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This chapter provides a macroeconomic review of Africa and the outlook for the short- and medium-term. It first presents a brief overview 
of the performance of Africa’s economies during 2009, focusing on the impact of the global financial and economic crises and on the 
Bank’s response. This is followed by some perspectives on the medium-term outlook for Africa and the role of the Bank during that period, 
to support its RMCs and set their economics back on a sustainable growth path.

OVERVIEW OF 
THE MACROECONOMIC 
SITUATION
At the beginning of the global financial cri-
sis in late 2008, it was generally believed 
that Africa would not be seriously affected 
in view of its limited integration in the glo-
bal financial market. Indeed, the first-round 
effects were minimal, although not all coun-
tries were immune. South Africa and other 
emerging economies in North, East, and 
West Africa which were more exposed to the 
global financial market, experienced “sud-
den stops” of capital flows, with declines 
in stock market indices and the profitabil-

ity of banks, including an increase in non-
performing assets. By early 2009 the worst 
effects of the crisis were unfolding through-
out Africa as trade, capital flows, tourism, 
and commodity prices fell victim to the global 
downturn. Policymakers were faced with the 
question of how to mitigate the longer-term 
impact of the crisis while preserving the 
continent’s robust economic performance 
achieved over the previous decade.

At the macroeconomic level, the crisis deep-
ened, but with varied impact across Africa. 
Overall, real GDP growth in Africa in 2009 
was estimated at 2.5 percent, less than half 

the pre-crisis rate, resulting in the first decline 
in real GDP per capita for the continent in a 
decade (see Table 2.1). The worst-affected 
countries were the emerging RMCs, includ-
ing frontier markets such as South Africa and 
the Seychelles, and resource-rich countries 
such as Angola and Botswana. By contrast, 
resource-poor or landlocked countries in East 
and West Africa have weathered the global 
downturn better. In addition, as a result of 
the crisis, Africa lost between 30-50 per-
cent of its 2008 export revenues in 2009. 
Despite some relief on import bills due to 
falling food and oil prices, the overall trade 
balance deteriorated significantly. The con-

Table 2.1: Africa – Macroeconomic Indicators, 1990–2009

Indicators 1990 2000 2005 2006 2007 2008 2009

Real GDP Growth Rate (%) 3.1 4.3 5.9 6.2 6.4 5.6 2.5

GDP Per Capita (US$) 746 726 1,077 1,207 1,372 1,570 1,446

Inflation (%) 14.4 9.1 7.2 6.1 7.0 10.6 9.9

Fiscal Balance (% of GDP) -5.4 0.2 2.6 4.6 1.8 2.2 -4.4

Gross Domestic Investment (% of GDP) 20.6 18.8 21.5 21.8 23.8 25.1 25.7

Gross National Savings (% of GDP) 20.7 22.2 25.5 29.6 29.1 29.7 23.0

Real Export Growth (%) 8.9 9.3 5.3 3.0 7.6 -0.1 -5.7

Trade balance (% of GDP) 1.4 4.7 6.6 7.4 6.4 6.9 0.1

Current Account (% of GDP) -1.1 2.5 3.8 6.3 3.8 3.8 -2.9

Terms of Trade (%) 8.1 11.2 14.6 5.0 2.5 11.4 -14.7

Total External Debt (% of GDP) 55.5 54.5 33.2 25.7 24.3 21.3 23.4

Debt Service (% of Exports) 29.5 17.1 13.5 15.6 7.9 5.2 7.5

Net total ODA (US$ billion) 24.4 15.1 33.8 41.4 36.7 40.4 …

Foreign Direct Investment Inflows (US$ billion) 2.8 9.7 38.2 57.1 69.2 87.6 …

Source: ADB Statistics Department, UNCTAD and IMF.
... Data not available
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tinent moved from a current account surplus 
of 3.8 percent of GDP in 2008 to a deficit 
of 2.9 percent in 2009, a drop of 6.7 per-
centage points. Furthermore, the decline in 
export revenues, remittances and in a few 
instances aid, exerted a downward pressure 
on exchange rates. 

