
 

 

 

 

 

 

 

 

 

 

CORE REVIEW 

The coronavirus pandemic continues to dominate headlines across the world. The past 
week saw the total number of confirmed cases surpassing a hundred thousand in the 

African continent as a whole. Lockdown measures are also being cautiously eased, 
with South Africa set to move to level-3 in its risks adjusted approach on 1 June. 
Encouraging coronavirus vaccine trials also caught the spotlight, at the same time 
that the World Health Organization (WHO) declared South America as the new epi-

centre of the pandemic. Although reported coronavirus cases are rising fast in Africa, 
they remain relatively low compared with other regions of the world. This is partly 
due to a lower level of testing and in some instances containment measures which 

were implemented relatively early.  

The data calendar was fairly light in the region, with key releases mainly coming out 

of South Africa and Zambia. The SARB lowered its policy rate by 50bp taking it to a 
historic low of 3.75%. The reserve bank revised its growth and inflation forecasts 
lower and now expects a contraction of 7.0% in 2020 (-6.1% before) and headline 
inflation to average 3.4%. The Bank’s QPM, though not a signal of what the SARB will 
actually do, continued to point to further policy rate reductions in the quarters ahead. 
Delayed release of mining output, manufacturing production and retail sales were 

also published by Statistics South Africa. Though showing mixed results on the health 
of the economy in February, they will be subject to potentially large revisions given 

relatively low data collection rates. In any case, the Covid-19 shock and related 
containment measures means the sectors likely faired much worse in recent months 
compared with February. In Zambia, the BoZ MPC decided to reduce its policy rate 
by 225bp to 9.25% as it aimed to mitigate the adverse effects of the Covid-19 
pandemic on the economy. The decision was in spite of sharply rising inflation, which 

the Bank believes will ease over its forecast horizon. The resolve to cut means the 
Bank will need to do more work to anchor inflation expectations in the period ahead.  

S&P affirmed South Africa’s long-term foreign and local currency credit ratings at BB- 
and BB, with a stable outlook. This followed after the agency downgraded its ratings 
on the country by a single notch in April. The stable outlook balances low GDP growth 
and high fiscal deficits against the country’s deep financial markets and monetary 
flexibility. At BB-, S&P’s long-term FX rating on South Africa is below that of Fitch 
(BB, negative) and Moody’s (Ba1, negative). Last week, Moody’s also revised the 
outlook on its Ba2 rating on Namibia to negative, mainly on Covid-19 related factors.  

Figure 1: SARB foresees sharp contraction in 2020  

Sources: SARB, Afribiznet  

`

`

` 

Contact us: 

Dumisani Ngwenya  

dumi@afribiznet.com 

 

admin@afribiznet.com 

Afribiznet.com 

 

 

   

 

Sub-Saharan Africa Core Lines 
|   

 

   

  
 

a 

Afribiznet.com 

 

            25 May 2020  

 

 

 



 

   CORE PREVIEW  

25 May: Africa Day; Liquidations in South Africa; Botswana’s Trade;  
Nigeria’s Q1 GDP. Commemorations of Africa Day will take place throughout the 
continent and in many other countries across the world. The day celebrates the 
formation of the OAU (which preceded the AU) in 1963 and is a hallmark for regional 

solidarity. Reflections on the continent’s successes and challenges are also on the 
agenda. Pre the covid-19 crisis, which is set to push most countries in the region into 
recession, Africa was home to some of the fastest growing economies in the world. 

The coronavirus pandemic has been a definitive setback on human development, yet 
the continent’s long-term growth thesis remains cogent given prospective 
industrialization of the region and enhanced intra-regional trade. How the continent 
harnesses its favourable demographic landscape and uses its abundant natural 
resources will also be crucial for the extent that the region realizes greater prosperity 
in future. Africa Day is an official public holiday in several countries in the region, 
including Zambia and Namibia in our covered markets. It will also coincide with 

religious public holidays across the region, including in Nigeria, Ghana, Rwanda and 
Tanzania. Besides marking Africa Day, a few important statistical updates will be 
published today. This will include numbers for liquidations and insolvencies for March 
and April in South Africa, as well as trade figures for February and March in 

