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Key Information

Basic Country Information

Surface area (sq km) 238,533
Country population (m) 23.8
Official language(s) English

Political Information

Political system
Head of state
Head of government

Trade & Commercial Information

Trade terms
Minimum terms
Recommended terms

Democratic Republic
John Atta Mills
John Atta Mills

CLC

Ghana

Political capital
Population of capital (m)
Timezone of capital

Ruling party
Last election
Next election

DB4d (Moderate Risk)

Accra
2.7
GMT +1 hour

National Democratic Congress
Presidential & legislative: December 2008
Presidential & legislative: 2012

Top 3 export goods (% of total exports)

LC Gold
Cocoa beans
Timber products

Top 3 import goods (% of total imports)

Usual terms 60-90 days

Transfer situation

Local delays 0-1 month

FX/bank delays 0-2 months

Import cover 3.1 months Food

Export credit insurance cover

Manufactures
Fuel imports

Top 3 export markets (% of total exports)

US Eximbank Full public and limited private sector cover
Atradius Cover avail. with approved LC; 9 months CWP UK
ECGD ST and MT cover available

Euler Hermes UK

International sanctions and trade restrictions

UK restrictions on the export/import/ manufacture of small

arms/light weapons

Economic Data

Key country data 2007
GDP (current GHCbn) 14,046
GDP (current USDbn) 15,016
Real GDP growth (%) 5.7
Inflation, annual average (%) 10.7
Government balance (% of GDP) -1.7
Gold (USD per ounce) 696.7
Current account balance (% of GDP) -14.3
Global data 2007
World real GDP growth (%) 4.2
US real GDP growth (%) 2.1
Oil price, Brent Crude (USD/b) 72.3

Comparative Market Indicators

Ghana
Income per capita (USD)* 646
Country population (m)* 23.8
Internet users (% of population)* 4.2
Real GDP growth (% p.a., 2010-19) 6.0-9.0

ST cover avail., restrictions may apply

Euro-zone

Ukraine

Top 3 import sources (% of total imports)

Euro-zone

China
Nigeria

2008
17,618
16,654

7.3
16.5
-14.5
871.7
-21.2

2008
1.8
0.4

97.9

Cote d'lvoire
1,159

21.1

3.2

4.0-6.0

2009e
21,690
15,396

4.7
19.3
-9.7
973.0
-12.4

2009e
-2.0
-2.4
61.8

Kenya
761
39.8
8.6
4.0-7.0

2010f
25,529
17,978

5.9
11.8
-8.6
1140.0
-13.2

2010f
2.7
2.0
77.4

Nigeria
1,219
154.7

16.1
5.0-7.0

43.2
24.1
3.6

62.0
21.0
14.8

31.7
7.9
5.8

18.1
16.8
11.9

2011f
29,767
21,111

8.0
8.6
-6.0
1150.0
-8.6

2011f
2.7
1.7
83.2

South Africa
5,835

50.1

10.8

4.0-5.0

Sources: OECD; CIA, World Factbook; World Bank, World Development Indicators, D&B
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Ghana DB4d (Moderate Risk)

Country Risk Overview

DB1
DB2
DB3
DB4
DBs &4",
DBg

DB7
Highest Risk

Country Risk Indicator: DB4d (Moderate Risk)

Significant uncertainty over expected returns. Risk-averse customers are
advised to protect against potential losses.

The DB country risk indicator is a comparative, cross-border assessment of
the risk of doing business in a country. The indicator seeks to encapsulate the
risk that country-wide factors pose to the predictability of export payments and

investment returns over a time horizon of two years.
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Risk Snapshot

Ghana’s economic outlook is positive, with real GDP set to grow by at least 5% per
annum in 2010-11. Among other sectors, growth will be supported by the coming on
stream of the Jubilee oil field in October 2010 (an investment that is set to create
substantial benefits for the economy).

The key challenge for the government is to manage oil revenues and avoid the “oil
curse’ that has plagued many African oil-producing countries, such as Nigeria.

Positive Risk Factors

+

+

The government that came into office in January 2009 (following the December
2008 elections) plans to continue adopting investor-friendly policies, boding well for
country risk.

A history of economic reform, combined with good relations with the international
donor community, provide a good platform from which to stabilise the economy.

