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Key Points

  •   Weekly theme: « Poverty is on the retreat in Africa»

  •   Euro area’s indices gained as confidence in the economy of the region climbed.

  •   The Sahel region is threatened by a serious food and nutrition crisis.

Poverty is on the retreat in Africa
Overcoming extreme poverty remains at the top of the development agenda in Africa and this commitment 
is paying off but at a slower pace. Recent evidence1 indicates that poverty in Africa and in all the regions of 
the world declined over the period 2005-2010. In Africa, the proportion of people living below the poverty 
line decreased to 40% in 2008 from 47% in 1990, making it the first ever reversal of the long term poverty 
trend (see Figure 1). However, there are disparities in the rate of decline between Africa and other regions. For 
example, between 1990 and 2008, the average rate of decline in the poverty headcount for Africa was nearly 
twice and three times lower at 9% relative to Asia’s 15% and Latin America’s 24%. 

A number of factors have contributed to the observed decline in the level of poverty in Africa, chief among 
them is sustained increase in economic growth.

The African continent sustained high level of economic growth averaging slightly more than 5% of annual 
GDP growth over the period 2001-2010. Moreover, throughout this period, Africa’s average population growth 
rate of about 2.5% was significantly below the average economic growth rate. Hence, the sustained economic 
growth recorded by most African countries over the past decade has played a role in poverty reduction. 

Other contributing factors have been the implementation of key structural reforms, prioritizing and promoting 
education and health, developing the private sector and the country’s infrastructure, and harmonizing 
international aid2. These factors have improved access to basic social services.

The critical role that the international community, including development financial institutions, is playing in 
the fight against poverty on the continent cannot be overstated. For instance, the African Development Bank 
has highlighted poverty reduction as its main objective and has been extensively involved in supporting 
poverty alleviating policies and measures on the continent. But the battle on poverty reduction is not yet over.

Why poverty reduction in Africa is too slow?

Despite the remarkable progress in fighting extreme poverty, Africa still lags other regions of the world and 
the decline in both absolute and relative poverty on the continent is considered too slow. According to a 
recent report by the AfDB3, Sub-Saharan Africa is not on track to achieve its regional target of reducing the 
percentage of people living in extreme poverty to 29% by 2015. Many of the gains realized at the beginning 
of the previous decade have been offset or reversed, mainly on account of the global financial crisis and hikes 
in world food and fuel prices. Moreover, the wide disparities in poverty between African countries are equally 
of great concern. For instance, although Morocco, Gambia, Senegal, Cameroon, Ethiopia and Ghana have 
made significant progress towards poverty reduction, other countries such as Cote d’Ivoire and Nigeria have 
experienced increases in the level of extreme poverty.

1. World Bank (2012): Global Poverty Update.
2. Shimeles (2010): Financing Goal 1 of the MDGs in Africa: some evidence from cross-country data.

Figure 1: Poverty headcount ratio at $1.25 a day (PPP) (% population)                                                                

Source: World Bank, 2012
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Stock Markets

Global Markets

U.S. equity indices were broadly unchanged during the week on mixed U.S. economic data. The DJIA ended the week flat whereas the 
S&P500 gained marginally by 0.3%. The Institute for Supply Management’s US factory index unexpectedly declined to 52.4 in February from 
54.1 in January. Moreover, consumer spending in the U.S. rose less than half as expected by 0.2%. On the other hand, US GDP growth and 
housing market data indicated that the world’s largest economy continues to recover steadily. In Europe, most indices gained as economic 
confidence in the euro area region climbed following the resolution of the second Greek bailout. The CAC40 increased by 1.0% while the 
DAX30 and the MIB30 went up by 0.8% and 2.5%, respectively. However, the FTSE was relatively flat, marginally down by 0.4%. 

African Markets

Egypt’s main equity index ended the week with substantial gains (+4.4%) following the announcement by the State Election Committee 
that the presidential elections will to be held in May. In Kenya, the NSE20 index climbed by 2.5% reflecting better-than-expected full-year 
earnings released by major companies, with British American Tobacco (+8.6%) and Bamburi Cement (+18.4%) among the top performers. 
The Nairobi stock market also benefitted from macroeconomic data indicating that the inflation eased in February. In Mauritius, the Semdex 
declined by 1.2% for the third consecutive week as the country’s Central Statistics Office revised downward its projections for tourism 
arrivals in the country for 2012.