Botswana. South Africa’s liquidations (February: 164 and up 12.3% y/y) are 
expected to rise when data are calibrated after the April lockdown period. A limited 

business impact survey on the Covid-19 pandemic, conducted by Statistics South 
Africa during the lockdown, revealed that 4 in 10 business felt that they could not 
continue operating (the survey covered 707 businesses, excluding micro enterprises). 
In Nigeria, data already published by the NBS earlier today revealed that the 
country’s GDP growth eased to 2.0% y/y in Q1 from 2.5% in Q4. The non-oil sector 
(c. 90% of GDP) recorded a lower growth rate of 1.5% y/y (from 2.3%) while the oil 
sector expanded 5.1% y/y (vs. 6.4% in Q4). Although Nigeria’s GDP growth stayed 

in the black in the first quarter, partial lockdowns in the country and a worsening in 
the Covid-19 crisis means economic output will likely decline in Q2.  
 
26 May: SARB Leading Indicator; Kenya’s Labour Statistics. The South African 
Reserve Bank will publish its composite business cycle indicators, including the 
leading indicator which tends to predict the overall direction of the real economy. The 

indicators will give clues on the severity of the Covid-19 crisis, which will probably be 

most pronounced during the lockdown period which lasted through April. The most 
recent data point (February), showed that the leading BCI saw a sixteenth 
consecutive month of contraction (-3.1% y/y) despite ticking higher over the month. 
The 0.1% m/m rise in the index in February was supported by an increase in the 
export commodity price index and a widening in the interest rate spread. The majority 
of the 9 available component time series contributed negatively, including business 

confidence. Although the domestic economy was already in technical recession in H2 
2019, historical evidence shows that the leading BCI drops sharply ahead of a severe 
economic contraction. This was seen in August 2008 as the economy was about to 
see three successive quarters of negative growth prints from the fourth quarter of 
that year. In Kenya, the KNBS may publish its Q1 Labour Force Report. The report 
covering Q4 2019 showed that the unemployment rate stood at 4.9%.   

 

27 May: Central Bank of Kenya policy rate announcement; South Africa’s 
April CPI publication postponed. When the CBK MPC met in April it acknowledged 
that the global economic outlook remains highly uncertain and that domestic growth 
is set to fall sharply due to Covid-19 effects. While noting that its policy measures 
announced previously were still being transmitted into the economy, the committee 
reduced its policy rate by a further 25bp taking its cummulative cuts this year to 
150bp. We think further easing is in the offing today given the absence of demand-

side inflationary pressures and the probability that inflation will decelerate visibly in 
the near-term (next CPI print on 29 May) particularly given changes in VAT and lower 
fuel prices. The new CPI, which was introduced in March, showed that headline 
inflation stood at 5.6% y/y in April, staying within the medium-term target of 5% ± 
2.5pp. Food price development are a key risk to the inflation outlook, although 
monetary authorities are likely to look through supply-driven pressures at this stage. 
Currently at 7.00%, the central bank rate still stands above the record low of 5.75% 

which was registered in early 2011. The rate decision announcement is expected to 

be followed by the MPC briefing on 28 May. Separately, Statistics South Africa last 
week announced the postponement of the April CPI release to 24 June (from 27 May). 
This is to enable the agency to accommodate methodological changes given the 
impact, particularly on data collection, of lockdown restrictions. The statistical office 
noted that the changes will remain in place in subsequent CPI compilations as long 

as some form of restrictions in economic activity remain in place.    
 



 
28 May: Nigeria’s CBN rate decision; Zambia’s CPI; South Africa’s PPI. The 
Central Bank of Nigeria pushed back its MPC sitting to today given declaration of 
public holidays on 25-26 May. In March, the Bank announced numerous measures to 

help the domestic economy counter the effects of the Covid-19 pandemic, including 
the creation of a NGN50bn targeted credit facility primarily for SMEs which have been 
hard hit by the coronavirus outbreak. However, at its sitting in the same month the 

