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The #AfricanEconomicOutlook2021 Download the full
report here:
https://bit.ly/3vgYuxi
The African Development Bank released its Flagship African
Economic Outlook 2021 on Friday 12th March and of course via
a virtual format.

The continent is projected to grow by 3.4 per-cent in
2021 after contracting 2.1 percent in 2020 which was
the continent’s first recession in half a century.
For a variety of reasons, the COVID-19 medical emergency
[There have been at least 4,055,000 reported infections and
107,000 reported deaths as per Reuters] was much less severe
than worse case fears, however, this outcome did not salve
what has been proven a circuit breaker level economic
reversal.
Africa spent 2020 in recession and the AFDB President Dr.
Akinwumi A. Adesina estimated that about 39 million Africans
could fall into extreme poverty in 2021. The Pandemic has
exacted a heavy price on our Brothers and Sisters.
In his introduction to the Economic Outlook, The President
wrote
''Yet the pandemic shock and ensuing economic crisis
have had direct implications for budgetary balances and
debt burdens: the average debt-to-GDP ratio for Africa
is expected to climb by 10 to 15 percentage points in
the short to medium term. That means serious debt
challenges might be looming, and disorderly defaults
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and lengthy resolutions could become a major obstacle
to Africa’s progress toward prosperity. However, debt
payments are only deferred, and the initiative covers
only a small fraction of Africa’s total bilateral debt.
Much larger financial support is needed, and the private
sector creditors need to be part of the solution''
In the discussion alongside the release on Friday President
Adesina pronounced that
The amount of debt Africa has is not sustainable (7075% of GDP) and it is in the hands of commercial
creditors ($370 bn). Also ODA has plummeted from 54%
to 27%, while commercial borrowing has grown from
17% to 40%.
Professor Stiglitz expanded ''You can't squeeze water out of
a stone'' and floated the option that the Pandemic could be a
Trigger for calling for a ''force majeure'' Stiglitz added ''A
Standstill is not sufficient You need to move to a Debt
Restructuring ...It has to be comprehensive''
Both Adessina and Stigliz addressed the new complexities
around the Debt dynamics and how ''The current
international financial architecture makes orderly
sovereign debt restructuring complex to achieve. The
fundamental difficulty with sovereign debt is that there
are no formal bankruptcy procedures, as there are in
corporate bankruptcies''
From the #2021AEO report
A decomposition of Africa’s debt dynamics shows that debt
accumulation has been driven by exchange rate depreciation,
growing interest expense, high primary deficits, poor
governance, weak institutions, ambitious public investment
programs, and increased defense-related expenditures.
The share of commercial creditors in Africa’s external
debt stock has more than doubled in the last two
decades, from 17 percent in 2000 to 40 percent by the
end of 2019.
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At least 21 African countries accessed international capital
markets between 2000 and 2020.
There has been a shift away from traditional Paris Club
lenders to non-Paris Club lenders, notably China
As of December 2020, of the 38 countries for which debt
sustainability analyses are available, 14 were rated in high risk
of debt distress and another six were already in debt distress.
Sixteen countries have a moderate risk of debt distress, while
two are considered at low risk.
Aljazeera's Femi Oke was an Agent Provocateur and asked
whether Africa should be asking for 50% Debt forgiveness and
the South African Reserve Bank Governor gave a very
sophisticated and nuanced response as to why this was entirely
sub optimal not least because of the damage it would inflict on
Domestic Institutions who are essentially doing the heavylifting when it comes to Domestic Debt.
President Adesina made some typically pithy and forward
looking comments
''There is good debt and there is ''hamburger'' debt'' and
called for fiscal discipline....and closed ''There is light at
the end of the Tunnel and we are running towards it''
He also called for an African Stabilisation Fund
mechanism.
Adesina said 'Africans today have one of the highest
implicit Tax rates in the World'' tapering some of the
enthusiasm amongst some Governments for a kneejerk
Tax raising response.
'Africa's Youth's Future is not in America and Europe Its
in Africa'' which is something we can all agree with.
