
1

Market Brief
Volume 4 • Issue 10    
For the period of 
15 to 19 April, 2013

The findings of this brief 
reflect the opinions of the  
authors and not those of 
the African Development 
Bank, its Board of Directors 
or the countries they 
represent.

Mthuli Ncube
Chief Economist 
& Vice President 
ECON  
m.ncube@afdb.org
+216 7110 2062

Charles Leyeka 
Lufumpa
Director
Statistics Department 
ESTA
c.lufumpa@afdb.org
+216 7110 2175

Steve 
Kayizzi-Mugerwa     
Director
Development Research  
Department 
EDRE     
s.kayizzi-mugerwa@afdb.org  
+216 7110 2064

Victor Murinde
Director
African Development 
Institute 
EADI
v.murinde@afdb.org
+ 216 7110 2072

Supervised by Steve 
Kayizzi-Mugerwa and 
Abebe Shimeles   
a.shimeles@afdb.org 
Tel.: +216 7110 2420
Manager - Research             
Partnerships Division

Prepared by the following 
staff : 

Salami Adeleke
s.adeleke@afdb.org 
Tel.: +216 7110 2551

Gilbert Galibaka
g.galibaka@afdb.org 
Tel.: +216 7110 1647

Abdelaziz Elmarzougui
a.elmarzougui@afdb.org
Tel.: +216 7110 1962

Nesrine Ressaisi
n.ressaisi@afdb.org
Tel.: +216 7110 1520

Key Points

  •   Weekly theme: High Transport Costs in Africa

  •   Global equity indices fell amid Chinese growth slowdown and ECB President’s comments.

  •   Gold enters a bearish market after the biggest selloff of the precious metal since the 1980s.

High Transport Costs in Africa
Despite the impressive economic performance recorded over recent years, Africa still lags in the area of trade 
competitiveness. Transport costs in Africa are among the highest in the world and harm the continent’s 
productivity and competitiveness on local and international trade markets. For instance, in the recent World 
Bank’s Logistics Performance Index for 2012, Sub-Saharan Africa scored poorly and less than any other region 
of the world1. According to the report, high transport costs in Africa are partly due to insufficient affordable and 
reliable transport and logistics services.

On average, transport costs in Africa are 63% higher than in developed countries. Transport costs represent 
between 30% and 50% of the continent’s total value of exports, compared to an average of about 17% of 
the value of exports in other developing countries2. For landlocked African countries, transport costs are 
significantly higher and may constitute about three quarters of the total value of exports. 

Why transport costs are so high in Africa?
Many factors contribute to transport costs in Africa being much higher than any other region in the world. 
Inadequate infrastructure, institutional weaknesses, high fuel prices and landlocked countries are among the 
major factors.

Inadequacy of infrastructure: In terms of infrastructural development, Africa still lags behind other developing 
regions of the world3. Despite substantial investments in infrastructure on the continent, transport costs are 
still high. The lack of adequate transport infrastructure in most African countries such as airports, railways, ports 
and paved roads (see table 1) leads to higher costs of transport and consequently hinders the competitiveness 
of the continent. For instance, the proportion of paved roads in Africa is five times less than in developed 
countries. Likewise, the rail network which is usually a pillar for any transport system in the world is not well 
developed in most African countries and in some countries does not even exist. Air transport, on the other 
hand, is projected to grow at an average rate of 6.1% over the period 2010-20154.

African countries are investing in large infrastructure projects dedicated to promoting the transport sector. For 
instance, new railway lines and the upgrade of many existing ones are planned across the continent. In 2011, 
for example, Ghana signed a USD6 billion deal with China for the construction of railway line and rehabilitation 
of existing lines across the country. In Kenya, the authorities plan the construction of more than 600 kilometers 
of roads and the extension of the two international airports in line with Vision 2030. Furthermore, roads and 
railway were given priorities in Zambia’s 2013 budget. Zambia’s focus is to improve the operational efficiency of 
Zambia Railways and the TAZARA Railway and promote new railway developments using the PPP framework. 
Generally, the construction and rehabilitation of railway infrastructure in Africa is in part due to the collaboration 
with Asian companies especially from China which aimed to reduce their costs of transportation of fuel-based 
energy and minerals.

