_;QO | |
< I
REPUBLIC OF GHANA

The Budget Statement
and Economic Policy

of the Government of Ghana for the
2022 Financial Year

(LLLEETRTI
'

0 0OODDDEEEREEE B

AT ] ] | (o
[ E—— ] | ] ] |

Presented to
Parliament on Wednesday,
17t November 2021

By
Ken Ofori-Atta

Minister for Finance
Bu I Id : ng a SUSta I nable On the Authority of His Excellency
Entrepreneu rial Nation: Nana Addo Dankwa Akufo-Addo,

- . - President of The Republic of Ghana
Fiscal Consolidation and

Job Creation



§ FREEDOM U )
L FREES e 2LCE
VAND

REPUBLIC OF GHANA

THE BUDGET STATEMENT AND
ECONOMIC POLICY

of the Government of Ghana for the

2022 FINANCIAL YEAR

Presented to Parliament on Wednesday, 17" November 2021
By

Ken Ofori-Atta
Minister for Finance

THEME: Building a Sustainable Entrepreneurial Nation: Fiscal
Consolidation and Job Creation

on the Authority of
His Excellency Nana Addo Dankwa Akufo-Addo,
President of The Republic of Ghana

\| &
s
%, ot Y




To purchase copies of the Statement, please contact the Public Relations Office of the
Ministry

Ministry of Finance

Public Relations Office

New Building, Ground Floor, Rooms 001 and 003
P. O. Box MB 40

Accra — Ghana

The 2021 Budget Statement and Economic Policy of the Government of Ghana is
also available on the internet at: www.mofep.gov.gh

P =


http://www.mofep.gov.gh/

Table of Contents

LiSt Of TADIES usessnssnsssussssssssssnsssnssnssnssnssnssnsssssnssnssnssnnsnnssnssnssnssnssnssnssnnsnnsnnsnnsssn \"
LiSt Of FIQUIES suseausnsusnsssnsssnssnnssnsssnsssnssnnssnsssnsssnsssnsssnssnsssnsssnsssnssnnssnsssnsnsnsnnnsss vi
Acronyms and ADDreviatioNsS sasessssssssssssssssssssassassssasssssssassssassassssasnssnsnnsnnsnsnnsns i
INTRODUCTION saussasssasssassnsssnsssnsssnsssnssssssnsssnsssnsssnsssnssnsssnsssnsssnssnnssnnssnnssnnsnnnss 1
SECTION TWO: GLOBAL ECONOMIC DEVELOPMENTS AND OUTLOOK sasasasas 9
[T o0 8] o1 o3 €7 0111, 1 o 9
11 LA o TR 10
(@0 0010 0 T0T0 1§y = o =P 11
Mid —Year 2021 Macroeconomic Developments - ECOWAS Sub-Region.............. 12
SECTION THREE: MACROECONOMIC PERFORMANCE FOR JANUARY-

SEPTEMBER 2021 seussssssssssssasssssasasasasasasasasasasasassssssssssssssnsnsnsnsasasasasasasasasnnnnns 22
Overview of Macroeconomic PerfOrmMance ........ccovveuvireriinnierniesnnsrsssnssessennsenns 22
Real Sector DeVelOPMENTS .....c.iieriiriirires e srs s e s s e s s s ssrnnses 23
Data SOUICE: GSS, 2021 ..iuiuiieieiiiiirrurararereisrrarararsrrsrrararsrrrrsrararsrrasnsssararens 28
Monetary Sector DeVelOPMENTS .....uiieuiiiiirerrii i rr s s s s e e s s e s seanaes 28
Banking Sector DeVelOpMENTS ... ... s 30
External Sector DEeVEIOPMENLS ...vuieiiiiiiiieiiice e r s ea s e e na e 32
FiSCal DEVEIOPMENTS....ivuiieiiiirire i ra e 34
Public Debt Developments fOor 2021 ......covvieiiiiiiiiieiiee s e s en e eaes 41
Ghana Stock Exchange Performance for 2021 .......ccuovviiiieiniinniernniesnsenseenseeanes 45
Ghana Fixed Income Market Performance for 2021 .......cccccoviiiiiiiiiniiinnnniennsnneenens 46
Petroleum Receipts and Utilisation in 2021........ccoveeiieuiiiiieeiiennreieesseneseeessenseanes 47
SECTION FOUR: MEDIUM-TERM OBJECTIVES AND TARGETS sutasasasasasanananas 52
Government’s Medium-Term Vision and ODJECHIVES ........vvvviiireniernnierinirnnrerneeeanes 52
2022 and Medium-Term Overall MacroeconomiC TargetS......cvvverurirerrrnnrernnrrennns 54
2022 and Medium-Term Real Sector OULIOOK .......cuviuiiiiiiniiiiiiresrsse e eeaees 54
Overall GDP GIrOWLN ....iceiiiiiiiiieis e s s s e e s e r s e s ranseeas 54
2021 and Medium-Term Monetary and External Sector Outlook .........cccccvvvniennnen. 57
2022 AND MEDIUM-TERM FISCAL FRAMEWORK .....ccccviiiiiiiinerrnsersnn e enneneenns 57
Resource Mobilisation and Allocation FOr 2022........c.cvieeiiiinimnniinnsssssneennnes 61
Resource Mobilisation fOr 2022 .......ceiiiiiiiiiiiiiieiie s na e 61
2022 and Medium-Term Debt Management Strategy.....ccocevveiirenirrienirnninneenns 65
2022 Debt Sustainability Analysis and External Debt LimitS.......cccevivviiiniennnen. 65



Update on 2022 International Capital Market Funding Programme and

Sustainable DeVelOPMENT ... 66
Ghana Stock Exchange Outlook for 2022 .......cveeeiiiiiiiiiiniiiisice e ee e 67
Ghana Fixed Income Market (GFIM) Outlook for 2022.......ccccviveiiiinieninnninnneennns 68
2022 & Medium-Term Petroleum Receipts and Utilisation .........c.ccevvvviviiinniinnennnen. 68
SECTION FIVE: TRANSFORMING THE ECONOMY BEYOND COVID-19
PANDEMIC tuussassssssssssnsssnssnsssnsssnsssnssnsssnsssnssnnssnsssnsssnssnnssnnssnsssnsssnssnnssnnssnnssnnss 78
GhanaCARES “Obaatan Pa” Programme........c..ceviiuiiiminiininssn e 78
Local Production Of VACCINES.....uiiuiieiiiiiiirieiiisrs s sa s s s sss s ssassenssnnsnnsss 86
Addressing the Youth Employment and Skills Challenge ........ccocevvviiiviiiiiiiniinnnnn, 91
National Alternative Employment and Livelihood Programme in Mining Sector....... 94
Minerals Income Investment FUNd (MIIF)......ooiuiiiiiiiiniiiee s eeaes 95
Climate Action and Sustainable Transition to a Low Carbon ECONOMY ...........ceuuues 96
SECTION SIX: SECTORAL DEVELOPMENT AND OUTLOOK wiusasssasssasasasananas 103
AdMINISIrAtioN SECION ...ivuiiriiiiiirrs e s s s s e s rea s ransenas 103
T oto T To] 0 T[S oY X o 130
INFrASIIUCIUIE SECION ivuiiiiii i s r s r e e s e s e ees 159
Y003 = | IR =ox (o 179
PUblic Safety SECION .uuiivuiiiiiiiiir i 199
SECTION SEVEN: CONCLUSION ussassssssssssasssnssnnssnsssnsssnssnnssnsssnsssnsssnssnnssnns 213
APPENDICES tetetasasssassssnsssssnsnsssssssasasssasasssssssasassssssssssssnsnsssnsnsnsnsnsnsnsnsnsnsnss 216
APPENDIX 1A: REAL GDP GROWTH (PERCENT) AT CONSTANT 2013

o (O S 216
APPENDIX 1B: GDP AT CONSTANT 2013 PRICES BY ECONOMIC ACTIVITY
(] L L N R 217
APPENDIX 1C: GDP AT CURRENT MARKET PRICES BY ECONOMIC ACTIVITY
(] L L N TP 218
APPENDIX 2A: SUMMARY OF CENTRAL GOVERNMENT OPERATIONS -

/20 PP 219
APPENDIX 2B: ECONOMIC CLASSIFICATION OF CENTRAL GOV'T REVENUE -
1202 TP 221
APPENDIX 2C: ECONOMIC CLASSIFICATION OF CENTRAL GOV'T
EXPENDITURE - 2021 ..evuiiiitiiieeeiieeensserssssesssssssnssssssssssssssssssssssssssserssnsesnnnnns 222
APPENDIX 3A: SUMMARY OF CENTRAL GOVERNMENT OPERATIONS -

207 PP PPN 223
APPENDIX 3B: ECONOMIC CLASSIFICATION OF CENTRAL GOV'T REVENUE -
20022 ettt e e e e e e e e r e e e e e e a e e e e e e e e e ranearrnaraaes 225



APPENDIX 3C: ECONOMIC CLASSIFICATION OF CENTRAL GOV'T

EXPENDITURE — 2022....ccuiiuiieiiiiieiisiisiss s s s s snnseas 226
APPENDIX 4A: MDA EXPENDITURE ALLOCATION (GH¢) — 2022.........ccuuieeen 227
APPENDIX 4B: SUMMARY OF MDA EXPENDITURE ALLOCATION (GH¢) -
20022 i 240
APPENDIX 4C: SUMMARY OF MDA EXPENDITURE ALLOCATION (GH¢) -
0 246
APPENDIX 4D: SUMMARY OF MDA EXPENDITURE ALLOCATION (GH¢) -
0 248

APPENDIX 5: BREAKDOWN OF PROJECTED ABFA SPENDING (GH¢) — 2022 263
APPENDIX 6: COST OF GOVERNMENT FLAGSHIP PROGRAMMES (GH¢) —

71 .27 264
APPENDIX 7: MDA STAFF ESTABLISHMENTS AND COST (GH¢) — 2022......... 265
APPENDIX 8A: 2022 OHLGS & RCCs CEILINGS (OHLGS, GREATER ACCRA,
VOLTA, OTI, EASTERN AND CENTRAL RCCS) ..uvrereereresneressesssnssesssnssnsneses 266
APPENDIX 8B: 2022 MMDAs BUDGET CEILINGS — GREATER ACCRA

REGION 1vuvuvueeaeseeseesessssessssssesssssssssssssssssssssssssssssesassssasssssssssassnsassssessnsassnsesans 269
APPENDIX 9A: MONETARY INDICATORS (2019 - 2021)...0cvuivereeeeesesssessnseens 277
APPENDIX 9B: DEPOSIT MONEY BANKS CREDIT DEVELOPMENT ....cccoeev. 278
APPENDIX 9C: GHANA'S BALANCE OF PAYMENTS (2019-2021) «..cevvreeereenn. 279
APPENDIX 10A: PUBLIC DEBT TO GDP RATIO w..cvtevireieeeeesessssessssessssessssenns 281
APPENDIX 10B: NEW COMMITMENTS IN 2021 v.vuvvvreeereenessseesnesessssssesseseens 282
APPENDIX 10C: APPROVED LIST OF PROJECTS TO BE FINANCED FROM
EXTERNAL NON-CONCESSIONAL LOANS FOR 2022 ....covvurererrenernenesnenesnenenss 283
APPENDIX 10D: APPROVED LIST OF PROJECTS TO BE FUNDED FROM
CONCESSIONAL BORROWING SOURCES FOR 2022 - 2024......cuvererenereeens. 284
APPENDIX 10E: APPROVED LIST OF PUBLIC INVESTMENT PROJECTS FOR
THE MEDIUM TERM 1.cttutistnessenessesessssssssssssssssssssssssssssssssssssssssssssssssassessssees 285
APPENDIX 10F: ESG EXPENDITURE FRAMEWORK ....ccvteriteriserssessnsessssenns 286
APPENDIX 11A: 2021 NON-TAX REVENUE / INTERNALLY GENERATED FUNDS
(NTR/IGF) ACTUALS AND MEDIUM-TERM PROJECTIONS ....ccovverrirerreeerseenne, 290
APPENDIX 11B: 2021 NON-TAX REVENUE / INTERNALLY GENERATED FUNDS
(NTR/IGF) ACTUALS AND 2022 PROJECTIONS (GHE'000)......0vverrererrererseennnss 291
APPENDIX 11C: MEDIUM-TERM NON-TAX REVENUE / INTERNALLY
GENERATED FUNDS (NTR/IGF) PROJECTIONS (GHG'000) ..vuvuvenerrenerrenesnenenss 300
APPENDIX 11D: 2022 INTERNALLY GENERATED FUNDS RETENTION
(EXPENDITURE) BREAKDOWN BY MDAS ....cvuririinerrenerssnesssnsssssssssssssnssnseenes 308

APPENDIX 11D: 2022 INTERNALLY GENERATED FUNDS RETENTION
(EXPENDITURE) BREAKDOWN BY MDAS. ......iiiiiiiiiiiines e 312



APPENDIX 11E: 2023 INTERNALLY GENERATED FUNDS RETENTION

(EXPENDITURE) BREAKDOWN BY MDAS. ..ot s 314
APPENDIX 11F: 2024 INTERNALLY GENERATED FUNDS RETENTION
(EXPENDITURE) BREAKDOWN BY MDAS. ...t s 319
APPENDIX 11G: 2025 INTERNALLY GENERATED FUNDS RETENTION
(EXPENDITURE) BREAKDOWN BY MDAS. ..ottt s 323
APPENDIX 11G: 2025 INTERNALLY GENERATED FUNDS RETENTION
(EXPENDITURE) BREAKDOWN BY MDAS. ..ot 324
APPENDIX 12: STATUS OF UTILISATION OF 2021 COVID-19 BUDGET (GH¢ M)
JAN -SEPTEMBER 2021 .....iiuiiiiiiiiiiiiiesi s s 327

APPENDIX 13: GOVERNMENT MEASURES TO IMPLEMENT
RECOMMENDATIONS OF PARLIAMENT IN RESPECT OF THE REPORT OF THE
AUDITOR-GENERAL ...ttt 328



List of Tables

Table 1: ECOWAS Growth Rates (% AnNUAl) .....coceviieiiiiiiiiicec e e 12
Table 2: ECOWAS Consumer Price Inflation (annual averages).........cceoveurveniennsenn. 13
Table 3: ECOWAS Rationalized Convergence Criteria (June 2021) ....ccocevvvuiennnenn. 17
Table 4: GDP Growth in the Agriculture Sector and SUbSECtorS .......ccvevvvivrieiennnnn. 25
Table 5: GDP Growth in the Industry Sector and Subsectors.........ccovvivviniininiennn. 26
Table 6: GDP Growth in the Services Sector and SUbSECtors ........ccoveviiiviniienniennn. 27
Table 7: Summary of Fiscal Performance, January-September, 2021...............ce... 35
Table 8: Revenue Performance, January-September, 2021 ........ccovvvivviiiniiniiennnnn. 36
Table 9: Expenditure Performance, January-September, 2021 .......cccceevevievniennnnnn. 38
Table 10: Financing, January-SeptembDer........ccvieiviiniiinie e, 40
Table 11: Transaction DetailS ... e 43
Table 12: Ghana’s Current Credit Ratings ........ccoivviviiiiiiiniii e, 44
Table 13: Total Crude Oil Production (Jan-Sept 2021) in Barrels........ccooevvvieeniennn. 47
Table 14: Petroleum Receipts from Jan-Sept 2021 LiftiNgS.....ccvvvviviienniinniniiennenn. 47
Table 15: Petroleum Receipts from all Sources (Jan-Sept 2021).....cccevvvrniennnienns 48
Table 16: Analysis of Petroleum Receipts (USSMN) ......vvviiieiiiinniininiien e, 49
Table 17: Distribution of Petroleum Receipts Jan-Sept, 2021........ccoovevviinniennnienns. 50
Table 18: ABFA Utilization by Priority Area for Jan-Sep 2021 in GH¢ Mn) ............. 51
Table 19; Oil and Non-Oil GDP Growth Projection in Ghana, 2021-2025 (Percent) 55
Table 20: Summary of Central Government Fiscal Operations (2021-2025)........... 59
Table 21: Sources of Petroleum Revenue in 2022 & Medium-term.........cccovevuneennn. 69
Table 22: Revenue Distribution in the Medium-Term (GNPC & GOG) ........ccvuveenn. 69
Table 23: Regional Distribution of 1D1F Projects .......cccviveuriiniiennisnniinnsnnennns 144
Table 24: List of Towns and Communities Covered under the Asphaltic Overlay

Programme iN 2021 ....ceuiieiiiiiie e 166
Table 25: Ongoing ROAd PrOJECTS ....uiivuiiieiiiiiiriiiieeiers s res s s sra s e s e ra s eeaees 167
Table 26: Projects under the MPSA ... e 169
Table 27: Status of Fish Landing Sites under CONStruCtion .........cceveuvveirennirnnsennes 176
Table 28: COVID-19 Update as at 5th November, 2021 ........ccccceviveiniinniirnniennnns 194
Table 29: Summary of Vaccines Received, Feb- 8 Nov 2021:.........ccovviviniinninnnns 195



List of Figures

Figure 1: Real GDP Growth (Oil and NON-Oil) .....cvveiiiiiiiiniiiiiiiseiss e 24
Figure 2: GDP Growth in the Services Sector and SUDSECIOIS ......ccoviuvirrieniinninanns 28
Figure 3: Fiscal OUtlooK fOr 2021 ....ccuiiuiiiiiiiiiiiiiiiessese s ss s ss s s n s snanes 41
Figure 4: Public Debt Stock (in GHE Billion) .......vviieiiiiniiiniiiiisinsess s sessnsnane 42
Figure 5: Ghana Stock Exchange Equity Market ........c.cceviiiiiinniineinnenas 45
Figure 6: Volume Traded on the GFIM (Million).....ccuiiuiiiiiiiiiiiiinessee s e 46
Figure 7: Petroleum Receipts from all Sources (Jan-Sept 2021)......c..cevvvureenienninnnns 49
Figure 8: Sectoral Real GDP Growth, 2021-2025 (Percent)....ccccvveerennrrsenniennrnnnes 56
Figure 9: Sector Distribution of GDP, 2021-2025........ccoitiiiiimnniiinmenrinnsrsnnnsnsnnnss 56
Figure 10: Resource Mobilisation for 2022 (in GHC Million) .....c.vvevniiiniinnniinniennnnes 63
Figure 11: Resource Allocation for 2022 (in GHE Million) ......cvvvviieniiriniinnnnenienannes 64

Vi



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

1D1F
AASU
ABFA
ACCORD
ADC
ADR
Afawa
AfCFTA
AfDB

AFJ

AGI
AGOA
AITI-KACE

AML
AML/CFT
AML/TF&P
API
APR
ARAP
AU
AVAT
AWOS
BBU
BDR
BEB
BECE
BPA
BPO
BPPPR
BR
BRCs
CAPBuUSS
CARES
CBPP
Cccu
CDC
CDhuU
CDVTIS
CEC
CEMAC
CERT
CET
CEW!Is
Cfw
CHRAJ
Cll

