AS 2008 came to an end, growth
forecasts for African and other
emerging markets were revised
downwards, as most developed
markets collapsed and slipped
into recession.

Speculation over the effects
on Africa’s economiclandscape
in thelight of weaker global
demand started to reflecta
significant drop in gross
domestic product growth rates,
rapidly adjusting what had been
a decade of phenomenal growth.

This became especially
noteworthywhen China’s
growth forecasts dropped to
near 7% and as mining .
operations across the continent
closed or were mﬁmUmzmmm on the
backofa mrmﬁu dropin
commodity prices.

Asthe New Yearwas ushered
in, it was evident that despite
talks of a “decoupling” from the
developed world or “new
coupling” with Asian economies
such as China, Africa would not
escape unscathed. Tna
globalised and integrated world
economy, financial channels
{banking systems, stock
markets, and foreign direct
investment) and real channels
{trade, aid and workers’
m,.mwﬁwgs ces) are bound to feed
the effects of the global financial
erisis into the developin gw orid,
including Africa.

The impact on economics
will depend on the neteffects
ofthese channels, While oil-
importing states might not

we the pojicy space
respond 1o the erisisthro r1h
ol spending, theybey efit
m 2 smaller oilimport bill
and a diversified economy.
Resource exporting countries
should be able to implement

Imszm: Edinger-says 2:8: ,
governments and .
Uo__QBm_aa need to
position themselves towards
more investor-friendly policy
environments to attract
foreign funds
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economic growth, depending

‘While some n@ﬂﬂgmm 2::8

respond tothe crisis, itis.

-accepted thatslower growth

forecasts across the continent
will be nowhere as sluggish as
growthin traditional markets.

‘On aggregate, global %.oﬂ.% has -
been drastically revised

‘downwards by the Hbemgmﬂob&
Monetary Fund, 102,2%in

November; and more recently by
the Economist Intelligence Unit

.~ inDecember tojust 0,9%:

Iceland, Ireland and Britain
are among the slowest
performers. Not mﬂéﬁmﬁﬂ?
the top 10 fastest growing
economies for 2009 include
China.(in 5th place) and seven
sub-Saharan African
economies: Malawi, Angola,
Ethiopia, Republic of Congo,
Djibouti, Tanzania and Gambia
areallexpected toexpandin
excess of 6%.

A common denominator to

ecoriomic expansionina
number of the above-mentioned
states will be the momentum of
investments in the construction

" and infrastruocture sectory,

Money from China, Indiaand
the Guif States is driving
intrasiructure roliouts across
various African states. China
has increased its infrastructure
Em% in ﬁanm c.&zm ,ﬂ% Instfew

Emﬁ,ﬁ:w vecen
that developm
fricahad increase by 20
Jue termes sinee 20086,
But mmmmﬁm&cs overChina’s
financing commitiments has
cropped up, especially in the

infrastructure sector.
Thisisof concern as
infrastructurerollouts are also

-affected by tighter moﬁ&:ﬂoa
&:ﬂnaﬁ. duetolower: R
- commodity prices and resultant

lower export earnings and
government revenues, as well as
cutbacks in development
assistance, This could seean

_ - inereasein Africa’s already vast

E».gmﬁgﬂﬁm deficit..
‘"With anestimated

" infrastructure financing Qmﬁﬁe

of more than $40bnayear, and
with infrastructure being the
backbone ofeconomy activity,
less governmentspending on
both physical and social -
infrastructure will ?uﬁ_mn
hinder Africa’s growth and
developmentacrossall sectors,
-Pressuretorollout ,
infrastructureis anmm.mmﬂmv as
many states are axbmﬁmzogm
rapidly urbanising and growing
populations, placing increasing
strain on infrastructure. This
has been acknowledged by the
governments of Kenya and
Uganda, which revealed plansto
finance 2 $3,2bn new standard
W@awm railway inebetween
Mombasaand key markelsin
Uganda, Rwanda, Burundi, the
Congo and southern Sudan.
Participation of foreign
investoys
story of % gﬁmmmﬁw hasa
heen seen in nop-commaod
seciors, Bervices suchas
tourism, financial and real
eatate have contributed to 50%
ofsul-Saharan Afriea’s growth,
and mzﬁdm&nm investment
1 perts i the services
industry, focusing on
information and

communications technology

(ICT), electricity and banking

vegrowih

f

presentopportunities for
foreign investors.

Despite the global slowdown,
private equity inflows to, for
example, 1CT, have shown
strong growth, promising
higher returns and further
investment potential compared
to traditional economies. Yet
the ability to raise funds for

- suchinvestments fromnow
o cﬂm&-mﬂ.ﬁ%@& markets eﬁﬂ_
‘high costsof asuzp_ will affect

the continent, given that more
than 50% of private equity funds
invested in Africa are raised i in
traditional markets.

‘Butmore time needs to pass
to determine the mmﬁﬁ% ofthe
impact of the crisis on'Africa.
The next six months will reveal
the developmental challenges
that governmentswill have to
grapple with this year as
,csmmm.ama% pressures will result
in cutbacks in sectors such as
education, health and
infrastructure, as well as the
external debt positions of
economies. This will translate
into necessary revisions and

- adjustments of developmental

. _wwmm%_yot& (e~

goals and policy reformsto
ensure soclal stability,
presenting an opportunity to
African governments and
policymakers to position
themselves towards niore

Cimvestor-friendly polioy

enviromments to attract foreign
funds looking for agood return,
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