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Key Points

  •   Weekly theme: African Economic Growth - Drivers and Challenges

  •   Global equity indices fell as IMF cut 2014 economic outlook for U.S.

  •   The euro strengthened following strong economic data in France and Germany.

African Economic Growth - Drivers and Challenges
Despite global economic uncertainties, African economies are set to continue growing at sustained rates in 
2013 and 2014, although regional disparities will remain. In 2012, the African continent as a whole recorded 
an average growth rate of 6.6% compared with 3.5% in 2011. This strong performance was in part due to the 
Libyan economy which grew by about 95% in 2012 from a negative figure of 60% in 2011 following the civil 
war. As indicated by figure 1, in 2013 and 2014 Africa’s GDP is projected to grow by as much as 4.8% and 5.3%, 
respectively. The favorable mid-term economic outlook for Africa will be mainly driven by improvement of 
global economic outlook and enhanced macroeconomic stability in African countries. In addition, the relative 
stabilization of the situation in North African countries and in other areas of conflicts such as Mali will further 
consolidate the economic performance of the continent.

Nevertheless, the high growth rates have not sufficiently reduced poverty and food insecurity in the continent. 
Africa needs a sustained growth rate of at least 7% annually to cut poverty significantly. With an annual 
population growth persistently above 2%, reducing poverty will require almost 5% of average growth rate per 
capita to reduce poverty on the continent. This compares with a projected average growth rate per capita in 
Africa in 2013-2014 at less than 3%.

In terms of regional economic performance, West Africa will continue to be the leader on the continent with 
projected growth rates at 6.7% and 7.4% in 2013 and 2014, respectively. Added to oil and minerals sectors, the 
agriculture and services sectors will be key drivers of West African growth. In contrast, North Africa is projected 
to record the slowest growth in 2013 and 2014 at the levels of 3.9% and 4.3%, respectively, as North African 
countries struggle to restore political stability following the uprisings of 2011. In Southern Africa, growth rates 
are expected at 4% in 2013 and 4.6% in 2014 mainly supported by the recovery of the South African economy 
which was adversely hit by strikes in the mining sector in the past year. High economic growth rates are also 
projected in East Africa with average rate ranging between 5% and 7% in Ethiopia, Rwanda and Tanzania in 
2013 and 2014, respectively. The Central African economies are also poised for high growth with average 
rates expected at 5.7% and 5.4% in 2013 and 2014, respectively. Natural resources including oil, minerals, and 
agriculture as well as the construction sector will be the main drivers of Central African economies in the next 
two years.

Figure 1: Africa’s Economic Growth 2002-2014     

Source: AfDB, OECD, UNDP, ECA (2013): African Economic Outlook 2013 

Table 1: Growth by regions and country groupings (real GDP growth in %)   

Source: AfDB, OECD, UNDP, ECA (2013): African Economic Outlook 2013 
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Stock Markets
Global Markets
Major global equity indices ended the week on losses as the International Monetary Fund (IMF) cut its 2014 economic outlook for the U.S. 
and on weaker-than-expected Chinese data. The IMF lowered its forecast for GDP growth in the U.S. in 2014 to 2.7% from the previous 
estimate of 3%. The IMF is expecting the U.S. Federal Reserve to maintain its large plan of bonds’ monthly purchases at least until the end 
of the year and urged the central bank to carefully manage its exit plan in order to avoid disturbing financial markets. In China, economic 
data came out weaker than predicted by the market which affected investment confidence in the Chinese economy as an engine for global 
growth. In fact, official data indicated that industrial production in China rose by 9.2% in May compared with 9.3% in April and gains of 
export were at a 10-month low while imports dropped. Consequently, in the U.S. DJIA fell by 1.2% while in Europe, FTSE, CAC40 and DAX30 
declined by 1.6%, 1.7%, and 1.5%, respectively.

