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African debt crisis looms amidst 2020 budgets 
With 2019 being a year laden with borrowing, 2020 may prove to be a tumultuous one with what some analysts 
have reported as a developing African debt crisis. 

In West Africa, Nigeria will be relying heavily on foreign lenders and the local central bank to meet its 
budgetary obligations, as well as plug a 45% tax shortfall. To the east, Ethiopia and Uganda will be borrowing 
US$ 2.9 billion and US$ 2 billion from the IMF, respectively, to fund infrastructure developments. Further south, the 
DRC will receive a US$ 368.4 million loan from the IMF, contributing to its dire debt-to-GDP ratio, which already 
stands at 80%. 

The culture of borrowing has been met with some resistance with the African Development Bank imposing 
sanctions on Zambia for failing to pay off its debt obligations, with the country indicating it may not have the 
funds for its Eurobond settlement due in 2022. In South Africa, junk status looms as analysts doubtful to whether 
the government can meet the US$ 30 billion debt obligation by Eskom, the state power utility. 

Creditors and investors in Africa’s infrastructure development need to be vigilant in the forthcoming year. 
Though not all countries are taking out loans at the same rates, gearing down the existing debt burden 
will be a difficult task, while domestic affairs and prevalent corruption pose additional pitfalls. The case of 
Mozambique’s 2016 stolen US$ 2 billion IMF loan is a prominent example of the inherent risk of borrowing from 
international finance institutions, with the country still reeling from the scandal and unlikely to pull itself out of its 
current crisis for some time. 

Analysis of the overall creditworthiness of African governments has been further complicated as a result of 
the emergence of “hidden loans” from China emerging. These loans are not listed with institutions such as the 
Bank of International Settlements. Investors should pay careful attention to the African debt levels leading up 
to the Eurobond maturities in 2024/25. In the meantime, defaults are unlikely since high commodity prices and 
strong economic growth mean that debt serviceability is still within reach of local governments. Increasing 
government debt has also had little effect on the African bond market, which still offers a higher yield than 
other regions. 

DEBT-TO-GDP RATIO OF TOP 12 MOST INDEBTED AFRICAN COUNTRIES

Country Official Debt-GDP Ratio (%) Projected economic  
growth rate (2020)

Sudan 177.87 3.8

Eritrea 127.34 4.2

Cape Verde 125.29 6.0

Mozambique 124.46 5.5

Angola 90.46 1.5

Republic of the Congo 90.19 4.3

Egypt 86.93 5.5

Tunisia 81.53 2.6

Mauritania 80.61 3.8

Zambia 80.50 2.5

Gambia 78.67 5

Source: World Bank, World Population Review, 2019
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Conflict and a restricted mining environment cast a shadow over the Congo
In the eastern Democratic Republic of Congo (DRC), peacekeeping efforts were met with resistance as 
protestors marched on UN bases, clashing with local forces who have been accused of not doing enough to 
protect them from a campaign of killings committed by the Allied Democratic Forces rebel group while waiting 
for government to take action and remove them from the region in December. 

Early in December, several lynching took place as civilians took it upon themselves to hunt suspected rebels, 
indicating that local trust in authorities has begun to deteriorate. Mid-month, the UN Security Council adopted 
resolution 2502 (2019), which extends MONUSCO’s mandate in the region to December 2020. However, the 
Security Council Members made it clear that UN troops would be withdrawn once certain local capacity 
benchmarks were reached, making the next year a make-or-break one for the cash strapped government 
initiative to protect the mineral-rich eastern region. 

Further challenges emerged with the instability in the north-east, this year’s Ebola outbreak, and a drop in 
commodity processes, all of which have impacted the country’s foreign currency reserves. 

As such, some headway has been made in the form of governance reforms currently underway under the 
new President, Felix Tshikeledi, and the recent approval of a US$ 368 million loan by the IMF. But these should 
be viewed with a level of caution by investors given the high-levels of existing debt, as the loan will go toward 
improving infrastructure, as well as creating a conducive environment for the rollout of free education. 

