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Key View

• At Fitch Solutions, we expect that Sub-Saharan African (SSA) real GDP growth will
slow from an estimated 4.4% in 2021 to 3.3% in 2022, as elevated inflation
dampens household spending and weakening external demand weighs on
exports.

• We see regional growth rising slightly to 3.7% in 2023, as price pressures ease
and demand from China recovers.

• Growth over the coming quarters will be capped by weak performance in South
Africa, a weakening outlook for the two largest oil producers, Nigeria and Angola,
and suboptimal growth in traditional outperformers such as Ghana and Kenya.

Economic activity in most of the main Sub-Saharan African (SSA) markets continues to
lose momentum. While real GDP growth rose slightly in Nigeria in Q222, it slowed in South
Africa (Q222 GDP data has not been released in other markets as yet). Moreover, Purchasing
Managers’ Indices (PMIs) for seven SSA markets (Ghana, Kenya, Mozambique, Nigeria, South
Africa, Uganda and Zambia) fell further from an average of 51.3 in Q122 to 49.9 in Q222,



signalling deteriorating business conditions. In Ghana and Kenya, the PMI remained below
the neutral threshold of 50.0 throughout Q222 (see chart below), due to inflationary pressures
and, in Kenya’s case, uncertainty around the August 9 elections.

Business Conditions Continue To Weaken
Selected SSA Markets - Purchasing Managers' Index

Note: SSA average comprises Ghana, Kenya, Mozambique, Nigeria, South Africa, Uganda and Zambia. Readings above 50.0
signal improving business conditions. Source: S&P Global, Bloomberg, Fitch Solutions

Elevated inflation, largely caused by the impact of the Russia-Ukraine war on commodity
prices, will continue to sap household purchasing power in H222, while a forecast slowdown
in Chinese growth to 3.6% in 2022 (from an estimated 8.1% in 2021) will weigh on demand
for SSA exports. Against this backdrop, we expect that SSA real GDP growth will slow from
an estimated 4.4% in 2021 to 3.3% in 2022.

Regional Growth To Recover Slightly In 2023
SSA - Real GDP Growth, %
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e/f = Fitch Solutions estimate/forecast. Source: National sources, UN, Fitch Solutions

We forecast that regional growth will then rise slightly to 3.7% in 2023, still below the
2010-19 average of 4.1%. As the rally in global commodity prices eases, we expect that
regional inflation will slow from an average of 18.0% in 2022 to 15.5% in 2023. While this will
reduce pressure on households somewhat, private consumption will remain weak due to the
lagged impact of higher prices and monetary tightening, particularly in countries such as
Ghana and South Africa, where central banks hiked interest rates aggressively in 2022. A
recovery in Chinese growth to a forecast 5.3% will provide tailwinds, but exports to developed
markets will remain muted as growth there slows further in 2023.

Anaemic Growth In South Africa

We expect that South African growth will remain muted over the coming quarters,
after slowing from 2.6% y-o-y (expenditure terms) in Q122 to 0.7% in Q222. While businesses
reported demand-driven increases in output and new orders over April-July, these rose at a
slower pace in August amid signs of weakening consumer demand. We expect this trend will
continue in H222 as elevated inflation and aggressive monetary tightening by the South
African Reserve Bank dampen consumer confidence, which has been particularly weak since
Q122 (see chart below). Moreover, softening demand in destination markets, particularly



China, will weigh on South Africa’s exports. We see real GDP expanding by just 0.1% on
average in q-o-q terms in H222, and we forecast weak annual real GDP growth of 1.7% in
2022.

South African Consumer Confidence Remains Low
South Africa - Consumer Confidence Index

Note: -100 indicates extreme lack of confidence, 0 neutrality and 100 extreme confidence. Source: Bureau of Economic
Research, Fitch Solutions

In 2023, we forecast that growth will barely rise, to 1.9%. We anticipate higher private
investment by telecom companies and in the power sector, following the July announcement
of emergency measures that significantly lower entry barriers for private power producers.
However, the lagging impact of higher prices and monetary tightening throughout 2022 will
cap household spending, while slowing growth in the US, the UK and Germany will weigh on
demand for exports, despite an anticipated recovery in China.

Weakening Outlook For Oil Producers

We forecast that Nigeria – SSA’s largest economy – will record tepid growth of 3.0% in
2022. This marks an upward revision from our previous projection of 2.4% on the back of
stronger-than-expected growth of 3.5% y-o-y in Q222, as the oil and gas sector acted less as
a drag on the economy. Indeed, the decline in crude production eased to 10.6% y-o-y in
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Q222, compared to a fall of 12.4% in Q122. That said, preliminary data for Q322 suggests that
this brief reprieve may have ended, with crude oil output falling by 14.8% y-o-y in July. The
outlook for Nigeria’s non-oil economy is also bleak for the remainder of 2022. Inflation
reached a 17-year high of 20.5% y-o-y in August, which will put downward pressure on
household purchasing power. Furthermore, August’s PMI reading moderated to 52.3, from
53.2 in July, suggesting that activity in the formal sector is slowing. At the same time, we
expect political risk to remain elevated ahead of the February 2023 presidential elections,
weighing on foreign investment.