African Markets
The South African All Share index fell by 1.2% following weak economic data indicating that the country’s retail sales growth slowed to 
1.9% in April compared with 2.7% in March. In Nigeria, the stock market dropped by 5.8% erasing previous week gains on the back of 
substantial losses recorded by major companies including Oando, Lafarge and Nigerian Breweries which declined by 17.1%, 11.8% and 
11.5%, respectively. In Egypt, the EGX30 dropped sharply by 8.1% with significant losses recorded by major sectors including Telecoms, 
which shed by 12.7%. This decline came amid calls by major opposition parties for more protests at the end of June, one year after the 
election of President Mursi. In Ghana, the All Share index gained 1.3% on positive company-specific news including the acquisition by RBL 
Bank of a stake in HFC Bank which accounted for 84% of the stock exchange’s turnover.

Drivers of Africa’s Growth
Many factors will contribute to the economic growth of Africa in the coming years. Chief among them, there is buoyant domestic demand, 
increasing exports of commodities and dynamic agriculture and services sectors.

Growing domestic demand: On the demand side, domestic demand will be a major growth driver for many African countries despite 
weaknesses in the global economy. Higher consumption and investment from both public and private sectors are boosting demand in 
Africa. Private consumption, which is projected to contribute the most to African GDP, benefitted from record flows of remittances and 
higher rates of credits for the private consumption. Also, higher earnings recorded by domestic sectors will support domestic consumption 
thus fostering economic growth.

Exports of natural resources: In resource-rich African countries, exports of oil, minerals and other natural resources will be the major 
engines of growth. Despite global uncertainties, prices of commodities are expected to remain high and to be a key driver of African 
growth over the next few years. African exports are increasingly exposed to the Chinese market which will limit the dependency of many 
African countries on European markets. China is projected to be the main trading partner for many African countries including Angola, the 
Democratic Republic of Congo, Mauritania, Sudan, and Zambia.

Agriculture and services: The agriculture sector, which employs 60% of Africa’s workforce, and the services sector are expected to be 
major sources of African growth over the medium term. In some African countries including Ethiopia and Niger, agriculture contributes 
40% or more to GDP. In 2012, agricultural production in many African regions increased due to favorable weather conditions which helped 
mitigate the impact of high global food prices. Even though agriculture remains vulnerable to weather conditions and external shocks, 
raising productivity and earnings of the sector will be a driver for the African economy over the medium term. The service sector is 
increasingly becoming a major contributor to African economic growth. This trend is projected to continue and to further consolidate in 
the future. Added to traditional sectors such as transport, trade and real estate, telecommunications, financial and insurance services and 
information technology are projected to have a significant impact on Africa’s GDP in the coming years.

Key Challenges to Africa’s Growth
Geopolitical risks on the continent, global economic uncertainties in both developed and emerging countries and macroeconomic 
conditions are expected to be the major challenges to African economies over the medium term.

Local geopolitical risks: In some regions of Africa, notably in North Africa, the Democratic Republic of Congo, Mali, and Nigeria, political 
tensions and armed conflicts will be the main threats to the economic growth. In North Africa, progress in terms of democratic transition 
is slow which is negatively affecting consumer spending and investor confidence and economic activities. Social tensions are particularly 
high in the region which will further constrain the economic recovery two years after the revolutions. Despite improvements in other 
countries including Mali and South Sudan, while security is not fully restored, the impact of instability on the economies will remain high 
with significant downside risks.

Global uncertainties: The global economy is still facing headwinds mainly on the back of the European debt crisis and fiscal uncertainty 
in the United States. The recovery of the world economy is projected to improve slowly on account of a deepening European fiscal crisis. 
Quantitative easing programs in major developed countries showed how difficult it is to regain growth through monetary measures 
following financial growth. Excessive liquidity created by quantitative easing may further constrain the global economy as it may lead to 
currency wars and financial bubbles. For Africa, trade, capital and investment flows are the main channels for the transmission of global 
economic weaknesses. In addition, growth rates in emerging economies including notably China, India and Latin America are slowing and 
may impact growth in Africa over the short and medium term.