Tightening regulations in the mining sector have also negatively impacted the country’s investment climate, 
with a 50% ‘super-tax’ being imposed on mining companies that earn profits in excess of 25% of projected 
earnings, through initial feasibility studies. With cobalt prices dropping by over 40% in August 2019, many mining 
companies are struggling to continue operations. As a result, the country has seen an increase in illegal mining 
and safety concerns after 43 deaths at a Glencore mine in June. Investors are urged to monitor developments 
as they unfold going into 2020.

Investment consideration in the DRC for 2020
• Economic growth projected at 4,6%
• National Strategic Plan (NSP) seeks to turn country into net exporter of electricity
• Demand for coltan will remain buoyant and drive production, despite current 

downturn 

• Economy is susceptible to manufacturing downturn in China, the country’s main 
trading partner

• Ranks 184/190 on World Bank Ease of Doing Business Index
• Overexposed to revenue from the mining sector due to lack of economic 

diversification
• Toughened mining regulations impede additional investment in the sector and drive 

illegal mining

PROS

CONS
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Ethiopian Airlines to build the largest airport in Africa 
Ethiopian Airlines continues to fly high after announcing that it will be building a new mega-airport in the town 
of Bishoftu, located southeast of Addis Ababa, as part of its Vision 2025 expansion plan. 

The largest ever in Africa, the airport’s construction symbolises the vital role Ethiopian Airlines has come to play 
as a market leader in both passenger and cargo travel. News of the planned construction has closely followed 
the completion of Terminal 2 at Bole International Airport, situated in the country’s capital, which has already 
seen a significant increase in the national carrier’s overall cargo capacity. The airline’s profitability is largely 
attributed to its management style, which is profit-oriented and free of state interference, compared to its 
closest rival SAA, where the government has historically had far more input.

For investors in Africa’s air travel market, Ethiopian Airlines is well-positioned to dominate the Asia-Africa-South 
America routes, viewed as the next emerging frontier of air travel. The airline’s expansion plans have seen it 
forge a number of strategic partnerships. For example, DHL Global Forwarding utilises Ethiopian Airlines as its 
primary carrier in Africa. Additionally, Ethiopian holds stakes in other regional airlines in Ghana, Guinea and 
Togo, all of which will further add to its existing portfolio of shareholding in local airlines in Chad, Malawi and 
Mozambique. 

With the tough market environment for regional carriers due to tight profit margins, Ethiopian Airlines is 
well-positioned to continue dominating the African airspace. Investors are advised to monitor additional 
acquisitions in Africa, as they are unlikely to weather the current environment for regional carriers. 

 

 
 

 
Source: African Development Bank, EIN Press Wire, US Department of State, 2019 
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Ethiopia Airlines Vision 2025 
 

 
Source: Payload Asia, 2017; Air Cargo Week, 2018 



South Africa eyes private power generation as Eskom crisis continues 
As the belt begins to tighten at South Africa’s national power utility, Eskom, room for private power generators 
is beginning to open. Speaking at a conference in mid-January, President Cyril Ramaphosa indicated that 
the government would relax regulations to allow private entities to generate their own power supply in aid of 
stabilising the power provision across South Africa. 

The mining sector is one of the country’s biggest and most power-hungry industries and is well-positioned to 
begin the rollout of renewable energy generation to offset its dependence on Eskom,  as it begins a long 
process of restructuring. A key consideration for the utility is to institute regular maintenance to prevent further 
deterioration of its plants. Loosening the red tape around private power generation will offset some of the 
current demands and allow for more targeted maintenance and the repair of existing infrastructure. 

There are a number of considerations that investors should take into account during the course of 2020. For 
one, should the government follow through with this promise, substantial opportunities exist for the introduction 
of renewable power generation in the country’s mining space. Sustainability and efficiency will increase 
off of the back of this additional power, which will also improve investor confidence in the country’s largest 
contributor of foreign reserves. 