Falling Oil Output To Weigh On Nigerian Economy
Nigeria - Crude Oil Production, mn bbl/d

Source: Macrobond, Central Bank of Nigeria, Fitch Solutions

Looking to 2023, we expect Nigerian growth will decelerate to 2.5% – down from our previous
projection of 3.2%. Whereas our Oil & Gas team previously projected that the decline of oil
production would slow to just 3.5% next year, they now forecast a steeper fall of 15.5%,
informed by a faster-than-expected contraction in upstream production.

Meanwhile, strong growth in Angola in 2022 is unlikely to last into 2023 as oil output
resumes a declining trend. Real GDP growth accelerated from 2.4% y-o-y in Q421 to 2.6% in
Q122 (latest available data), partly driven by an improvement in the oil sector. We expect that
growth will strengthen further over Q222-Q422, coming in at 3.5% in 2022, the fastest rate



since 2014. This will be on the back of more oil sector gains, as production ramp-ups in a
number of small-scale projects operated by Total and BP boost exports. We also see
tailwinds to household consumption in 2022. Indeed, while inflation is accelerating in most
regional peers, the strengthening of the kwanza is limiting import costs in Angola. We expect
that average annual inflation will slow from 25.7% in 2021 to 20.0% in 2022, easing pressure
on consumer purchasing power.

Angolan Oil Production To Resume Declining Trend In 2023
Angola - Crude Oil Output & Real GDP Growth

e/f = Fitch Solutions estimate/forecast. Source: National sources, UN, Fitch Solutions

While a further slowdown in inflation to 14.0% will support consumer spending in 2023, our
Oil & Gas team forecasts that oil production will decline by 3.5% as a result of chronic
underinvestment and oil fields running dry. We expect that this will cause real GDP growth to
ease to 1.8% in 2023.

Regional Outperformers Also Face Challenges

We forecast that Ghana’s real GDP will grow by just 2.6% in 2022, down from 5.4% in
2021. The sharp depreciation of the Ghanaian cedi – which lost 40.0% of its value against the
USD year-to-date – and elevated global commodity prices have caused inflation to rise to
33.9% y-o-y in August (see chart below), severely eroding purchasing power and corporate



profit margins. In attempts to cool inflationary pressures, the Bank of Ghana has hiked by 750
basis points YTD, which is negatively affecting private sector activity. Indeed, Ghana’s PMI fell
from 48.8 in July to 45.9 in August, pointing to rapidly deteriorating business conditions.

Rising Inflation To Curb Ghanaians' Purchasing Power
Ghana - Inflation, % y-o-y

Source: National sources, Macrobond, Fitch Solutions

Looking to 2023, we see growth picking up to 4.9%, although this remains below Ghana’s
10-year pre-pandemic average of 6.8%. Our forecast is predicated on the expectation that
the authorities will reach a deal with the IMF by end-2022. We believe that this will improve
investor sentiment and ease concerns around Ghana’s fiscal and external dynamics, allowing
the cedi to stabilise in 2023. Combined with lower global commodity prices, this will allow
price pressures to ease, supporting domestic demand. That said, fiscal consolidation and
tighter monetary conditions will cap economic growth.

While we expect relatively robust growth of 5.2% in Kenya in 2022 – broadly in line with
East and Central African growth of 5.1% – it will slow from 7.5% in 2021. Growth eased to
6.8% y-o-y in Q122, from 7.4% in Q421, and we see economic activity weakening further over
the rest of the year. Kenya’s heavy dependence on food and fuel imports has translated into
a rise in inflation from 5.1% y-o-y in February to 8.5% in August, and we forecast that price



growth will remain high over Q422, averaging 7.2% in 2022. This will continue to weigh on
consumer and business activity, as reflected in recent PMI readings, which have declined
sharply from 52.9 in February to 44.2 in August (see chart below).

Business Sentiment In Kenya Is Deteriorating
Kenya - Purchasing Managers' Index

Note: Readings above 50 signal improving business conditions. Source: S&P Global, Bloomberg, Fitch Solutions

On the upside, we have seen very limited social unrest following the Kenyan Supreme Court’s
decision to uphold William Ruto’s victory in the August 9 presidential election, which bodes
well for a recovery in economic activity from Q422. In 2023, we forecast that economic
growth will accelerate to 5.4%, buoyed by fading election-related uncertainty and easing
commodity prices, which will bolster consumer and business confidence. However, fiscal
consolidation efforts will focus on infrastructure spending, capping fixed investment and
overall economic growth.
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