Acronyms and Abbreviations

One-District-One-Factory

All Africa Students’ Union

Annual Budget Funding Amount

African Centre for the Constructive Resolution of Disputes
Accra Digital Centre

Alternative Dispute Resolution

Affirmative Finance Action for Women in Africa

African Continental Free Trade Area

African Development Bank

Aquaculture for Food and Jobs

Association of Ghana Industries

Africa Growth and Opportunities Act

Advance Information Technology Institute-Kofi Annan Centre of
Excellence

Anti-Money Laundering

Anti-Money Laundering/Combating the Financing of Terrorism
Against Money Laundering, Terrorist Financing and the Proliferation
Active Pharmaceutical Ingredients

Annual Progress Report

Anti-Corruption, Rule of Law and Accountability Programmes
Africa Union

African Vaccine Acquisition Trust

Automatic Weather Observatory System

Bed Bureau Unit

Births and Deaths Registry

Battery Electric Buses

Basic Education Certificate Examinations

Bui Power Authority

Business Process Outsourcing

Base Pay and Pay-Point Relativity

Benchmark Revenue

Business Resource Centres

Coronavirus Alleviation Programme Business Support Scheme
COVID-19 Alleviation and Revitalisation of Enterprises Support
Contagious Bovine Pleuropneumonia

CARES Coordinating Unit

Centre for Disease Control

CARES Delivery Units

Community Development Vocational and Technical skills
Civic Education Club

Central African Economic and Monetary Community
Computer Emergency Response Teams

Common External Tariff

Certified Electrical Wiring Inspectors

Cash for Work

Commission on Human Rights and Administrative Justice
Critical Information Infrastructure




Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

CIM
CMS

CODAPEC

CPCs
CPEIR
CPI
CRA
CRC
CRIP
CRM
CRTs
CSA
CSIR
CSOs
CSPG
CTVET
DACF
DBG
DCACT
DCDs
DCEs
DCRA
DEI
DICCES
dLRev
DPAT
DSA
DSDP
DSPCs
DTT
DVIP
DVLA
DWT
DWTCTP
EC
ECOWAS
EIB
EOCO
EPA
EPC
ESLA
ETLS
EU
EUA
FAQs
FAW
FBOs
FDA
FDI

Cylinder Investment Margin

Cocoa Management System

Control of Pests and Diseases through the Cocoa Pest and Disease
Control

Claims Processing Centres

Climate Public Expenditure Institutional Review
Consumer Price Index

Climate Resilient Agricultural

Convention on the Right of the Child

Cocoa Roads Improvement Programme

Cylinder Recirculation Model

Cathode-Ray Tubes

Cyber Security Authority

Council for Scientific and Industrial Research

Civil Society Organisations

Cross Sectoral Planning Groups

Commission for Technical and Vocational Education and Training
District Assembly Common Fund
Development Bank Ghana

District Centre for Agriculture, Commerce and Technology
District Coordinating Directors

District Chief Executives

Domestic Credit Rating Agency

Drive Electric Initiative

Department of Integrated Community Centres for Employable Skills
District Level Revenue

District Assemblies Performance Assessment Tool
Debt Sustainability Analysis

Debt Swap for Development Programme

District Spatial Planning Committees

Digital Terrestrial Transmission

Domestic Violence Information Portal

Driver and Vehicle Licensing Authority

Deepwater Tano

Deepwater Tano Cape Three Points

Electoral Commission

Economic Community of West Africa States
European Investment Bank

Economic and Organised Crime Office
Environmental Protection Agency

Engineering, Procurement and Construction
Energy Sector Levies & Accounts

ECOWAS Trade Liberalisation Scheme

European Union

Emergency Use Authorisation

Frequently Asked Questions

Fall Army Worm

Faith-Based Organisations

Food and Drugs Authority

Foreign Direct Investment




Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

FGM
FIC
FINTECH
Fls
FLEGT
FOB
FPU
FWSC
GACORP
GAEC
GAMA
GARID
GASSLIP

GAT
GBDC
GCF
GCX
GDI
GDP
GEA
GES
GETFUND
GFIM
GFZA
GHANEPS
GHF
GHG
GhLA
GhLIB
GHS
GIADEC
GIFMIS
GIIF
GIISDEC
GlJ

GIL
GIPC
GIPO
GIRSAL
GIS
GKMA
GMO
GMP
GNPC
GNPPO
GNT
GODI
GPFs
GPS

Female Genital Mutilation

Financial Intelligence Centre

Financial Technology

Financial Institutions

Forest Law Enforcement Governance and Trade
Forward Operating Base

Formed Police Units

Fair Wages and Salaries Commission

Ghana Asset Corporation

Ghana Atomic Energy Commission

Greater Accra Metropolitan Area

Greater Accra Resilient and Integrated Development
Greater Accra Sustainable Sanitation and Livelihoods Improvement
Project

Ghana Amalgamated Trust

Ghana Book Development Council

Green Climate Fund

Ghana Commodity Exchange

Government Digitalization Initiative

Gross Domestic Production

Ghana Enterprises Agency

Ghana Education Service

Ghana Education Trust Fund

Ghana Fixed Income Market

Ghana Free Zone Authority

Ghana Electronic Procurement System

Ghana Heritage Fund

Green House Gas

Ghana Library Authority

Ghana Agricultural Land Information Bank

Ghana Health Service

Ghana Integrated Aluminum Development Corporation
Ghana Integrated Financial Management System
Ghana Infrastructure Investment Fund

Ghana Integrated Iron and Steel Development Corporation
Ghana Institute of Journalism

Ghana Institute of Languages

Ghana Investment Promotion Centre

Ghana Intellectual Property Office

Ghana Incentive-Based Risk Sharing System for Agricultural Lending
Ghana Immigration Service

Greater Kumasi Metropolitan Area

Genetically Modified Organism

Good Manufacturing Practices

Ghana National Petroleum Corporation

Ghana Nuclear Power Programme Organisation
Government Negotiation Team

Ghana Open Data Initiative

Ghana Petroleum Funds

Ghana Police Service




Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

GPSNP
GRA
GrEEn
GRI
GSA
GSCSP
GSE
GSF
GSFP
GSLERP
GSS
GTA
GTEC
GTVP
HeFRA
HNWIs
HoDs
HOTCATT
HRMIS
HRMPF&M
HS
HSMTDP
IAA
IAEA
Al
IBES
IBP
ICAO
ICCO
ICE
ICM
ICT
IFSC
IGF
IMCIM
IMF
IMS
IPEP
IPPD2
IPPs
IPSAS
IRS
ISO
ISS
iTaPS
ITMOs
KG
LEAF
LEAP
LEAs

Ghana Productive Safety Net Project

Ghana Revenue Authority

Green Employment and Enterprise Opportunities
Global Reporting Initiative

Ghana Standards Authority

Ghana Secondary Cities Support Programme
Ghana Stock Exchange

Ghana Stabilisation Fund

Ghana School Feeding Programme

Ghana Shea Landscape Emission Reduction Project
Ghana Statistical Service

Ghana Tourism Authority

Ghana Tertiary Education Commission

Ghana TVET Voucher Project

Health Facilities Regulatory Agency
High-Net-Worth-Individuals

Heads of Departments

Hotel, Catering and Tourism Training Institute
Human Resource Management Information System
Human Resource Management Policy Framework and Manual
Harmonised System

Health Sector Medium-Term Development Plan
Internal Audit Agency

International Atomic Energy Agency

Integrated Aluminium Industry

Integrated Business Establishment Survey
Integrated Bank of Projects

International Civil Aviation Organisation
International Cocoa Organization

Inter- Continental Exchange

International Capital Market

Information and Communication Technology
International Financial Services Centre

Internally Generated Fund

Inter-Ministerial Committee on lllegal Mining
International Monetary Fund

Integrated Management System

Infrastructure for Poverty Eradication

Integrated Personnel and Payroll Database
Independent Power Producers

International Public Sector Accounting Standards
Interest Rate Subsidy

International Organisation for Standardisation
Integrated Social Services

Integrated Tax Application and Preparation System
Internationally Transferred Mitigation Outcomes
Kindergartens

Lowering Emissions by Accelerating Forest Finance
Livelihood Empowerment against Poverty

Law Enforcement Agencies



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

LID
LMS
LNG
LoC
LoCAL
LOI
LPG4D
LPG4H
LUSPA
M&Ds
M2+
MAG
MASLOC
MBS
MDAs
MDPI
MESTI
MiDA
MIIF
MMDAs
MMscf
MNOs
MoCD
MoFA
MoH
MoRH
MoT
MoTAC
MoTI
MPSA
MPC
MPE
MRE
MtCO2e
MTNDPF
MTS
MTTD
NABCo
NACAP
NADMO
NAELP
NAFTI
NAP
NBA
NBSSI
NCA
NCCE
NCDs
NCEP
NDC

Living Income Differential

Learning Management System

Liquefied Natural Gas

Lines of Credit

Local Climate Adaptive Living Facility

Letter of Intent

LPG for Development

LPG for Household Module

Land Use and Spatial Planning Authority
Ministries and Departments

Broad Money supply

Modernising Agriculture in Ghana
Microfinance and Small Loans Centre
Mortgage-Backed Securities

Ministries, Departments and Agencies
Management Development and Productivity Institute
Ministry of Environment, Science, Technology & Innovation
Millennium Development Authority

Minerals Income Investment Fund
Metropolitan Municipal and District Assemblies
Million Standards Cubic Feet

Mobile Network Operators

Ministry of Communications and Digitalisation
Ministry of Food & Agriculture
Ministry of Health

Ministry of Roads and Highways
Ministry of Transport

Ministry of Tourism, Arts and Culture

Ministry of Trade and Industry

Master Project Support Agreement

Monetary Policy Committee

Ministry of Public Enterprises

Mineral Resource Estimate

Million tons of Co2 emissions

Current Medium-Term National Development Policy Framework
Modified Taungya System

Motor Traffic and Transport Department
Nation Builders Corps

National Anti-Corruption Action Plan

National Disaster Management Organisation
National Alternative Employment and Livelihood Programme
National Film and Television Institute

National Afforestation Programme

National Biosafety Authority

National Board for Small Scale Industries
National Communications Authority

National Commission for Civic Education
Non-Communicable Diseases

National Clean Energy Access Programme
Nationally Determined Contribution

“ i



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

NDM National Development Monitor

NDPAS National Digital Property Addressing System
NDPC National Development Planning Commission
NEDS National Export Development Strategy

NEIP National Entrepreneurship and Innovation Programme
NFA Net Foreign Assets

NHF National Housing Fund

NHIA National Health Insurance Authority

NHIL National Health Insurance Levy

NIR National Identity Register

NISP National Identification Systems and Project
NITA National Information Technology Agency

NLMP National Labour Migration Policy

NMC National Media Commission

NOC National Oil Company

NPA National Plan of Action

NPC National Peace Council

NPRA National Pensions Regulatory Authority

NPSRS National Public Sector Reforms Strategy

NSS National Service Scheme

NTDSWP National Tourism Destination Single Window platform
NTVETQF National TVET Qualification Framework

NUIS National Unemployment Insurance Scheme
NVDP National Vaccination and Deployment Plan
NYA National Youth Authority

OACPS Organisation of African, Caribbean and Pacific States
OASL Office of the Administrator of Stool Lands
OHCS Office of the Head of Civil Service

OHLGS Office of the Head of Local Government Service
OICG Opportunities Industrialisation Centres-Ghana
OPEC Organisation of the Petroleum Exporting Countries
ORF Onshore Receiving Facility

OSP Office of the Special Prosecutor

OoTC Offshore Technology Conference

PAC Passport Application Centres

PBB Programme Based Budget

PEAs Private Employment Agencies

PEC Public Education Campaigns

PEPs Productivity Enhancement Programmes

PERD Planting for Export and Rural Development
PFls Participating Financial Institutions

PFJ Planting for Food and Jobs

PFM Public Financial Management

PFPS Presidential Film Pitch Series

PHC Population and Housing Census

PHDC Petroleum Hub Development Corporation

PIAC Public Interest and Accountability Committee
PIP Public Investment Plan

PPAs Power Purchase Agreements

PPP Public Private Partnerships

Vi




Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

PRAAD
PRMA
PSC
PSIP
PSOs
PSOSP
PSP
PSRRP
PV
PWDs
RACE
RCCs
RCSTWSP
REIT’s
RF
RFI
RHML
RING
ROA
ROE
RSPCs
RTI
SAGE
SAPIP
SCORE
SDGs
SDRs
SDWT
SEA
SEZ
SEZs
SGBV
SGN
SHCL
SIGA
SIP
SIREC
SMEs
SOEs
SPV
SSA
SSNIT
STEM
STEP
STR
TA
TDCL
TEN
TVET
TWG

Public Records and Archives Administration Department
Petroleum Revenue Management Act

Public Services Commission

Public Sector Integrity Programme

Public Service Organisations

Parliamentary Service Office Support Project
Private Sector Participation

Public Sector Reform for Results Project
Photovoltaic Systems

Persons With Disability

Revenue Assurance, Compliance and Enforcement
Regional Coordinating Councils

Rural Communities and Small Towns Water Supply Project
Real Estate Investment Trust’s

Radio Frequency

Request for Information

Recommended Herbal Medicines List
Resilience in Northern Ghana

Return on Assets

Return on Equity

Regional and Spatial Planning Committees

Right to Information

Strategic Advisory Group of Experts

Savannah Zone Agricultural Productivity Improvement Project
Sustaining Competitive and Responsible Enterprises
Sustainable Development Goals

Special Drawing Right

South Deepwater Tano

Strategic Environmental Assessment

Special Economic Zones

Special Economic Zones

Sexual and Gender-Based Violence
Sankofa-Gye-Nyame

State Housing Company Limited

State Interests and Governance Authority
Savannah Improvement Programme

Soil Irrigation and Research Centre

Small and Medium Scale Enterprises

State-Owned Enterprises

Special Purpose Vehicle

Sub-Saharan Africa

Social Security and National Insurance Trust
Science, Technology, Engineering and Mathematics
Skills Towards Employment and Productivity
Suspicious Transaction Reporting

Technical Assistance

Tema Development Company Limited
Tweneboa-Enyenra-Ntomme

Technical and Vocational Education and Training
Technical Working Group



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

UHC Universal Health Coverage

UMAC University of Media Arts and Communication
UNCRPD United Nations Convention on the Rights of Persons with Disability
VALCO Volta Aluminum Company

VAT Value Added Tax

VCTF Venture Capital Trust Fund

VFEM Value for Money

VNR Voluntary National Review

WACCI West Africa Centre for Crop Improvement
WAEMU West African Economic and Monetary Union
WAGP West African Gas Pipeline

WASIP Water Supply Improvement Project

WCTP West Cape Three Points

WEO World Economic Outlook

WHO World Health Organisation

WMO World Meteorological Organisation

WSHRS Workplace Safety and Health Response Strategy
YAES Youth Agric Enterprise Support

YEA Youth Employment Agency

YRCs Youth Resource Centres

viii




Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

INTRODUCTION

Right Honourable Speaker, Honourable Members of Parliament, on the authority
of His Excellency, The President Nana Addo Dankwa Akufo-Addo, I beg to move
that this august House approves the Financial Policy of the Government of Ghana
for the year ending 315t December, 2022.

On the authority of H.E. The President, and in accordance with Articles 179 and
180 of the 1992 Constitution, I present to this House, the Budget of The President
of the Republic of Ghana for the 2022 Financial Year.

I also submit to this House the following statutory reports:

e The 2021 Annual Report on the Petroleum Funds, in accordance with Section
48 of the Petroleum Revenue Management Act, 2011 (Act 815), (as
amended); and

e The 2021 Report on the Utilisation of the African Union Levies in accordance
with Section 7 of the African Union Import Levies Act, 2017 (Act 952).

Mr. Speaker, almost two years ago, Ghana confirmed its first case of COVID-19.
Since then, efforts to contain the virus and its impact on our lives have dominated
the actions of Governments — not only here in Ghana, but across the globe. The
COVID-19 pandemic, which swept through the world, has upended and exposed
the weaknesses in some of the critical structures and systems in education,
health, economic life, communities and everyday family life.

The pandemic triggered a sharp and heavy disruption in global supply chains as
lockdowns and restrictions led to reductions in demand and production levels.
The pick-up in demand for goods this year has also created a new inflationary
challenge with the continuous rise in the cost of shipping. The price for ocean
freight has shot up with the average price for a container some 250 percent
higher than a year ago.

Mr. Speaker, the spiraling costs of shipping have hit businesses hard, particularly
small and medium scale enterprises. SMEs have had to struggle with the
economic fallout from the pandemic and furthermore they are now being forced
to cope with the rising cost of shipping. This is making the lives of traders and
consumers very difficult.

The hardship Ghanaians have experienced due to COVID-19 is not lost on the
Government. We have been there with the people, playing the difficult but
necessary balancing act of managing an economy put under extreme distress by
the pandemic and, at the same time, supporting households and businesses to
cope.
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We empathise with:

o families who lost loved ones during the pandemic;

. private school teachers who lost income for 12 months;

o business owners who lost earnings;

o the thousands of hospitality and tourism sector workers who were laid
off;

. the slump in businesses built around our traditional and other social
events;

o the jobless young people whose strenuous efforts to find work have been
further compromised by the pandemic; and

. the impact on our mental health and wellbeing which has also been
profound.

Mr. Speaker, we had to address both the immediate as well as persisting health
and economic impacts of the pandemic. Our response was bold, decisive and
compassionate, but also costly. As a responsible Government, we have had no
choice but to implement critical interventions to save lives and jobs, including
feeding nearly 2.8 million people with hot meals and a further 470,000 families
with dry food packages.

To mitigate the health impact of the pandemic, Government also employed
additional 38,000 nurses. Tax exemptions worth GH¢36.8 million were also
granted to our frontline staff while 10.1 million and 4.78 million households were
provided with free water and electricity, respectively.

Mr. Speaker, to facilitate the mass reopening of schools, Government provided
11 million students and staff with essential supplies such as face masks, paper
towels, liquid soap, and hand sanitisers, all at great cost. Cooked meals were also
provided to final year JHS Students in both public and private schools.

Mr. Speaker, these have been very costly but necessary. We knew that the cost
of doing nothing and disrupting the education of our children for an entire
academic year would have been even greater.

Mr. Speaker, I am proud to announce that not a single Ghanaian public sector
worker was laid off as a result of the pandemic. We paid them monthly with
regularity and we are grateful to the Unions for their cooperation.

Under the Coronavirus Alleviation Programme Business Support Scheme
(CAPBuUSS), Ghana Enterprises Agency provided 302,001 successful applicants,
across various sectors and regions, with loans amounting to GH¢523.11 million.

Mr. Speaker, we also ensured prompt payment of our obligations to contractors
and provided payroll support to some State-owned Enterprises to guarantee jobs.
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Our President led and acted, decisively and intelligently, and his leadership paved
the way for many other countries in Africa and beyond.

Mr. Speaker, let me assure the House that we are working hard to get back
quickly to the pre-pandemic fiscal and debt trajectory. The fiscal policies
implemented to provide relief during the pandemic have led to an increase in
total public debt. The situation was made worse by the big drop in revenue
collections last year resulting from the pandemic. Total revenues in 2020 fell by
GH¢11.93 billion, equivalent to 3.1 percent of GDP, while total expenditures
increased by GH¢14.08 billion, equivalent to 3.7 percent of GDP.

