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Growth has picked up, but is set to remain
subdued

—Sub-Saharan Africa

——Sub-Saharan Africa excluding Nigeria and South Africa
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Growth has picked up, but is set to remain
subdued
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The recovery is not sufficient to raise GDP
per capita in many countries
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Inflationary pressures are receding
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1. A modest growth recovery in SSA
2. Factors underpinning the subdued outlook
1. External Factors
2. Domestic Factors: Fiscal, Current account, Monetary
Policies to strengthen the recovery
EAC considerations
Uganda
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The external environment is gradually
Improving

World Advanced Euro
Area

EMES

LIC

2016 3.2 1.7 1.8

2017 3.6 2.2 2.1
2018 3.7 2.0 1.9




The external environment is gradually
Improving

i I ® Avg. 2000-15 = 2016 = 2017 projection
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The external environment is gradually
Improving
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Easier financing conditions have brought

frontier economies back to the market
1,100 8

m Sub-Saharan African non-oil exporters
m Sub-Saharan African oil exporters
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Fiscal deficits are stabilizing

_ Other resource- Non-resource-
Oil exporters intensive countries intensive countries

Interquartile range Interquartile range Interquartile range
—Median
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Monetary Policy has responded to Inflationary

pressures
600

Change in Monetary Policy Rate, January 2016-August 2017
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Current account balances have improved

N
o

 Trade balance W Services (net)
® Primary income (net) " Net transfers
@ Current account balance

T

QOil exporters Other resource-intensive countries Non-resource-intensive countries
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Outline

1. A modest growth recovery in SSA
2. Factors underpinning the subdued outlook

Policies to strengthen the recovery

e Addressing debt vulnerabilities
 Emphasis on revenue mobilization
* Fostering economic diversification
EAC considerations

Uganda

Diversification




Debt stocks have risen throughout the
region

Other resource- Non-resource-

Oil exporters intensive countries intensive countries
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..In most countries.

" Lessthan 35 percent
Between 35 and 50 percent
B Greater than 50 percent




Debt service costs have increased

Interquartile range
——Sub-Saharan Africa median
—Qil exporters median
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Driven by large fiscal deficits and
depreciation

simple average
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Fiscal pressures pose risks to an already
weakened financial sector

30
m 2013

25 ® 2017:Q1 or latest available
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Fiscal consolidation plans need to be
implemented

_ Other resource- Non-resource-
Oil exporters intensive countries intensive countries
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Fiscal consolidation plans need to be
implemented

_ Other resource- Non-resource-
Oil exporters intensive countries intensive countries
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Fiscal consolidation plans need to be
Implemented

Other resource- Non-resource-
Oil exporters intensive countries intensive countries

—No adjustment ,’ —No adjustment —No adjustment
~ ——Baseline / —Baseline —Baseline
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Fiscal multipliers are lower in SSA

Impact on GDP growth of a 1 pp increase in ...

Investment-to-GDP ratio Consumption-to-GDP ratio Revenue-to-GDP ratio
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Significant potential for raising revenues

m Actual tax Tax potential
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Diversification offers a path to growth

® SSA oil exporters ® SSA other resource-intensive
® SSA non-resource-intensive » Other countries ® GNQ
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EAC

Recent Developments and Outlook




Growth projected to pick up to recent
historical levels in the EAC
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Inflationary pressures are receding
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EAC fiscal deficits are diminishing but with
large variance

EAC-5 countries

mewm Range ——Median

2011 2013 2015

EAC-5: Burundi, Kenya, Rwanda, Tanzania and Uganda




Monetary easing taking place among
EAC countries

Change in Monetary Policy Rate, January 2016-August 2017

Basis points

Mauritius
Tanzania




Current account balances are improving

® Trade balance m Services (net)
® Primary income (net) ™ Net transfers
@ Current account balance
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Debt accumulation is higher than projected
In some EAC countries

Public and Publicly-Guaranted Debt
(percent of GDP)

Rwanda
60

50
40

30

—2015 SBA/SCF —Latest —2014 AV —Latest

20
2013 2014 2015 2016 2017 2018 2019 2013 2014 2015 2016 2017 2018 2019

Tanzania 1/ Uganda

=

—2014AV | —Latest —2015AV | —Latest

2013 2014 2015 2016 2017 2018 2019 2013 2014 2015 2016 2017 2018 2019

1/ Starting in 2016, data for Tanzania include a broader coverage of outstanding government liabilities and other contingent liabilities.
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With higher primary deficits playing a
major role

Decomposition of Public Sector Debt Accumulation (percent of GDP), 2013-16

® Primary deficit ® Real interest rate
m Real GDP growth = Exchange rate depreciation
= Other @ Change in debt

Kenya Rwanda Tanzania Uganda
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Debt service is taking up an increasing
share of revenue

Interest Payments on Public Debt
(in percent of revenue)

2009 2010 2011 2012 2013 2014 2015 2016

—Kenya —Rwanda —Tanzania —Uganda
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EAC governments need to deliver on the
planned fiscal consolidation

Primary Fiscal Deficit
(Percent of GDP)

M Current B Medium Term Proj.