Ghana is set to begin producing oil domestically in late 2010, following discoveries
of sizeable offshore oil reserves in 2007. This should help improve the country’s
external position over the medium to long term.

The country’s FX reserves remain adequate by international standards.

Negative Risk Factors

Recent government initiatives in the natural resources industry pose some downside
risks to an otherwise investor-friendly climate.

Non-performing loans have risen since 2009, reflecting increased shock to the
domestic economy. The higher rate of default (by both the government and the
private sector) has increased commercial banks’ aversion to risk, a move that will
certainly hamper prospects for domestic investment.

Businesses continue to suffer from power outages, bureaucratic delays, and a
seriously under-developed infrastructure and transport system.

The economy is structurally weak due to its over-reliance on its key commodities
(cocoa and gold). This renders the country vulnerable to commodity price
fluctuations in the international markets.

The country remains dependent on the international donor community to support its
fiscal and current account deficits.
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A key test will be the
country’s ability to
manage oil revenues
effectively

The government will
continue with
market-oriented
policies, while
aiming to stabilise
the economy
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Ghana DB4d (Moderate Risk)

the state’s commitment to promoting economic reforms will be crucial in maintaining
donor support. Positively, Ghana has a solid track record of implementing such policies
and structural reforms under guidance from the donor agencies, earning it the reputation
of one of Africa’s star economies over the past decade.

A key test to Ghana’s relatively strong democratic credentials will be its ability to
manage oil revenues (following the coming on stream of major new oil fields in late
2010), and avoid the “oil curse’ that has plagued many African oil-producing countries,
such as Nigeria. Already, recent government initiatives in the natural resources industry
are tainting an otherwise investor-friendly climate. In late 2009, the government
announced plans to double the amount mining companies pay in royalties (as part of a
broader effort to boost government revenues from the sector (see Fiscal Policy, pl4).
However, having received no prior indication that this hike would take place, the
foreign companies that dominate Ghana’s mining sector have expressed their surprise at
the move. The planned royalty rise comes on top of other government initiatives that
have unsettled investors. In October 2009, the government announced that US company
Kosmos Energy’s multi-billion US dollar sale of its stake in the huge Jubilee oil field to
Exxon Mobil was illegal. The grounds for the government’s decision were based on its
assertion that Kosmos broke Ghanaian law regarding sharing of confidential exploration
data. In addition, the government announced that it was considering a thorough
renegotiation of British mobile telephone company Vodafone’s USD900m purchase of a
stake in Ghana Telecom in August 2008: an inter-governmental commission had said
that the deal appeared to be ‘unconstitutional and unfair’. Specifically, according to the
commission: Vodafone paid less than it should have; its bid was not the highest one
received; and, generally, there was a lack of transparency in the deal.

However, in a similar manner to the mining royalties hike, Vodafone apparently did not
receive a copy of the report about its agreement from the relevant authorities. The
government has since modified its stance somewhat, stating that it is seeking a ‘re-
engagement’ with Vodafone, rather than a ‘renegotiation’, although it is not clear what
this ‘re-engagement’ will entail. Nonetheless, D&B is concerned that the manner in
which the government is reviewing agreements with international investors could
damage foreign companies’ confidence in Ghana’s investment environment, which, in
turn, would undermine economic growth. That said, overall we expect the government’s
stance towards foreign investment to remain broadly conducive.

Policy Agenda

Despite recent controversies surrounding the government’s negotiations with some
foreign companies, President John Atta Mills of the ruling National Democratic
Congress (NDC) party has stressed that his administration will not deviate from the
market-orientated development plan put in place by the previous administration,
emphasising that the private sector will represent a crucial part of Ghana’s economy. In
addition, given the recent pressure of twin current and fiscal account deficits, stabilising
the economy will be a critical objective. In response to this, economic policy will be
characterised by fiscal austerity measures and price stability over the short term. These
issues are underlined in the three-year Medium-Term Economic Framework (MTEF)
presented in late 2009, as well as the 2010 budget (January-December).