MPC kept its policy variables unchanged, including the MPR at 13.5%, the CRR at 
27.5% (which was raised from 22.5% in January) and the liquidity ratio at 30%. As 
usual, while the MPC ultimately decided to pause, it explored its options to ease or 
hike rates. Fundamentally, the committee was of the view that hiking would be 

counter-productive for its growth supportive measures. On the other hand, easing 
would exacerbate inflationary pressures and would not encourage commercial banks 
to lower lending rates. Against this background, it seems that the committee will stick 
to this line of thinking today. While economic growth is poised to weaken further, 
inflation is tracking higher printing 12.3% y/y in April, well above the Bank’s preferred 
range of 6-9%. While the c. USD3.4bn RFI loan approved by the IMF in April has 

boosted FX reserves, the CBN should remain concerned about exchange rate 
pressures given sharply lower oil prices and the commensurate export receipt losses. 
In Zambia, the May inflation release and April trade statistics will be in focus. 
Headline inflation accelerated to 15.7% y/y in April as both food (17.0% y/y) and 

non-food (14.2%) inflation increased. Given recent momentum and previous peaks, 
the worse of the rise in Zambia’s inflation appears not over. Although inflation 
continues to steer well above the 6-8% target, the Bank of Zambia opted to reduce 

rates last week as it aimed to mitigate the adverse effects of Covid-19 on the broader 
economy. The Bank believes inflation will trend towards 8% at the end of its forecast 
horizon (Q2 2022). Meanwhile, trade developments have been favourable thus far in 
2020 with the country registering a trade surplus of ZMW2.4bn in Q1. The April 
statistics will probably show a decline in copper exports (about 70% of total exports) 
given lower external demand and production. In South Africa, the producer price 
indices for March and April are scheduled for release (February: 4.5% y/y). Price 

pressures at the factory gate are set to ease especially given lower fuel prices.   
 

29 May: Kenya and Uganda’s May CPI; South Africa’s April trade, fiscal 
balances, and credit extension; Nigeria’s capital importation. Kenya’s KNBS 
published a new CPI in March, with the consumer basket based on the 2015/16 

Household Budget Survey and marking February 2019 as the new base period. While 

food and fuel prices are currently pulling the CPI in opposite directions, the key driver 
in consumer prices in April will probably be the Covid-19-related 2pp (to 14%) 
reduction in Value-Added Tax. The worst locust outbreak in decades in East Africa, 
which threatens food security in the region, screens negatively for food price 
prospects. At 11.6% y/y in April, Kenya’s food inflation is the only CPI sub-
component registering a double-digit annual rise. Notwithstanding risks to food 
prices, reprieve from lower VAT and energy prices will likely ensure that overall 

inflation (April: 5.6% y/y) remains within the 5% ± 2.5pp official target. In Uganda, 
the spectre of a resurgence in food price pressures also lingers. Food inflation rose to 
4.8% y/y in April, the highest rate since late 2017. Nonetheless, headline inflation 
remains relatively subdued (April: 3.2% y/y), partly reflective of subdued demand-
side pressures in the economy. Contingent upon the duration and severity of the 
Covid-19 pandemic, the Bank of Uganda indicated in April that inflation could average 
2-3% this year. In South Africa, the usual ensemble of month-end data will be in 

the spotlight and will provide interesting insight of the ramifications of the Covid-19 
crisis on the economy. This will especially be the case in the month of April, when 
economic activity largely grinded to a halt as a level-5 lockdown was in place 
throughout the month. There is already evidence that Covid-19 has had an impact on 
trade dynamics as the country recorded an unusually large trade surplus in Q1 
(ZAR12bn; ZAR35bn when including other SACU countries) as exports rose 12.8% 

y/y and imports fell 1%. This compares to an average deficit of ZAR39bn in the 
corresponding quarters in 2014 to 2019. The effect was most pronounced in March 
when the SACU region registered a combined surplus of ZAR24bn. Forecasting South 
Africa’s volatile trade balance is already a difficult task under normal circumstances, 
and the numbers for April will be best be seen when they are announced by SARS 
today. On fiscal developments, the Treasury will publish budget balances for the first 
month of the 2020/21 fiscal year (April). The main budget balance was a deficit of 

ZAR51bn in March, taking the cummulative deficit for FY 2019/20 to ZAR346bn 

compared with ZAR231bn in FY 2018/19. Lastly, the SARB will publish credit 
extension and money supply statistics for April. Credit growth is poised to rise in the 
short term given a weakening in cash balances of economic agents (including firms), 
substantial monetary policy easing and the recent credit guarantee scheme set out 
by the government. PSCE growth rose to 7.8% y/y in March, up from 5.2% in 
February. In Nigeria, the NBS may release capital importation numbers for Q1 2020.   