JlJIJlJL

Rwanda Tanzania Uganda Kenya
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UGANDA

Recent Developments and Outlook




Growth has slowed...
but a pickup Is anticipated

Contribution to GDP Growth by Sector Business Tendency Indicators
(percent, y-o-y) (index)
e Overall Index Construction
= == « Manufacturing === Agriculture
Growth, yoy (RHS)
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Private Sector Credit remains muted

Evolution of Private Sector Lending
(percent, y-o-y growth)

=FX loans (net of val. effects) ===Shilling loans ===Weighed Avg.




Inflation remains contained

. Central Bank and Interbank Rat
Inflation Rates (Annual percent change) S perceny

e Central Bank rate

=7 -day interbank rate
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External Sector conditions

Current Account Deficit is Stable Exchange Rate conditions

Improving

Nominal and Real Effective Exchange
Rates

(2010, decrease indicates depreciation)

Current Account Deficit
(percent of GDP)

Real effective exchange rate

Average REER (Jan 2010-May 2017)

= == == Nominal effective exchange rate

Source: Bank of Uganda




Fiscal policy remains focused on
infrastructure

Continued scaling up of
infrastructure spending Rising External Debt

Total Expenditures Public Debt
(percent of GDP) (percent of GDP)

M Net lending and investment
B Development expenditures

. M Public external debt
B Current expenditures
- . 0

0

B Public domestic debt

2010/11 2012/13 2014/15 2016/17 2010/11 2012/13 2014/15
(est.)

2016/17
(est.)




Fiscal policy remains focused on
infrastructure

Uganda and EAC:
Social Spending (% GDP)

M Uganda

49
B EAC Average (excl. UGA)*
3.2
2.2
1.8
' 1.0
0.5 I

Education Health Pensions Social

* 2014 or latest year available Assistance
Sources: IMF and World Bank Calculations
1. Government expenditure on old age, survivors and disability pensions.



Domestic Revenue Mobilization remains
lower than that of regional peers

EAC: Tax Revenues
(percent of GDP)
—VUganda - --Kenya ——Tanzania - - Ethiopia — -Rwanda

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

*Refer to fiscal data or calculated equivalents.

Sources: IMF staff estimates.
*EAC-3: Averages for Kenya, Rwanda, and Tanzania.




Make growth inclusive: improve skill formation

Domestic revenue mobilization reforms

Reforms to improve spending efficiency
(strengthening public investment management)

Continue enhancing financial sector inclusiveness

Improve business environment




Diversification




Goods exports rising and relatively high.

Goods exports 1990-2014 (Percentof GDP)
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Diverse picture within sub-Saharan Africa.

Goodsexports 1990-2014 (Percentof GDP)
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Diversification offers a path to growth
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® SSA oil exporters ® SSA other resource-intensive
® SSA non-resource-intensive  « Other countries
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Some countries are as diverse as peers.

Export Product Diversification by Country: 1980 and 2014
(Theil index; lower values=higher diversification)
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Uganda 1995

Export Complexity

Machines @ Transportation Mineral Products @ Metals@® Textiles @ Footwear @ Stone and Glass @
Foodstuffs Animal Hides Vegetahle Products Animal Products Chemical Products @ Animal and Vegetable Bi-Products
Instruments @ Plastics and Rubbers @ Wood Products @ Precious Metals @ Paper Goods © Miscellaneous @




Uganda 2015

Export Complexity

o

Machines @  Transportation Mineral Products @ Metals@® Textiles @ Footwear @ Stone and Glass @
Foodstuffs Animal Hides Vegetable Products Animal Products Chemical Products @ Animal and Vegetable Bi-Products
Instruments @ Plastics and Rubbers @ Wood Products @ Precious Metals @ Paper Goods @ Miscellaneous @




Broadly unchanged output structure.

Sub-Saharan Africa: Real Sectoral Shares GDP, 1995-2014

100 N
80

: B
40
20
0

1995-2004
1995-2004
1995-2004

Oil exporters Other resource-intensive Non-resource-intensive
countries countries

m Other sewvices = Wholesale, retail trade, restaurants, and hotels
m Transport, storage, and communication = Manufacturing

W Construction Agriculture, hunting, forestry, and fishing

® Mining and utiities




Labor has shifted out of agriculture.

Agriculture
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Employment in services has picked up.

Services
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No uniform picture for manufacturing.

Industry
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Getting the policy mix right and playing to
your strengths

Botswana: Expanding along
the value chain

- Built on an existing positioninthe
diamond industry

- Helped to create positive spillovers
to supporting sectors

- Strong record of good governance

« Prudent economic management

Uganda: Moving into
manufacturing

- Expanded from agro-commodities to
agro-processing

» Industrial clusters supported exports
of light manufacturing

» Sustained macroeconomic stability

- Expanding regional trade supported
export growth

Addressing debt vulnerabilities Emphasis on revenue mobilization Fostering economic diversification 6o




Thank you!

The online edition of the
Regional Economic Outlook
for sub-Saharan Africa
is now available online at
www.imf.org
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http://www.imf.org/external/index.htm
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