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Key Points

  •   Weekly theme: Reversing Flight of Skilled Labour

  •   Global equity indices rose after the U.S. budget deal. 

  •   The U.S. dollar appreciated against its major peers on better outlook for the U.S. economy.

Reversing Flight of Skilled Labour
Africa, a continent known for its abundant natural resources, also has important human resources. 
Unfortunately, Africa is not fully leveraging this huge potential of skilled people due essentially 
to the brain drain. Despite the lack of consistent data on African human capital flight, there is 
an evident increase of a brain drain from African countries to developed regions. According to 
estimates by the International Organization for Migration, Africa has been losing 20,000 skilled 
professionals every year since the 1990s1. Of the ten countries in the world with the highest 
percentage of educated people living abroad, six are in Sub-Saharan Africa. For instance, one-third 
of skilled Angolan people lived abroad in 2008 and this rate was almost 50% in Ghana in the same 
year2. 
Costs of brain drain to Africa
The continuous loss of human capital constitutes a major institutional, social and financial cost 
to the African continent. On average, Africa spends USD4 billion per year for technical assistance 
from Western experts and companies3. This is a direct financial cost that the continent incurs as 
it lacks necessary domestic skills for its technical activities. Even though the migration of skilled 
professionals has some benefits for the continent, including remittance flows and the return of 
talented workers after gaining experience, the brain drain involves losses for countries that have 
heavily subsidized their education systems but cannot retain the skilled professionals they have 
trained. Also, human capital flight slows the transfer of technology and widens the technology gap 
between Africa and the developed world.

In the health sector, where the brain drain is most acute, African physicians prefer to work outside 
their homeland. According to the World Health Organization, there were on average two physicians 
for every 10,000 Africans4 between 2000 and 2009 in Africa. For some countries such as Ethiopia 
and Malawi, this average was only 0.5 physicians for every 10,000 people compared with a world 
average of 14. This was the lowest rate in the world and there is no sign that any progress has been 
achieved since that time. Sub-Saharan African countries that invest in training doctors lose up to 
USD2 billion as physicians leave their homeland to work in developed countries5. Added to that, 
due to the lack of qualified doctors, Africa also faces substantial non-monetary costs such as high 
mortality rates. In contrast, total benefits to Australia, Britain, Canada and the United States, of 
African doctors’ migration amount to approximately USD4.5 billion. As indicated in Figure 1, about 
23% of locally trained African physicians move to OECD countries. This represents the largest share 
among all the developing regions. This phenomenon has exacerbated the problems of the health 
sector in the poor countries. Likewise, African universities are losing talented African scholars 
who prefer to move to North America and Europe. This exodus is robbing African universities of 
professionals who benefitted from their countries’ resources to build their skills and capabilities. 
This also prevents African students from getting training and knowledge transfer from the most 
talented and creative academic professionals.

1. International Development Research Center (2012): Brain drain and capacity building in Africa
2. Hanson, S. (2008): Is brain drain good for Africa? Available on the website of the Council on Foreign Relations at www.cfr.org/africa/
brain-drain--good-africa/p16986
3. International Organization for Migration (2010): World Migration Report 2010 - The Future of Migration: Building Capacities for Change
4. World Health Organization (2012): World Health Statistics 2012
5. Kelland, K. (2011): Doctor brain drain costs Africa USD2 billion. Available on the website of Reuters at www.reuters.com/
article/2011/11/25/us-african-doctors-migration
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Stock Markets
Global Markets

Global equity markets rallied during the week as Obama’s administration and Congress signed on the last day of 2012 a budget deal to 
avert more than USD600 billion in tax increases and spending cuts. The agreement included increasing income tax rates, maintaining 
unemployment benefits for millions of people, and delaying automatic budgetary spending cuts for two months. Thus, the compromise 
would principally raise tax rates for incomes over USD400,000 for individuals and USD450,000 for jointly filing couples. Other elements of 
the compromise include setting the estate-tax rate at 40% on estates over USD5 million rather than current rate at 35%. However, the delay 
in spending cuts by Congress was considered by some investors as delaying the fiscal cliff to a new one with a new deadline on 1 March. 
Other market drivers of the week include the increase in German retail sales by 1.2% in November compared with market expectation of 
0.8% and the increase in U.S. payrolls in December by 155,000 following a revised 161,000 advance recorded in November. Consequently, 
DJIA gained 3.8% and FTSE, CAC40 and DAX30 rose by 2.8%, 3.0% and 2.1%, respectively.