1. World Bank (2012): Connecting to Compete 2012: Trade Logistics in the Global Economy
2. AfDB, OECD, UNDP and UNECA (2012): African Economic Outlook 2012
3. Agence Française de Développement and the World Bank (2010): Africa’s infrastructure: A Time for Transformation
4. African Civil Aviation Commission (AFCAC): African ministerial commission on aviation safety, July 2012

Table 1: Respondents* rating the quality of each infrastructure type ‘high’ or ‘very high’ by developing region (% of 
respondents)      

Source: World Bank (2012): Connecting to Compete 2012: Trade Logistics in the Global Economy
*The WB survey was administered to nearly 1000 respondents at international logistics companies in 143 countries



Market Brief Volume 4    Issue  10    For the period of 15 to 19 April, 2013

Stock Markets
Global Markets

Major U.S. and European equity indices fell amid the Chinese growth slowdown and as earnings released by some U.S. companies missed 
analysts’ estimates. In China, GDP grew by 7.7% in the first quarter of 2013 on a yearly basis compared with 7.9% a quarter earlier and 
against market expectations of an expansion by 8%. The weaker-than-expected Chinese data sent a negative message to financial 
markets worldwide signaling that the recovery of global economy may take longer time than expected. In the U.S., disappointing results 
by companies such as Bank of America and Textron weighed on the market sentiment. According to estimates compiled by Bloomberg, 
earnings by S&P500 companies fell by 1.4% in the first quarter of 2013. Other market drivers of the week include the declaration by the 
European Central Bank’s President that monetary policy cannot address the root causes of the region’s debt crisis and that European policy 
makers should enact structural reforms. Consequently, the DJIA fell by 2.1% and FTSE, CAC40 and DAX30 declined by 1.5%, 2.1% and 3.7%, 
respectively.

African Markets

The South African All Share index fell by 0.5% on the back of global growth worries amid lower-than-expected GDP growth for China 
in the first quarter of 2013 and weak U.S. economic data released during the week. As Chinese growth came out at 7.7% against an 8% 
median forecast for Q1 2013, the market considered this as a signal that the global economy was slowing. In Nigeria, the All Share index 
declined by 1.5% on sharp losses recorded by the banking sector especially for Wema Bank and Zenith Bank which retreated by 12.9% 
and 11.9%, respectively. In Egypt, equities gained and the EGX30 rose by 0.7% on the back of gains by some specific stocks in the financial 
sector including EFG Hermes, Al Baraka Bank and Pioneers Holding which added respectively 4.1%, 3.6% and 2.5%. In West Africa, despite 
losses recorded by Total Côte d’Ivoire which declined by 5%, the BRVM composite index rose by 2.9% driven by the performance of stocks 
including Vivo Energy Côte d’Ivoire and Bank of Africa which appreciated both by 6.7%.

Institutional weakneses and trade inefficiencies: Along trade corridors, African traders face many challenges such as administrative 
procedures and bureaucracy, heavy customs tariffs and the lack of efficient border management, as well as corruption. Poor coordination 
and information sharing among cross-borders institutions can also cause transport costs to increase. Other forms of institutional weaknesses 
include import and export bans among African countries and restrictive rules of origin and price control. Table 2 below indicates the extent 
to which bureaucracy is affecting the cost of exports and imports in African regions compared with other regions of the world. In addition, 
armed conflicts in some countries increase transport costs. 

High fuel prices: Despite a recent deceleration, oil prices are still high and persistently above USD100 per barrel. Even though higher 
energy prices are a global phenomenon which is affecting many regions, oil-importing Sub-Saharan African countries are particularly 
vulnerable to the high price of fuel. High fuel prices are affecting transport costs in Africa. According to estimates, lowering fuel prices by 
20% may lead to the reduction of transport costs by between 5% and 9% in some African regions5.

Unlocked countries: Africa counts 16 landlocked countries which have to rely on ports in neighboring countries to export and import 
goods. The distance between ports and major inland cities ranges between 1000km and 1500km. For the Central African Republic, Rwanda 
and Zambia, this distance ranges between 1500km and 2000km6. These long distances coupled with the lack of infrastructure are the main 
reasons for higher transport costs in landlocked African countries.

Benefits from reducing transport costs in Africa
Lowering the costs of transporting goods in Africa would chiefly facilitate trade between African countries thus leading to better regional 
integration and would also allow the continent to avoid food insecurity.

Fostering trade and regional integration: Reducing costs of transport would enhance the level of trade between African countries which 
in turn would foster regional integration. In 2011, intra-African trade accounted for 13% of the continent’s total trade compared with 
53% for emerging Asia7. A low level of trade and regional integration between African countries is one of the major impediments to the 
development of regional integration within the continent. Enhancing regional integration in Africa would have many benefits including 
achieving trade gains, increasing returns through economies of scale and fostering competition across the continent.

