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Summary

Bold seasons, bold moves

The Ghanaian Economy in 2020

he roll-out of COVID-19 vaccines,

coupled with a decrease in the

number of cases and the easing of
restrictions is expected to lessen tenuous
market sentiments resulting from the
discovery of new strains and the second
wave that started in the early parts of Q1
2021. The Ghana economy appears to be
onits way out of the harshest moments of
the pandemic. The IMF had projected a
6.8% GDP growth rate for the economy -
making it one of the faster growing
economies of Sub-Saharan African. But
this was before the pandemic and actual
figures were lower - 6.5%, driven by
policies to promote agriculture and
manufacturing. The Fund, revisiting its
crystal ball, divines a 4.8% real GDP
growth in 2021 hinged on a recovery in
mining and services.

To strengthen the economy, grow
employment and advance its Ghana
beyond aid agenda, the presidency
announced a reduction in its dependency
on exports, opting to process in-country.
This is critical to the global chocolate
market headquartered in Switzerland

and will shake up the 200-year industry.
Ghana ranks second on the global list of
exporters. Inflation numbers reached
8.5% in April 2021 and National budget
estimates recorded three consecutive
years of trade surpluses totalling
$2.26Bn. GDP growth has also averaged
7% in the last three years. Exchange rates
have been competently managed - a
condition for its loans with the World bank.
FX reserves stood at $6.84Bn in March,
according to the CEIC dropping from $9Bn
in April 2020.

Our findings
suggest an
oversupply in
3-bed apartments
combined with
undersupply in
smaller units



As with much of the world, the pandemic
led to unprecedented readjustments,
causing trade imbalances, shortfalls in
commodity prices and international
capital flows. It also led to an increase in
expenditure in the healthcare sector,
reduction in trade volumes and tight
financial conditions. The pandemic led to
a diverse array of market sentiments
among the investor community as the
pandemic negatively impacted
livelihoods and left its mark on economic
and financial gains attained in the
preceding three years. Foreign Direct
Investments slowed in 2020.
Macroeconomic data for the final quarter
of 2020 and the first quarter of 2021
indicate signs of a recovery driven by
easing restrictions and vaccine
administration. Recovery from the
pandemic has been slow yet steady.

Downward pressure on prime rents
resulted in an 8 - 12% decline YoY. 1to 2

while several
countries
experienced
a decline in
footfall, the
impact on
Ghana'’s retail
sector is less
noticeable

The Ghanaian Economy in 2020

year upfront rent payments are still
required. There is a mismatch in demand
and supply in a few sub-sectors. Our
findings suggest an oversupply in 3-bed
apartments combined with undersupply
in smaller units. The growth in demand
for short-lets will put temporary pressure
on hotel room rates. Mortgage buyers
constitute less than 10% of homebuyers
and the mortgage to GDP ratio is less
than 1% of GDP. The debt levels in
Ghana's market remain low and we
expect market corrections in rent and
occupancy levels.

Overall, the impact of the pandemic was
more pronounced in the hospitality and
office submarkets. And while several
countries experienced a decline in
footfall, the impact on Ghana's retail
sector is less noticeable. Office vacancies
continue to rise, following an increase in
the supply of new office developments.
Prime office rents have declined
substantially — but this is not the case with
well-built lowrise buildings who seem to
have sustained both tenancies and rents.
That notwithstanding, the majority of
retail vacancies can be attributed to the
effect of the pandemic and the gradual
development in online retail. The decline
in hospitality was a direct effect of travel
restrictions. The residential sector has
continued on its growth path evidenced
in the continuous supply of new
residential units and moderation in
residential vacancies. Increased demand
for last-mile logistic facilities is foreseen
as online retail continues to develop.




Achimota Retail Centre, Ghana




Macroeconomic

Indicators

he nation's currency depreciated ratio at 71% as of September 2020 from

by 3.1% in 2020, an improvement 63% a year earlier. Growth is projected to

on the 10% depreciation in 2019. increase by 4% in 2021 and inflation is
Estimates put the public debt-to-GDP expected to ease to 8.2%.
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Ghana's post-pandemic economy has
been led by the construction sector,
industrial electricity consumption, a
resurgence in port activity, passenger
arrivals at the airport and domestic VAT.
Inflation rates have declined from 11.40%
in Q2 2020 to 10.40% in Q1 2021. These
however remain higher than pre-
pandemic levels with the lowest post-
pandemic rates of 9.8% and 9.9% attained
in November 2020 and January 2021
respectively.