As a result, a budget deficit of 11.7 percent of GDP was recorded against a target
of 4.7 percent of GDP. The pandemic accounted for 58 percent of this deficit
(equivalent to 6.8 percent of GDP).

Including the financial sector and energy sector related expenditures, the budget
deficit was 15.0 percent of GDP. GDP growth also dropped to 0.4 percent,
compared to a projected growth rate of 6.8 percent before the pandemic. This
growth, however, compares favourably with the sub-Saharan African average of
negative 1.7 percent.

Mr. Speaker, we are under no illusions as to the economic challenges facing our
country today. How to ease the sufferings of Ghanaians, transform the economy
to create jobs and share the expected wealth across all households, are what
keeps the President awake at night. How to broaden the revenue base, keep a
grip on expenditure, protect the public purse and at the same time build with
urgency the needed infrastructure, pay the bills and stimulate economic activity
are the orders he has given to us, his Ministers and other appointees, to carry
out over the next three years.

Mr. Speaker, we know we can get the job done. It is well-known that prior to the
pandemic, we had stabilised and turned around the economy between January
2017 and March 2020. We had reversed the worrying economic trend we
inherited and placed the country on a path of fiscal sustainability and growth. We
almost doubled the economic growth rate from 3.4 percent to 6.5 percent
during that period. It is undisputed that:

o We brought down the fiscal deficit below the 5 percent threshold;

. We improved our gross international reserves from US$4.9 billion (2.8
months of imports) to US$9.9 billion (4.7 months of imports);

. We provided free SHS for 1.2 million Ghanaian students;

o We provided free hot meals for 3.4 million pupils in basic schools;

. We supported 1.9 million farmers with improved seedlings and fertilizers

through our Planting for Food and Jobs programme;
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o We provided temporary employment to 100,000 of our young people
through the NABCo programme;

o We abolished several nuisance taxes; and

o We set the nation on its biggest private sector-owned industrialisation
programme in the history of Ghana with the 1D1F programme; and

o We registered the biggest foreign exchange earnings from tourists during

our historic 2019 Year of Return programme.

By March, 2020 our first quarter macro-fiscal indicators reflected the turnaround
we had accomplished over the three and a half years. Indeed, we had just
experienced an oversubscription of our US$3.0 billion bond issuance on the
International Capital Market as a result of strong investor confidence. The
transaction comprised US$525 million for a 4-Year Zero Coupon, US$1 billion for
7-year tenor priced at 7.75 percent, US$1 billion for a 12-year at 8.625 percent
and US$500 million for 20-year tenor with a coupon of 8.875 percent.

Mr. Speaker, then COVID struck! And the health and economic impacts have been
devastating.

The focus of the 2021 Budget Statement and Economic Policy presented on 12t
March, 2021 was anchored on debt sustainability and consolidation while
providing some fiscal stimulus. We set out to complete ongoing programmes and
projects, consolidate the gains from the recovery efforts and continue our agenda
towards the revitalization and transformation of the economy.

Today, 17" November, 2021, I am here, on behalf of H.E. The President to
provide this House with an update on progress made towards post-pandemic
economic recovery following the confidence Ghanaians reposed in him with a
renewed mandate on 7t December, 2020.

Mr. Speaker, the pandemic has reminded us of the urgent need to chart a new
path of disciplined self-reliance to transform our lives. We need to raise more
domestic resources to develop our country and support our youth to realise their
potential to innovate and find solutions to address our needs.

Mr. Speaker, the Ghana Statistical Service has completed the preliminary report
on the 2021 Population and Housing Census. The Census provided critical
information that will inform the effective planning and implementation of
Government policies. However, the data presented also shows some trends that
need to be addressed to build a more equitable society.

The Census results put Ghana’s population figure at 30.8 million and of this
number, 42.8 percent constitutes the adult population above 18 years while 58.2
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percent constitutes the population below 18 years. Interestingly, out of the total
population of 30.8 million:

o only 2,364,348 persons (less than 10 percent of the total population) are
registered as tax payers as at August 2021;
o only 1,643,839 persons (about 5 percent of the total population) are

captured by SSNIT as active contributors to Tier 1 pensions and
2,107,322 (less than 10 percent of the total population) as active
contributors to Tier 2 as at June 2021;

o only 45,109 entities are registered as corporate taxpayers while 54,364
persons are registered as self-employed taxpayers at the Ghana Revenue
Authority; and

o only 136,198 entities are registered businesses at the Registrar-General’s
Department as at August 2021 of which 80 percent are classified as self-
employed.

Mr. Speaker, compared to our peers within the middle-income bracket, these
statistics are a poor reflection on us and we need to change the narrative. We
must urgently work together to simplify our processes to ensure that the millions
of our fellow Ghanaians both in the informal and formal sectors contribute their
quota towards our transformation agenda.

Mr. Speaker, the need for solutions has become even more heightened when we
observe that every year, over 100,000 young people graduate from our tertiary
institutions onto the job market. We have also witnessed the depressingly long
queues for jobs in the public sector.

Mr. Speaker, over the past 15 years, successive Governments have endeavoured
to implement various employment schemes to partially address the
unemployment situation in the country. In 2006, Former President J. A. Kufuor
initiated the Youth Employment scheme which provided meaningful employment
avenues to many of our youth. Since then, we have implemented a number of
such schemes with the current ones being:

e Nation Builders Corps (NABCo — 100,000 youth covered);

¢ Youth Employment Agency (YEA — 80,538 beneficiaries);

¢ National Afforestation Programme (44,682 youth engaged); and

¢ National Alternative Employment and Livelihood Programme (NAELP).

In addition, Government has employed almost 300,000 onto the public payroll
since 2017 in key essential services sectors. In 2021 alone, financial clearance
totalling 72,825 has been granted. Government will selectively continue to
employ the needed manpower within the public sector to boost productivity.

Mr. Speaker, while these efforts have helped to close the manpower gaps, we
continue to have a huge number of our young people who are without jobs and
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the requisite competencies. It is expected that 6 million young people will join
the labour force by 2024 while 9 million jobs in Ghana will require digital skills by
2030.

Mr. Speaker, clearly, we need a more sustainable strategy. It is obvious that we
have to review the curriculum in our universities and other tertiary institutions.
We will need to train 50 percent of our graduates to acquire the needed skills
required for the job market in future. For those who are out of school, we will
provide them with opportunities to gain the needed skills for employment or start
a business. The "future begins with our youth", meaning, the surest way for each
of us to be "self-sufficient”, comes not from "waiting for a job" but rather by
encouraging ourselves to apply our creativity and skills towards manifesting
opportunities across various fields.

Mr. Speaker, this Budget outlines our plan to sustain the recovery efforts from
the socio-economic impact of the pandemic and get us quickly back to our pre-
pandemic growth trajectory and a sustainable debt path. It also outlines the
strategies to address one of the major problems of our time, which is youth
unemployment. Furthermore, it outlines Government's efforts at improving the
quality of living standards while ensuring peace and security.

Mr. Speaker, a new Medium-Term National Development Policy Framework
(2022-2025), has been prepared as a successor to the current Medium-Term
National Development Policy Framework (MTNDPF) — An Agenda for Jobs:
Creating Prosperity and Equal Opportunity for All (2018-2021), to provide the
overall framework for medium-term economic recovery and transformation for
the country.

More specifically, Government prepared the Ghana COVID-19 Alleviation and
Revitalisation of Enterprises Support (GhanaCARES “Obaatan Pa”) Programme as
a direct response to the COVID-19 pandemic to revitalise and transform the
economy to enable us “build forward better”. Government will continue to support
the productive sectors of the economy, as well as the vulnerable through the
implementation of the “Obaatan Pa” Programme, Government’s key flagship
interventions, and targeted social intervention programmes. The protection of
lives and livelihoods is still of the highest priority as we recover from the
pandemic.

Against this background, this Budget is anchored on the following broad

macroeconomic objectives for the medium-term:

. Ensuring restoration and sustained macroeconomic stability with a focus
on debt sustainability;
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. Maintaining a good balance between the implementation of the
revitalisation and transformation programme and fiscal consolidation to
promote growth within a stable macroeconomic environment;

o Providing a supportive private sector environment (including promoting
entrepreneurship) for domestic businesses and for Foreign Direct
Investment (FDI) to thrive;

o Building a robust financial sector to support growth and development;
and
o Deepening structural reforms to make the machinery of Government

work more efficiently and effectively to support socio-economic
transformation. In particular, implementing reforms to increase revenue
mobilisation and the efficiency of public expenditure.

Mr. Speaker, the YouStart initiative was originally announced as YouBanc in my
special message to the youth in the 2021 Mid-Year Review. This initiative forms
part of the “Obaatan Pa” programme launched in November 2020 to spearhead
our revitalisation and recovery from the pandemic.

Under the “Obaatan Pa” programme, we expect a fully operational Development
Bank Ghana (DBG) by end-December 2021. The DBG will ease the constraints of
long-term financing at competitive rates for entrepreneurs to propel economic
growth, create jobs, and expand the domestic revenue base.

With the recent restructuring of the financial sector, the financial ecosystem has
been repositioned with significant depth and scope to extend the needed support
to businesses. That is how we are transforming the financial architecture and
landscape to drive a new age of entrepreneurship, job creation and wealth
building.

Mr. Speaker, this rich tapestry of coordinated support is meant to ignite and
unleash the innovative and entrepreneurial spirit of our young people. It is to
mark a conscious departure from job seeking towards job creation and job
ownership. We are nurturing a self-confident and business savvy generation
which leverages the AfCFTA for economic transformation. With the anticipated
multiplier effect of YouStart, we will become an entrepreneurial nation with a
great army of curious, competent and compassionate actors empowered to
conquer opportunities at home and beyond.

Mr. Speaker, we will also support other targeted and youth employment focused
interventions such as the Community Improvement Initiative and the National
Alternative Employment and Livelihood Programme (NAELP) which was launched
by the President on 25™ October, 2021. Through the NAELP, we will protect the
environment and our water bodies from illegal mining activities by providing



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

44,

45.

46.

47.

alternatives such as support and skills training for small-scale illegal miners and
other people affected by illegal mining.

This programme will help conserve our natural environment now and for future
generations. It will also support efforts to leverage the natural environment as
an asset to access climate finance for programmes at both the local and central
levels of Government. Through our programmes to revitalise the economy, we
will prioritise and finance innovations that optimise our climate advantage and
drive our adoption of renewable energy technologies.

Mr. Speaker, we will continue to work with Parliament as a partner for
development to make this endeavour a success. This Budget is about changing
mindsets. We will consolidate our gains, boost revenue mobilisation, keep Ghana
on the cutting edge of digital advancement, and build an entrepreneurial nation.

Towards that effort, the theme for this budget is "Building a sustainable
entrepreneurial nation: Fiscal Consolidation and Job creation”. A key
focus of the 2022 budget is fiscal consolidation to enhance debt and fiscal
sustainability as we implement our economic revitalisation and transformation
programme post COVID-19 to save more lives from the COVID-19 pandemic and
better the lives of Ghanaians. It is for this reason that Government is proposing
for the consideration and approval of Parliament the revenue enhancing and
expenditure rationalisation measures in this budget. In deed the approval and
implementation of the measures will lead to significant fiscal adjustment from a
projected fiscal deficit (including Energy IPP Payments and Finsec Clean-up cost)
of 12.1% of GDP in 2021 to 7.4% in 2022, representing an adjustment of 4.7
percentage points in just one year. Mr. Speaker not only are we significantly
bringing the fiscal deficit down, we are posting a primary surplus of 0.1% of
GDP in 2022 from a negative primary balance of 4.7% in 2021.

Mr. Speaker, I now proceed to give details of the 2021 budget performance for
the first nine months of the year and the 2022-2025 medium-term budget
proposals. Mr. Speaker these measures will no doubt slow down debt
accumulation and will put the debt to GDP ratio on a declining path.

The sections will focus on the:

o Global economic developments and outlook;

Macroeconomic performance;

Medium-term objectives and targets;

Transforming the economy beyond COVID-19 pandemic; and

Sectoral performance and outlook.
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SECTION TWO: GLOBAL ECONOMIC
DEVELOPMENTS AND OUTLOOK

Economic Growth

Mr. Speaker, the Covid-19 pandemic—with its associated health and economic
risks, fuelled by the new Delta variant—continues to weaken the global recovery
momentum. Information from the Worldodometer COVID-19 Dashboard
indicates that the global death toll from the pandemic has surpassed the 5
million—specifically 5,126,659 as at 17:42 GMT, 16" November, 2021.

Mr. Speaker, data from the IMF's October 2021 World Economic Outlook (WEO)
indicate that the global economy is estimated to grow at 5.9 percent in 2021.
Although this is a 0.1 percentage point lower compared to the July 2021 WEO
update, it is still a significant improvement over the 3.1 percent contraction
recorded in 2020. However, the global economic growth forecast for 2022
remains unchanged at 4.9 percent from the July 2021 projection.

Mr. Speaker, the 2021 global growth projection reflects an expected increase in
vaccine rollout powered by economic activity and stronger financial conditions
from advanced economies. So far, according to the WHO, almost 7.2 billion doses
of COVID-19 vaccines have been rolled out globally as at 11 November, 2021.

Mr. Speaker, the growth prospects, however, remain varied across regional blocs
and differ significantly between countries and across sectors, reflecting the
different pace of vaccinations and removal of COVID-19 restrictions. While
advanced economies have achieved 60 percent full vaccination of their
population, only 4 percent of the population in low-income countries have been
vaccinated. The continued spread of the Delta variant, amid stalled vaccination
efforts across emerging market and developing economies, would additionally
continue to heighten uncertainty about the global growth outlook, especially in
those countries.

Mr. Speaker, growth in advanced economies is projected at 5.2 percent in 2021,
up from the 4.5 percent contraction experienced in 2020. In the United States,
growth is expected to hit 6.0 percent in 2021, reflecting the impact of a new
infrastructure bill and a social spending budget equivalent to USD$4 trillion over
a 10-year period. Similarly, growth rates in the Euro Area and Japan are expected
to pick up to 5.0 percent and 2.4 percent, respectively in 2021, reflecting robust
recovery powered by the continuous and increasing access to vaccines.

Mr. Speaker, economic performance in emerging markets and developing
economies is forecasted to increase from the 2.1 percent contraction in 2020 to
6.4 percent growth in 2021, before moderating slightly to 5.1 percent in 2022.
Much of this growth is underpinned by improved activity for commodity exporters

9
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(in Latin America and the Caribbean, Middle East and Central Asia, sub-Saharan
Africa) and stronger-than-anticipated domestic demand in parts of emerging and
developing Europe.

Mr. Speaker, the Sub-Saharan Africa (SSA) region — home of the world’s least
vaccinated population — remains in the grip of the ongoing pandemic. According
to the IMF's October 2021 edition of the Regional Economic Outlook for Sub-
Saharan Africa, the COVID-19 pandemic has thrown about 30 million people into
extreme poverty in the region and has worsened inequality across income groups
amidst already existing social tensions and political instability.

Mr. Speaker, growth in the SSA region is expected to recover from the 1.7 percent
contraction recorded in 2020 to 3.7 percent in 2021, albeit the slowest growth
compared to recoveries in other parts of the world. Rising commaodity prices and
improved economic activity in the first 6 months of 2021 will account for this
growth. In 2022, the region is projected to grow at 3.8 percent. There is,
however, much uncertainty about SSA’s growth prospects, given the latest wave
of the pandemic in its deadlier Delta variant.

Mr. Speaker, tourism-dependent SSA countries (Cabo Verde, Comoros, The
Gambia, Mauritius, Sdo Tomé and Principe, Seychelles) continue to face recovery
challenges in the wake of the pandemic, and some (particularly Cabo Verde and
Mauritius) have been projected to lose incomes close to about 15 percent of their
GDP as a result. Nonetheless, a few countries (Comoros and The Gambia) have
fared relatively better because of significant remittance inflows, which have
supported private consumption.

Inflation

Mr. Speaker, global inflation has been declining over the past half century.
However, since January 2021, headline inflation has generally trended upwards
in most parts of advanced and emerging markets economies, driven by strong
demand, rising commodity prices, input shortages, and supply chain disruptions.
Inflation in advanced economies is projected at 2.8 percent for 2021, up from
the 0.7 percent recorded in 2020.

In emerging markets and developing economies, inflation is expected to increase
by 0.4 percentage points to 5.5 percent in 2021. Looking ahead, headline inflation
is projected to peak in the final months of 2021, with inflation expected back to
pre-pandemic levels by mid-2022 for both advanced economies and emerging
markets country groups.

As emphasized in the October 2021 Regional Economic Outlook for SSA, higher

food prices have impacted headline inflation expectations in the region. Average
food price inflation has been on the ascendency from 2 percent year-on-year in

10
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2019 to about 11 percent in 2021, reflecting poor weather conditions and conflict-
related supply disruptions. Annual average inflation in SSA is, nonetheless,
projected to decline to 8.6 percent in 2022.

However, inflation is expected to be lower in the region’s two monetary unions
(West African Economic and Monetary Union (WAEMU), and Central African
Economic and Monetary Community (CEMAC)), despite heightened inflationary
pressures caused by supply disruptions and a pickup in economic activity.

There is a mixed reaction to inflation. Whereas countries facing rising inflationary
pressures have increased central bank policy rates (Mozambique, Zambia), others
with relatively stable inflation (Ghana, Nigeria, Uganda) have maintained or
reduced rates to ensure economic stability in the COVID-19 era.

Commodity Prices

Commaodity prices have surpassed pre-pandemic levels, supported by favourable
global trade recovery and strong demand from advanced countries in 2021. That
notwithstanding, merchandise trade has recovered swiftly with service trade
lagging behind due to COVID-19 pandemic-related restrictions.

Crude oil prices rose by 13.9 percent between February and August 2021 on the
back of rapid economic recovery in advanced economies. According to the
October 2021 IMF WEO, crude oil prices will average US$65.68 per barrel (close
to 60 percent above the 2020 base price) for 2021 and US$64.52 per barrel for
2022 and will remain unchanged over the medium-term. This is in line with
market tightness and oil demand recovery projections.

However, beyond 2022, it is expected that lower global production capacity (due
to a decline in investment over the past year), prolonged price support by OPEC+,
rise of the Delta COVID-19 variant, increased output from uncommitted OPEC+
members (Iran, Libya, Venezuela), as well as US shale oil producers will moderate
crude oil prices.

The World Bank'’s Precious Metals Index decreased by 3 percent year-on-year in
the third quarter of 2021 due to declining investor sentiment stemming from
higher real interest rates and a stronger U.S. dollar, as well as lower physical
demand. According to the Commodity Markets Outlook of the World Bank,
October 2021 edition, gold prices declined by 1.4 percent in the third quarter
driven by a slump in investment demand amid a rise in interest rate yields. Gold
prices are anticipated to average US$1,788 per troy oz in 2021, before falling to
US$1,711 per troy oz in 2022 due to higher interest rate yields in the United
States.