African Markets

Major African equity indices advanced during the week on the back of positive global development and domestic events. In South Africa, 
the All Share index rose by 2.3% as most emerging stock markets gained as U.S. lawmakers reached a budget deal that may lift U.S. economic 
growth in the first quarter of the year. In Egypt, the EGX climbed by 5.8% as the International Monetary Fund announced that a delegation 
will visit Egypt in the next week to resume talks with the government on a vital USD4.8 billion loan that has been postponed by Egyptian 
authorities in the past month. 

Factors contributing to brain drain
The lack of quality working infrastructures and environment; incentives such as higher wages and income, as well as poor living conditions 
including the quality of healthcare system, housing and other basic public infrastructure are discouraging African expatriates from returning 
to their homeland. Political and social instability are other major reasons that discourage African migrants from returning back home. Many 
African countries including Sudan and Congo experienced phases of human capital flight during periods of conflict and war. In addition, 
corruption especially among politicians and state officials as well as discrimination in staff appointments and promotions exacerbate the 
scale of the brain drain in Africa. In fact, corruption and discrimination prevent people from improving their working conditions, creating 
career opportunities and making their professional development.

Reversing brain drain’s trend in Africa
Africa needs to develop its own human resources policies to reverse the brain drain. Attracting the diaspora back to the continent should be 
done through well-planned actions and deliberate pro-active policies from African governments and their development partners. Creating 
favorable political, social and economic conditions on the African continent are the means through which African leaders could convince 
talented Africans living abroad to go back home. First of all, the continent needs to quickly develop and modernize its infrastructure 
such as schools and hospitals. African business leaders may also induce African expatriates to return to the continent through increasing 
and indexing wages and salaries, improving working environment and enhancing career development by fostering equity and creating 
opportunities for them. Some African countries such as Rwanda and Uganda have adopted policies that offer incentives to the diaspora to 
return to their countries and to reduce the shortage of professionals and to build the future of their economies. Since 2008, the East African 
Community has launched a regional survey aimed at informing policymakers on the skills needed to fill both national and regional gaps in 
terms of human resources by 20136. As most East African countries have so far released the main findings of these surveys, policymakers 
should take necessary actions to encourage the skilled diaspora to come home. This will help these countries to fill the gap they have with 
the developed world in skilled human capital.

Africa should build an enabling research infrastructure that may encourage African scientists and scholars to engage in high-quality 
research without the need to emigrate. Such research facilities should be partnering not only among them, but also with foreign ones. 
Ensuring freedom of movement and speech must be a key. Extending financial support to postgraduate and postdoctoral programs in 
African universities would ensure that prominent young researchers will not emigrate at the beginning of their career. African governments 
should also focus on strategies that are of critical importance to the development of the continent. These areas include, among others, 
poverty alleviation, rule of law, basic social service delivery, food security, climate change, and access to safe drinking water and energy.

Bringing back the diaspora and persuading skilled young people not to move is a first step. These resources need to be actively put at the 
heart of the design and implementation of African countries’ development plans and strategies. If truly and fully empowered, these skills 
will be the greatest driver for change in Africa. 

6. East African Community (2012): EAC pushes for finalization of manpower survey.

Figure 1: Stock of physician migrants in OECD countries as % of locally trained physicians in source region         

Source: World Bank and African Development Bank (2011): Leveraging Migration for Africa. Remittances, Skills and Investments
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Commodity Markets

Crude (Brent): The price of Brent crude increased by 0.7% to USD112.7 per barrel -  its highest level in two months - 
reflecting a better outlook for U.S. economic growth after the adoption of a budget deal. Global oil investors were 
optimistic that the U.S. budget agreement will be good for oil demand as well as a good catalyst for higher prices 
in 2013. In addition, the expansion of Chinese PMI manufacturing in December to 51.5 from 50.9 in November 
supported the Brent crude market despite mixed signals after the U.S. FOMC meeting minutes.