Improving food security: Despite its enormous agricultural potential, Africa has experienced eight food crises since 2005 with disastrous 
human and economic consequences. High food prices in Africa are partly due to problems related to logistics and transport. The estimated 
cost for transporting goods in Sub-Saharan Africa ranges from between USD0.04 and 0.1 per km-ton for long-distance road transport and 
from between USD0.1 and 0.4 per km-ton for short-distance. This compares, for example, with OECD countries where the cost of road 
transport is in the range of USD0.03-0.04 per km-ton8. Thus, lowering the costs of transporting goods in Africa could help sharply cut food 
prices and help avert food crises.
 5. World Bank (2009): Transport prices and costs in Africa. A review of the international corridors
 6. Rajasingham, S. (2012): Transport costs in Africa: why are they so high and what can be done about them? Available on the website of the Development Policy Center 
devpolicy.org
7. The Economist (2013): Africa’s booming economy needs modern trade routes
8. The World Bank (2012): Africa can help feed Africa: Removing barriers to regional trade in food staples

Table 2: Cross-border trade indicators in selected sub-regions   

Source: Ben Barka, H. (2012): Border posts; checkpoints and intra-African trade: challenges and solutions. AfDB’s Chief Economist Complex
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Commodity Markets

Crude (Brent): Brent crude prices fell by 3.3% to close the week slightly below the threshold of USD100 per barrel 
at USD99.8 per barrel, its lowest level in more than nine months. The drop was triggered mainly by the weaker-
than-expected Chinese data signaling that GDP growth of the world’s second-biggest economy and second-
largest consumer of crude oil eased in the first quarter of 2013. The market was translating slowing GDP growth in 
China into slower demand for oil. In addition, the election of new President for Venezuela, OPEC’s third biggest oil 
producer weighed on the crude oil market.

Gold & Silver:  Gold prices dropped sharply by 8.5% to settle at USD1405.5 per Troy Ounce hitting a two-year low 
during the week. The gold market recorded the biggest selloff since the 1980s in the first trading session of the 
week. The sharp selloff reflected investors’ fears that the central bank of Cyprus may sell its excess reserves of gold 
to gain bailout funds. Investors were especially worried that European governments may follow Cyprus in selling 
part of their holdings of the precious metal. Taking a cue from gold market, silver prices fell sharply by 13.6% and it 
was the worst performer in the S&P GSCI index of 24 commodities which retreated by 6.2%.

Cotton: Cotton prices retreated by 1.5% to close the week at USD81.4/lb on concerns of increased supply of the 
fiber. The cotton market reacted to the announcement by China’s state reserve that it would begin selling some of 
its massive reserves at the end of the week. In addition, heavy rains which were delaying corn plantings in Latin 
America were considered by the market as to lead to more acres devoted to cotton.

Coffee:  Arabica coffee prices gained by 3.9% and Robusta coffee prices increased by 0.9%. Arabica prices fell at 
the beginning of the week on speculation that growers in Brazil, the world’s largest producer, will boost their sales 
to use up inventories before the beginning of the new season of harvest. Later in the week, as speculation eased, 
the price of Arabica recovered and finished the week on a positive note. The increase of Robusta prices was mainly 
attributed to heavy rains in the main growing region of Indonesia, the world’s third-largest producer of Robusta. 
The rains slowed coffee arrivals from Indonesia and affected supply.

Cocoa: Cocoa prices finished the week 4.0% higher on signs of rising demand of the commodity in the world 
and on higher processing in North America. According to the cocoa broker Marex Spectron Group, global cocoa 
consumption will expand annually by 3% to 3.5% in the next five years driven mainly by increasing demand from 
emerging economies. In fact, the highest growth rates of demand will be seen in Asia rather than in the U.S. or 
Europe. In addition, cocoa prices increased as North American processing unexpectedly gained in the first quarter 
of 2013 indicating improving demand.

Figure 1: Price of Crude Oil Figure 2:  Oil & Metals – Weekly price changes (%)

Source : Bloomberg (2013)

Source : Bloomberg (2013)

Figure 3: Price of Cotton                                                                   Figure 4:  Agricultural commodities 
Weekly price changes (%)
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Updates on the Sahel Crisis
According to the humanitarian organization ‘Action contre la Faim’, risks of food insecurity in northern Mali is still 
high despite good rainy season in the region. About 10.3 million Malian people are food insecure of which 1.4 
million children may die of severe malnutrition. More than 450,000 displaced people refuse to return to northern 
Mali due to the armed conflict and insecurity. According to estimates by humanitarian organizations, about USD716 
million of funds are needed to provide food and agricultural assistance to the distressed populations in Mali.

Sovereign Debt Issues in Africa

In Nigeria, 10-year yield spreads fell by 1.4% as the 
decline in year-on-year inflation to its lowest level 
in five years increased the attractiveness of Nigerian 
bonds. According to data released by the National 
Bureau of Statistics, Nigeria inflation rate eased to 
8.6% in March from 9.5% in February, respectively. In 
Egypt, yield spreads rose by 5.5% as the government 
and the IMF failed to reach an agreement over a 
USD4.8 billion loan after 12 days of talks. Without this 
loan from the IMF, Egypt may face challenges to reach 
budget equilibrium by the end of the year.