The #2021AEO report delved into Africa's economy with
a great deal of granularity and is worth reading.
President Adesina African Development Bank Group
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However, debt payments are only deferred, and the initiative
covers only a small fraction of Africa’s total bilateral debt.
Much larger financial support is needed, and the private sector
creditors need to be part of the solution.
CHAPTER 1 AFRICA’S GROWTH PERFORMANCE AND OUTLOOK
AMID THE COVID–19 PANDEMIC
This projected recovery from the worst recession in more than
half a century will be underpinned by a resumption of tourism,
a rebound in commodity prices, and the rollback of pandemicinduced restrictions.
The outlook is, however, subject to great uncertainty from both
external and domestic risks
Tourism-dependent economies are projected to recover from
an 11.5 percent GDP decline in 2020 to grow by 6.2 percent in
2021;
Oil-exporting countries, from a 1.5 percent decline to grow by
3.1 percent;
and other-resource-intensive economies, from a 4.7 percent
decline to grow by 3.1 percent.
Non-resource-intensive countries, where output shrank by 0.9
percent in 2020, are projected to grow by 4.1 percent in 2021
Downside factors that could derail recovery include a
resurgence of COVID–19 infections, debt overhang, financial
market volatility that impedes capital flows, low commodity
prices, low tourism and remittances, extreme weather events,
and social tensions.
Upside factors that could result in better-than-anticipated
growth for the continent include the effective deployment of
ther-apeutics and vaccines for COVID–19, especially in African
countries, full implementation of ACFTA and continued progress
in structural transformation, including digitalization and workfrom-home arrangements
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Significant currency depreciations have occurred in Africa,
particularly in frontier market economies, partly as a result of
the disruptions in external financial flows— including
remittances, foreign direct investment, portfolio investment,
and official development assistance.
Fiscal deficits are estimated to have doubled in 2020 to a
historical high of 8.4 percent of GDP, leading to increased debt
burdens
CHAPTER 2 DEBT DYNAMICS AND CONSEQUENCES
Since the COVID–19 pandemic began in early 2020,
governments have announced fiscal stimulus packages ranging
in cost from about 0.02 per-cent of GDP in South Sudan to
about 10.4 percent of GDP in South Africa.
The Bank estimates that African governments need additional
gross financing of about $154 billion in 2020/21 to respond to
the crisis.
Debt to GDP projected to increase by 10 to 15 percentage
points by 2021 as a result of COVID–19.
However, safety margins are being eroded by COVID–19, as
spending rises and revenue falls.
Policymakers should take advantage of current low global
interest rates to borrow relatively inexpensive capital for high
return public investments that accelerate growth.
CHAPTER 3 DEBT RESOLUTION AND THE NEXUS BETWEEN
GOVERNANCE AND GROWTH
Debt resolution in Africa has often been disorderly and
protracted, with costly economic consequences
Yet, although the DSSI called on pri-vate creditors to agree to
provide similar terms, if asked, the initiative does not include
them. With-out all actors participating, the scope of any relief
agreement is limited
AFRICA GROWTH PROSPECTS BY REGION
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East Africa seems to be the most resilient region, thanks to less
reliance on primary commodities and greater diversification. It
enjoyed 5.3 per-cent growth in 2019 and an estimated 0.7
percent growth in 2020. In 2021, growth of real GDP is
projected at 3.0 percent, and in 2022, 5.6 per-cent.
The top performers in 2021 would be Djibouti (9.9 percent),
Kenya (5.0 percent), Tanzania (4.1 percent), and Rwanda (3.9
percent).
Southern Africa is the region that was hardest hit by the
pandemic, with an economic contraction of 7.0 percent in 2020.
It is projected to grow by 3.2 percent in 2021 and 2.4 percent in
2022.
GDP in West Africa is estimated to have contracted by 1.5
percent in 2020, better than the initial projection of a 4.3
percent decline in June 2020, partly due to the relatively
limited spread of the virus in the region.