11
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Global cocoa production for the just ended 2020/21 crop season increased by
about 10 percent compared to the 2019/20 crop season, occasioned mainly by
favourable weather conditions in West Africa, especially in Cote d'Ivoire, the
world’s largest cocoa supplier. Cocoa prices have been generally stable since
October 2020, within a band of US$2,300 per tonne and US$2,550 per tonne and
is expected to remain stable in 2021 and 2022, as the global market is adequately
supplied and as COVID-19 related disruptions gradually ease. Data from the
International Cocoa Organization (ICCO) also show that the average daily price
of cocoa futures contract stood at US$2,322 per tonne in London during the
2020/21 crop season, down by almost 2 percent year-on-year from US$2,358 per
tonne recorded in the preceding season.

Mid —Year 2021 Macroeconomic Developments - ECOWAS Sub-

Region

The COVID-19 pandemic negatively impacted ECOWAS economies and reversed
major economic gains recorded in recent years. According to the IMF’s October
2021 edition of the Regional Economic Outlook for SSA, GDP growth in the
ECOWAS sub-region contracted by 0.6 percent in 2020 against the 3.5 percent
growth rate recorded in both 2018 and 2019. Growth is, however, expected to
rebound to pre-pandemic levels to 3.6 percent in 2021 and increase further to
4.0 percent in 2022, mainly due to COVID-19 containment measures and
improving trade activities.

In the WAEMU bloc of ECOWAS, GDP growth slowed down considerably to 1.8
percent in 2020 from the 5.7 percent growth recorded in 2019 but has rebounded
to 5.5 percent in 2021.

Major economies in the region including Nigeria, Ghana, and Cote d'Ivoire
recorded slower growth rates in 2020 compared to 2019, while the economy of
Cape Verdi recorded the worst contraction of nearly 15 percent from a 5.7 percent
growth in 2019. However, Guinea’s growth improved to 7.1 percent in 2020, up
from 5.6 percent in 2019, mainly attributable to a boost in production in the
mining sub-sector and improvement in power supply. All countries in the sub-
regional bloc are projected to rebound from the ravages of the pandemic and
record healthy growth rates in both 2021 and 2022, as shown in Table 1.

Table 1: ECOWAS Growth Rates (% Annual)

m.zm.zmm
ECOWAS Average -0.6
WAEMU Average 6.4 5.7 1.8 5.5 6.1
Ghana 6.2 6.5 0.4 4.7 6.2
Cote d'Ivoire 6.9 6.2 2.0 6.0 6.5
Senegal 6.2 4.4 1.5 4.7 5.5
Guinea 6.4 5.6 7.1 5.2 6.3
Burkina Faso 6.7 5.7 1.9 6.7 5.6
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Benin 6.7 6.9 3.8 5.5 6.5
Guinea Bissau 3.4 4.5 -1.4 3.3 4.0
Mali 4.7 4.8 -1.6 4.0 5.3
Niger 7.2 5.9 3.6 5.4 6.6
Togo 5.0 5.5 1.8 4.8 5.9
Cape Verde 4.5 5.7 -14.8 4.0 6.5
Gambia 7.2 6.2 0.2 4.9 6.0
Sierra Leone 3.5 5.5 -2.2 3.2 5.9
Liberia 1.2 -2.5 -3.0 3.6 4.7
Nigeria 1.9 2.2 -1.8 2.6 2.7

Source: IMF, Regional Economic Outlook Sub-Saharan Africa October 2021 *projections

70.

71.

72.

In the ECOWAS sub-region, annual average inflation increased to 10.2 percent in
2020 from 8.2 percent in 2019 and is poised to edge up further to 12.4 percent
2021, before easing down to 9.9 percent in 2022. This reflects the supply-side
constraints and shortages of foodstuff and other essential commodities, arising
mainly from closure of national borders and other measures imposed to contain
the spread of the coronavirus through importation.

Inflation edged up to 2.2 percent in the CFA Zone of ECOWAS in 2020 from a
deflation of 0.6 percentin 2019 and is expected to increase further to 2.9 in 2021,
the highest rate in 13 years as indicated in Table 2. However, inflation is expected
to moderate to 2.3 percent in the CFA Zone in 2022.

Of the five Anglophone countries in the sub-region, only Ghana'’s inflation rate of
9.9 percent was below the regional average in 2020. Ghana’s annual average
inflation rate is projected to decline further to 9.3 percent and 8.8 percent in
2021 and 2022, respectively.

Table 2: ECOWAS Consumer Price Inflation (annual averages)

mm-m

ECOWAS Average 10.2 124

WAEMU Average 1.1 -0.6 2.2 2.9 2-3
Togo 0.9 0.7 1.8 2.7 2.5
Benin 0.8 -0.9 3.0 3.0 2.0
Burkina Faso 2.0 -3.2 1.9 3.0 2.6
Cape Verde 1.3 1.1 0.6 1.5 1.6
Cote d'Ivoire 0.4 0.8 2.4 3.0 2.5
Guinea Bissau 0.4 0.3 1.5 1.9 2.0
Senegal 0.5 1.0 2.5 2.4 2.0
Mali 1.7 -2.9 0.5 3.0 2.0
Niger 2.8 -2.5 2.9 2.9 2.5
Gambia 6.5 7.1 5.9 7.0 6.3
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Guinea 9.8 9.5 10.6 11.6 9.9
Ghana 9.8 7.1 9.9 9.3 8.8
Liberia 23.5 27.0 17.0 5.9 11.8
Nigeria 12.1 11.4 13.2 16.9 13.3
Sierra Leone 16.0 14.8 13.4 11.3 13.3

Source: IMF, Regional Economic Outlook Sub-Saharan Africa October 2021
*projection

Performance on Rationalised ECOWAS Convergence Criteria

The COVID-19 pandemic has also undermined the progress made in previous
years in the ECOWAS region regarding performance under macroeconomic
convergence criteria. Due to the impact of the COVID-19 Pandemic on lives and
livelihoods, the ECOWAS Authority of Heads of State and Government suspended
the convergence criteria for 2020 and 2021. As at end-2020, no ECOWAS member
state had met any of the six rationalised convergence criteria, taking both the
primary and secondary criteria into consideration. The general performance
under the primary criteria worsened in 2020, as ho member state satisfied any
of the four primary convergence criteria, compared to 2019 where seven (7)
member states met the criteria (Benin, Burkina Faso, Cape Verde, Cote d'Ivoire,
Mali, Niger and Togo).

Out of the 15 member states, only 2 (Liberia and Guinea) satisfied the criteria on
budget deficit in 2020 compared to eight (Benin, Cabo Verde, Cote d'Ivoire, The
Gambia, Guinea, Liberia, Mali, and Togo) in 2019, mainly due to the impact of
the COVID-19 pandemic on revenue generation and expenditure rationalisation.
Apart from Liberia, the budget deficit worsened in all member states, with the
highest recorded by Ghana and Cape Verde.

Performance on the inflation criterion remained unchanged as nine (9) member
states satisfied the target at end-December 2019 and 2020 as indicated in Table
2. Liberia remained the worst performer in the last three years, recording the
highest inflation rate of 17.0 percent in the region, followed by Sierra Leone and
Nigeria.

Outturn on the Central Bank Financing of Budget Deficit criterion declined as nine
(9) member states met the target at end-December 2020, compared to thirteen
in the same period of 2019. The Criterion on Gross External Reserves was met
by thirteen (13) countries in 2020 compared to fourteen (14) countries in 2019.

With respect to the secondary criteria, all member states met the criterion on
nominal exchange rate stability, while performance on public debt declined. The
criterion on nominal exchange rate stability was met by all member states at end-
December 2020 compared with fourteen at end-December 2019. Liberia missed
this criterion between 2017 and 2019. However, due to the proactive monetary
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policy stance and subdued demand for foreign exchange, the country was able
to meet this criterion in 2020.

Compliance with public debt criteria dropped in 2020, as twelve (12) member
states met the target at end-December 2020 compared to thirteen (13) in 2019,
reflecting COVID-19-related funding needs of member states.

Projections based on data from the West African Monetary Agency, Regional
Analysis Report, Volume 1 indicate that in 2021 no member state will meet all
the macroeconomic convergence criteria, same as in 2020. Two (2) countries
(Guinea and Liberia) are expected to satisfy the budget deficit criteria while
eleven (11) countries are expected to meet the central bank financing of budget
deficit criteria. Performance on average inflation is expected to remain unchanged
at nine (9) member states in 2021. The WAMZ countries are expected to miss
the target mainly occasioned by exchange rate pass-through effect to inflation.
Concerning gross external reserves in months of import cover, fourteen (14)
member states are expected to meet the target in 2021, supported by increased
foreign exchange earnings from trade after relaxation of Covid-19 restrictions in
2021, an improvement over thirteen (13) Member States in 2020.

Projections for the benchmarks under the secondary criteria show that all fifteen
(15) member states are expected to satisfy the target on exchange rate stability,
while performance on the public debt criterion will slip in 2021, as eleven (11)
countries are expected to comply with the target against twelve in 2020. This will
be occasioned by the effect of the COVID-19 pandemic, which is narrowing fiscal
space and expanding debt levels due to the heightened recourse to borrowing to
finance the widening fiscal deficits.

The short-term outlook is, however, promising as growth is expected to recover
in all member states of the ECOWAS, premised on ongoing efforts aimed at
vaccinating the populace against the coronavirus, gradual easing of the
restrictions, and progressive resumption of economic activities. The forecasts
show that aggregate output of the Community will expand, supported by
significant recoveries in Ghana, Benin, Cote d'Ivoire, and Nigeria. However, the
downside risk to this favourable prospect is the uncertainties regarding the third
wave of the pandemic, which is projected to be potentially very dangerous.

Ghana’s First Half 2021 Performance on Rationalised ECOWAS
Convergence Criteria

According to the 2021 Half-Year ECOWAS Multilateral Surveillance report, Ghana
achieved three (3) out of the six (6) ECOWAS Rationalised Macroeconomic
Convergence Criteria in 2021 as presented below in Table 2. Ghana met two (2)
out of the four (4) Primary Convergence Criteria in 2021, namely, zero central
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bank financing and the gross international reserves cover of at least three months
of imports.

With regards to the secondary criteria, Ghana met one out of the two criteria,
specifically, the nominal exchange rate variation of within £10 percent band.

In the near term, Government, through its economic revitalisation programme
will seek to expand the economy with the provision of targeted fiscal stimuli while
also ensuring fiscal sustainability to cushion the impact of COVID-19 on
businesses and to facilitate a quick and strong recovery of our economy. Thus,
this will be done without undermining fiscal consolidation programmes.
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Table 3: ECOWAS Rationalized Convergence Criteria (June 2021)

Convergence Criteria

Number
of
Countries
that met
Criteria in
2019

Number
of
Countries
that met
Criteria in
2020

Number
of
Countries
that are
expected
to meet
the
Criteria

Ghana
June 2021

2021*

Primary Criteria
Budget Deficit (Incl.

0, 0, i
1 Grants)/GDP < 3% 8 2 2 | 5.1% (Not achieved)
2 Inflation (annual average) < 5% 9 9 9 | 7.8% (Not achieved)
3 (FZ_e ntra_I Bank Budget Deficit 10% 14 13 14 | zero financing (Achieved)
inancing
4 Gross External Reserves >3 months 13 9 12 | 5.0 Months (Achieved)

Secondary Criteria

5 Nominal Exchange Rate + 10% 14 15 15 0.0% (Achieved)

6 Public Debt /GDP
Source: GoG, BOG, MoF

< 70% 13 12 11 76.2% (Not Achieved)

Implementation of ECOWAS Brown Card Insurance Scheme

Mr. Speaker, the ECOWAS Brown Card Insurance Scheme was established in May
1982 by Protocol A/P1/5/82 to promote trade and services, facilitate tourism, and
ensure the free movement of people across the borders of member states of
ECOWAS. This Protocol has been revised and subsequently repealed by
Supplementary Act A/SA.01/06/20, which was signed by the Authority of the
Heads of State and Government of ECOWAS, under the Chairmanship of His
Excellency President Nana Addo Dankwah Akuffo-Addo, in Accra on 17™ June,
2021.

The Brown Card Insurance Scheme provides insurance covers against Third Party
liabilities that visiting motorists from other member states may incur while driving
across various national borders of ECOWAS member states, and ensures prompt
and fair payment of compensation to victims of motor accidents caused by
motorists visiting territories of other ECOWAS Member States.

The Ghana National Bureau of the ECOWAS Brown Card Insurance Scheme
(Bureau) implements the scheme in Ghana. Since January 2021, despite the
COVID-19 Pandemic, the Bureau has been able to organise orientation
programmes for personnel of the Motor Traffic and Transport Department
(MTTD) of the Ghana Police Service for all the Command posts in the regions
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through which the two major international road corridors pass through, namely:
Elubo to Aflao and Tema to Paga.

The Bureau held five meetings with the National Bureaux of other member
countries on cross-border accident cases and the emanating claims between
those countries and Ghana, resulting in the successful settlement of many of the
long outstanding claims on the books of the Bureau, both in favour and against
Ghana. Despite the success of the Scheme, differences in legal regimes governing
insurance operations in various member states, harassment of visiting motorists
by security personnel and other government agencies, and low-key stakeholder
awareness on ECOWAS Brown Card Insurance is adversely affecting the smooth
operationalisation of the scheme.

It is, however, imperative that these challenges are resolved through strict
implementation of the new Supplementary Act A/SA.01/06/20 of the Brown Card
Insurance Scheme. Government remains very supportive of the Scheme and will
advocate through appropriate channels for strict adherence to the protocol by
member states.

Implementation of ECOWAS Common External Tariff (CET)

Mr. Speaker, the Authority of Heads of State and Government of ECOWAS, at the
close of its Extraordinary Session held on 25th October, 2013 in Dakar, adopted
the implementation of the ECOWAS Common External Tariff (CET) by member
states effective from 1st January, 2015.

The implementation of the ECOWAS Common External Tariff is intended to boost
ECOWAS economic integration, increase intra-regional trade, and improve
domestic production, while also addressing the challenge of cross-border
smuggling and dumping.

All member states are currently applying the ECOWAS CET in its Harmonised
System (HS) 2017 version, except for the Gambia. The actual implementation of
the ECOWAS CET is the obligation of member states. As such, differences exist
in several member states with regards to the tariffs applied both in terms of
nomenclature and applied rates.

CET implementation in Ghana offers more protection to the agricultural sector
relative to other sectors. Thus, more than 50 percent of Ghana’s agricultural
products are protected under the 20 percent and 35 percent tariff Bands.
According to the latest Evaluation Report on the Implementation of the ECOWAS
CET in member states, the introduction of CET has positively impacted national
revenue of member states. Also, eight (8) out of the fourteen (14) member states
that are currently applying the CET recorded economic growth rates of more than
5 percent in 2018.
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Despite the success of the ECOWAS CET, insufficient training and awareness in
member states means that private sector stakeholders do not have a clear
understanding of how to take ownership of the ECOWAS CET. Another major
concern is in respect of the Coding and varied Tax Rates under the HS Heading,
which often give rise to abuses in determining the appropriate customs duties
applicable on a particular product.

Bearing in mind the challenges identified, we urge the ECOWAS Commission to
take all necessary measures to build the capacity of the various stakeholders and
carry out communication and awareness actions on the ECOWAS CET and its
subsequent provisions.

Government, through Ministry of Finance, Ministry of Trade and Industry, and
Customs Division of the Ghana Revenue Authority will be tasked to review all
relevant processes for the benefit of Ghanaian businesses.

ECOWAS Trade Liberalisation Scheme (ETLS)

The ECOWAS Trade Liberalisation Scheme (ETLS) provides the framework for the
elimination of trade barriers on intra-regional trade in the ECOWAS region. It also
has the objectives to increase intra-regional exports, improve trade links, and
facilitate free movement of unprocessed goods, traditional handicraft, and
industrial products.

According to the latest Evaluation Report on the Implementation of the ECOWAS
Trade Liberalisation Scheme, the implementation of ETLS has led to a significant
increase in the number of ECOWAS products and enterprises registered under
the scheme. Between January and October 2021, the Ghana National Approvals
Committee approved 65 products from 31 enterprises to benefit under the ETLS.

The major constraint of the scheme is the presence of many trade regulatory
agencies at various ECOWAS borders which cause delays at the border and limits
the objective of ETLS of reducing the number of days of moving imports and
exports across national borders. The existence of multiple preferential tariffs and
multiple approval processes creates confusion for customs personnel, exporters,
and importers, leading to unnecessary detention of goods. The lack of
commitment by some sovereign member states to ensure full compliance with
the protocols, particularly along neighbouring borders, continues to affect
operations of Ghanaian companies adversely.

ETLS can considerably augment the levels of intra-community trade through
digitalising and making user-friendly the ETLS application procedures. There is
the need for the region to simplify, strengthen and harmonise the implementation
of the various Rules of Origin in the region.
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Finally, Government will ensure regular monitoring, evaluation, and revision of
the performance of the ETLS process. Government has already constituted an
inter-ministerial taskforce to address the trade facilitation and transit issues and
will also empower the National Approvals Committee to embark on sensitisation
programmes to inform businesses and enterprises, particularly companies under
the One-District-One-Factory (1D1F) Initiative, about the benefits of the ETLS.

Implications of Global Developments for Ghana’s Economy

Given the global growth recovery momentum, the Ghanaian economy is likely to
be impacted positively through trade spill overs, supported by strong recoveries
in advanced economies. With the boost in export and commodity prices, Ghana
is expected to fare better since international prices of its three major
export commodities (gold, cocoa, and crude oil) have been projected to edge
upwards. These expected price developments will have implications for the trade
balance and the current account in the near term. Global merchandise trade has
now returned to pre-pandemic levels with the global economy opening and global
COVID-restrictions easing up. This uptick in international trade activities will
propel an improvement in revenue generation through port activities in the
economy.

Despite the global recovery, the pandemic has caused outbreaks in critical links
of global supply chains which have resulted in longer-than-expected supply
disruptions, further feeding into higher inflation rates in many countries. Average
inflation is expected to edge up slightly in 2021 on the back of supply disruptions
and a pickup in economic activity, but with differences in the intensity of
inflationary pressures across countries.

For those countries experiencing heightened inflationary pressures, monetary
policy has had to be tightened to contain inflation. With inflation levels
in Ghana expected to be relatively stable for the year 2021, it is prudent that the
policy rate is adjusted appropriately in a bid to continue to offer support to
complement overall economic policies of Government to boost economic growth.

This optimism about the prospects of global growth comes on the back of efforts
the global community is putting in place to ensure equitable vaccine access for
every country, overcome vaccine hesitancy where there is adequate supply, and
secure better economic prospects for all. Given that Ghana has been selected as
a possible manufacturing hub for COVID-19 vaccines in Africa, plans that are
already underway should be intensified in other to realise the initiative which has
a potential to boost the pharmaceutical industry in Ghana.
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With the pandemic still dragging on, uncertainty in the tourism sector remains
unsettled, and the outlook for tourism-dependent economies and cross-border
services remains subdued. Travel restrictions and lingering fears of contagion are
likely to weigh on cross-border tourist activity until the virus transmission declines
substantially. Smart strategies and initiatives need to be put in place to move and
maintain the tourism sector at pre-COVID levels since tourism and travel
contribute a sizable share to GDP. This will help avert dwindling interest and
activity as well as loss of revenues in the sector.
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SECTION THREE: MACROECONOMIC
PERFORMANCE FOR JANUARY-SEPTEMBER 2021

Overview of Macroeconomic Performance

Mr. Speaker, I now present to this august House the provisional macroeconomic
performance for the first three quarters of 2021 based on available data for the
period.