Gold & Silver:  Gold and silver prices fell by 0.6% and 2.7% respectively, on the back of comments made by U.S. 
Federal Reserve policymakers in which they considered the end of their USD85 billion of monthly bond purchases 
by the end of 2013. This reduced the demand for precious metals as an inflation hedge if U.S. monetary stimulus 
is ended before the end of 2013.

Cotton: The price of cotton went up 0.5% to settle at USD71.8/lb at the close of the week. According to the 
International Cotton Association, disputes over defaults in cotton contracts have hit a record high in 2012 and there 
are no signs that they will decrease in the foreseeable future. As these disputes create frictions on cotton markets, 
they lead to higher prices for negotiated contracts.

Coffee:  Arabica coffee price declined by 0.7% due to the appreciation of the U.S. dollar and as some members of 
the U.S. Federal Reserve suggested ending the quantitative easing program thus putting further pressure on the 
economic growth of the U.S. and on the demand for commodities. During the last meeting of the FOMC, the Fed’s 
policymakers said they were concerned about the potential risks of the asset purchases on the financial markets. 
In contrast, Robusta coffee prices closed the week 0.7% higher as estimates by the U.S. Department of Agriculture 
indicated that Arabica production in Vietnam, the world’s largest producer of the variety, will decrease to 25 million 
bags in 2012/2013 compared with 26 million bags in the previous season.

Cocoa: The price of cocoa fell by 1.5% during the week mainly due to worries over the U.S. Federal Reserve direction 
in terms of monetary easing. As FOMC meeting minutes indicated that there is disagreement between the Fed’s 
members in terms of the expansion of the bond purchases program after 2013, the market considered that this 
would be a bearish signal for the U.S. GDP growth. In addition, the appreciation of the U.S. dollar against its major 
peers, weighed on the prices of cocoa.

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

Source : Bloomberg (2012/2013)

Source : Bloomberg (2012/2013)

Figure 4: Price of Cotton                                                                   Figure 5:  Agricultural commodities 
Weekly price changes (%)

3

Market Brief Volume 4    Issue  01    For the period of December 31, 2012 to January 04, 2013



Updates on the Sahel Crisis
According to the United Nations Office for the Coordination of Humanitarian Affairs, total humanitarian funding 
requirement for the Sahel region as of 4 January 2013 amounted to USD1649 million of which only USD1189 million 
have been effectively provided. Thus, the unmet funding requirement reached USD461 million at the beginning 
of the year while the total population affected or at risk in the region is 19 million. For food security and nutrition, 
total funding available represented 79% and 71% of total requirement of USD831 million and USD274 million, 
respectively, as of 4 January 2013.

Sovereign Debt Issues in Africa

Yield spreads on 10-year African sovereign bonds 
declined sharply during the week mainly due to 
the U.S. budget deal which lifted global investors’ 
optimism. In Nigeria, the yield spread fell by 15% on 
higher demand for the country’s bonds as global risk 
aversion faded after the U.S. policymakers avoided 
the fiscal cliff which was threatening the recovery of 
the world’s largest economy. In Egypt, besides U.S. 
development, the ease of political and social tension 
as well as the announcement that talks with the IMF 
will resume, supported the sovereign debt market and 
yield spread eased by 9.2%.

Currency Markets The U.S. dollar appreciated by 0.8% and 1.5% against the euro and the Japanese yen as the United 
States reached an agreement on the fiscal cliff thus avoiding a potential negative impact of tax 
increases and spending cuts on U.S. economic growth. In addition, mixed declarations by U.S. 
Federal Reserve policymakers during FOMC minutes boosted investors’ demand for the greenback 
as haven asset. According to FOMC meeting minutes, some members of the Fed expressed the 
view that the ongoing asset purchases program would be warranted until only the end of 2013 
while other members were concerned that QE4 will complicate the Fed’s exit strategy from loose 
monetary policy.