Among many, three main contributing factors to why poverty reduction slowed in Africa4. First, increases in GDP growth, whilst robust in 
historical terms, was not enough to make a stand out as significant dent on poverty. According to the United Nations Economic Commission 
for Africa (UNECA), Africa would need to grow by an annual average of at least 7% in order to meet the millennium development goal of 
reducing poverty by half by 2015. In contrast, Africa experienced average annual growth rates of 5.3% throughout the period 2001-2009, 
and only a handful of countries recorded GDP growth rates of more than 7%. 

Second, the link between poverty reduction and economic growth was weaker in Africa than in other regions. The elasticity between 
growth and poverty was equal to -1.7 for the African continent compared with -2.0 and -3.1 for South Asia and Latin America and Caribbean, 
respectively4. However, studies5 caution the use of contant elasticities to estimate growth required to achieve, for instance MDG milestones.

Third, persistent inequalities may impede the responsiveness of poverty to economic growth. Evidence based on elasticity calculations 
showed that compared to other regions of the world, inequalities in Africa significantly dwarfed the beneficial impact of the continent’s 
economic growth4. Reducing income disparities will enhance the responsiveness of poverty to economic growth.

The need for inclusive growth

Despite the remarkable achievements in Africa, the weak link between economic growth and poverty reduction has shown lack of 
inclusiveness of Africa’s growth performance. Promoting inclusiveness in all its facets will ensure that the benefits of growth reach more 
people, especially the poorest, thereby aiding poverty reduction6. Thus, focusing on a strategy that advocates for creation of long term 
productive employment rather than income redistribution per se, and emphasizing equity and equality of opportunities, would especially 
enhance inclusiveness, thereby accelerating poverty alleviation.

3. AFDB (2011): Gender, Poverty and Environmental Indicators on African Countries.
4. Fosu (2011): Economic Growth, Inequality and Poverty: why has poverty reduction been slow in Africa?
5. Bigsten and Shimeles (2007): Can Africa Reduce Poverty by Half by 2015?
6. Ianchivichina and Lundstrom (2009): What is inclusive growth?

Source : Bloomberg (February/March, 2012)
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Commodity Markets

Crude (Brent) : The price of Brent Crude fell 1.8% on the back of easing political tension between Iran and the West. 
Expectations of a contraction in demand from China during 2012 added downward price pressures on Brent. China 
set its annual growth target for 2012 at 7.5%, the lowest in eight years. News from the US Department of Commerce 
of a 4% drop in January sales of manufactured goods also undermined crude prices.

Gold & Silver : Gold and silver prices shed 4% and 1%, respectively, over the past week. The US Federal Reserve (FED) 
dismissed commitment to another stimulus plan sparking a selloff in precious metals. The testimony of FED chief 
Bernanke signaled to bullion traders the small likelihood of quantitative easing in the next Federal Open Market 
Committee (FOMC) meeting in March reducing the appeal of precious metals as currency hedges. 

Cotton : The price of cotton fell by 2.3% following the International Cotton Advisory Committee’s (ICAC) 
announcement of an 11% projected increase in global cotton stocks for 2012/13.  The projected stock-to-use ratio 
of 60% is the largest since the early 1990s.

Coffee :  Arabica and robusta coffee prices slid 0.4% and 0.72%, respectively, during the week. Brazil’s Arabica harvest 
is projected to increase by 16% in 2012-13, while output from Honduras (Central America’s largest producer) is 
expected to expand 21% due to favorable weather conditions. Similarly, robusta harvests in Indonesia and Vietnam 
(the world’s first and fourth largest producers) is expected to rise by 38% and 11%, respectively.  A Large supply of 
both beans will continue to dampen prices. 