Macroeconomic conditions: Consolidating stable macroeconomic conditions will be a major short-term challenge to overcome by many 
African countries. In view of inflationary risks due to high food and fuel prices, monetary authorities in Africa should balance the need to 
spur growth and credit expansion with the risks of upward inflationary pressures and the depreciation of local exchange rates. While some 
African countries still have room for monetary easing without inflationary risks, other countries such as South Africa have limited capacity 
to use monetary policies to arbitrate between growth and inflation.
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Commodity Markets

Crude (Brent): Brent crude prices rose by 1.4% to close the week at USD105.9 per barrel as U.S. retail sales grew by 
0.6% in May compared with 0.1% in April and 0.4% estimated by economists polled by Bloomberg. In addition, data 
from the U.S. Department of Labor showed that weekly jobless claims declined by 12,000 to 334,000 in the week 
ending on June 7th. The improved outlook for the U.S economy was a signal to investors that demand for crude oil 
will increase in the coming months.

Gold & Silver:  Gold prices increased slightly by 0.4% as the increase in wholesale prices in the U.S. fuelled inflation 
concerns and supported the demand for gold as a hedge against inflation. However, gains by gold have been 
limited as strong jobs data in the U.S. eased pressure on the Federal Reserve to maintain its stimulus plan. For silver, 
prices dropped by 4% as weak economic data in China weighed on the demand for the precious metal as a major 
component in the industrial process.

Cotton: Due to bearish reports on U.S. production, cotton prices surged by 7.1% during the week to settle at USD89/
lb. According to the U.S. Department of Agriculture, American farmers may harvest 13.5 million bales of cotton in the 
12 months starting August 1st. This compared with a previous projection of 14 million bales and median estimates 
of analysts at 13.98 million bales over the same period. Domestic output in the U.S., the world’s largest producer 
and exporter of the fiber, is projected to drop by 22% due to the drought that hit crops in major producing regions.

Coffee:  Prices of Arabica coffee fell by 4% as the harvest advanced in Brazil, the world’s largest grower of the beans. 
In addition, prices of Arabica were down due to a weaker local currency which prompted Brazilian growers to sell 
more beans in the futures market. Robusta coffee prices decreased by 4.5% hitting the lowest level in 17 months 
as dry weather was accelerating the harvest in Indonesia and as rainfall in Vietnam favored the development of the 
crop and alleviated concerns over drought.

Cocoa: Prices of cocoa fell significantly by 4.8% as the industry regulator in Côte d’Ivoire, the world’s largest producer 
of cocoa, decided to refund exporters and processors buying undersized beans. This was a signal to investors of 
ample supply of the commodity on the global markets.

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

Source : Bloomberg (2013)

Source : Bloomberg (2013)

Figure 4: Price of Cotton                                                                   Figure 5:  Agricultural commodities 
Weekly price changes (%)
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Updates on the Sahel Crisis
The European Commission decided to increase its financial support to the Sahel region by 69 million euros as 
humanitarian needs are growing. According to the Commission, the additional funds will be used to provide food 
assistance, clean water and access to basic health services to women and children suffering from hunger and 
malnutrition. This funding brings total emergency assistance by the European Commission to the Sahel Region to 
184 million euros.

Sovereign Debt Issues in Africa

Nigerian 10-year yield spreads rose by 8.1% 
despite positive data including the decline in 
the inflation rate to 9% in May from 9.1% one 
month earlier. The increase in Nigerian yield 
spreads was mainly due to the fact that Nigeria 
sold about USD130 million worth of bonds with 
maturities ranging from 5 to 20 yields with high 
yields. Nigerian bonds were less attractive during 
the week as prices fell in the last week’s selloff by 
foreign investors.