Cocoa prices declined in Q2 2020, due to
the general reduction in exports — but has
generally maintained an increasing pace
since Q4 2020. Crude oil prices declined
to $26.63 per barrel in April 2020. It has
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however regained some momentum
since the easing of covid restrictions.
Airport residential's vacancy is noticeable
in high rise developments. There is an
oversupply of high-rise developments

Estimates put the
public debt-to-GDP
ratio at 71% as of
September 2020
from 63% a year
earlier



Macroeconomic Indicators

and high rents (due to a high expatriate
population). Detached homes, however,
are less vacant. Pipeline residential
projects suggest that developers are
convinced that the market will pick up.

The economic outlook is good in the
short to medium term, based on
increased business confidence, and the

execution of the Ghana COVID-19
Alleviation and Revitalization of
Enterprise Support program. May saw
the Bank of Ghana cut its policy rate from
14.5% to 13.5% as inflation was expected
to remain within the 8% target, a
reasonable conclusion seeing that
inflation had moved to 8.5% in April due
to lower food price inflation.



The Octagon, Ghana




Topical Issues

Ghana CARES

Q2 2020 saw unprecedented shocks in
Ghana's economy due to the pandemic.
The first two cases were recorded on 14th
March 2020 followed by several more
recorded nationwide with leading cities —
Accra and Kumasi as the hotspots. To
counter the spread, the Ghanaian
government imposed a 3-week partial
lockdown in Accra and Kumasi.
Educational institutions, transport
services, hotels and restaurants were all
shut. Naturally, economic activities
dipped leading to revenue shortfalls,
manufacturing companies scaled back
operations, offices closed and transited
to work from home — except for key staff
required to either stay in apartments near
the office or come in 2-3 times a week.
The more informal markets operated at
half capacity.

Swinging into action, the Ghanaian
government established a GH(100Bn
Covid-19 Alleviation and Revitalisation of
Enterprises Support (CARES) initiative.
There was increased spending in the

health care sector and in the area of social
assistance as relief packages such as tax
waivers for frontline workers and
stimulus packages for SMEs to cater for
utility bills initiated under the CARES
initiative. This accelerated the vaccine's
rollout process, while over 24, 000 health
workers have been employed for testing,
tracing and treatment and the
refurbishment of 10 treatment centres
have contributed to a decline in the
number of new cases.

The Elections

Ghana held its presidential election on
7th December 2020 where the
incumbent, President Akufo-Addo of the
New Patriotic Party (NPP) was re-elected
with 51.295% of the votes cast. Since the
introduction of the multiparty system in
1992, the exchange of power has
remained between two major political
parties - the New Patriotic Party (NPP)
and the National Democratic Congress
(NDC). This election was the first time



both parties fielded past presidents. The
NDC may have tipped the scales in their
favour by nominating a female running
mate which appealed to Ghana's female
dominated population. Politicking
largely adopted strict adherence to covid
protocols. The NDC would petition the
Supreme Court of Ghana for false
election results. Tensions were doused by
the Court's judgement in favour of the
NPP.

Cocoa Exports

While the global chocolate industry is
worth over $150Bn, West African
economies earn less than $ 6Bn for
supplying 70% of the world's cocoa
beans. The Ghanaian government, being
the second largest cocoa beans producer
in the world halted the export of raw
cocoa beans to Switzerland, opting to
process 50% of production domestically.
Halting cocoa exports will lead to a
reduction in foreign exchange earnings a
small price to pay as Ghana builds a
resilient domestic market that takes into
consideration the cocoa value chain for
onward access to the international
market. It will also compel further foreign
investment by way of technology and
skills transfer for the setting up of global
standard processing industries. This
would potentially give the Ghanaian
government more of a say in the impact
of cocoa prices.

Fix the Country Protest

Using the #fixthecountry hashtag,
Ghanaians peacefully protested fuel
prices, unstable electricity, poor roads, a
culture of silence, rising cost of living,
illegal mining on social media. The
campaign gained popularity and
transformed into a movement of young
Ghanaians demanding better living
conditions. The government parried this
affront to its authority with clarifications
on how the pandemic slowed economic
growth noted in 2019. The protest led to
discussions around more government
accountability and a reduction in fuel
prices, highlighting post-pandemic
pressures on the Ghanaian economy.

Price of Building Materials

Fuelled by an increase in economic
activity within the construction sector,
the price of cement has been increased
twice in Q1 2021. The prices of GHACEM,
Dangote, Cimaf and Sol Cement have
increased from GHS35, GHS38, GHS37
and GHS31 per 50kg bag to GHS45,
GHS46, GHS45 and GHS44 respectively.
This increase has forced the price of other
building materials such as nails and
paints, further influencing the cost and
quality of construction. It is also the main
cause of delay in construction projects.
Ghana still imports cement which limits
the growth of the local manufacturer.

Topical Issues




Advantage Place, Ghana
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