Currency Markets

The euro finished the week unchanged vis-à-vis the U.S. dollar on mixed economic data from the 
U.S. and Europe. The bearish comments by the European Central Bank’s President considering 
that the recovery of the euro area faces significant downside risks weighed on the euro area’s 
single currency. On the other hand, the greenback was under pressure due to weak U.S. economic 
data including the Philly Fed manufacturing index which came out with a reading of 1.3 against 
an expected figure of 2.7.

The South African rand weakened by 3.0% against the U.S. dollar which is its worst weekly 
performance since the first week of October in 2012. The rand suffered on signs that global 
growth may decline following the GDP growth figure for China indicating that the Chinese 
economy is slowing down. In Nigeria, the naira depreciated by 1.5% as oil prices sharply declined 
thus threatening the external reserves of the country. Nigeria is Africa’s largest producer of crude 
oil which is its major source of foreign reserves.
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Figure 5: Weekly % Changes of Selected African Yield Spreads                                                                     

Source : Bloomberg (2013)

Developments Partnerships
Kenya - Tanzania: The African Development Bank approved two loans of total value of USD232.5 million for the 
construction of a road linking Arusha to Holili in Tanzania and Taveta to Voi in Kenya. The 157 kilometer road project 
is expected to reduce transportation costs in the region, improve access to agricultural input and promote regional 
integration of the East African community. The project is co-funded by the governments of Kenya and Tanzania 
contributing USD15.6 million and USD12.3 million, respectively. The road is projected to be completed by 2018.
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Countries in Focus

Burundi: Mobile phone subscriptions in Burundi surged by 17% in 2012 to reach 2.24 million people as competition 
between the five telecoms operators reduced prices. In 2007, there were about 270,000 mobile phones subscribers in 
Burundi. The number of subscriptions in the 8-million country is projected to keep increasing in the coming years as 
mobile phones have become a basic need due essentially to cheap internet browsing and money transfer services.

Kenya: Kenya Power, the country’s sole electricity provider announced plans to spend USD1.2 billion (100 billion shillings) 
over a five-year period to expand its national distribution network. Kenya Power is negotiating a USD200 million loan 
with the World Bank, the European Investment Bank, the French Development Agency and the African Development 
Bank to spend in the first fiscal year beginning on July 1. Currently, the company supplies power to 2.2 million people in 
a country of 42 million people and it seeks to connect half of the population by 2020 to the electricity grid.

Somalia: Due to improving security, Somalia is increasingly attracting foreign investors which expressed their interest 
in establishing businesses in Mogadishu. The African Development Bank approved resumption of funding to Somalia 
thus signaling that capital inflows to the country may resume. Two conferences have been held in the UK and Kenya to 
attract international investors into the country. International capital flows are needed to support the country after two 
decades of civil war.
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Updates on African Economic Indicators

Morocco: Morocco’s trade deficit for the first quarter of 2013 fell by 5.2% to 44.8 billion dirhams (USD5.3 billion) mainly 
due to slowing imports, the foreign exchange regulator said. Over the same period, foreign direct investments climbed 
by 43.9% compared to the same period one year earlier reaching 10.6 billion dirhams. In contrast, remittances from the 
three million Moroccans living abroad fell by 1.6% in the first quarter of the year to 13 billion dirhams.

Rwanda: Fitch Ratings assigned a sovereign credit rating of B (expected) for the Rwandan forthcoming USD bond issue. 
According to the agency, this is in line with Rwanda’s B long term foreign currency Issuer default rating with stable 
outlook. The expected note is justified by solid economic policies and structural reforms, macroeconomic stability and 
low government debt. Main constraints include low GDP per capita, limited economic diversification and dependence 
on international donors.

South Africa: The year-on-year inflation rate remained stable in March at 5.9% compared with the previous month. Food 
and non-alcoholic inflation decreased by 5.7% in March 2013 from 6.1% in February while housing and utilities inflation 
remained unchanged at 5.9% over the same period. Inflation is projected to deteriorate and to breach temporarily the 
upper end at 6% of the target range of 3% to 6% in the third quarter of 2013. According to the South African Reserve 
bank, the deterioration of inflation is expected to be mainly driven by the depreciation of the rand and by higher global 
oil prices.
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Global Economic Indicators

Updates of the Week: US Industrial Production (Mar)
Next Week’s Update: US PMI (Apr)
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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 19 April 2013

7

Source : ADB Statistics Department 2013. 
* in the interbank currency market.
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        Appendix Table 2: Exchange Rate Movements – Week ending 19 April 2013

Source Bloomberg. *Value at end of 18/04/2013 