 



     

 

 
Nominal government bond auctions (local currency) 

Treasury bills: Nigeria (27-May), Tanzania (27-May), Kenya (28-May), Namibia (28-
May), South Africa (29-May), Ghana (29-May), Mauritius (29-May)  

Treasury bonds: South Africa (26-May), Kenya (27-May), Zambia (29-May), 

Botswana (29-May) 

How low will short-end yields go? That’s a plausible question to ask at this stage given 
the extent of monetary policy easing seen across the region over the last three 
months. Policy rates are at historical low levels in numerous countries, although bond 
supply pressures are on the increase given enlarged government funding gaps. 
Auction bids in some markets are showing investor edginess on the potential 

bottoming-out of the interest rate cycle. This is not only because rates are closer to 
zero than they have ever been before in some countries, but also given that fiscal 
outcomes tend to be known with larger lags. While paying attention to issuance 
patterns (including issuance size and the mix – local and foreign currency borrowing), 
investors should also keep in mind informative high frequency macro data such as 
inflation. Bond supply is definitely on the rise (see our ‘Chart of the Week’ below) but 

inflation is generally contained within targets. Countries are also approaching 
multilaterals, at a record pace, to supplement their external borrowing needs 

(specifically the IMF and World Bank). Helpfully, this is at cheaper rates than 
borrowing through markets. Probable investor unease on how long short yields will 
stay this low can be read from recent auction performance in some countries, 
including South Africa, Ghana and Kenya. Last week’s Treasury bill auction in South 
Africa saw relatively poor demand, particularly in the longer-dated 182- and 364-day 

tenors. The 91-day auction yield declined 7bp w/w to 4.16% but the 364-day yield 
rose 14bp to 4.62%. Yields also tracked somewhat higher in the auctions in Ghana 
(91-day rate at 14.06%) and Kenya (7.32%). To be sure, calling the bottom for yields 
isn’t an easy feat, especially given elevated uncertainties on the numerous macro 
variables in play. But the fact that short yields have rallied strongly thus far in many 
markets, is reason enough to consider that they are now probably hovering around 
what will be cyclical lows. Treasury bill auctions scheduled across the region this week 

(see the dates above), will provide some further insight.  

The week will also see long bond auctions in several countries across the region, 

including South Africa, Kenya, Zambia and Botswana. South Africa will auction 
ZAR2.1bn of the R186s, ZAR2bn of the R2030s and ZAR2bn of the R2035s. The latter 
two tenors saw lower clearing yields of 8.90% and 10.60% at last Tuesday’s auction. 
The R186s have seen record demand in recent auctions, with the clearing yield on 
the tenor dropping to 7.78% at the auction on 12 May. Kenya offered a 6-year 
amortizing bond (from 2023) to be sold on 27 May. The bond carries a 10.2% coupon 

and the issue is only open to a limited set of investors (holders of the 2236/364 T-
bill). Zambia will auction a total of ZMW1.1bn in bonds across the domestic maturity 
spectrum (2y to 15y). The April auction was severely undersubscribed, and demand 
was concentrated on the 2y tenor (yield: 30.95%). Botswana holds its quarterly 
auction on 29 May with BWP500mn in 6m T-bills, BWP336mn of the BW013s, 
BWP740mn of the BW014s and BWP270mn of the BW012s on offer.  

