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ALERT: A Kenya Defence Forces officer during a security operation. Insecurity poses a major threat to the economy.

IMF upbeat on Kenya,
projects 6.9% growth
BY CONSTANT MUNDA
THE International Monetary Fund
has maintained Kenya’s economic
growth forecast for this year at
6.9 per cent despite unresolved
insecurity challenges, naming it as
the fifth fastest growing economy
in Africa.
In the IMF’s April World
Economic Outlook 2005 published
last week, Kenya’s national wealth
as measured by Gross Domestic
Product is set to increase faster than
Rwanda’s for the first time in many
years and surpass natural resourceendowed Tanzania next year.
Rwanda’s growth is pegged at
6.5 per cent while Tanzania’s is
projected at 7.2 per cent.
Kenya’s GDP is however set
to rise by 7.2 per cent next year,
leapfrogging Tanzania’s which will
flatten at 7.1 per cent.
Besides Tanzania, the other
African economies likely to grow

faster than Kenya this year are
DRC at 9.2 per cent, Ethiopia(8.6
per cent), Côte d’Ivoire(7.7 per
cent) and Chad(7.6 per cent).
Kenya will however retain the
fifth spot in economic growth next
year despite bypassing Tanzania
with Congo Brazzaville set to post
a 7.5 per cent growth helped by
earnings from mineral resources.
The IMF outlook basically
endorses government projection in
the budget policy statement.
Both have backed ongoing
“strong”investment in infrastructure
and private sector consumption to
spur growth despite the investment
and tourism-paralysing gloom from
wracking terrorist-linked attacks.
“The SGR’s initial construction
work will contribute to higher real
GDP growth, projected to rise to
6.9 in 2015 from 5.3 per cent in
2014,” the IMF maintains in its
outlook.
The 2015 growth, if achieved,

will be the highest since 2010’s
revised 8.4 per cent – the highest
ever – and similar to 2007’s 6.9 per
cent that was earlier thought to be
the best year prior to rebasing on
September 30 last year.
The forecast growth beats the
sub-Saharan Africa’s 4.5 per cent
average, a considerable 1.25 per
cent downgrade from last October’s
outlook because of the sharp rout
in global crude oil prices.
Growth in oil exporting countries
has been slashed by 2.5 percentage
points while oil importing ones
are now expected to rise 0.3 per
cent lower to an average of 4.75
per cent compared to the previous
projection in October 2014.
“...the favourable impact of
lower oil prices will be offset to a
large extent by lower commodity
export prices,” the IMF said in
downgrading the average growth
in oil importing countries including
Kenya.

Firms urged to support extractive sector
BY STAR REPORTER
LOCAL businesses should build their
capacity to participate in the supply
chain of the extractive sector as oil
and mining exploration activities
gather pace, advisory firm Oil and
Energy Services has said.
Speaking on Thursday during a
briefing on the upcoming OES Local
Content Convention to be held in
Nairobi between June 16 and 19, the
firm’s CEO Mwendia Nyaga said the

real benefits of an upstream oil and
gas sector and a developing mining
sector, will be realised through creation of business opportunities and
jobs for citizens.
“There are many countries where
this has been done right and it is
important that the government and
the industry work together to put
in place structures that will foster
growth of local content in the industry,” said Nyaga.
The three-day convention is

expected to bring together nearly 600
local, regional and international extractive sector stakeholders to discuss
ways of developing the capacity and
competitiveness of indigenous businesses and workforce in the industry.
The inaugural event held last year
was attended by over 100 government and private organisations.
“We want to provide a platform
that opens all interested parties to
the possibilities in these new sectors,”
said Nyaga.

LAST week the August institutions of the International Monetary Fund and the World Bank issued high-level economic
releases, World Economic Outlook and Africa’s Pulse reports
respectively, which allowed us to get a feel of terrain. The IMF’s
Olivier Blanchard spoke to “a number of complex forces shaping the prospects around the world” and captioned their subSaharan Africa chapter with ‘Sub-Saharan Africa: Resilience in
the Face of Headwinds.’
The IMF confirmed SSA GDP growth at five per cent in 2014
down from 5.2 per cent in 2013 but forecast that SSA GDP expansion would sink to 4.5 per cent in 2015. Oil exporters in the
region will be severely affected, with growth in 2015 marked
down by almost 2.5 percentage points. The IMF concluded:
‘’This outlook for the region is subject to significant downside
risks’’
The World Bank forecast that SSA GDP in 2015 would only
clock four per cent, a full 0.5 per cent below the IMF’s forecast.
The World Bank further pointed out the 2015 forecast is below
the 4.4 per cent average annual growth rate of the past two
decades and well below Africa’s peak growth rates of 6.4 per
cent which were achieved in the 2002-08 period.
The World Bank concluded with: ‘’Risks to the economic
outlook are tilted to the downside.’’
Just digest the fact that the World Bank is predicting SSA
is set to grow a full 10 per cent below its 20-year average.
Beneath the surface of this prediction, we know that the big
primary commodity exporters (Nigeria and Angola for oil, Zambia with copper and others) have taken big punches in their
solar plexus. The primary commodity producer nature of SSA
is explained by the fact that the World Bank is predicting that
36 African countries which are expected to see terms-of-trade
deterioration are home to 80 per cent of the population and 70
per cent of the economic activity in the region.
‘’In anticipation of possible surges in the volatility of exchange rates and capital flows, countries should also carefully
monitor their financial sectors and those planning Eurobond
issues may need to prepare contingency plans,” said the IMF.
African currencies from the Angola kwanza to the Nigerian
naira (has to be devalued and this is the first thing I would do
as President Buhari, go large on the naira devaluation and allow
the markets then to find the equilibrium price) through the
Zambian kwacha and even the shilling(which is at three-year
lows) do not look so ‘’teflon’’ now.
What is very clear is that previously we were concerned that
‘we could not eat GDP’ and now we do not have as much GDP
to eat as we did in the very recent past. There is a theory that
bold reforms are undertaken in adversity. I am not so sure. I
worry that it becomes more of a bun-fight not less.
‘’In several oil-importing countries, such as Cote d’Ivoire,
Kenya and Senegal, growth is expected to remain strong.’’ Here
in Kenya security challenges are beginning to tilt this positive
slant, lower and we never saw a full and proper transmission of
the lower oil price structure into the domestic economy. The
shot in the arm that I expected was diluted big time.
The African tide is rising a lot more slowly in 2015 and
some seriously visionary and ahead of the curve leadership
is required or as Billy Ocean once sang, ‘’when the going gets
tough, the tough get going.’’
Who the tough are is still an open question.

Now we do not have as much
Gross Domestic Product to eat as
we did in the very recent past
Shares go up and down and readers are advised that this column
represents Mr Satchu’s personal opinions.