The MTEF emphasises: pursuit of prudent economic policies; modernisation of
agriculture; provision of infrastructure, including IT and communication technologies;
and development of the private sector, as well as the oil and gas industry. The MTEF
aims to achieve average GDP growth of 8.0% over 2010-12. We believe that this
objective is realistic, especially as we expect there to be rapid growth in 2011 when oil
production comes fully on stream. However, the challenge for the government will be to
ensure that that it is not a one-off surge, since only sustained and broad-based growth
will help to achieve the longer-term aim of significantly reducing poverty.
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The policy agenda
will be guided by
donor-supported
programmes

Ghana will remain
vulnerable to mass
refugee movements
from neighbouring
conflicts

Significant donor
flows are still vital
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Positively, the government has indicated that it plans to put in place a framework that
will allow for the efficient use of oil resources to support developmental goals. In
addition, policy-making will be formulated under guidance from the IMF-supported
three-year Poverty Reduction and Growth Facility (PRGF) arrangement, approved in
July 2009; the PRGF, which was converted into an External Credit Financing (ECF)
arrangement, will eventually disburse a total of USD602.6m (to be repaid over 40 years
following a ten-year grace period), as part of a move to address the country’s macro-
economic problems. Other donor partners have also announced a USD450m loan
package to support the budget. These packages entail measures aimed at: bringing the
per capita income of the average Ghanaian to middle income status by 2015; achieving
macro-economic stability, especially containing inflation to single digits; and a stable
currency. However, increased risk of a domestic downturn in the EU (Ghana’s major
regional export market, see Global Outlook, p9), along with rising import prices, pose
some degree of risk to achieving these objectives. Moreover, with a large percentage of
the population currently living in poverty, there is significant pressure on the
government to avoid the ‘oil curse’ that has plagued many oil-rich African countries
(where the temptation of high hydrocarbons earnings has fuelled corruption and
political instability), and to manage the resource transparently.

Meanwhile, the government has indicated plans to increase output in the agricultural
sector (which accounts for 60% of employment) by improving irrigation and
maintaining farm subsidies. In terms of public services, the NDC government has
proposed plans to fast-track the road network programme. This includes the Eastern
Corridor project, the Western Corridor project and the West Africa Transport and
Transit Project. These are to be financed through the US Millennium Challenge
Account. In line with election promises, the government has also outlined plans for the
healthcare and education sectors. There are plans to build regional hospitals as well as
introduce a one-off fee for the National Health Insurance scheme.

International Relations

Relations with Neighbouring Countries: While Ghana has made significant progress
towards consolidation as a mature democracy, many of its neighbours remain embroiled
in bitter internal conflict. The result has been a high level of cocoa and diamond
smuggling through Ghana. The nature of West African conflicts often involves the use
of militia, who engage in banditry, extortion and illegal trade in contraband goods in
order to raise money. This has heightened insecurity in bordering areas. As such, Ghana
will remain vulnerable to the mass movement of refugees displaced from neighbouring
countries, and in particular from Cote d’lvoire, whose migrating workers will continue
to place significant pressure on Ghana’s resource base. It will also create a potential for
increased competition over food, potentially resulting in violence.

Relations with Africa: Former Ghanaian president John Kufuor was a strong proponent
of the New Partnership for African Development (NEPAD). The new government is
unlikely to deviate from this policy and Ghana will continue to abide by NEPAD’s
policies, such as the peer review mechanism and good governance. Meanwhile, Ghana
will continue to commit troops to African Union (AU) peace-keeping forces.

Relations with International Donors: Ghana’s fiscal and external balances are reliant on
aid for their stability. In recent years, the country has enjoyed good relations with
international donors, and in particular, in 2004 Ghana became one of a select few
countries to reach the ‘completion point’ of the Heavily Indebted Poor Countries
(HIPC) initiative. This was followed in May 2005 by the granting of 100% debt relief
by the G8. Ghana’s multi-lateral debt to the IMF and the African Development Bank
was written off by the G8 in 2006. More recently, Ghana has signalled its intention to
move away from reliance on multi-lateral donor aid towards commercial borrowing, as
demonstrated by the debut bond issue on the international capital market in 2007.
However, amid increasing economic difficulties in the global economic climate (see
Global Outlook, p9), Ghana will remain reliant on donor support in the short term.
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The Ghanaian
economy remained
resilient in 2009

Stronger real GDP
growth will
emerge...