Similarly, the continent’s fiscal balance wors-
ened, as a surplus of 2.2 percent of GDP in 
2008 turned into a deficit of 4.4 percent in 
2009 (see Table 2.1). Fiscal space was par-
ticularly affected through revenue losses and 
automatic stabilizers associated with slower 
economic activity. A more detailed analysis of 
the macroeconomic situation and outlook for 
Africa can be found in the African Economic 
Outlook, 2009/2010 edition.

Regional and Subregional 
Macroeconomic Indicators
Further analysis of the impact of the global 
financial crisis shows that real GDP growth 
declined in Africa by 3.1 percentage points, 

from 5.6 percent in 2008 to 2.5 percent in 
2009, particularly among large and resource-
rich economies. The drop in real GDP growth 
is a major setback for the continent, leading 
to shrinking per capita income for the first 
time in a decade. Per capita GDP declined 
from a peak of US$ 1,570 in 2008, to US$ 
1,446 in 2009. 

The crisis also left in its wake a significant 
decline in trade balance. In 2009 Africa’s 
trade with the rest of the world declined 
to 0.1 percent of GDP from 6.9 percent 
in 2008. Despite instability in the internal 
and external balances, inflation fell by 0.7 
percentage points in 2009, compared to 
2008, indicating better macroeconomic 
management on the part of African govern-
ments, as well as the effects of lower prices 
for food and fuel imports in recent years. 
Most countries had to rely on borrowing 
to offset the adverse impact of the crisis 
on growth and macroeconomic stability. 
Consequently, the debt level of the conti-

nent increased from 21.3 percent of GDP in 
2008, to 23.4 percent in 2009. Debt service 
as a percentage of exports also increased 
from 5.2 percent in 2008 to 7.5 percent in 
2009 (see Table 2.1). 

The impact of the crisis on African econo-
mies varied considerably across subregions 
and countries, as shown in Table 2.2. The 
severity and impact of the global economic 
crisis resulted in lower real GDP growth in 
2009 compared to 2008 in all subregions, 
underscoring its widespread ripple effects. 
The East Africa subregion recorded a growth 
rate in real GDP of 5.8 percent, maintaining 
its ranking as the fastest-growing subregion 
on the continent since 2005. This was mainly 
due to accelerated growth rates in Ethiopia, 
Sudan, Tanzania, and Uganda during this 
period. However, compared to 2008, growth 
in East Africa decelerated by 1.4 percent-
age points in 2009. Of all the subregions, 
Southern Africa has been the hardest hit. 
Real GDP deteriorated to a negative growth 

Table 2.2: Subregional Macroeconomic Indicators, 2009

Indicators East 
Africa

North 
Africa

Southern 
Africa

West 
Africa

Central 
Africa

Africa

Real GDP Growth Rate (%) 5.8 3.8 -1.1 3.0 1.7 2.5

GDP Per Capita (US$) 616 3,133 2,599 867 703 1,446

Inflation (%) 16.1 9.1 8.2 9.7 10.0 9.9

Fiscal Balance (% of GDP) -3.3 -4.0 -6.7 -4.5 3.2 -4.4

Gross Domestic Investment (% of GDP) 21.7 28.8 22.6 25.2 25.2 25.7

Gross National Savings (% of GDP) 13.1 28.8 15.3 28.1 16.3 23.0

Real Export Growth (%) -1.2 -4.4 -9.8 -2.1 -4.5 -5.7

Trade Balance (% of GDP) -10.0 -2.8 1.0 6.6 14.9 0.1

Current Account (% of GDP) -7.5 -0.9 -4.9 0.4 -6.7 -2.9

Terms of Trade (%) -7.2 -12.9 -18.2 -6.3 -29.3 -14.7

Total External Debt (% of GDP) 37.5 15.7 28.0 20.9 29.8 23.4

Debt service (% of Exports) 4.9 6.2 11.8 3.7 8.3 7.5

Sources: ADB Statistics Department, UNCTAD and IMF.
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rate of 1.1 percent in 2009, compared to a 
positive growth rate of 5.4 percent in 2008. 
The significant decline in economic activity in 
South Africa, Botswana, and Angola resulted 
in a 6.7 percent fall in GDP per capita from 
US$ 2,787 in 2008 to US$ 2,599 in 2009. 
Similarly, West Africa’s robust growth of 5.5 
percent in 2008 declined to 3.0 percent in 
2009. Central Africa and North Africa also 
experienced lower GDP growth rates of 1.7 
percent and 3.8 percent in 2009, compared 
to 4.8 percent and 5.3 percent respectively 
in 2008. 

