Multi-Speed Growth

Regional Economic Outlook
for Sub-Saharan Africa

African Department

International Monetary Fund
November 30, 2016

International Monetary Fund, Regional Economic Outlook for Sub-Saharan Africa, October 2016



Outline

* Multispeed economic growth: recent developments,
outlook, risks;

* Exchange rate regimes: macro- and growth
implications;

* Natural disasters: macro-implications and response.
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GDP growth and per capita GDP growth are
expected to be the lowest in 20 years...

Real GDP Growth, 1970-2016 Real GDP per Capita Growth (Percent)
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...economic growth outcomes vary across the
region

Real GDP Growth, 2010-16
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The recovery is expected to be gradual...

ica: Real GDP Growth
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Weak commodity prices have been hampering
commodity exporters’ growth,

Selected Commodity Prices
(Change since 2013)
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Source: IMF Commodity Price System; IMF Global Assumptions.
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Change in Commodity Terms of Trade
and Real GDP Growth, 2016 vs 2013
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Percent of GDP

.while financing conditions have tightened

Foreign Inflows, 2010-14
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Sources: World Bank data; and IMF staff calculations.
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Southern Africa has been affected by the drought

Rural Population Affected by Drought Real GDP Growth, 2016: October 2016 versus
(2016, percent of rural population) October 2015 Projection
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Source: Southern African Development Community Regional Humanitarian Appeal, Source: IMF, World Economic Outlook database.
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Policy response has been muted, as indicated by
significant fiscal imbalances

Sub-Saharan Africa: Fiscal Balances, 2010-16
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...and debt i1s on the rise

Sub-Saharan Africa: Public Sector Debt, 2010-16
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Source: IMF, World Economic Outlook database.
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External imbalances are manifested by foreign
exchange reserves

International Reserves in Months of Imports, 2014-16
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Inflation has been rising

Selected Sub-Saharan African Countries: Inflation
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1 Reflects Consumer Price Index inflation for all urban areas, which is the
inflation that the South African Reserve Bank targets.

International Monetary Fund, Regional Economic Outlook for Sub-Saharan Africa, October 2016 1



Credit to private sector has slowed, while non-
performing loans are on the rise...

Growth of Real Credit to the Private Sector
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Weakening domestic fundamentals and the

yields

SSA Frontier Markets in Context: Eurobond Yields, 2014-16
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Export diversification helps improve resilience to
shocks

Dependency on Commodities, 2012-2016 Export Diversification and Output Volatility, 1990-2010
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Exchange rate regimes: Transitioning toward
less flexible regimes

Number of Exchange Rate Regime Transitions, 1980-2014
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Exchange rate regimes: Inflation and
economic growth

Inflation Performance Per Capita Growth Performance
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Exchange rate regimes: Fiscal discipline

Overall fiscal balance and Exchange Rate Regime Primary fiscal balance and Exchange Rate Regime
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Exchange rate regimes and economic growth

Real Exchange Rate Volatility

Competitive Exchange Rate Trade Openness
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SSA 1s more vulnerable to natural disasters
than most other regions,

World and Sub-Saharan Africa: Frequency of Disasters, 1990-2014

1. World 2. Sub-Saharan Africa
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Source: Incidence of Natural Disasters database, EM-DAT; and IMF staff calculations.
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...being highly dependent on agriculture, high
poverty, and limited access to finance

SSA: Share of Agriculture and Selected Regions: Poverty Agricultural Insurance Premium,
GDP per Capita, 2014 Headcount Ratios, 2012 2011 (Percent of total)
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Natural disasters: transmission channels

Lower human capital
Damaged infrastructure

Slowdown in economic
activity

Reduced output and exports,
plus increased imports

Lower tax revenue and
increased spending

Reduced subsistence
production and employment
opportunities

Lower growth
Weakened external position

Worsened fiscal position

Weaker financial sector
Social indicators worsen
(food insecurity, poverty,
inequality)
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Natural disasters: macro- and social
implications

Ec'onornic Cost of Selected Trade Balance (1990-2014) Fiscal Balance Excluding Grants Poverty and Inequality
Disasters (1990-2014) (1990-2014) (2011-13)
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Natural disasters: Enhancing economies’ resilience

Considerations in Determining the Size of Buffers

’ ‘ Financing and Trade-offs f \

Taking Stock of Disaster Budget and BOP Buffer Decision
Costs financing available

4 )
( A [ Opportunity cost ] Optimal fiscal buffer
Frequency and damage g . J

caused / \

Fiscal & External Position

Optimal international
reserves buffer

BOP and fiscal needs

Fiscal deficit and public debt ‘
\ \_ )‘ \ \_ ] ‘

International reserves situation

"

Source: IMF forthcoming.
Note: BOP = balance of payments.
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Thank you!

World Economic and Financial Surveys

Regional Economic Outlook

The online edition of the

Regional Economic Outlook

Sub-Saharan Africa
.......... Multspeed Growth for sub-Saharan Africa
:16 is now available at

www.imf.org
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