Mr. Speaker, to better evaluate the macroeconomic developments for the first
three quarters of the year, permit me to restate the macroeconomic targets set
for 2021 as presented in the 2021 Mid-Year Review documents as follows:
i.  Overall real GDP growth rate of 5.1 percent;
ii.  Overall non-oil real GDP growth rate of 7.0 percent;
iii. End-period December year-on-year inflation of 8.0 percent;
iv.  Overall budget deficit (on cash basis) of 9.4 percent of GDP;
v. Primary balance of -2.0 percent of GDP; and
vi.  Gross International Reserves to cover at least 4.0 months of imports of
goods and services.

Mr. Speaker, available data on the performance of the economy as at end-
September 2021 indicate that the implementation of the 2021 budget is largely
on track. A summary of this performance is as follows:

i. GDP data released by the Ghana Statistical Service in September 2021
indicate that Overall Real GDP grew by 3.1 percent in Q1 and 3.9 percent
in Q2, averaging 3.5 percent in the first half of 2021 against the 0.8 percent
growth in same period 2020;

ii. Non-Oil Real GDP grew at 4.6 percent in Q1 and 5.2 percent in Q2,
averaging 4.9 percent in the first half year of 2021 compared to 1.2 percent
in the same period 2020;

iii. End-October 2021 inflation was 11.0 percent, compared to the 10.1 percent
same period in 2020;

iv.  Overall budget deficit (cash) of 7.7 percent of GDP against the target of 7.4
percent of GDP. The budget deficit for same period in 2020 was 8.6 percent
of GDP;

v.  Primary balance registered a deficit of 1.9 percent of GDP, compared to the
target deficit of 1.7. The primary balance for same period in 2020 was a
deficit of 3.7 percent of GDP;

vi.  The Public Debt as percentage of GDP stood at 77.8 percent at the end of
September 2021, up from 76.1 percent at the end of December 2020. The
elevated public debt ratio reflects the impact of COVID-19 pandemic,
Financial Sector clean-up costs, and energy sector IPP payments;

vii.  The Monetary Policy Rate was maintained at 13.5 percent in the last round
of MPC meeting held in October 2021. The 91-day Treasury bill rate, which
fell from 14.1 percent at end-December 2020 to 13.2 percent at the end of
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September 2021, declined further to 12.5 percent as of 15th November,
2021;

viii.  Gross International Reserves at end-September 2021 stood at US$10,694.4
million, sufficient to cover 4.9 months of imports, compared to US$8,624.4
million covering 4.0 months of imports recorded at end-December 2020;

ix. The exchange rates across the major international currencies remained
stable for the three quarters of 2021. In particular, the Ghana cedi
depreciated cumulatively by 1.79 percent against the US Dollar by the end
of September 2021 compared to a 2.97 percent depreciation in the same
period in 2020.

110.  Mr. Speaker, I will now provide the details on the performance of the economy
in the Real, Fiscal, External, and Monetary sectors.

Real Sector Developments

111.  Mr. Speaker, provisional GDP data from Ghana Statistical Service published in
September 2021, show that the year-on-year Real GDP growth rates for the first
and second quarters of 2021 were 3.1 percent and 3.9 percent respectively,
compared with 7.0 percent and -5.7 percent in the corresponding periods of
2020. Overall real GDP growth rates for the first half of 2021 averaged 3.5
percent, compared with 0.8 percent for the same period in 2020.

112. GDP, excluding oil, grew by 4.6 percent and 5.2 percent in the first and second
quarters, respectively, compared with 7.9 and -5.8 percent over the same periods
in 2020. The average growth of non-oil GDP for the first half of 2021 was 4.8
percent compared with 1.2 percent in 2020 as shown in Figure 1.

113.  The pick-up in growth performance largely reflects recovery in economic activities
in all sectors of the economy except in the mining and quarrying sub-sector where
negative growth rates were recorded in both the first and second quarters of
2021 following the protracted lingering adverse effects of the COVID-19
pandemic on the extractive activities.
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Figure 1: Real GDP Growth (Oil and Non-0il)
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Agriculture

Mr. Speaker, the Agriculture Sector recorded an average growth of 4.9 percent
in the first half of 2021 compared with 8.1 percent for the same period in 2020.
The sector grew by 4.3 percent and 5.6 percent in the first and second quarters
respectively, compared with 10.2 percent and 5.6 percent in the corresponding
quarters of 2020.

The Forestry and logging subsector recorded the highest average growth
performance of 5.8 percent in the first half of 2021, representing a significant
increase from the average contraction of 8.1 percent recorded in the
corresponding period in 2020.

The Crops (including Cocoa) subsector grew by an average of 4.7 percent over
the first half of 2021, based on growth performances of 4.9 percent and 4.5
percent in the first and second quarters, respectively. This average growth is a
significant slowdown from the 9.5 percent recorded over the same period in 2020.
However, the Cocoa subsector performed strongly, with an average growth of
11.2 percent over the first half of 2021, compared to 0.9 percent in the
corresponding period of the previous year.

Fishing contracted in the first quarter by 3.6 percent but recovered considerably
in the second quarter with a growth of 12.7 percent, resulting in an average
growth of 4.6 percent over the first half of 2021. This, however, represents a
slowdown compared with the average of 18.1 percent recorded over the same
period in 2020, as shown in Table 4.
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Table 4: GDP Growth in the Agriculture Sector and Subsectors

Sector/Subsectors

AGRICULTURE 0.9 2.1 2.7 6.2 4.9 4.7 7.4 8.1 4.9
Crops 28 1.7 2.2 7.2 5.8 5.3 8.7 9.5 4.7
o/w Cocoa 4.3 -8 -7 9.2 37 5.4 1.9 0.9 11.2
Livestock 5.1 5.2 5.4 5.7 5.4 5.4 5.4 5.6 5.6
Forestry and Logging -1.5 -3.9 2.9 3.4 2.4 -1.7 -9.2 -8.1 5.8
Fishing -23.3 8.5 3.1 -1.4 -6.8 1.7 14.4 18.1 4.6

Source: GSS, September 2021
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Industry

Mr. Speaker, the Industry sector recorded an average contraction of 1.3 percent
in the first Half of 2021, compared with an average contraction of 3.2 percent
over the same period in 2020. The sector recorded growth rates of 1.3 percent
and -4.3 percent in the first and second quarters, respectively.

The Mining and Quarrying subsector contracted by 11.2 percent and 18.9 percent
in the first and second quarters of 2021, respectively, compared to contractions
of 8.8 percent and 11.6 percent in the corresponding periods of 2020. The
contraction reflects a decline in the production of oil and gas, as well as gold,
over the period. Oil and Gas recorded an average growth of -13.4 percent for the
first two quarters, compared with -4.2 percent recorded for the same period in
2020.

Mr. Speaker, the Industry subsector with the highest average growth was Water
Supply, Sewerage, Waste Management & Remediation Activities (13.6%),
followed by Construction (8.1%), Manufacturing (7.0%), and Electricity (4.8%)
as shown in Table 5.
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Table 5: GDP Growth in the Industry Sector and Subsectors

Sector/Subsectors

2 INDUSTRY 1.1 1.2 4.3 15.6 10.5 6.4 -3.6 -3.2 -1.3
2.1 Mining and Quarrying 5.4 -8.3 -0.2 30.8 23.3 12.6 -11 -10.3 -15.2

o/w Oil*** 9.3 2 -15.6 80.3 7.9 14.4 -4.6 -4.2 -13.4
2.2 Manufacturing -2.6 3.7 7.9 9.5 4.1 6.3 1.4 0.7 7.0
2.3 Electricity 1.3 17.7 -5.8 194 5.5 6 7.9 16.3 4.8
2.4 Water and Sewerage 5.9 13.9 -11.8 6.1 -3.6 -4.4 2.2 5.3 13.6
2.5 Construction -0.4 9.5 8.4 5.1 1.1 -4.4 2.9 1.6 8.2

Source: GSS, 2021
Services

121.  Mr. Speaker, the Services sector, in the first Half of 2021, recorded an average
growth rate of 7.2 percent, compared with 2.3 percent in the same period of
2020. The sector recorded growth rates of 4.0 percent and 11.0 percent in the
first and second quarters respectively, compared to 12.3 percent and -7.7 percent
for the same period in 2020.

122.  Mr. Speaker, the subsector with the highest growth in the Services sector was
Information and Communication (average of 21.0%), followed by Health and
Social Work (average of 14.7%), and Real Estate (average of 11.8%). The Hotels
and Restaurants subsector, which contracted by an average of 23.9 percent in
the first two quarters of 2020, stemming from COVID-19 related restrictions in
the period, further contracted by 5.4 percent during the same period in 2021,
reflective of an industry that is still struggling to recover from the adverse
economic effects of the pandemic.
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Table 6: GDP Growth in the Services Sector and Subsectors

Sector/Subsectors

3 SERVICES 52| 29| 28| 34| 27| 76| 15| 23| 7.2
Trade; Repair of Vehicles,
3.01 Household 2 05| -0.4 8.2 2.8 3.7 | -11 0.7 5.8
Goods
3.02 Hotels and Restaurants 1.5 4.1 2.3 7.6 3.2 6 | -34.8 | -23.9 -5.4
3.03 Transport and Storage 5.8 2.6 1.1 8.9 1.1 4.3 3.7 2.0 5.2
3.04 Information and 297 | 119 56| 42| 131 | 465 | 225 | 172 21.0
communication
Financial and Insurance
3.05 | activities 214 | 129 8| -17.7 | -8.2 1.6 5.5 9.9 5.0
3.06 Real Estate -0.3 3.1 3.2 38| 65| 199 | 125 169 | 118
3.07 Professional, Administrative & | o | ;4| 45 29 03 51 59 50 00
Support Service activities
Public Administration &
3.08 | Defence; 35| -2.6 8.9 4.2 43 3.7 7.3 4.3 6.2
Social Security
3.09 Education 03| -05 2.3 6.3 3.9 9.4 7.8 5.8 9.2
3.1 Health and Social Work 2.7 | -4.4 4| 141 | 26| 104 8.2 57| 14.7
3.11 Other Service Activities 1.4 27| -0.1 5.3 3.1 2.6 1.1 1.1 4.9
Source: GSS, 2021
Structure of the Economy in the First Half of 2021
123.  The Services sector remains dominant in terms of sectoral distribution of nominal

output, although its relative share over the first half-year has shown a marginal
decline. The sector accounted for an average share of 51.9 percent over the first
two quarters of 2021, compared with an average of 52.8 percent over the same
period in 2020. The average share of the Agriculture Sector increased from 19.1
percent in the first half of 2020 to 21.3 percent for the same period in 2021, while
the Industry sector’s share decreased from 28.0 percent in the first half of 2020
to 26.7 percent in the corresponding period in 2021 as shown in Figure 2.
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Figure 2: GDP Growth in the Services Sector and Subsectors
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Monetary Sector Developments

Mr. Speaker, monetary policy in 2021 has focused on steering inflation towards
the medium-term target band of 8+2 percent, following the surge in inflation at
the onset of the COVID-19 Pandemic. Accordingly, the monetary aggregates were
projected to increase at a moderate pace during the period, with sufficient
accumulation of international reserves to cover at least 4 months of import of
goods and services. So far, monetary policy performance in 2021 has been
broadly in line with expectations, with significantly stable exchange rate
developments, increased reserves accumulation, and generally low inflation.

Price Developments

Mr. Speaker, earlier this year, between January and May, price developments
were characterised by sharp disinflation on the back of well-anchored inflation
expectations, exchange rate stability, and favourable food price base drifts
carried over from a year ago. Consequently, headline inflation declined sharply
from 10.4 percent in December 2020 to 7.5 percent in May 2021. However,
inflation picked up to 10.6 percent in September 2021 on account of shocks from
domestic fuel price adjustments and increasing domestic food prices arising partly
from climate-related factors, input supply bottlenecks, delayed harvests, and
world food price increases. Inflation rose further to 11.0 percent in October,
driven by non-food inflation mainly on account of price increases in the transport
and housing & utility components of the consumer price index (CPI).

Underlying inflation pressures broadly tracked the movement in the headline

inflation numbers. The Bank of Ghana’s core inflation measure, which excludes
energy and utility prices, fell from 10.9 percent in December 2020 to 7.3 percent

28



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

127.

128.

129.

130.

in May before rising to 10.0 percent in September 2021, reflecting elevated
inflationary pressures in recent months.

Monetary Aggregates and Credit Developments

Mr. Speaker, developments in the monetary aggregates in September 2021
showed a slower pace of growth in broad money supply (M2+). Growth in M2+
moderated from 27.1 percent (GH¢23,261 million) in September 2020 to 14.2
percent (GH¢15,462 million) in September 2021. The observed moderation was
mainly on account of contraction in Net Foreign Assets (NFA) of the depository
corporations sector. Net Domestic Assets (NDA), on the other hand, expanded
over the same comparative period, albeit, at a moderated pace.

In line with the slowdown in money supply growth, developments in banking
sector credit also showed sluggish pace of growth, on year-on-year basis, in
September 2021. The annual growth of outstanding credit slowed to 9.0 percent
in September 2021 from 14.4 percent in September 2020, on the back of
constrained demand for credit and supply-side risk aversion induced by the
COVID-19 pandemic. Total outstanding credit was GH¢50,049 million at the end
of September 2021, compared with GH¢45,916 million recorded during the same
period in 2020. Similarly, private sector credit growth slowed to 10.5 percent in
September 2021 from 12.6 percent in September 2020.

Interest Rate Developments

Mr. Speaker, the Monetary Policy Committee (MPC) of Bank of Ghana reduced
the Monetary Policy Rate (MPR) by 100 basis points to 13.50 percent in May 2021
on account of generally favourable inflation expectations, and as an additional
measure to support the incipient recovery of activity from the COVID-19
pandemic.

Money market rates also broadly declined in line with easing inflation
expectations and the cut in the monetary policy rate. The 91-day and 182-day
Treasury bill rates declined to 12.47 percent and 13.20 percent, respectively in
September 2021, from 14.02 percent and 14.12 percent, respectively, in
September 2020. Similarly, the rate on the 364-day instrument decreased
marginally to 16.12 percent from 16.95 percent over the same comparative
period. Rates on medium- to long-term instruments also generally declined,
except for rates on the 15-year and 20-year bonds which remained unchanged
at 19.75 percent and 20.20 percent, respectively during, the period. Rates on the
2-year, 3-year, 5-year, 6-year, 7-year, and 10-year bonds decreased by 75bps,
130bps, 95bps, 70bps, 190bps, and 5bps, respectively, to settle at 17.50 percent,
17.70 percent, 18.30 percent, 18.80 percent, 18.10 percent, and 19.75 percent,
respectively, over the review period.
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The weighted average interbank rate declined to 12.61 percent from 13.58
percent, largely reflecting the cut in the monetary policy rate in May 2021, which
transmitted to lending rates. Consequently, average lending rates of banks
declined marginally to 20.23 percent in September 2021 from 21.30 percent
recorded in the corresponding period of 2020. Similarly, the spread between the
average lending rate and the rate on the 3-month time deposits narrowed from
9.80 percent to 8.73 percent over the same comparative period.

Outlook for Monetary Sector for end-2021

Mr. Speaker, in the outlook, monetary policy will continue to hinge on sustaining
price stability with a view to firmly anchor inflation expectations and create
conditions conducive to broad-based growth. Inflation is expected to return to
the medium-term target band in the near-term, despite the successive upticks in
July through October 2021, and remain within the target band over the medium-
term. However, continued rise in food prices, upward petroleum price
adjustments and their possible second-round effects on the non-food basket, and
pass-through effects of exchange rate depreciation, could pose upside risks to
the inflation outlook.

In line with developments in the year through September 2021, growth of the
monetary aggregates is projected to moderate in 2021 and remain stable in the
medium-term under the baseline assumption of zero monetary financing by the
Bank of Ghana, while private sector credit recovers gradually to pre-pandemic
levels.

Banking Sector Developments

Mr. Speaker, the banking sector remains well-capitalised, liquid, and profitable,
backed by strong buffers to support the recovery process. Banks reported a
strong balance sheet position as at end-September 2021, albeit with marginal
declines in the annual growth rates of some key balance sheet indicators this
year compared to the same period last year. Total assets of the banking industry
increased by 16.9 percent year-on-year to GH¢170.3 billion as at end-September
2021. This represents a decline in growth from the 22.2 percent in September
2020, attributed to the lingering impact of COVID-19. Year-to-date growth in
assets of 14.0 percent in 2021, however, marginally exceeded the corresponding
growth of 13.0 percent in 2020, reflecting the gradual rebound in economic
activities this year.

Mr. Speaker, growth in Investments moderated in September 2021, as banks
redirected a portion of additional liquidity flows into credit in the third quarter of
2021. Investments in bills and securities grew by 30.0 percent year-on-year to
GH¢81.2 billion as at end-September 2021 compared to a growth of 36.6 percent
in September 2020. Similarly, year-to-date growth in Investments moderated to
26.1 percent at end of third quarter of 2021 compared to a growth of 29.4 percent
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in the same corresponding period last year. Investments, however, remained the
largest component of banks’ assets with a share of 47.7 percent as at end-
September 2021.

Mr. Speaker, banks reported a gradual rebound in credit growth in September
2021, in line with projections of a net ease in the stance on loans to enterprises
and households and an increase in credit demand, as reported during the August
2021 round of credit conditions survey. Gross loans and advances in the year-
to-September 2021 increased by 4.8 percent compared to a lower growth of 1.7
percent in the corresponding period last year. The annual growth rate of gross
loans and advances, however, declined from 14.4 percent to 9.0 percent during
the review period.

The industry continued to record strong and sustained growth in deposits
attributed to liquidity flows within the domestic economy. Deposits recorded a
robust albeit lower growth of 16.4 percent to GH¢113.8 billion as at end-
September 2021, relative to the 23.8 percent growth recorded a year earlier. The
COVID-19 fiscal stimulus packages, payments to contractors, SDI depositors, and
clients of SEC-licensed fund managers, as well as increased savings by individuals
and firms from the pandemic-induced slowdown in consumer and investment
spending in some sectors, contributed to the observed growth in total deposits.

Mr. Speaker, the financial soundness indicators remained healthy in September
2021, reflecting robust solvency, liquidity, and profitability indicators. The
industry solvency position remained robust with a CAR of 19.9 percent in
September 2020, marginally lower than the CAR of 20.3 percent in September
2020, reflecting the recent gradual rebound in credit. The CAR was, however,
well above the regulatory minimum of 11.5 percent, pointing to the ability of
banks to further deepen intermediation and shows that banks have adequate
buffers to moderate potential losses from such increased lending during the
current uncertain operating environment.

Mr. Speaker, general repayment challenges associated with the COVID-19
pandemic, as well as some bank specific challenges with recoveries on the loan
portfolio, contributed to a marginal increase in the NPL ratio from 15.8 percent
in September 2020 to 16.8 percent in September 2021. This was attributed to
the combined effect of an increase in the stock of NPLs by 16.4 percent to GH¢8.4
billion, as well as a modest growth in the stock of gross loans by 9.0 percent over
the period. The adjusted NPL ratio (excluding the fully provisioned loan loss
category), however, improved from 6.7 percent to 6.5 percent over the review
period.