East Africa’s relatively better growth came 
at a price. Inflation rose to double-digits in 
the subregion in 2009 – almost twice the 
continental average – while in other subre-
gions inflation was in single digits, except 
for Central Africa, which almost equaled the 
continental average. Understandably, fiscal 
and trade balance deteriorated markedly 
in all subregions, with the fiscal imbalance 
more pronounced in Southern Africa and 
West Africa. A decline in trade balance was 
evident in East Africa and North Africa. 

The Global Economic 
Crisis and the Bank Group’s 
Response 
With hindsight, it is clear that the Bank’s ear-
ly mobilization of its knowledge resources, 
together with its engagement with RMCs 
and other regional bodies such as the 
African Union Commission (AUC) and the 
United Nations Economic Commission for 
Africa (UNECA), proved to be an effective 
strategy for offsetting and also monitor-
ing the effects of the crisis. It also provided 
the partners with a platform to strategically 
develop and coordinate Africa’s response at 
various levels. The Committee of Ten (C-10) 
African Ministers of Finance and Central 
Bank Governors, which had been estab-
lished in Tunis in November 2008, became an 
important African forum and voice. This con-
sultative process fed directly into important 
global processes such as the G-20. It ben-
efited from the Bank’s in-depth analysis of 

key issues that inform policymaking in Africa. 
The IMF, the World Bank, the AfDB, and other 
multilateral institutions were called upon to 
provide flexible financial instruments in sup-
port of countercyclical actions, and to ensure 
pro-growth policies that enhance diversifica-
tion and competitiveness. 

The strategic measures that were adopted 
were additionally intended to reposition the 
continent in order that it might avail itself of 
any opportunities that might emerge from 
the crisis. For example, cofinancing arrange-
ments with other cooperating partners were 
concluded, as in the case of the Global Trade 
Liquidity Program (GTLP) administered by 
the IFC (of the World Bank), to ensure that 
trade finance would continue to flow into 
Africa. In addition, the Bank galvanized both 
African and international opinion in address-
ing the crisis. The Bank’s adoption of flexible 
responses to the crisis, which comprised the 
frontloading of resources and restructuring 
projects to deliver resources where they were 
most needed, also proved to be very success-
ful. This was done through the establish-
ment of the US$ 1.5 billion (UA 0.96 billion) 
Emergency Liquidity Facility (ELF) and a US$ 
1.0 billion (UA 0.64 billion) Trade Finance 
Initiative (TFI), approved by the Boards on 
March 4, 2009.

The commendable outcomes at the Bank’s 
operational level were due to an increase in 
the volume of private sector operations, from 
UA 901.2 million in 2008 to UA 1.16 billion 
by end-2009, well above the pre-crisis tar-
get. Public sector operations also increased. 
By the end of 2009, the Bank had financed 
over UA 6.92 billion worth of public sector 
projects, including UA 4.35 billion directed at 
MICs. This represents more than a threefold 
increase over the 2008 approvals level. In 
addition, the ADF delivered UA 2.43 billion 
during 2009, characterized by substantial 
frontloading of resources to RMCs. 

Consistent with the scaling-up in the volume 
and number of instruments of development 

assistance, the Bank enhanced its capacity 
and systems in order to maintain the high-
est standards of corporate governance and 
integrity in executing its mandate. In 2009 
the Bank raised over UA 5.14 billion (over 
US$ 7.5 billion equivalent) from the capital 
markets. In spite of these achievements, the 
increasing demand for financing from RMCs 
has demonstrated the inadequacy of the cur-
rent resource envelope. This, coupled with 
the financial crisis, has resulted in the Bank 
initiating steps for an early General Capital 
Increase (GCI-VI) during 2009 to help meet 
the exceptional demand  emanating from 
its RMCs. 

