally-defined local content policies and export restrictions, countries can promote regional collaboration and trade.

This can unlock regional comparative advantages and maximize opportunities for regional value chains

The MOU between DRC and Zambia is an example of neighboring countries collaborating to maximize the opportunity from battery minerals (e.g. cobalt and copper)


=
Leveraging natural gas reserves will play a role inh meeting universal

energy access goals

Estimated Oil and gas reserves in Sub-Saharan Power generation capacity additions in Africa
. Africa . to reach universal energy access by 2030
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Presentation Notes
Its not just minerals that have seen significant reserve additions

Many new discoveries of Oil, and particularly gas have taken place in past decade plus.

Many new or undeveloped gas fields across the region (Tanzania, Mozambique, Senegal, Mauritania etc.)

TO meet Africa’s ambitious energy access goals, gas will play a key role alongside renewables.

Even under lower carbon scenarios, gas will be needed for domestic consumption, but also for export markets. 


Africa has significant — and untapped

— renewable energy potential

Potential and installed capacity for wind (left), solar (middle), and hydropower (right)
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Presenter Notes
Presentation Notes
Alongside gas, Africa also has significant untapped renewable energy opportunity.

Wind, solar and hydropower can all play a role

Africa’s energy needs imply a ‘more of everything’ approach, where costs of renewables continue to fall.


Policies:

Opportunities to leverage resources for growth

Leverage natural resources for fiscal revenue and economic growth

- Increase value captured from both fossil fuels and mining, through fiscal regime that maximizes resource rent
capture, while being stable and robust to changing circumstances

- Manage the boom and boom and bust cycle with by managing expectations, developing and maintaining
sound fiscal policies, and investing resource revenues into human capital development

—> Prepare for a future by supporting asset diversification and skills development amidst automation

Utilize into the African Continental Free Trade Area to build regional value chains
- Work towards tariff harmonization and implementation of continental free trade
- Mitigate non-tariff barriers, including energy, transportation, and customs barriers

- Work to maximize regional value addition and build regional value chains, particularly by mitigating nationally-
focused protections and restrictions
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Policies: Opportunities to move towards universal

energy access

Recommendations for improving access to electricity

- Ambitious scaling up of energy generation and access to meet Africa’s growing needs. This includes important
roles for Africa’s significant gas reserves alongside renewables

—> Utilize fiscal revenue from, and investments in, the mining, oil and gas sectors to support universal energy access
through public investments in renewable energy.

- Strengthen grid and mini-grid infrastructure wherever feasible, while limiting subsidies to low quality electricity
alternatives
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Thank you!
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