The industry’s profitability performance remained robust but represented a
moderation in September 2021 compared with the same period last year. Profit
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after tax growth for the first three quarters of the year compared to the same
period last year moderated from 22.0 percent to 18.9 percent on account of a
moderation in growth of banks’ net interest income from 20.0 percent to 18.2
percent. This was on the back of higher growth in interest expenses during the
review period (from 8.1 percent to 15.9 percent), which partially offset the
increase in banks’ interest income (from 16.0 percent to 17.5 percent).

Mr. Speaker, growth in operating expenses was marginally lower at 10.3 percent
in September 2021 relative to the 10.4 percent growth a year earlier, reflecting
the sustained cost minimisation strategies of banks. Despite the moderation in
profit growth, the sector’s profitability indicators improved during the review
period, reflecting the moderation in growth in assets and equity. Banks’ Return
on Assets (ROA) improved to 4.6 percent from 4.2 percent while Return on Equity
(ROE) increased barely marginally to 21.1 percent in September 2021 from 21.0
percent September in August 2020.

The assessment indicates that the banking sector remains strong, with key
financial indicators pointing to a solvent, liquid, and profitable sector. Banks also
continue to hold adequate buffers to moderate any credit and liquidity shocks.

Mr. Speaker, in summary, the regulatory reforms embarked on during 2017-2019
strengthened the banking sector and cushioned it from the severe effects of the
COVID-19 pandemic. Additionally, the policy support and regulatory reliefs put in
place at the height of the pandemic also contributed positively to the sector’s
performance. The banking sector, therefore, continues to improve and remains
resilient with strong capital buffers to withstand shocks and support the nation’s
continued recovery from the shackles of the COVID-19 pandemic.

External Sector Developments

Trade performance (January — September 2021)

Mr. Speaker, Ghana’s export performance for the first nine months of 2021 was
shaped by favourable terms of trade for the three main export commodities—
gold, cocoa, and crude oil. Total export receipts for the period grew by 2.2
percent on year-on-year basis to US$11,034 million supported by higher prices
realised from the three major exports. Price increases of 4.4 percent for gold,
60.4 percent for crude oil, and 3.8 percent for cocoa beans were recorded during
the period under review. However, the impact of the higher prices for gold and
crude oil on export receipts was moderated by sharp declines in the exported
volumes of gold and crude oil by 26.6 and 21.2 percent, respectively. By contrast,
the volume of cocoa beans exports during the period increased by 31.9 percent.

Merchandise imports for the first nine months of 2021, on the other hand,

increased by 9.2 percent to US$10,096 million, mainly due to increased demand
for refined petroleum products as economic activity picked up. Oil imports
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(including crude, gas, refined petroleum products, and other oil products)
increased by 41.6 percent while non-oil merchandise imports bill grew by 3.8
percent.

The higher growth in the import bill relative to export receipts resulted in a lower
trade surplus of US$926 million compared with a surplus of US$1,556 million in
the same period in 2020.

Balance of Payments (January — June 2021)

Mr. Speaker, the current account deficit for the first half of 2021 was estimated
at US$926.1 million (1.3% of GDP) compared with US$548.0 million (0.8% of
GDP) for the same period in 2020. This was on the back of the lower trade surplus
and higher net investment income outflows. Private individual transfers, however,
remained resilient with net inflows of US$1,600.0 million in the first half of the
year, despite the uncertain global environment.

The capital and financial accounts recorded a net inflow of US$3.3 billion
compared with US$1.6 billion for the same period in 2020, driven by higher
portfolio and foreign direct investments inflows. As a result of these
developments, the overall balance of payments recorded a surplus of US$2.4
billion in the first half of 2021, against a surplus of US$1.0 billion in the
corresponding period of 2020.
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International Reserves

Mr. Speaker, Gross International Reserves stood at US$10,694.4 million
equivalent to 4.9 months of import cover at the end of September 2021,
compared with 4.0 months of import cover recorded at the end of December
2020.

Exchange Rate Developments

Mr. Speaker, the foreign exchange market was relatively stable, and the local
currency performed better in 2021 than in 2020. Pressures from corporate
demand, energy-related forex demand, and pandemic-induced portfolio outflows
were offset by improved forex inflows, mainly from the substantial reserve build-
up in 2020, and the 2021 Eurobond issuance. Cumulatively, the Ghana Cedi
depreciated against the US Dollar and the Pound Sterling by 1.79 and 0.80
percent, respectively, but appreciated by 3.16 percent against the Euro in
September 2021. These compare with depreciation of 2.97, 0.19 and 7.19
percent for the US Dollar, Pound Sterling, and the Euro, respectively, over the
same period in 2020.

Outlook for External Sector for end-2021

Mr. Speaker, the trade account is projected to close the year with a lower surplus
on account of lower gold export receipts due to the declining volumes of exports.
Moreover, increased economic activity is expected to drive up demand for both
non-oil and oil imports, partly contributing to the lower trade balance. These
developments in the trade account, coupled with higher interest payments, are
expected to widen the current account deficit in 2021 relative to levels recorded
in 2020. On the other hand, the capital and financial account is projected to
record significant net inflows, sufficient to finance the current account deficit and
significantly improve the overall balance of payment outturn.

Fiscal Developments

Mr. Speaker, the 2021 and medium-term fiscal policy framework was based on
Government’s broad macroeconomic objective of restoring and sustaining
macroeconomic stability with a focus on fiscal consolidation and debt
sustainability over the medium-term. This objective was to be accomplished
through deepening of structural reforms to support socio-economic
transformation, especially through the implementation of reforms to increase
revenue mobilisation and ensure efficiency and effectiveness of public finances.

Mr. Speaker, as you may recall, the 2021 Mid-Year Fiscal Policy Review of the
2021 Budget revised the fiscal deficit target to 9.4 percent of GDP down from the
9.5 percent set in the 2021 Budget. Similarly, the primary balance target was
revised to -2.0 percent of GDP from -1.3 percent. This was on the back of
revisions in GDP projections, adjustment in interest payments, and adjustments

34



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

in the allocation for compensation of employees to reflect the 2021 negotiated
public sector wage adjustments.

154.  Mr. Speaker, preliminary data for the first nine months of the year indicate that,
both revenue and expenditure were below their respective targets for the period.
However, the short fall in revenue was higher than that of expenditure, resulting
in a fiscal deficit of 7.7 percent of GDP against the target of 7.4 percent of GDP
as shown in Table 7. This compares favourably to the deficit of 8.6 percent of
GDP for the same period in 2020. The corresponding primary balance registered
a deficit of 1.9 percent against a targeted deficit of 1.7 percent.

Table 7: Summary of Fiscal Performance, January-September, 2021

Jan-Sept Jan-Sept
Indicators 2020 2021

(GHC million) Prov. v/y Prov. Dev Dev yl/y

Prog.

Outturn % Outturn GHC % %

1 JotalRevenue ., .5 17 72477 51,314 47,235 -4,079 -7.9 26.1
& Grants
% of GDP 9.8 16.5 11.7 10.8
Total Exp.
g“c"""ears 70,316 37.0 113,750 83,800 81,093 -2,797 -3.3 15.3
Discrepancy)
% of GDP 18.3 25.9 19.1 185
Overall Fiscal
3 Balance (excl. 5, g., -41,273  -32,576 -33,858 -1,282 3.9 3.0
Finsec Bailout
& IPP Cost)
% of GDP 8.6 9.4 7.4 7.7
Primary
Balance (excl. -
4 o ailout 14045 -8,745 -7,417 8,464 -1,047 141 -
& IPP Cost)
% of GDP 37 2.0 17 -1.9
5  Nominal GDP 383,486 439,381 439,381 439,381
Memo Item
Overall Fiscal
¢ Bawance (ind. -39,935 53373 43,414 40775 2639 -6
Finsec Bailout &
IPP Cost)
% of GDP -10.4 -12.1 9.9 9.3
Primary Balance
(incl. Finsec ) B ~ ~ }
7 P 21,109 20,845 18,256 15381 2875 -157
Cost)
% of GDP 55 4.7 4.2 3.5
Source: MoF
Revenue Performance
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Table 8: Revenue Performance, January-September, 2021

Mr. Speaker, Total Revenue and Grants for the first three quarters of 2021
amounted to GH¢47,235 million (10.8% of GDP), against the revised target of
GH¢51,314 million (11.7% of GDP) for the period. The end-September outturn,
nonetheless, compares favourably with the GH¢37,445 million recorded in the
same period in 2020 as indicated in Table 8. The two broad components both
contributed to the subpar performance: Grants fell short of the period target by
29.0 percent, while Domestic Revenue underperformed by about 7.4 percent.

Jan-Sept Jan-Sept
2020 2021

Prov. y/y
Outturn (%)

Indicators
(GH¢
million)

Prov. Dev Dev y/y
Outturn (GH¢) (%) (%)

Prog.

Total

1  Revenue & 37,445 1.7 72,477 51,314 47,235 -4,079 -7.9 26.1
Grants
% of GDP 9.8 16.5 1.7 10.8

2 £°“‘es“° 36,588 2.0 71,012 50,121 46,388 -3,733 -7.4 26.8
evenue

9.5 16.2 11.4 10.6

Non-oil

3  Tax 28,595 5.2 53,632 37,856 34,889 -2967 -7.8 22.0
Revenue
% of GDP 7.5 122 8.6 7.9
Non-Oil

4 Non-Tax 3,567 -3.6 7,078 5,199 4,260 -939 -18.1 19.4
Revenue
% of GDP 0.9 1.6 1.2 1.0

5 Oil and 2,417 -30.3 5,427 3,619 4,079 460 12.7 68.7
Gas Receipt
% of GDP 0.6 1.2 0.8 0.9

6 ROthe’ 2,010 31.1 4,875 3,447 3,160 -287 -83 57.2
evenue
% of GDP 0.5 1.1 0.8 0.7 0.1

7 Grants 857 -6.7 1,465 1,194 847 -346 -29.0 -1.1
% of GDP 02 0.3 0.3 02 0.1

Source: MoF

156.  Mr. Speaker, Non-QOil Tax Revenue, comprising taxes on Income and Property,

Domestic Goods and Services, and International Trade, amounted to GH¢34,889
million (7.9% of GDP) against the revised target of GH¢37,856 million (8.6% of
GDP), representing a shortfall of 7.8 percent. The shortfall in Non-Oil Tax
Revenue is attributable mainly to the lower than anticipated performance in
Corporate Income Tax, Personal Income Tax, Mineral Royalties, Domestic Excise
Duty, and Communications Services Tax occasioned largely by the economic
scarring from the COVID-19 Pandemic. Specifically:
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o Companies’ profits remain low despite the momentum in activity, and this
has impacted negatively on withholding tax payments for Corporate Income
Tax and lower Personal Income tax. Additionally, field operations by the
revenue collecting agencies were also constrained by the impact of the
pandemic.

o Low production levels and non-achievement of expected rise in gold price;
and

. Lower than anticipated collections from the Communication Service Tax due
mainly to relatively lower usage of data as more physical meetings are held.

Mr. Speaker, Non-Tax Revenue (excluding oil) amounted to GH¢4,260 million
(1.0% of GDP), compared to the revised target of GH¢5,199 million (1.2% of
GDP). The lower outturn was largely on account of the lower than expected
Internally Generated Fund (IGF) collection by MDAs due to the impact of the
pandemic on service delivery.

Total upstream oil revenue from January to September 2021 amounted to
GH¢4,079 million (0.9% of GDP), against a target of GH¢3,619 million (0.8% of
GDP).

Other Revenue comprising of the Energy Sector Levies (ESL) and SSNIT
Contribution to NHIL altogether amounted to GH¢3,160 million (0.7% of GDP),
8.3 percent below the target of GH¢3,447 million (0.8% of GDP). The ESL include
the Sanitation and Pollution Levy and the Energy Sector Recovery Levy (Delta
Fund) which were implemented from May this year. The Sanitation and Pollution
Levy, however, exceeded target by 16.4 percent.

Mr. Speaker, disbursements of Grants by Development Partners for the period
was mainly from Project Grants and amounted to GH¢847 million (0.2% of GDP),
GH¢347 million below the revised target of GH¢1,194 million (0.3% of GDP).

Expenditure Performance

Mr. Speaker, the execution of expenditures for the period was broadly contained
within the Budget’s Appropriation, notwithstanding overages registered in Wages
and Salaries, Interest Payment, and Capital Expenditure.

Total Expenditures (including arrears clearance and discrepancy) for the period
amounted to GH¢81,093 million (18.5% of GDP) against the target of GH¢83,890
million (19.1% of GDP). The end-September provisional outturn was 15.3 percent
above the GH¢70,316 million recorded for the same period 2020 as shown in
Table 9.
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Table 9: Expenditure Performance, January-September, 2021
2020 2021

Prov. Dev
Outtur (GHC
n )

Indicators

(GHC million) Prov.
Outturn

Dev
(%)

Total Exp. (incl. 113,75 83,89

1 Arrears& 70,316 37.0 o o 81093 ... -33 153
Discrepancy)
% of GDP 18.3 259  19.1 185
» Compensation of 20,448 233 31,491 2332 53394 70 0.3 14.4
Employees 4
% of GDP 53 7.2 53 53
Use of Goods and - -
3 gomices s570 18 8523 5504 3346 .0 55 -40.0
% of GDP 15 1.9 1.3 0.8
4 Interest Payment 18,826 27.6 32,528 25'13 25394 236 0.9 34.9
% of GDP 4.9 7.4 57 58
Grants to Other 12,89 - -
5 Gov't Units 9,258 2.3 18,081 4 11128 4 o0 oo 202
% of GDP 2.4 41 2.9 2.5

6 Capital Expenditure 8,978 65.1 12,222 8,532 9,074 541 6.3 1.1

% of GDP 2.3 2.8 1.9 2.1
. 392. - -

7 Other Expenditure 8,102 5 7,205 5,448 4,163 1,285 23.6 -48.6
o/w ESLA 1,964.1 2,979.5 2’262 2,135.4 -131.6 -5.8 87
7 A 4,856.9 38124 257 18918 -9853 -34.2
Related 1

8 Arrears -1,439 97.8 -3,700 3,030 -2,339 691 22.8 62.6
% of GDP -0.4 -0.8 -0.7 -0.5

9 Discrepancy 2,314 -2.1 0 0 -2,255 2,255
% of GDP 0.6 0.0 0.0 -0.5

Source: MoF

163. Mr. Speaker, expenditure on Compensation of Employees amounted to
GH¢23,394 million, 0.3 percent above the revised target of GH¢23,323 million

and 14.4 percent above the outturn in the corresponding period 2020.

164. Use of Goods and Services amounted to GH¢3,346 million (0.8% of GDP), 39.2
percent below the revised target of GH¢5,504 million. The outturn on a year-to-
year basis, represents a decrease of about 40.0 percent over the 2020 outturn.
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This is in line with the use of the quarterly allotment system to constrain
discretionary expenditures to match revenue inflows.

Mr. Speaker, Capital Expenditure (CAPEX) amounted to GH¢9,074 million (2.1%
of GDP) compared with the revised target of GH¢8,532 million (1.9% of GDP),
reflecting an overrun of 6.3 percent. The higher than programmed performance
is due to the higher Foreign financed CAPEX driven mainly by the faster
disbursement of Project Loans. Domestically financed CAPEX was contained
within target and was below it by 17.4 percent.

Mr. Speaker, Interest Payment, was marginally above the target for the period
by 0.9 percent, totalling GH¢25,394 million against a revised target of GH¢25,158
million. Of this amount, domestic interest payment amounted to GH¢20,576
million, 4.9 percent higher than the revised target, while external interest
payment of GH¢4,818 million was below the programme for the period by 13.2
percent.

Grants to Other Government Units amounted to GH¢11,128 million, 13.7 percent
below the revised target of GH¢12,894 million. The shortfall emanates from the
lower-than-programmed revenue outturn of the tax handles linked to the various
grants.

Mr. Speaker, Other Expenditure comprising mainly Energy Sector Levies (ESL)
transfers and COVID-19-related expenditures amounted to GH¢4,163 million,
23.6 percent below the programmed target of GH¢5,448 million. Of this amount,
COVID-19-related expenditures accounted for GH¢1,892 million. However,
COVID-19 vaccines procured through a loan of GH¢753.8 million are reported as
part of Foreign financed CAPEX. This brings total COVID-19 related expenditures
to GH¢2,646 million against the target of GH¢2,877 million.

Arrears clearance for the period amounted to GH¢2,339 million, 22.8 percent
below the revised target of GH¢3,030 million for the period, as shown in Table
10.

Overall Budget Balance and Financing Operations

Mr. Speaker, as shown in Table 10, Government’s fiscal operations resulted in a
cash deficit of GH¢33,858 million (7.7% of GDP), compared to the revised target
of GH¢32,576 million (7.4% of GDP). The corresponding Primary Balance was a
deficit of GH¢8,464 million (1.9% of GDP) against the target deficit of GH¢7,417
million (1.7% of GDP).

Mr. Speaker, the deficit was financed from both domestic and external sources.

Total Domestic Financing amounted to GH¢20,388 million (4.6% of GDP),
constituting 60.2 percent of the total financing, against the target of GH¢14,061

39



Building a Sustainable Entrepreneurial Nation: Fiscal Consolidation and Job Creation

172.

173.

Table 10: Financing, January-September

million. Total Domestic Financing included drawdowns in Government deposits at
the Central Bank, domestic bond market operations, and other sources of
domestic financing. On the other hand, Foreign Financing amounted to
GH¢13,470 million, against the target of GH¢ 18,514 million. The foreign financing
for the period includes the 2021 Eurobond issued earlier this year. Table 10 gives
summary of financing of Government'’s fiscal operations.

Mr. Speaker, you recall that in 2020, approval was given for Government to use
an amount of GH¢1,204 million in the Contigency Fund from the excess over
Ghana Stabilisation Fund after lowering the cap on the Stabilisation Fund from
US$300 million to US$100 million to fund the Coronavirus Alleviation Programme.
Mr. Speaker, in line with Section 23 (4) of the Petroleum Revenue Management
Act (PRMA), Government is happy to inform you that, as at the end of October
2021, Government has repleninshed the Contigency Fund with an amount of
GH¢660 million. Government opted to use transfers of the excess over the cap
from the Ghana Stabilisation Fund to replenish the Contingency Fund.

Jan-Sept Jan-Sept
2020 2021

Dev

(GHG)

Indicators
(GH¢

million) T

Outturn

Prog.