ECONOMIC OUTLOOK FOR 
AFRICA AND THE ROLE OF 
THE BANK
Africa’s economic outlook for 2010 has 
improved, but not substantially. Because of 
the anticipated global recovery and domestic 
policy responses, Africa’s real GDP growth 
is projected to reach 4.5 percent and 5.2 
percent in 2010 and 2011 respectively, still 
well below the growth rates of the pre-crisis 
years. For 2009, inflation is estimated at 9.9 
percent and the projection is that this will 
decline to 7.7 percent in 2010 and 7.0 per-
cent in 2011 (see Table 2.3).

On the basis of the expected continuous 
improvements in the global economy in 2009 
and beyond, fiscal balance is projected to 
improve from a deficit of 3.3 percent, to 
a deficit of 1.9 percent of GDP in 2011. 
The current account balance, estimated at 
a deficit of 2.9 percent of GDP in 2009, is 
projected to shift to positive territory in 2010 
and 2011 (see Table 2.3).

Going forward, the Bank’s continued support 
to African countries will be essential to set 
their economies back on a sustained growth 
path. This requires a focus on key structural 
reforms such as strengthening the financial 
sector, streamlining labor market regulations, 
developing financial markets, strengthening 
governance, supporting private sector devel-
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opment, and promoting economic diversifica-
tion. These reforms need to be accompanied 
by measures to establish social safety-nets 
for the most vulnerable segments of the 
population. Private sector development is a 
key medium-term challenge, one that should 
provide a basis for greater diversified growth 
in the coming years. 

The countries with more developed financial 
sectors and a high share of foreign owner-
ship have taken steps to protect domestic 
banks from the impact of the financial cri-
sis. As in other emerging market economies, 
cooperation in the areas of regulation, finan-
cial supervision, and crisis prevention within 
the financial sector are critically important in 
Africa. Greater financial literacy for all mar-
ket participants also needs to be promoted, 
particularly awareness of the risks associated 
with various forms of loans.

To prevent the crisis from derailing the con-
tinent from its high growth path, and to 
preserve poverty reduction gains, substantial 
external financial resources will be required. 
The estimates over the next 2 years range 
between US$ 50 billion per year, to over US$ 
120 billion per year. Such resources will be 
critical for the development of infrastruc-
ture in particular. Mobilizing the necessary 
level of financial resources and assistance 
will be challenging, especially in the wake 
of the financial crisis, which has left many 
traditional investors risk-averse. However, 
there are significant potential returns to be 
gained for investors from assisting African 
countries to weather the storm and reboot 
their economies. This is evidenced by the 
growth potential and the sound economic  
 management capacity demonstrated by 
African governments over the past decade, 
including during the financial crisis. 

The demand for Bank lending is projected to 
remain high in the medium to long term, due 
to a combination of two important factors. 
First, while the continent was recording high 
growth rates before the crisis, these were 
insufficient to make a significant contribu-
tion toward attaining the MDGs. Second, the 
Bank has established itself as a partner of 
choice for RMCs. It is important to note that 
African countries have substantially improved 
their macroeconomic management capacity 
and transparency and so are better placed to 
absorb increased levels of external inflows. 
The Bank will therefore need to operate at 
higher levels of funding than before the crisis, 
but this will only be possible with a major 
scaling-up of its resources. It is in recogni-
tion of these special circumstances that the 
Bank has initiated the process of the Sixth 
General Capital Increase (GCI-VI) and the 
Twelfth Replenishment of the ADF.

Table 2.3: Africa – Macroeconomic Forecasts for 2010 and 2011

Indicators 2010 2011

Real GDP Growth Rate (%) 4.5 5.2

Inflation (%) 7.7 7.0

Fiscal Balance (% of GDP) -3.3 -1.9

Current Account (% of GDP) 0.04 0.6

Source: ADB Statistics Department
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