On the opposite side of the spectrum, investors should note, though positive for the country’s mining industry, 
introducing independent power provision will also have a knock-on effect on Eskom’s revenue stream, which 
it cannot afford at the moment. Additionally, plugging-in the new power generators will be a costly exercise 
in the long-run, with estimates sitting around R18 billion (US$ 1.2 billion).  Such a move will also be faced with 
resistance from both labour unions and the coal mining lobby due to the jobs and income that will be lost if 
Eskom’s largely coal-driven fleet is side-lined in favour of privately owned alternatives. Given the conundrum,  
investors are advised to keep a close eye on developments over the coming months. 
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Relationships are tested and strategies redrawn as Sahel violence worsens 
The last two months have been a testing time for the G5 Sahel Alliance in their ongoing battle against 
terrorism in region. Forces from France and its local allies are facing the daunting task of having to 
safeguard vast swathes of territory against a ruthless and highly mobile terrorist campaign that has 
taken hundreds of lives and displaced thousands. 

High-profile targets have included two Nigérien army bases, a UN base in northern Mali, and a bus 
convoy and churches in the northeast of Burkina Faso. Large tracts of land in Mali and Niger have 
been rendered ungovernable, with schools and other public buildings being shut down.  

Local opinion has begun to swing against the French, partly as a result of them being unable to 
prevent additional attacks and their influence of local Islamist imams (leaders). This, along with 
strained relations with local governments has tested the morale of the French military, who feel that 
their efforts have gone largely underappreciated. 

Nevertheless, local governments publicly declared their support for further intervention from the 
French in December after a period of diplomatic tension. The G5 has embarked on a revised strategy 
for 2020, which will see forces from across the various countries fall under the same command and 
control structure, embarking on intelligence-sharing initiatives.

 

 

Africa Highlights 
December 2019 – January 2020 
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Terrorist activity in the Sahel: December 2019 – January 2020 

 
 

Source: Al Jazeera, Reuters Africa, 2019 
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Libya’s future remains uncertain as crisis continues
Conflict in Libya rages on despite industrious attempts being made over the past two months to 
secure a diplomatic solution to the ongoing crisis. 

Casualties have been mounting since General Khalifa Haftar, the rogue leader of the Libyan National 
Army (LNA), launched his bombing campaign on Tripoli, Libya’s capital city and last rival of the 
Government of National Accord (GNA) in December. 

In a gallant move, Turkey announced its plans to intervene on behalf of the GNA on the 22nd  of 
December 2019. Unfortunately, this was thwarted by the GNA parliament on the 4th of January, just 
a few days later Haftar rejected a ceasefire brokered by Turkey and Russia, indicative of the growing 
confidence the General now has in his ability to secure his political objectives by force. 

Shortly after, the German government boldly went on to host a conference with the hopes of 
reaching an amicable agreement between the two factions. Sadly, none of the regional powers 
showed their full support towards finding a solution between Libya’s warring factions. With talks 
expected to continue only in April, the future of the GNA and hope of a diplomatic settlement and 
democratic dispensation in Libya appear dim.
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Powers at play in the Libyan conflict 
 

 
 
Policy breakthrough for Sudan as relations with the US stabilise   
 
Positive developments were noted in Sudan during December, after having exchanged ambassadors with 
the US for the first time in over 20 years. A move by the Sudanese government aimed at restoring relations 
between the two countries, as well as see the removal of Sudan from the US ‘state sponsors of terror’ list.  
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Policy breakthrough for Sudan as relations with the US stabilise  
Positive developments were noted in Sudan during December, after having exchanged 
ambassadors with the US for the first time in over 20 years. A move by the Sudanese government 
aimed at restoring relations between the two countries, as well as seeing the removal of Sudan from 
the US ‘state sponsors of terror’ list. 

By the end of the month Sudan’s finance minister indicated that the country planned to double 
public sector salaries, increase the minimum wage, and gradually remove fuel subsidies. Measures to 
curb the cost of food, cooking oil and other essentials are to remain in place. 