1 :."ta'. 32,871 41,273 32,576 33,858 1,282 3.9 3.0
inancing
% of GDP 8.6 9.4 7.4 7.7
2 I':?’e'g'.’ 1,816 15,874 18,514 13,470 -5,044 -27.2 641.6
inancing
% of GDP 0.5 36 4.2 3.1
3 I':’.°me'°‘.t'° 31,054 25,399 14,061 20,388 6,326 45.0 -34.3
Inancing
% of GDP 8.1 58 32 46
4 Primary -14,045 -8,745 -7,417 -8,464 -1,047 14.1 -39.7
Balance
% of GDP 3.7 2.0 17 -1.9
5 gg';,“"a' 383,486 439,381 439,381 439,381
Source: MoF

Outlook for End-year 2021
Mr. Speaker, based on the provisional fiscal outturn for January-September, 2021
presented above, projected fiscal outturns for the full 2021 year are as follows:
i. Total Revenue and Grants of GH¢70,347 million (16.0% of GDP), 2.9
percent lower than the revised target for the year. The Ghana Revenue
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Authority (GRA) is, however, stepping up its revenue mobilisation efforts
to achieve the GH¢57,055 million tax revenue target as originally
envisioned in the 2021 Mid-Year Review of Fiscal Policy. Preliminary data
in October indicates a significant narrowing of the cumulative shortfall
in Non-Oil Tax Revenue;

ii. Total Expenditure (including arrears clearance) of GH¢111,645 million
(25.3% of GDP), 1.9 percent lower than the revised target; and

iii. A resulting fiscal deficit of GH¢41,297 million (9.4% of GDP). The
corresponding Primary Balance is projected at a deficit of GH¢8,769
million (2.0% of GDP) as shown in Figure 3

Mr. Speaker, Government remains fully committed to achieving the fiscal deficit
target of 9.4 percent of GDP to drive a faster pace of consolidation that will ensure
that the objective of returning to the Fiscal Responsibility Act (FRA) threshold of
a deficit not exceeding 5 percent of GDP and positive primary balance by 2024 is
achieved.

Figure 3: Fiscal Outlook for 2021

Porj. Outturn EIRev Budget

. - 8,769
Primary Deficit —1 8745

41,297

Budget Deficit 1 41273

111,645
| 113,750

Total Exp. (incl. Arrears clearance)

70,347

Total Revenue & Grants | 72,477

20,000 40,000 60,000 80,000 100,000 120,000
in GH¢ Million

Source: MoF

Public Debt Developments for 2021

Mr. Speaker, the COVID-19 pandemic continues to exert a toll on the global
economy. The cyclical fiscal adjustments effected to save lives and livelihood,
although well-intentioned, have had some negative effects on global debt
developments. According to the IMF’s October 2021 Fiscal Monitor report, global
public debt as a ratio of GDP is expected to decline only slightly from the 98.6
percent of GDP recorded in 2020 to 97.8 percent of GDP in 2021.

Mr. Speaker, coming back home, the provisional nominal debt stock, including
financial sector bailout costs and energy sector IPPs payments, stood at
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GH¢341,762.7 million (US$58,239.8 million) as at end-September 2021, from
end-December 2020 stock of GH¢291,630.7 million (US$50,832.4 million).
Expressed as ratios of nominal GDP, the end-September 2021 debt stock was
77.8 percent when the cost of the financial sector bailouts and energy sector IPP
payments are included, but 72.0 percent when they are excluded.

Mr. Speaker, the elevation in the debt stock in 2021 arising from the impact of
the COVID-19 pandemic seemed to be stabilising as at end-September 2021.
Without any further large issuances expected to take place before the end of the
year, we expect a tapering of the debt dynamics.

The composition of public debt comprises external debt of GH¢163,652.2 million
(US$27,888.0 million) and domestic debt of GH¢178,110.5 million (US$30,351.8
million) as shown in Figure 4. This represents a foreign-domestic share split of
47.9 percent and 52.1 percent, respectively.

Figure 4: Public Debt Stock (in GH¢ Billion)

I External Debt [ Domestic Debt
Total Debt/GDP « « o« « Total Debt/GDP (without bailout)
#  Total Debt 76.1% 77.8%

54.2%

2017 2018 2019 2020 Sept. 2021 Prov.

Source: MoF

2021 International Capital Funding Programme

Mr. Speaker, this Honourable House granted approval for Government to raise
US$3,000.0 million from the International Capital Market (ICM), with the option
to increase the amount to US$5,000.0 million based on favourable market
conditions. The various options for raising the said amount included Eurobonds,
sustainable bonds, diaspora bonds, and/or syndicated loans.

Mr. Speaker, in line with this, Government issued a 4-tranche Eurobond with a
face value of US$3,025.0 million in March 2021 on the ICM. Significant in the
issuance was the innovative zero-coupon bond, which is a market response to
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the creation of a medium-term fiscal space, while Government revitalises the
economy through the Ghana CARES ‘Obaatanpa’ Programme (See Table 11 for
details of the transaction).

Table 11: Transaction Details

Bond Type Conventional (Coupon Paying)

Maturity Date 25-Apr 29-Apr Apr-34 May-42
Issue Size US$525m US$1,000m US$1,000m | US$500m
Weighted
Average Life 4 years 7 years 12 years 20 years
(Yrs.)
Coupon (%) Zero 7.75% 8.63% 8.88%
Repayment Bullet 3 Equal Instalments in Final 3 Years
Order Book Peak Orders in excess of US$6,000m
Subscription ~2X
Source: MoF

181.  Mr. Speaker, Government, through the 2021 Eurobond programme, bought back
US$117.3 million of the 2023 maturing Eurobonds and used an amount of
US$1,300.0 million for domestic and external liability management operations.
The remaining Eurobonds proceeds were used to support the implementation of
the 2021 Budget.

182.  Mr. Speaker, the success of this historic Eurobond transaction reflects Ghana’s
ability to raise multi-billion-dollar financing. It is also a testament to Ghana’s hard-
won credibility with investors, underpinned by solid growth prospects and
disciplined fiscal consolidation efforts since 2017. In addition, the transaction
marks the first and largest sub-Saharan African Sovereign USD bond issuance
since the onset of COVID-19 pandemic, and enhances the nation’s market access
through the pioneering, innovative use of a zero-coupon tranche.

Sustainable Financing Framework under the ICM Programme

183.  Mr. Speaker, barely 9 years to the Agenda 2030 deadline, Government, in spite
of the progress made with the Sustainable Development Goals, is keenly
reminded of how much more is left to be done and the magnitude of resources
required to enable us to attain the Sustainable Development Goals holistically.

184.  Mr. Speaker, to accelerate and guide the process, Government has developed a
Sustainable Financing Framework (SFF) to provide the appropriate vehicle for the
country to incorporate sovereign Sustainable Financing instruments into its
capital markets borrowing programme.
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Mr. Speaker, the Sustainable Financing Framework and the Second Party Opinion,
which reflects an independent opinion on the alignment of the Framework with
current market standards, have been published on the Ministry of Finance website
and we encourage our international and local private sector partners to review
and engage Government on it as we navigate the decade of action and crank up
our national efforts to accelerate climate change mitigation, and adaptation.

Mr. Speaker, another objective is to diversify Ghana'’s investor base and financing
sources. In this vein, Government would like to take this opportunity to affirm its
commitment to the tenets and principles of ESG financing.

Developments in Credit Rating Actions for 2021

Mr. Speaker, the global episode of credit stress brought about by the COVID-19
pandemic and its attendant rating downgrades persisted in 2021, albeit at a
subdued pace, on account to increased measures to combat the impact of the
pandemic. This is again partly explained by the steady rollout of COVID-19
vaccines worldwide, although with significant disparities among countries.

Mr. Speaker, Ghana’s ratings remained relatively stable in 2021 mainly due to the
robust measures initiated by Government in 2020 to address the COVID
situation—including a credible fiscal consolidation plan and a steady progress in
vaccine rollout which have resulted in a quicker pace of economic rebound.

Mr. Speaker, for 2021, three (3) rating actions have so far been conducted on
Ghana. On 22nd June, 2021, Fitch Ratings revised Ghana’s Long-Term Foreign-
Currency Issuer Default Rating (IDR) outlook to negative from stable and
affirmed the IDR at “B”. In September 2021, Moody’s and S&P affirmed Ghana'’s
ratings at B3 and B-, respectively, and also maintained Ghana’s outlook at
negative and stable, respectively.

As summarised in Table 12, Ghana is currently rated B3 with a negative outlook
by Moody’s, B- with a stable outlook by S&P, and B with a negative outlook by
Fitch.

Table 12: Ghana’s Current Credit Ratings

Rating Rating

Ghana's long-term issue & senior
Moody's Negative unsecured bond ratings maintained at
B3 & outlook at negative

Ghana's long-term foreign & local
S&P B- Stable currency sovereign credit ratings
maintained at B- with stable outlook
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Ghana's Long-Term Foreign-Currency

B IDR at B with negative outlook

Fitch Negative

Source: MoF

Ghana Stock Exchange Performance for 2021
Equity Market Performance in 2021

191.  Mr. Speaker, as shown in Figure 5, the Ghana Stock Exchange’s equities market
main indices—GSE Composite Index (GSE-CI) and the Financial Stock Index
(GSE-FSI) — rallied strongly to close the period with a year-to-date gain of 47
percent and 15 percent, respectively, as at end-September 2021. The GSE-CI is
on track to record one of its best years in the Exchange’s history. For the review
period, the GSE was also recognised as the best performing market in Africa.

192. Despite the uncertainty surrounding the global capital markets, the GSE
continued its run of impressive performance from last year through this year to
record 400 million and GH¢411 million in volume and value traded, respectively.

193. The outstanding performance of the index was because of price appreciation
across the breadth of the market. These included FML (198%), SOGEGH (95%),
MTNGH (94%), GGBL (83%), TOTAL (64%), EGL (64%), BOPP (43%), GCB
(33%), SCB (25%), GOIL (13%), and CAL (7 %), among others.

194.  The participation of domestic investors has also increased to 32 percent from 16
percent recorded in 2020. However, foreign investors continued to dominate
trading on the market, accounting for 68 percent and 74 percent of value and
volume traded, respectively.

Figure 5: Ghana Stock Exchange Equity Market

Source: MoF
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Ghana Fixed Income Market Performance for 2021

The year 2021 has been an excellent one for the Ghana Fixed Income Market
(GFIM). The market is likely to double the 2020 traded value of GH¢108.4 billion.
As at the end of September 2021, the market has traded GH¢155 billion, which
is already 43 percent more than the 2020 total annual value traded, giving a
cumulative total traded value of GHg409.5 billion since inception of the market in
2015.

Out of the GHg155 billion traded, GH¢17.2 billion were trades done on the
corporate bonds market, which represented 11 percent of the total trades. The
end-September 2021 performance was a 1.9 percent improvement over the
corporate debts traded in the same period in 2020.

As at end-September 2021, liquidity on the market has increased by 96.0 percent
compared to 63.6 percent during same period last year. Figure 6 below illustrates
the performance of the market since its inception in August 2015 to September
2021.

Figure 6: Volume Traded on the GFIM (Million)

25 206 2m7 208 e 2020 JAN-SEFT 2021

Source: MoF

In the latest publication of the Absa Africa Financial Market Index 2021, Ghana
ranked 4% out of the 23 ranked financial markets. This indicates that the market
is geared to grow and develop amidst the competition from the other markets in
the sub-region.

The Absa Africa Financial Markets Index assesses countries based on six pillars:
market depth; access to foreign exchange; market transparency, tax, and
regulatory environment; capacity of local investors; macroeconomic opportunity;
and enforceability of financial contracts. These are areas where Ghana is
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performing admirably and has been internationally recognised as a haven for
investment as a result.

Petroleum Receipts and Utilisation in 2021

200.  Mr. Speaker, total crude oil production for January to September 2021 was 41.53
million barrels. Greater Jubilee output was 19.94 million barrels, Tweneboa-
Enyenra-Ntomme (TEN) was 9.48 million barrels, and Sankofa-Gye Nyame (SGN)
was 12.12 million barrels, representing 48.0 percent, 22.8 percent, and 29.2
percent of the total output, respectively, as shown in Table 13.

Table 13: Total Crude Oil Production (Jan-Sept 2021) in Barrels

No Month Jubilee TEN SGN Total
’ Production Production Production Production

1| Jan-21 2,255,226 1,226,811 1,500,247 4,982,284
2 | Feb-21 1,975,758 1,070,128 1,315,371 4,361,257
3| Mar-21 2,102,802 1,199,090 1,399,778 4,701,670
4| Apr-21 2,155,621 1,093,932 1,382,376 4,631,929
5| May-21 2,182,699 1,121,622 1,402,449 4,706,770
6 | Jun-21 2,109,221 972,682 1,302,046 4,383,949
7 | Jul-21 2,379,739 967,207 1,284,008 4,630,954
8 | Aug-21 2,389,790 949,750 1,314,393 4,653,933
9| Sep-21 2,389,622 875,267 1,214,873 4,479,762

Total 19,940,478 9,476,489 | 12,115,541 | 41,532,508

Source: GNPC
201. The Q1-Q3 2021 crude oil production of 41.53 million is 19.2 percent lower than
the production of 51.43 million barrels for the same period in 2020. The reduction
in crude oil production is because of the adverse impact of the Covid-19 pandemic
on upstream operations in 2020 which caused the Greater Jubilee and TEN Fields
approved work programme for 2020 to be deferred to 2021.

202.  Mr. Speaker, out of the total crude oil production achieved for January to
September 2021 of 41.53 million barrels, 7.59 million barrels, made up of 3.84
million barrels from the Jubilee field, 1.89 million barrels from TEN field and 1.85
million barrels from SGN field were lifted by the Ghana National Petroleum
Corporation (GNPC) on behalf of the State.

Petroleum Receipts for Jan-Sept 2021

203.  Mr. Speaker, total receipts from crude oil liftings by GNPC for January-September
2021 was US$496.88 million (GH(2,867.28 million), comprising the 58t - 61t
Jubilee liftings, 18t -19t TEN liftings, and the 7t - 8t liftings from the Sankofa
Gye-Nyame field, as shown in Table 14.

Table 14: Petroleum Receipts from Jan-Sept 2021 Liftings
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Jubilee
Liftings
1 X}?:#tme barrels 3,844,097 1,892,070 1,853,127 7,589,294
o | Seling 1 cq 62.56 67.98 69 66.442
Price
Pricing
3 | Option | US$ 0.0725 0.05 - 0.06
Fees
4a | Value | US$ 240,847,990 128,723,697 127,304,415 496,876,102

4b | of Lift | GH¢ 1,388,099,928 | 743,777,632 | 735,404,643 | 2,867,282,203
Source: GNPC

204. A total of 77,196.45 MMscf of gas was delivered for power generation and non-
power gas users between January and September 2021, of which 48,143.47
MMScf was from SGN Field, 26,548.81 MMScf from Greater Jubilee Field and
2,504.17 MMScf from TEN Field. This translates to an average daily gas export of
282.77 MMScf compared to the annualised daily target of 278.04 MMScf which is
1.70 percent above target. GNPC transported a total of 26,548.81 MMscf of gas
from the Jubilee field to the Ghana National Gas Company Atuabo Gas Processing
Plant for power generation. An additional 48,143.47 MMScf of gas was
transported from the SGN Field to power producers via the Onshore Receiving
Facility (ORF) for power generation as well.

205.  Total petroleum receipts (i.e. proceeds from liftings and other petroleum receipts)
for January to September, 2021, was US$618.46 million (GH¢3,627.47 million),
as shown in Table 15. This compares with the receipts of US$387 million
(GH¢2,151.58 million) for the same period in 2020.

Table 15: Petroleum Receipts from all Sources (Jan-Sept 2021)

OTHER

Royalties USs$ 67,055,728 33,434,726 65,699,704 - 166,190,159
Carried and

2 Participating uS$ 173,792,262 95,288,970 61,604,710 - 330,685,943
Interest

3 | Corporate US$ - - - 120,741,337 120,741,337
Income Tax
Surface Rentals | US$ - - - 826,816 826,816

5 PHF Income US$ - - - 19,217 19,217
Total uUSss$ 240,847,990 128,723,697 | 127,304,415 | 121,587,370 618,463,472
Petroleum

Receipts GH¢ | 1,412,645,717 | 755,003,099 @ 746,678,585 | 713,146,401 3,627,473,801
Source: MoF & BoG

206.  Mr. Speaker, actual petroleum receipts for the first nine months of 2021 was

US$618.46 million as shown in Table 16. This is higher than the realised receipts
of US$387 million for the same period in 2020 by US$231.46 million. The surge
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in receipts was mainly because of a higher average achieved crude oil price of
US$65.47, compared to US$44.19 for the same period in 2020.

207. The Carried and Participating Interest contributed the highest (53.5%) to total
petroleum receipts for the period, followed by Royalties (26.9%), and Corporate
Income Tax (19.5%) as shown in Figure 7. The rest including Surface Rental
contributed only 0.13 percent to petroleum receipts for the period.

208.  Mr. Speaker, there were no receipts from gas royalties for the period under
review.
Figure 7: Petroleum Receipts from all Sources (Jan-Sept 2021)

Corporate Income Surface Rentals
Tax,1952% / 013%

Royalties, 26.87%

Source: MoF & BoG

Table 16: Analysis of Petroleum Receipts (US$Mn)

Deviation
(2021 &
2020

Jan-Sep Jan-Sep Jan-Sep Jan-Sep Jan-Sep

Royalties US$Mn 208.66 187.65 78.99 166.19 87.21
Jubilee US$Mn 75.91 70.32 41.00 67.06 26.06
TEN US$Mn 69.72 47.33 37.99 33.43 -4.56
SGN US$Mn 63.03 70.00 0.00 65.70 65.70

Carried and Participating Interest | US$Mn 395.43 317.15 214.52 330.69 116.16
Jubilee US$Mn 196.74 182.26 106.25 173.79 67.54
TEN US$Mn 198.69 134.89 108.27 95.29 -12.98
SGN US$Mn 0.00 0.00 0.00 61.60 61.60

Surface Rentals US$Mn 0.70 0.66 0.69 0.83 0.13

Corporate Income Tax US$Mn 117.61 161.25 92.28 120.74 28.46

PHF income US$Mn 1.15 1.70 0.34 0.02 -0.32

Gas Royalties US$Mn 0.00 0.00 0.00 0.00 0.00

Gas Carried and Participating | ;gemn 0.00 0.00 0.00 0.00 0.00

Interest

Interest on Late Payment on TEN | US$Mn 0.00 0.00 0.18 0.00 -0.18

Total Petroleum Receipts US$Mn 723.55 668.41 387.00 618.46 231.46

GH¢MN 4,022.69 | 3,716.15 | 2,151.58 | 3,627.47 1,475.89

Source: MoF
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Petroleum Distribution for Jan-Sept 2021

209.  Mr. Speaker, Section 4 of the PRMA (Amendment), 2015 (Act 893) requires that
not more than 70 percent of the Benchmark Revenue shall be paid into the Annual
Budget Funding Amount (ABFA) and not less than 30 percent shall be paid into
the Ghana Petroleum Funds (GPFs). Out of the amount transferred into the GPFs,
the Ghana Heritage Fund (GHF) receives not less than 30 percent, with the rest
transferred into the Ghana Stabilisation Fund (GSF).

210.  Mr. Speaker, the 2021 (January-September) petroleum receipts were distributed
based on the provisions of the PRMA (as amended). Out of the total petroleum
receipts of US$618.46 million for the period under review, US$590.82 million was
distributed to the allowable designated accounts in line with the provisions of the
PRMA.