Currency Markets
The U.S. dollar weakened by 1.5% and 4.2% against the euro and the Japanese yen, respectively. 
The euro benefitted from strong economic data in France including industrial production which 
unexpectedly rose by 2.2%. Investors on currency markets were confident that the outcome 
will be positive following the hearings held by the German Constitutional Court on the legality 
of the ECB’s upcoming bond purchase program. The strong performance of the Japanese yen 
was mainly attributed to the decision of the Bank of Japan to maintain unchanged its monetary 
policy operations.

The South African rand depreciated by 0.3% against the greenback as the country’s mining 
production unexpectedly fell by 0.4% in April compared with the level recorded one year earlier. 
Also, weak retail sales growth which came out at 1.9% in April compared with 2.7% in May 
weighed on the South African rand. In Nigeria, the naira fell by 1.2% against the U.S. dollar and 
recorded its worst weekly performance on price-taking as foreign investors were repatriating 
their gains from the country’s financial markets.
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Figure 6: Weekly % Changes of Selected African Yield Spreads                                                                     

Source : Bloomberg (2013)

Developments Partnerships
Mozambique: The African Development Bank granted USD33.2 million of additional funding for Mozambique to 
repair the Massingir dam in the province of Gaza. The Bank has a total of USD60 million available to repair the 
dam which has been damaged by heavy rains. The reparation will increase power generation capacity and benefit 
resident communities in the Limpopo National Park.
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Countries in Focus

Africa: According to the United Nations Industrial Development Organization, Africa’s industrial sector may expand to 
contribute at least 25% of the continent’s GDP. Currently, the industrial sector contributes less than 15% of GDP in Africa. 
In order to develop the industrialization strategy of the continent and to achieve desired growth rates, jobs creation and 
structural transformation, the industrial sector in Africa should contribute 25% of GDP, according to a UN official. The 
continent has all the resources needed to achieve industrial development.

Malawi: The Malawi Industrial Research and Technology Development Centre announced it will support innovative 
economic development initiatives in the country through enterprise development and grant facility. This will promote 
the formation of local business organizations and enterprises’ value chain as well as strengthening alliances between 
government, business and communities. The program is also aimed at alleviating poverty through public-private 
partnerships supporting productive investments and stimulating inclusive economic growth.
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Updates on African Economic Indicators

Kenya: Kenya Investment Authority announced that the country attracted 14 investments projects with a total capital 
of USD355 million in May which is 57% higher than the previous month. These investments are expected to create 
employment for 923 Kenyans and 57 non-Kenyans.. Following the success of the recent general election in the country, 
domestic and foreign investors’ confidence in the local economy has increased. The manufacturing sector which is 
considered an engine of growth in Kenya accounted for nine out of the total 14 projects approved in May.

Nigeria: Year-on-year inflation rate fell to 9% in May from 9.1% in April, data released by the National Bureau of Statistics 
showed. This was in line with expectations as the median estimate of economists surveyed by Bloomberg was 9%. 
Thus, the Central Bank of Nigeria, which held unchanged its key interest rate for 10 consecutive months at 12%, may 
further raise the policy rate if government spending increases further.

South Africa: Growth in South African retail sales slowed to 1.9% in April compared with a revised figure of 2.7% in March 
as slowing economic growth and higher unemployment affected consumer spending. A median estimate by a panel 
of economists surveyed by Bloomberg stood at 3.5% growth rate of retail sales in South Africa. The unemployment 
rate climbed to 25.2% in Q1 2013 from 24.9% the previous quarter as the expansion of labor force in retail, finance and 
construction sectors shed jobs in the country.
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Global Economic Indicators

Updates of the Week:  US Retail Sales (May), US Industrial Production (May)
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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. 2013
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        Appendix Table 1: Stock Market Movements – Week ending 14 June 2013
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Source : ADB Statistics Department 2013. 
* in the interbank currency market.
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        Appendix Table 2: Exchange Rate Movements – Week ending 14 June 2013

Source Bloomberg. *Value at end of 14/06/2013 