The government has not yet stated how it plans to fund its 2020 budget, however warming relations 
with the US suggest that IMF funding could be on the cards. Though the new Sudanese government 
has a long road to economic recovery, calming relations in South Sudan have raised the prospect of 
renewed oil exports.
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Talks over the Nile dam lead to a diplomatic settlement in Washington  
 
The standoff between Ethiopia, Egypt, and Sudan is coming to an end, as the irrigation ministers of each 
respective country reached a diplomatic settlement regarding the construction of the Grand Ethiopian 
Renaissance Dam on the Blue Nile River. After much deliberation, the irrigation ministers reached a 
diplomatic settlement. Negotiations were reignited late  December in Khartoum, Sudan, to find an 
amicable solution to the allocated time for water collection in the dam reservoir. The first preliminary 
settlement was achieved almost a month later on the 16th of January in Washington, USA, after the three 
nations agreed that Ethiopia is to allow water collection in the reservoir during the wet season (July-
September) and that water levels are to be held 595 meters above ground level, a compromise to ensure 
enough water both for hydroelectric power generation and the provision of agricultural irrigation during 
the dry months. If the current agreement holds, the dam is expected to be filled by the end of the year.  
 

The Grand Ethiopia Renaissance Dam – Timeline of events (2010-2020) 
 

 

Talks over the Nile dam lead to a diplomatic settlement in Washington 
The standoff between Ethiopia, Egypt, and Sudan is coming to an end, as the irrigation ministers of 
each respective country reached a diplomatic settlement regarding the construction of the Grand 
Ethiopian Renaissance Dam on the Blue Nile River. Negotiations were reignited late  December in 
Khartoum, Sudan, to find an amicable solution to the allocated time for water collection in the dam 
reservoir. The first preliminary settlement was achieved almost a month later on the 16th of January 
in Washington, USA, after the three nations agreed that Ethiopia is to allow water collection in the 
reservoir during the wet season (July-September) and that water levels are to be held 595 meters 
above ground level, a compromise to ensure enough water both for hydroelectric power generation 
and the provision of agricultural irrigation during the dry months. If the current agreement holds, the 
dam is expected to be filled by the end of the year. 

4

ADVISORY BRIEFS | February 2020



6

ADVISORY BRIEFS

5
February 2020

Ethiopia receives IMF refinancing package for economic reform plan 
On the 11th of December, IMF representatives and Ethiopian government officials announced they 
had reached a final agreement regarding the provision of a refinancing package to cover the 
country’s strategic economic reform plan. 

The US$ 2.9 billion package will be spent on what Ethiopian Prime Minister Abiy Ahmed describes as 
macroeconomic, structural, and sectoral reforms. The package, which will be released over a three-
year period, comes at a critical time for Ethiopia’s government as it looks to decrease the levels of 
youth unemployment in the country amid rising regional nationalism. 

The funds will also be used to alleviate acute foreign exchange shortages in the country, which 
are the result of Ethiopia’s over-spending on infrastructure development to try and expand its 
manufacturing capacity. Ethiopia is just one of several African nations that will be relying heavily on 
foreign financing to fund budget and economic reform plans in 2020. Other countries include Nigeria 
and Uganda.

Drought hits Zimbabwe’s food sector and Zambia’s energy prices
Water shortages caused by the prolonged periods of dry weather in Southern Africa severely 
impacted Zambia and Zimbabwe in December. 

Trying to raise foreign investment in its energy sector after low water levels at Kariba Dam have 
constrained Zambia’s power output, the Zambian government announced on the 7th of January 
that electricity prices are to double. 

The impact this will have on the mining sector is more limited, as mining houses have existing 
agreements with the government regarding power provisions and costs. 

Neighbouring Zimbabwe has been equally impacted by the limited power output of Kariba Dam. 
Daily power cuts have seen Zimbabwe import electricity from South Africa and Mozambique to meet 
the shortfall. The country’s agricultural sector has also been brutally impacted with chronic food 
shortages sending prices skyrocketing, while having to import significant amounts of food to prevent 
starvation in the country’s urban areas.

South Sudan pursues policy of economic diversification to reignite agriculture 
January saw South Sudan take its first tentative steps towards greater stability after multiple delayed 
attempts to end its seven-year civil war. Whether the deal will hold remains uncertain as reports have 
emerged that opposition factions are still forcefully recruiting amongst civilian populations. 