211.  Of the amount of US$590.83 million distributed, the National Oil Company (GNPC)
was allocated a total of US$161.51 million, made up of Equity Financing Cost of
US$110.03 million and GNPC’s share of the net Carried and Participating Interest
of US$51.48 million as shown in Table 17.

Table 17: Distribution of Petroleum Receipts Jan-Sept, 2021

Jubilee

1 | Transfer to GNPC Mn 73.97 58.77 28.77 161.51
1.1 o/w Equity Financing cost | US$ Mn 52.21 43.11 14.70 110.03
o/w Net Carried and
1..2 | Participation US$ Mn 21.76 15.65 14.07 51.48
Interest
GoG Net Receipts for
Distribution to ABEA and GPFs US$ Mn 140.32 144.45 144.53 429.31
2.1 ABFA ;f’f 98.23  101.12  61.29 260.64
US$
2.2 GPFs Mn 42.10 43.34 83.24 168.67
2.2.1 o/w GSF US$ Mn 29.47 30.33 58.27 118.07
2.2.2 o/w GHF US$ Mn 12.63 13.00 24.97 50.60
Us$ 21429  203.23  173.30 590.83
Mn
3 | Total Payments GH¢
Mn 1,256.89 1,191.99 1,016.48 3,465.35

Source: MoF

212.  The ABFA received a total of US$260.64 million to support the Budget, while the
GPFs received US$168.67 million, which were distributed in the ratio of 7:3 in line
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Table 18: ABFA Utilization by Priority Area for Jan-Sep 2021 in GH¢ Mn)

with the PRMA, with the GSF receiving US$118.07 million and the GHF US$50.60
million.

ABFA Allocation and Utilisation

The ABFA allocations were made in line with Section 21(4) of the PRMA, which
requires that at least 70.0 percent of ABFA is used to fund public investment
expenditures. Consequently, of the total allocation of GH¢1,528.72 million
(US$260.64 million), GH¢1,070.10 million (US$182.45 million) was earmarked for
Capex and GH¢458.61 million (US$78.19 million) for Goods and Services.

Mr. Speaker, in terms of actual utilisation, an amount of GH¢1,420.04 million,
representing 92.89 percent of the end-September 2021 allocation of
GH¢1,528.72 million and 54.9 percent of the annual 2021 ABFA Budget provision
of GH¢2,585.10 million, was utilised at the end of September 2021.

Table 18 provides a summary of utilisation by the priority areas. Details of the
projects that benefitted from the ABFA allocation for the period under review can
be found in the Appendix 9 of the Annual Report on the Petroleum Funds for
2021.

. Actual Utilisation % of Budget
Priority Area 2021 Budget GH¢Mn GHEMn Utilised
1 | Agriculture 10 2.93 29.3%
» | Education and Health 808.61 412.76 51.0%
Service Delivery
3 | Roads, Rail and Other 1,385.00 828.64 59.8%
Critical Infrastructure
Industrial 0
4 Development 17.21 13.48 78.3%
Sub-Total 2,220.82 1,257.82 56.6%
5 | Ministry of Finance 364.28 162.22 44.5%
o/w PIAC 2.37 2 84.4%
o/w GIIF 361.91 160.22 44.3%
6 | Total 2,585.10 1,420.04 54.9%

Source: MoF
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SECTION FOUR: MEDIUM-TERM OBJECTIVES AND
TARGETS

Government’s Medium-Term Vision and Objectives

Mr. Speaker, Ghana is yet to fully recover from the economic scarring effects of
the COVID-19 pandemic. The economic and social fallouts from the pandemic
have been severe, impacting lives and livelihoods through the loss of lives, global
supply-chain disruptions, job losses, inflationary pressures, revenue loss to
Government, rising Government expenditures to improve health systems and
accommodate other virus containment measures, and worsening levels of public
debt, among others.

Mr. Speaker, the African Development Bank (AfDB) estimates that more than 30
million Africans fell into extreme poverty in 2020 and nearly 39 million are likely
to do so in 2021. These are the stark realities that we must contend with and
deal with decisively as policy makers.

Mr. Speaker, with almost a decade of significant economic progress wiped away
from the pandemic’s scarring, countries are left with no other choice but to
navigate through these unchartered territories for a few more years.

Mr. Speaker, Government is very much aware of its mandatory obligation under
Article 36(1) of the 1992 Constitution to take all necessary action to ensure that
the national economy is managed in such a manner as to:
i.  maximize the rate of economic development;
ii. secure the maximum welfare, freedom, and happiness of every person in
Ghana; and
iii. provide adequate means of livelihood and suitable employment and public
assistance to the needy.

Mr. Speaker, to fulfil this crucial mandate, Government has drafted a new
Medium-Term National Development Policy Framework, 2022-2025 as a
successor to the current Medium-Term National Development Policy Framework
(MTNDPF) — An Agenda for Jobs: Creating Prosperity and Equal Opportunity for
All (2018-2021) — to provide the overall framework for medium-term economic
recovery and transformation of the country.

Mr. Speaker, more specifically, Government prepared the GhanaCARES
Programme as a direct response to COVID-19 pandemic to revitalise and
transform the economy to enable us “build forward better”. Government will
continue to support the productive sectors of the economy as well as the
vulnerable through the implementation of the GhanaCARES (Obaatanpa)
Programme, Government’s key flagship interventions, and targeted social
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intervention programmes. The protection of lives and livelihood is still of the
highest priority, even as we recover from the pandemic.

222. Mr. Speaker, the medium-term development objectives are to:

i.  Build a prosperous country;

ii. Create opportunities for all Ghanaians;

iii. Safeguard the natural environment, including addressing climate change
issues and ensure a resilient built environment;

iv.  Maintain a stable, united, and safe country;

v. Build back a resilient and robust country with strengthened adaptive
capacity for withstanding national and global threats of different
dimensions (including COVID-19); and

vi. Improve delivery of development outcomes at all levels.

223. Government’s medium-term revitalisation and transformation agenda will
continue to be supported by:

i. a strong agricultural modernisation agenda;

ii. industrialisation & manufacturing programme;

iii. the AfCFTA programme;

iv.  an aggressive FDI promotion drive;

v. astrong digitalisation drive for more efficient and effective service delivery
and formalisation of the economy; and

vi. the promotion of Ghana as a regional hub for financial services,
automotive industry, manufacturing, petrochemical industry, and logistics.

224.  Mr. Speaker, the broad macroeconomic goals to support the medium-term
objectives include:

i.  Restoration and sustainability of macroeconomic stability with a focus on
fiscal and debt sustainability;

ii. Maintaining a good balance between the implementation of the
revitalisation and transformation programme and fiscal consolidation to
promote growth within a stable macroeconomic environment;

iii.  Providing a supportive private sector environment (including promoting
entrepreneurship) for domestic businesses and for FDI to thrive;

iv.  Building a robust financial sector to support growth and development; and

v.  Deepening structural reforms to make the machinery of Government work
more efficiently and effectively to support socio-economic transformation.
In particular, implement reforms to increase revenue mobilization and the
efficiency of public expenditures.

225.  Mr. Speaker, the following areas will be prioritised in 2022:

i. COVID-19 containment and vaccination to protect lives and livelihoods
and attain herd immunity;
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226.

227.

228.

229.

vi.
Vil.

Fiscal consolidation to promote fiscal and debt sustainability. Key planks
include reduced borrowing, increased domestic revenue mobilisation,
rationalising expenditures, and enforcing commitment control;

Continued revitalisation and transformation of the economy to ‘build
forward better” through the GhanaCARES Programme, Government
Flagship programmes, and the Agendalll;

Youth development and empowerment, and Job Creation Agenda;
Building an entrepreneurial state;

National Security (both domestic and regional); and

Social Interventions Programmes (Housing, Training & Retraining, LEAP,
NAELP).

2022 and Medium-Term Overall Macroeconomic Targets
Mr. Speaker, guided by the medium-term policy objectives, the following
macroeconomic targets are set for the medium-term (2022-2025):

i

ii.
iil.
iv.
V.

Vi.

Overall Real GDP to growth at an average rate of 5.6 percent;

Non-Oil Real GDP to grow at an average rate of 5.9 percent;
End-December Inflation to be within the target band of 8+2 percent;
Primary Balance to return to the Fiscal Responsibility Act threshold target
by 2022 — i.e. a positive primary balance

Overall fiscal balance to return to the Fiscal Responsibility Act threshold
target by 2024—i.e. fiscal deficit of not more than 5 percent of GDP; and
Gross International Reserves to cover at least 4 months of imports.

Mr. Speaker, based on the overall macroeconomic objectives and the medium-
term targets, the following macroeconomic targets are set for the 2022 fiscal

year:
i
ii.
iii.
iv.
V.
Vi.

Overall Real GDP growth of 5.8 percent;

Non-Oil Real GDP growth of 5.9 percent;

End-December inflation rate of 8 percent;

Fiscal deficit of 7.4 percent of GDP;

Primary surplus of 0.1 percent of GDP; and

Gross International Reserves to cover not less than 4 months of imports.

Mr. Speaker, I will now provide the detailed outlook in the Real, Fiscal, External
and Monetary Sectors of the economy.

2022 and Medium-Term Real Sector Outlook

Overall GDP Growth

Mr. Speaker, overall Real GDP is estimated to grow at 4.4 percent in 2021. Over
the medium-term covering the period 2022-2025, Real GDP is projected to grow
at an average of 5.6 percent—with yearly growth rates of 5.8 percent, 5.4
percent, 5.3 percent, and 6.0 percent in 2022, 2023, 2024, and 2025,
respectively.
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230.  Mr. Speaker, Real GDP (excluding the oil and gas sector) is estimated to grow at
5.9 percent in 2021, and also projected to grow at an average of 5.9 percent over
the medium-term—with yearly growth rates of 5.9 percent, 5.7 percent, 5.8
percent, and 6.1 percent in 2022, 2023, 2024, and 2025, respectively. The
projected overall and non-oil Real GDP growth rates are shown in Table 19.

Table 19; Oil and Non-0Oil GDP Growth Projection in Ghana, 2021-2025

(Percent)

1 | Real GDP 4.4 5.8 5.4 5.3 6.0

2 | Non-Oil GDP 5.9 5.9 5.7 5.8 6.1
Source: MoF, 2021

Sectoral GDP Growth
Agriculture

231.  Mr. Speaker, the Agriculture sector is expected to grow at 5.3 percent in 2021
and maintain the same growth rate in 2022. Over the medium-term, the sector
growth is expected to stabilise at 5.5 percent from 2023 to 2025. The sector’s
growth is expected to be mainly driven by supportive interventions in the Crops
and Fishing sub-sectors, boosted by the “Planting for Food & Jobs” Programme.

Industry

232.  Mr. Speaker, the Industry sector is expected to contract by 0.5 percent in 2021,
based on sharp declines in petroleum and gold production. The seemingly
negative growth in gold production largely emanates from the use of gold exports
to proxy gold production due to lack of data on gold production. The Sector,
however, is expected to recover sharply with a growth of 6.3 percent in 2022.
The recovery is expected to be sustained and robust with an average medium-
term growth of 5.9 percent, based on yearly performances of 5.6 percent, 5.0
percent, and 7.1 percent in 2023, 2024, and 2025, respectively.

233.  An anticipated recovery in the Mining and Quarrying subsector, which includes
petroleum, is expected to significantly contribute to the overall recovery of
Industry. The sub-sector is expected to record an improved growth performance
of 6.5 percent in 2022, from the expected contraction of 10.5 percent in 2021,
as a result of turnarounds in the production of oil and gas, as well as gold. First
Oil from the Pecan field is expected in 2024, with a ramp-up of production
occurring the following year in 2025. As a result, the Mining and Quarrying sub-
sector is projected to grow by 4.3 percent, 2.5 percent, and 8.5 percent in 2023,
2024, and 2025, respectively.
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Services

234.  Mr. Speaker, the Services sector is projected to grow at 8.3 percent in 2021, and
5.6 percent in 2022. The sector was severely hit by the pandemic, but a pre-
pandemic growth path is expected to be swiftly restored over the medium-term.
The sector is expected to record an average growth rate of 5.4 percent over the
medium-term, based on yearly growth rates of 5.2 percent, 5.4 percent, and 5.5
percent in 2023, 2024, and 2025, respectively, as shown in Figure 8.

235.  Services Sector performance over the medium-term is expected to be broad-
based, led by strong average growth performances in Information and
Communication (8.6%), Hotels and Restaurants (6.7%), Education (6.3%), and
Real Estate (6.0%).

Figure 8: Sectoral Real GDP Growth, 2021-2025 (percent)
9.0
8.0
7.0
6.0
e 4.0
a 3.0
2.0
1.0
0.0
-1.0
2021 2022 2023 2024 2025
B Agriculture 5.3 5.3 5.5 5.5 5.5
Industry -0.5 6.3 5.6 5.0 7.1
M Services 8.3 5.6 5.2 5.4 5.5

Source: MoF, 2021
Structure of the Economy (2021-2025)

236.  Mr. Speaker, the Services sector (48.7%) is expected to remain the dominant

sector over the medium-term in terms of percentage share to overall national
output with a share of 48.7 percent, followed by Industry and Agriculture with
30.7 percent and 20.6 percent, respectively. The expected sector shares are
shown in Figure 9.

Figure 9: Sector Distribution of GDP, 2021-2025
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237.

238.

239.

240.

2021 and Medium-Term Monetary and External Sector Outlook
Monetary policy will continue to hinge on sustaining price stability with a view to
firmly anchor inflation expectations and create conditions favourable to growth.
Inflation is expected to return to the medium-term target band in the near-term,
despite the successive upticks in July through September 2021, and should
remain within the target band over the medium-term. However, continued rise in
food prices, upward petroleum price adjustments and its possible second-round
effects on the non-food basket, and pass-through effects of exchange rate
depreciation could pose upside risks to the inflation outlook.

In line with developments in the year through September 2021, growth of the
monetary aggregates is projected to moderate in 2021 and remain stable in the
medium-term under the baseline assumption of zero monetary financing, while
private sector credit recovers gradually to pre-pandemic levels.

In the external sector, the trade account is projected to close the year with a
lower surplus on account of lower gold export receipts due to the declining
volumes of exports. Moreover, increased economic activity is expected to drive
up demand for both non-oil and oil imports, partly contributing to the lower trade
balance. These developments in the trade account coupled with higher interest
payments are expected to widen the current account deficit in 2021 relative to
levels recorded in 2020. On the other hand, the capital and financial account is
projected to record significant net inflows, sufficient to finance the current
account deficit and significantly improve the overall balance of payment outturn.

2022 AND MEDIUM-TERM FISCAL FRAMEWORK

Mr. Speaker, strengthening the credibility of our fiscal consolidation programme
remains the topmost priority of fiscal policy in 2022 and the medium-term. Since
the outbreak of the COVID-19 pandemic in 2020, fiscal policy has been deployed
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241.

242.

243,

244,

245,

246.

at unprecedented magnitudes to save and protect lives and livelihoods. While
these interventions achieved the goal of protecting and saving lives and
livelihoods, they have been costly, particularly given the direct impact on public
debt levels.

Mr. Speaker, year 2022 and the medium-term offer an opportunity to reinforce
Government’s commitment once again to the fiscal and debt sustainability agenda
which commenced this year through continued structural fiscal reforms,
legislation of new revenue policy initiatives, particularly on the back of
Government’s massive digitalisation drive, and expenditure rationalisation and
reforms, among others.

Mr. Speaker, demand side growth drivers continue to rely on public sector
consumption and capital formation, as the private sector continues to recover
from the effects of the pandemic. As a result, Government will continue to support
the implementation of critical and targeted growth-oriented flagship programmes
in addition to the GhanaCARES (Obaatanpa) Programme without compromising
on its fiscal consolidation agenda.

Mr. Speaker, Government remains optimistic about prospects for the economy
should the virus containment measures through effective vaccination continue
smoothly. This will eliminate the risk of derailment of our consolidation agenda
and ensure a quicker return to the Fiscal Responsibility Act (FRA) deficit threshold
of 5 percent of GDP by 2024 and a primary surplus by 2022.

Summary of Medium-Term Fiscal Framework

Mr. Speaker, Government’s medium-term fiscal strategy starting in year 2022,
puts Ghana on course to achieve a reasonable primary surplus to stabilise debt
in the medium-term which will, over time, reduce borrowing costs. The budget
deficit, including energy sector IPPs payments and financial sector clean-up costs
in 2022, is projected at 7.4 percent of GDP down from an estimate of 12.1 percent
for 2021, representing a deep and bold fiscal consolidation of 4.7 percentage
points in just one year. The fiscal deficit is projected to further narrow to 5.5
percent in 2023 and then to 4.5 percent in 2024, below the Fiscal Responsibility
Act (FRA) threshold of 5 percent of GDP as shown in Table 20.

Mr. Speaker, the fiscal position was strong before the pandemic hit. While a
temporary increase in spending was necessary to protect lives and livelihoods,
the medium-term policy stance is focused on consolidating the public finances to
support macroeconomic stability to avoid entering a debt spiral.

Mr. Speaker, narrowing the budget deficit to constrain the rising public debt level
requires strengthening domestic revenue mobilisation and continued restraint in
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the pace of expenditure growth, as well as strict enforcement of commitment
controls in line with the Public Financial Management, 2016 (Act 921).

Table 20: Summary of Central Government Fiscal Operations (2021-2025)
2023 2024 2025

2022
Budget | Proj. | _Proj. | _ Proj. |

Total Revenue &
1 | Grants 100,517 112,406 129961 144,681
% of GDP 20.0 20.0 20.5 20.3
% Change 42.9 11.8 15.6 11.3
2 Total Expenditures
(incl. arrears) 137,529 143,516 158,337 174,545
% of GDP 27.4 25.5 25.0 24.5
% Change 23.2 4.4 10.3 10.2
Overall Fiscal
Balance (incl.
3 Finsec Bailout & IPP -37,012 -31,110 -28,376 -29,865
Cost)
% of GDP -7.4 -5.5 -4.5 -4.2
Primary Balance
4 (incl. Finsec Bailout 435 7,135 12,937 14,090
& IPP Cost)
% of GDP 0.1 1.3 2.0 2.0
5 Total Financing 37,012 31,110 28,376 29,865
% of GDP 7.4 5.5 4.5 4.2
6 . Domestic 27,921 20,170 28,079 29,049
Financing
% of GDP 5.6 3.6 4.4 4.1
7 Foreign 4,551 10,941 296 816
Financing
% of GDP 0.9 1.9 0.0 0.1
Exceptional
8 financing (IMF 4,540
SDR)
% of GDP 0.9
9 Nominal GDP 502,430 563,175 634,443 712,203
Memo Items
Overall Fiscal Balance
6 (excl. Finsec Bailout & -31,988 -26,504 -23,842 -25,427
IPP Cost)
% of GDP -6.4 -4.7 -3.8 -3.6
Primary Balance (excl.
7 Finsec Bailout & IPP 5,459 11,740 17,471 18,528
Cost)
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2022 2023 2024 2025
Budget | Proj. | Proj. | Proj. |

% of GDP ‘ 1.1 ‘ 2.1 ‘ 2.8 ‘ 2.6 ‘

Source: Ministry of Finance

247.

Supportive Policy Measures

Mr. Speaker, Government is, therefore, proposing for the consideration and
approval of the House, fiscal 