Cocoa : Cocoa prices fell 1.2% on speculative betting on weather conditions improving crop prospects in West 
Africa, the world’s biggest producing region. During the week, short rains in Cote d’Ivoire, Southern Ghana, 
Southern Nigeria and Cameroon have eased concerns of dryness and increased the likelihood of a bumper harvest. 
Furthermore, Credit Suisse has lowered near term forecasts of cocoa prices by 1.5% citing ample current supply of 
the grain and lower demand from Europe. Credit Suisse estimates that cocoa prices will average USD2,200 per ton 
in the first quarter of 2012.   

Figure 2: Price of Crude Oil Figure 3:  Oil & Metals – Weekly price changes (%)

Source : Bloomberg (February/March, 2012)

Source : Bloomberg (February/March, 2012)

Figure 4: Price of Cotton                                                                   Figure 5:  Agricultural commodities 
Weekly price changes (%)
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The Crisis in the Sahel and Food Price Inflation in East Africa- Updates

According to UNOCHA figures, a serious food and nutrition crisis is threatening the Sahel region with over 10 
million people already facing food insecurity and over 1million children at risk of acute malnutrition. Five of the six 
countries affected (Burkina Faso, Chad, Mali, Mauritania and Niger) have called for international assistance, with 
the sole exception being Senegal. 

In East Africa, wheat prices stabilized, albeit at high levels, as the upcoming harvest in South Asia is expected 
to bring large supplies to world markets. A large proportion of Tanzania’s wheat production is exported to 
neighboring countries. The rising trend in the price of maize in Kenya is attributed to stock holding in anticipation 
of higher prices following the end of duty-free maize imports at the beginning of the year. In addition, cross 
border inflows into Kenya from Uganda and Ethiopia have been limited due to higher prices in South Sudan.

Sovereign Debt Issues in Africa

The yield spread on Nigerian sovereign debt reduced 
by 6.6% (from 398.0 bp to 371.8 bp) as inflows of 
budgetary allocations to governmental agencies 
increased liquidity and, in turn, increased demand for 
sovereign bonds. In Tunisia, the yield spread widened 
by 5.0% following the release of official data showing 
an increase in the country’s trade deficit and increasing 
tensions between the government and the country’s 
largest labor union. In Senegal, the sovereign spread 
fell 5.7% as concerns over the presidential elections 
eased.
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Exchange Rate Markets

The euro strengthened against the U.S. dollar as the European Central Bank extended loans 
to euro area banks. Moreover, successful bond auctions by Italian and Spanish governments 
supported the single currency. Despite positive Japanese economic indicators released 
during the week, the yen weakened 1.1% vis-à-vis the greenback mainly due to the continued 
monetary easing by the Bank of Japan.

The South African rand surged 3.0% against the U.S. dollar on increasing demand for 
emerging markets’ assets. The rand, which often tracks the euro, benefitted from positive 
economic news from the euro area and the strengthening of the region’s single currency. 
In Nigeria, the naira strengthened 0.5% in the interbank market as U.S. dollar sales by major 
foreign oil companies increased earlier in the week fuelled the demand for the local currency. 
In Uganda, the shilling fell 1.7% as the Central Bank unexpectedly cut its key lending rate for 
March, citing subsiding inflationary pressures.

 Source: East African Grain Council’s - Regional Agricultural Trade Intelligence Network (February/March, 2012) 
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Figure 8: Weekly % Changes of Selected African Yield Spreads                                                                     

Source : Bloomberg (February/March, 2012)

Figure 6: Wheat prices in Selected East African Markets                                                                Figure 7: Maize prices in Selected East African Markets                                                                   
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Countries in Focus

Algeria: On February 29, Algeria signed bilateral agreements with five countries (Brazil, Cuba, Uruguay, 
Venezuela, and Argentina) which are members of the World Trade Organization (WTO). Bilateral agreements are 
a preliminary step before a country can accede to membership in the WTO. Moreover, according to the Algerian 
Ministry of Trade, negotiations with the United States and the European Union have reached an advance stage 
but no date regarding the signature of agreements has been provided. As part of the bilateral agreements, 
Algeria is requested to pursue structural reforms to enhance the competitiveness of its economy.