The South African rand firmed slightly by 0.1% against the U.S. dollar after a U.S. budget deal that 
averted a fiscal cliff in the world’s largest economy boosted demand for emerging markets’ risky 
assets. However, the rand weakened at the end of week as local importers were buying foreign 
currency in post-holiday trade to take advantage of the rand’s past month performance. In 
December, the rand appreciated by 5% against the greenback which was the best performance 
out of 25 emerging-market currencies monitored by Bloomberg. In Zambia, the Kwacha weakened 
by 4.4% against the U.S. dollar as the currency was rebased on 1st January to remove three zeros 
from the current exchange rate.
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Figure 6: Weekly % Changes of Selected African Yield Spreads                                                                     

Source : Bloomberg (2012/2013)

Developments Partnerships
Comoros: The African Development Bank granted a loan of USD3 million to Comoros in order to support the 
country’s program to reform its energy sector particularly the electricity sub-sector. The aim of the program is to 
create the conditions for an inclusive and sustainable economic growth in Comoros through the consolidation 
of the energy sector. Thus, strengthening the governance of the energy sector and making it more efficient will 
foster the country’s economic development as the government will be able to provide better basic services to the 
populations.
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Countries in Focus

Nigeria: The Federal Government of Nigeria announced that 2500 MW of power capacity will be added in 2013 to reach 
the record of 7000 MW of total national capacity. Nigeria, which frequently experiences power shortages, has adopted 
an integrated power sector reform program including the sector’s institutional reform, and the involvement of the 
private sector in power generation, transmission and distribution. The program is part of Nigeria’s Power Roadmap and 
will mainly increase the country’s power capacity through rehabilitation of existent infrastructure and the construction 
of new power stations as well as transmission and distribution lines.

Sudan: In order to improve power supply and to enhance agricultural irrigation, Sudan launched the USD440 million 
expansion’s project of Roseiris dam on the Blue Nile near the southeastern border with Ethiopia. At the project’s end, 
storage capacity of the dam is expected to increase to 7.4 billion cubic meters and as a consequence power capacity 
of the dam will increase by 50% to 1800 MW. The expansion of the dam will provide irrigation for two million acres in 
different Sudanese states to boost agricultural production.
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Updates on African Economic Indicators

Kenya: For the 13th consecutive month, the year-on-year inflation rate in Kenya fell slightly to 3.2% in December from 
3.3% in November. This rate is below the central bank’s target of 5% which boosts analysts’ expectations that the 
monetary policy committee will further ease its monetary policy during its next meeting. As food price inflation was 
relatively stable over the period at 1.7%, the fall in inflation rate was mainly triggered by the decline in the inflation of 
housing, water, electricity, gas and other fuels to 3.9% in December compared with 4.5% one month ago.

Uganda: During its most recent meeting on monetary policy for January 2013, the Central Bank’s Monetary Policy 
Committee held unchanged its benchmark interest rate for January at 12% saying that inflationary pressures remain 
under control and that economic activity indicators improved. The year-on-year inflation rate in December 2012 rose to 
4.6% from 3.9% recorded in November. Nevertheless, the inflation rate remains below the Bank of Uganda’s medium-
term target of 5%. On the other hand, GDP growth for the first quarter of 2012/2013 expanded by 2% compared with 
the average growth rate of 5.2% registered during the last three quarters. 

West African Economic and Monetary Union (WAEMU): According to the financial stability committee of WAEMU, the 
union’s economy is projected to grow at the rate of 6.5% in 2013 compared with 5.8% and 0.6% in 2012 and 2011, 
respectively. This growth will be mainly driven by the mining and agricultural sectors and the recovery of economic 
activity in Côte d’Ivoire.
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Global Economic Indicators

Updates of the Week: German PMI (December), US PMI ISM (December)
Next Week’s Updates: German Industrial Production (November), South Africa PMI (December)

6

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. 2012/2013
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        Appendix Table 1: Stock Market Movements – Week ending 04 January 2013
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Source : ADB Statistics Department 2012/2013. 
* in the interbank currency market.
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        Appendix Table 2: Exchange Rate Movements – Week ending 04 January 2013

Source Bloomberg. *Value at end of 03/01/2013 