CHART OF THE WEEK   
Figure 2: Local currency nominal bond issuance on the rise in 2020*    

 
*Note: Includes regular bond auctions only (Fixed rate; 2y+). Sources: Central banks, Afribiznet 
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Headline CPI, % y/y

Dec-

2017

Dec-

2018

Dec-

2019

Feb-

2020

Mar-

2020

Apr-

2020

Angola 26.3 18.2 17.1 18.4 19.0 20.1

Botswana 3.2 3.5 2.2 2.2 2.2 2.5

Ghana 11.8 9.4 7.9* 7.8* 7.8* 10.6*

Kenya 4.5 5.7 5.8 6.8* 5.5* 5.6*

Mauritius 4.2 1.8 0.9 2.1 2.9 4.2

Mozambique 7.2 4.3 1.8 1.7 1.8 2.2

Namibia 5.2 5.1 2.6 2.5 2.4 1.6

Nigeria 15.4 11.4 12.0 12.2 12.3 12.3

Rwanda 0.7 1.1 6.7 8.7 8.5 8.0

Seychelles 3.5 3.4 1.7 0.8 0.8 0.1

South Africa 4.7 4.5 4.0 4.6 4.1 …

Tanzania 4.0 3.3 3.8 3.7 3.4 3.3

Uganda 3.4 2.2 3.6 3.4 3.0 3.2

Zambia 6.1 7.9 11.7 13.9 14.0 15.7

Note*: New CPI

Policy rates, % 

Dec-

2017

  Dec-

2018

  Dec-

2019
Last move (bp) Latest

Angola 18.00 16.50 15.50 24-May-19 (-25) 15.50

Botswana 5.00 5.00 4.75 30-Apr-20 (-50) 4.25

Ghana 20.00 17.00 16.00 18-Mar-20 (-150) 14.50

Kenya 10.00 9.00 8.50 29-Apr-20 (-25) 7.00

Mauritius 3.50 3.50 3.35 16-Apr-20 (-100) 1.85

Mozam. 19.50 14.25 12.75 16-Apr-20 (-150) 11.25

Namibia 6.75 6.75 6.50 15-Apr-20 (-100) 4.25

Nigeria 14.00 14.00 13.50 25-Mar-19 (-50) 13.50

Rwanda 5.50 5.50 5.00 30-Apr-20 (-50) 4.50

SoAfr. 6.75 6.75 6.50 21-May-20 (-50) 3.75

Uganda 9.50 10.00 9.00 6-Apr-20 (-100) 8.00

Zambia 10.25 9.75 11.50 20-May-20 (-225) 9.25

Latest auction yields, %

91-

day

182-

day

364-

day

Longest  

maturity 
Yield

Botswana 1.50 1.90 3.81* Sep-2043 5.28

Ghana 14.06 14.05 16.70 Aug-2039 20.20

Kenya 7.32 8.23 9.19 Feb-2044 12.66

Mauritius 0.91 0.70 0.74 Apr-2040 3.17

Namibia 4.90 4.99 5.02 Jul-2050 13.44

Nigeria 2.52 2.89 3.99 Mar-2050 12.60

South Africa 4.16 4.49 4.62 Feb-2049 11.74

Tanzania 3.20 3.88 4.84 May-2040 15.79

Uganda 8.89 11.00 12.27 Jun-2034 15.75

Zambia 16.50 21.25 29.00 Mar-2035 32.50

Note*: 182-day annualised

Real GDP (% y/y)

2017 2018 2019 Q2'19 Q3'19 Q4'19 Q1'20

Angola -0.1 -2.0 -0.9 -0.3 -1.2 -0.8 …

Botswana 2.9 4.5 3.0 3.0 3.1 1.6 …

Ghana 8.1 6.3 6.5 5.7 5.6 7.9 …

Kenya 4.8 6.3 5.4 5.3 5.2 5.5 …

Mauritius 3.8 3.8 3.0 3.4 2.9 2.4 …

Mozambique 3.7 3.4 2.2 2.3 2.0 2.0 …

Namibia -0.3 0.7 -1.1 -2.5 -1.2 1.6 …

Nigeria 0.8 1.9 2.2 2.1 2.1 2.5 2.0

Rwanda 4.0 8.6 9.4 12.3 10.9 8.4 …

South Africa 1.4 0.8 0.2 0.9 0.1 -0.5 …

Tanzania 6.8 7.0 … 7.2 6.8 … …

Uganda 7.2 6.1 5.6 4.8 4.5 5.6 …

Zambia 3.5 4.0 … 2.4 1.0 … …

Sources: National offices, IMF, Afribiznet
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