Egypt: Over the next two years (2012/2013 and 2013/2014), Egypt will need USD11 billion to undertake its 
economic reform program, the Ministry of Finance announced on March 1. The main reforms include introduction 
of value added tax, amending tax laws for real estate, and reorganizing the country’s energy subsidies programs.

Nigeria: A report by credit ratings agency Standard and Poor’s (S&P) commended Nigerian banks for engaging 
more in the domestic economy.  According to S&P, Nigeria now has fewer, but larger banks with better corporate 
governance compared to two years ago. However, the sector needs a longer positive regulatory track record 
before risk to the economy is reduced on account of regulatory oversight. 

South Africa: South Africa’s National Union of Mineworkers (NUM) urged miners to accept offers made by Implats 
Platinum to rehire 17,000 miners who went out on an illegal strike demanding salary increases. The strike at the 
Implat’s Rustenburg operation, the world’s largest platinum mine, led to a significant reduction in production 
and a 21% hike in global platinum prices this year. The company maintains that it would only be able to rehire 
87% of fired miners due to reduced operational capacity.     
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African Economic Indicators - Updates

Ethiopia: The country’s total export revenues increased by 21% during the first half of the fiscal year 2011/2012 
(Jul-Dec 2011). Gold, oil seeds, and livestock boosted Ethiopia’s total exports, according to data released by the 
Ministry of Trade on February 27. Total exports are projected to be USD4 billion in 2011/2012.

Kenya: The year-on-year inflation rate declined for the third consecutive month to 16.7% in February 2012 from 18.3% 
one month earlier, according to data released by the National Bureau of Statistics. Food and non-alcoholic beverage prices 
which account for 36% in the CPI went down 2.5% to 22.1% in February from 24.6% in January. This was mainly due to 
a monthly decline in the prices of sugar (-17.6%), maize flour (-4.3%), wheat flour (-6.2%), maize grain (-2.6%), and rice 
(-0.8%).

Libya:  The transitional government announced that the country’s 2012 budget is estimated to be USD52.7 
billion. This figure included reconstruction costs but no further details were provided.

Tunisia: Fitch Ratings kept Tunisia’s long-term foreign and local currency ratings unchanged at BBB- and BBB, respectively, 
with negative outlooks assigned for both. The agency explained its decision by citing two factors: i) the ‘relatively smooth 
political transition’ and ii) the ‘worse than expected economic performance’. The maintenance of the negative outlook 
is chiefly related to the local and international economic risks that may jeopardize the sustainability of the internal and 
external debt.

Zambia:  Fitch Ratings revised the outlook on Zambia’s long-term foreign and local currency Issuer Default 
Ratings to negative from stable but affirmed both ratings at ‘B+’. The revision reflected the agency’s concerns 
about the direction of economic policy in view of the reversal of the privatization deal relating to Zambia’s 
Telecommunications Company without compensation and the probe into the sale of the state owned bank in 
2007.

Uganda:  For the second consecutive month, the Central Bank of Uganda cut its key lending interest rate by 1 
percentage point to 21% in March. According to its Monetary Policy Committee, the decision to ease monetary 
policy was informed by the downward trend in inflation over the past four months. The inflation rate currently 
stands at 25.4% and there are expectations of a decrease to single digit, the governor said.

Figure 7: Maize prices in Selected East African Markets                                                                   
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Global Economic Leading Indicators
Update of the week:   U.S. PMI (Feb), South Africa PMI (Feb)

Next Week Updates: German Industrial Production (Jan), China Industrial Production (Feb)
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German Industrial Production Growth (MoM) German Purchasing Manager Index

Chinese Industrial Production Growth (YoY) Chinese Purchasing Manager Index

US Industrial Production Growth (MoM) US Purchasing Manager Index

US Retail Sales Growth (MoM) South Africa Purchasing Manager Index

Source: Econoday, Kagiso. 2012
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Appendix Table 2 : Exchange Rate Movements – Week ending 02 March 2012

        Appendix Table 1: Stock Market Movements – Week ending 02 March 2012
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Source : ADB Statistics Department February/March 2012. 
* in the interbank currency market.

Source: Bloomberg. * value at end of 03/01/2012