In early January, President Salva Kir also announced that his government plans to pursue a policy 
of economic diversification, utilising the revenues of the country’s oil sector to develop its latent 
agricultural industry. Directing the economy away from dependence on its politically captured oil 
revenues will be a critical step towards further infighting. The success of this venture in the coming 
months will be vital for the longevity of the new government. Later in the month, representatives from 
the country’s warring factions met in Rome to sign a deal aimed at ending all hostilities, ultimately 
paving a way for the formation of a unified government by the 22nd of February.
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Nigeria opens to investors in a bid to curb sluggish growth
In mid-January the Nigerian Prosecution Authority announced its plans to drop a US$ 2 billion tax 
dispute against MTN, a South African telecoms giant, over unpaid rates not during its expansion in the 
country, over the period 2007-2017. 

Three days before the announcement, President Buhari signed a new bill into law, which is aimed 
at boosting the country’s revenues, reorganising its tax regime to entice foreign investors, and 
promoting the growth of SMEs. This, in conjunction with MTN Nigeria having announced it will allow 
more local ownership of the business, hints towards a policy shift within the government to slow down 
the economic decline it has been experiencing since its 2017 recession. 

As the continent’s second biggest economy and a key regional trading hub within the ECOWAS 
bloc, the policy shift towards liberalisation will likely bode well for investors, both locally and in the 
broader West African region.
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Nigeria’s economic recovery and growth plan 2017-2020: A retrospective 
Source: 
CNBC 
Africa, 
African 

Development Bank, 2019 
 
Artisanal gold mining upsurge prompts expansion of African refineries  
 
Africa’s gold refining market is experiencing a period of unprecedented expansion. As of January, a total 
of 26 refineries are either under construction or already in operation, a significant increase from less than 
10 in 2012. This sudden explosion of refineries has been made possible due to the growth of China, having 
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Artisanal gold mining upsurge prompts expansion of African refineries 
Africa’s gold refining market is experiencing a period of unprecedented expansion. As of January, 
a total of 26 refineries are either under construction or already in operation, a significant increase 
from less than 10 in 2012. This sudden explosion of refineries has been made possible due to the 
growth of China, having drastically pushed up the demand for refined gold used in jewellery and 
other products. In turn, this has driven the price of gold up to the point where artisanal/informal gold 
mining has become a viable form of rent-seeking across the continent. Governments in many African 
countries have supported this process, seeing it as an easy way of moving up the gold mining value 
chain. However, lawmakers are becoming increasingly concerned over the unregulated nature of 
the industry as it could potentially feed into smuggling and various forms of exploitation.

Sources: World Bank, The Guardian, News24, Reuters, 2019
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Kenya takes out Sh100bn loan amid promises of deficit reform
The Kenyan government recently announced its plans to wean itself off of the international 
commercial debt market after years of binge borrowing that seriously damaged the country’s 
fiscus. Recently confirmed Finance Minister, Ukur Yatani, announced on the 15th of January 
that the government was preparing to reduce the widening fiscal deficits by improving 
revenue collection and weaning the national budget off of the commercial credit market, 
which heavily relied on Chinese loans, Eurobonds, and syndicated commercial loans. To this 
end, the government is in talks with the World Bank regarding a Sh50-100 billion loan for the 
forthcoming year, which is expected to cover around half of the 2020/21 budget.

Angola’s former president’s daughter to face trial for economic crimes
Isabel dos Santos, daughter of former Angolan President, Jose Eduardo dos Santos, and one 
of the richest women in Africa, is wanted by the Angolan government in connection with 
a host of economic crimes she reportedly committed during her career spent in a number 
of industries. Dos Santos allegedly used her position to amass a fortune in the oil, telecoms, 
mining, banking, and cement sectors in both Angola and Portugal. A cache of over 700 
000 incriminating documents released by the BBC also implicates western-based firms in her 
money laundering schemes, including PwC and Eurobic Bank, who have both launched their 
own internal investigations. Angola has threatened that it will demand her extradition if she 
does not return from the UK. She is accused of money laundering, forging documents, and 
mismanagement, and using her influence to obtain business deals, amongst other charges. 
Dos Santos has dismissed the allegations as a “witch hunt”. 
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