Many West African countries maintained positive growth in
2020 thanks to more targeted and less restrictive lockdowns—
including Benin (2.3 percent), Côte d’Ivoire (1.8 percent), and
Niger (1.2 percent).
Other countries such as Cabo Verde (–8.9 percent), Liberia (–
3.1 percent), and Nigeria (–3 percent) were in recession in
2020.
Growth in the region is projected at 2.8 percent in 2021 and 3.9
percent in 2022, as lockdowns are eased and commodity prices
rebound.
In Central Africa, real GDP is estimated to have contracted
2.7 percent in 2020.
Countries significantly impacted by the crisis in the subregion
include Cameroon (–2.4 percent), Republic of Congo (–7.9
percent), Democratic Republic of Congo (–1.7 percent), and
Equatorial Guinea (–6.1 percent).
Growth is projected to recover to 3.2 percent in 2021 and 4
percent in 2022 in Central Africa.
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The economies of North Africa contracted by an estimated 1.1
percent in 2020, propped up mainly by Egypt, which
maintained 3.6 percent growth despite the relatively severe
health impact of the virus in the country.
Other countries contracted significantly in 2020, including
Tunisia (–8.8 percent), Morocco (–5.9 percent), and Algeria (–
4.7 percent)
North Africa is projected to experience robust recovery of 4
per-cent in 2021 and 6 percent in 2022.
Tourism-dependent economies are estimated to have
experienced the sharpest decline in growth in 2020, –11.5
percent for the group, which includes, among others, Mauritius
(–15 per-cent), Seychelles (–12 percent), and Cabo Verde (–
8.9 percent).
FISCAL FDI REMITTANCES PORTFOLIO FLOWS
The fiscal stimulus packages vary from about 32 percent in
Mauritius to 10 percent in South Africa to less than 1 percent in
Tanzania
Non-performing loans have increased the most in Angola,
Republic of Congo, Kenya, Tanzania, Uganda, and Zambia
(figure 1.15).
Prolonged forbearance of prudential rules and high levels of
non-performing loans could be a major source of macrofinancial
risk that could, in turn, derail the expected recovery.
FDI flows are estimated to have declined by 18 percent, from
$45.37 billion in 2019 to an estimated $37.20 billion in
2020— mainly due to heightened uncertainty in the
investment climate.
The decline in investment flows is broad-based, affecting all
sectors, including tourism, leisure, energy, aviation, hospitality,
and manufacturing.
Portfolio investments completely reversed in 2020 from a net
inflow of $23 billion in 2019 to a net outflow of $27 billion in
2020, as investors liquidated their investments in search of
safer assets elsewhere.
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ODA is estimated to have decreased by 10 percent in 2020,
from $52.88 billion in 2019 to $47.59 billion in 2020
Remit-tances to Africa declined from $85.8 billion in 2019 to
$78.3 billion in 2020.
Countries with the most significant drop in remittances were
Lesotho, Mozambique, and Seychelles
Africa had the world’s second-fastest growing tourism sector
before the pandemic— it grew 5.6 per-cent between 2017
and 2018 and lagged behind only Asia and the Pacific.
In 2018, the sector accounted for 8.5 percent of Africa’s GDP
and employed about 24 million people.
The pandemic virtually halted international tourism. The
number of international tourist arrivals between April and June
2020 was 98 percent lower than in the same period in 2019
Building economic resilience and reducing vulnerabilities
@AfDB_Group wants Africa ''growing back bigger greener and
faster with greater economic resilience and inclusive growth for
young People and women'' and Don't we all.

Conclusions
It was Winston Churchill who famously said “Never let a good
crisis go to waste” And indeed it is also critical to appraise and
diagnose the contours of the crisis in order to deliver the
correct medicine.
The AFDB has done precisely that. The Challenge now is
disseminating the diagnosis to the Country level and religiously
taking the medicine.
The Bull Story remains in tact, it did encounter the ''Rumble in
the Jungle''
George Foreman vs Muhammad Ali - Oct. 30, 1974 - Entire fight
https://www.youtube.com/watch?v=55AasOJZzDE ]
but we all know how that ended.
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