...but challenging
international
conditions could
undermine exports
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Economic Performance

The Ghanaian economy weathered the 2008-09 global downturn relatively well, despite
tight domestic policy and sluggish remittances from the Ghanaian diaspora. After a
7.3% growth in 2008, the economy slowed to only 4.7% in 2009, benefiting from strong
demand for the country’s key exports, mainly gold and cocoa. Increased uncertainty in
the global market led to higher production and prices for gold, as investors switched
from investing in equities to gold, which is often perceived as a safer investment during
periods of economic uncertainty. Favourable rainfall also helped to support the
agriculture sector, and in turn employment income. However, this was insufficient to
limit the slowdown in consumer spending. The government’s restrictive spending,
alongside tight monetary policy (adopted since November 2007) and weak family
remittances weakened private consumption and therefore import demand. At the same
time, gross fixed capital formation declined amid higher borrowing costs and increased
global investor risk aversion.

Economic Activity

Real % change 2007 2008 2009e  2010f  2011f
Private consumption 8.9 9.6 5.5 7.3 7.6
Government consumption 11.2 19.7 8.6 8.5 8.4
Gross fixed capital formation 155 9.0 3.0 6.0 6.4
Exports 14.8 23.3 16.0 24.0 29.0
Imports 19.5 23.4 10.0 17.0 19.0
GDP 5.7 7.3 4.7 5.9 8.0
Consumer prices (year-average, % change) 10.7 16.5 19.3 11.8 8.6

Sources: IMF; Bank of Ghana; D&B

The outlook for Ghana’s economic growth prospects is positive, buoyed by the recent
rebound in the global economy; this will boost exports and FDI inflows, as well as
revenue from the nascent oil sector (where production is expected to come on stream in
late 2010). Additionally, government plans to make improvements for cocoa-farming
will provide support to the key agricultural sector, which is already benefiting from a
good harvest and high international cocoa prices. Similarly, ongoing uncertainty in the
global climate (amid concerns over the EU’s debt crisis) will boost gold exports. These
factors will be the key drivers of GDP expansion of around 5.9% in 2010 and 8.0% in
2011. The return to higher rates of economic growth will also be supported by the Bank
of Ghana’s accommodative monetary policy stance, adopted since November 2009
(after two years of policy tightening). This is in response to easing inflationary pressure
supported by currency stabilisation, fiscal policy consolidation and slower economic
activity. As such, year-on-year headline inflation has been on a downward trajectory
since June 2009 (see Inflation, p12).

The looser monetary environment will provide relief to Ghanaian businesses and
consumers, who have been adversely affected by steadily tightening credit conditions
over much of 2008 and 2009. That said, commercial banks’ growing risk aversion (amid
the recent rise in non-performing loans, see Financial Sector Risk, p22) would limit
private sector borrowing. Moreover, rising global oil prices and planned hikes in
electricity tariffs will force the authorities to exit from their easing monetary policy
strategy and possibly adopt a neutral policy stance in late 2010. The possibility of a
renewed downturn in the euro-zone is another major downside risk; around 32% of
Ghana’s exports are destined for the euro-zone (see Trade Environment, p40).

The Cocoa Sector

Ghana’s export sector is commodity-based, which makes it vulnerable to changes in the
international market. A key aim by the government is to diversify the private sector
away from its over-reliance on agriculture (which employs approximately 60% of the
population, particularly in cocoa production), while simultaneously modernising the
agricultural sector through improving farming practices such as irrigation facilities, and
providing improved fertilisers and seed varieties. The latter measures will be aimed at
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Investment

The contribution of investment to long-term growth depends on at least three factors:
the availability of funds; the propensity of the private sector and the government to
invest; and the profitability of the investment. Since the early 1990s, there has been an
increase in investment and savings. Over the short term, investment resources are likely
to come from abroad. At over 25.0% of GDP, investment rates in recent years might
have been higher if lending rates had not been so elevated, although these have declined
significantly in the last few years; while the state has the potential to act as an important
investor in the economy, it has effectively crowded out private sector initiatives
(although recent government initiatives have gone some way to reverse this). It is also
crucial that the government provides a reliable supply of electricity. To this end, the
government plans to raise the electricity generation capacity from 1,800 megawatts
(MW) to 5,000MW in the medium term (see Infrastructure, p37).
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