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Overview of Our Economic Agenda

With a decisive election victory, the people of Ghana have given President Nana Akufo-A d d o @ministration a
solid platform and a resounding mandate to restore fiscal consolidation, boost confidence in the economy and
drive growth and job creation

Entrench Fiscal Sustainability and Macro Economic Stability

O

Foster Enabling Environment for Inclusive Growth
Aemphasis on production a

‘ “ Enhance Ghana's Overall Competitive Position

ed taxation



What We Aim to Achieve In the Medium Term (2017- 2019)

[ Going forward, every single fiscal decision taken will factor in our five pillars of economic management ]
xpenditure Debt : Cappi f
Wage Bill pping o
REVERIE TR Management Management Managgement Earmarked Funds
<
||| U =<

Our aim is to achieve below listed targets by 2019 |

Average

Private GDP

Import Sector

Growth

Inflation Cover
Jobs
7.4%

8 + 2% 3.5x Creation
months 1 mn+

Built on the foundation of a more Competitive and Efficient Ghana 6

Source: Ministry of Finance



Paradigm Shift in Approach to Economic Management

We plan to restore faith with our investors and development partners ]

Our Administration has won a unique
mandate to restore hope and deliver a \
brighter future for Ghana. We have Effective Policy
put in place: Implementation

\/ Experienced and capable economic
management team

\/ Ambitious agenda to delivered
required change

\/ Framework to make the machinery _
of government work more Credibility
efficienctly



(7))
@]
@)
™
[®)
-
©
-
+—
=
@)
S
Q)
-
@)
Y
(7))
©
)
()]
0p)
(@))
=
=
@)
0p]
e
S
©
=
S
o
LL
(@))
=
@)
Q)

2.




Going Forward: 2017 Budget

3.5x

Inflation Months of \
Year End { Der

Import Cover Leun

Commodity Price Assumptions | 2016 Outturn 2017 Budget Shange
Ghe 1 o Gop clie % GDP %
million million
2017 Revenues and 20.0 221 335

Grants 33,678 . 44,962 . .
56.14
sl Expenditures 51,125 30.3 54,394 28.6 13.7
51.79 Fiscal Balance (14,732) (8.7) (13,176) (6.5) (10.6)
million barrels

Total Financing 13,145 7.8 13,176 6.5 (0.2)

2,440.0
US$/tonne Domestic 10,185 6.0 14,493 7.1 42.3
Foreign 2,960 1.8 (1,317) (0.6) (144.5)
1,204.0
US$/ounce ) }
Divestitures 1,829 0.90 N/A

* 2017 domestic financing includes domestic financing, petroleum funds and sinking fund

2016

Oil Price 45.2
US$/bbl
. ) 35.72
Oil Production million barrels
3,094.5
Cocoa Beans USS$/tonne
1,260.6
Gold US$/ounce

Source: Ministry of Finance 9




Achieving the 2017 Budget Goals

Restoring Budget Credibility and
Curbing Expenditures

A strict enforcement of PFM Act AMeasures_put in_place to achieve revenue targets:

A _ ,"VTightening tax leakages and loopholes, and have issued an B
Focused efforts to improve Payroll Management I administrative instruction to all sector ministries to seek pre- !

A Introduce and integrated Treasury and Risk Management Unit ,  approval for exemptions o :
for proper alignment of cash flows under TSA H O Average tax revenue loss through exemptions is ~GHS 1.2bn |

; I a year I

A Enforcg_Pub!ic _Procuremgnt Act .and minimise sole sourcing so i 0 Over #2mn workers not captured in tax register i

competitive bidding can deliver savings 'V Changed leadership of revenue authorities !
. : : .

A Fiscal Council to enforce accountability by ensuring (i) : V Revamped .revenue collept|on ta'sk forc_e alor}g&de i
credibility of our fiscal projections; (ii) set up medium-term fiscal : Strengthenlng.the.cgpac{ty and Immunlty. of its members :
policy anchors; and (i) monitor compliance of fiscal policy rules I Vlmpro_vement in digitization and automation of the revenue I

; i collection process H
A Capping of earmarked fistatutory #felxpen Rdedntllé c®rfipanies paying tax with registered companies :
. . : L i and link national identification scheme to tax database I
O Compensations, including wages and salaries, increased by ‘ . . . !
e . V Audit of revenue collection agencies and processes A
only 13% to GHS16bn; in-line intent to moderate payroll ~\—/—D—_————_—————_tﬁ———_——f———_————————_————————t —————— e
impact on budget iscussions with major foreign companies on our tax reporting
expectations
O Interest payments increased by 29% in 2017 to GHS13.9bn y
but we are undertaking policy measures to reduce debt Growth Drivers
cost and enhance sustainability /Landmark re-alignment of earmarked statutory funds free resources for

priority programmes and infra spend
Il i mi nation of fAnuisanceodo taxes alongs
household consumption and support a strong growth

- —
———

#50,000 names already removed from payroll so far in 2017 Jindustry sector growth will recover to 11.2% in 2017 from -1.2% in 2016:
as a direct result of biometric registration enforcement ﬂMining & Quarrying recovering to 30.2% in 2017 from -11% in 2016
/\Small scale gold miners, nearing 20% of total gold exports
R R AR TR A\ Petroleum sub-sector recovering to 39.6% in 2017 from 13.5% in 2016

10
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Snapshot of Macro-Economic Outturns (2014 7 2017p)

Our Administration is focused on turning the economy around through enforcing fiscal discipline, curbing inflation
and interest rates, and investing in private sector driven growth

r =1

2014 2015 2016 . 2017 :

Actual Actual Actual** : Target :

Real GDP Growth (%) 4.0 8.9 3.6* i 6.3 i
Non- Oil GDP Growth (%) 4.6 i 4.6 E
Yearly End Inflation (%) 17.0 17.7 15.4 i 11.2 i
Fiscal Deficit (% GDP, Cash Basis) (20.2) (6.3) (8.7) i (6.5) E
! I

Primary Balance (% GDP) (3.9) 0.2) (1.4) i 0.4 E
Wages & Salaries (% of Tax Revenue) 49.1 43.7 47.1 i 40.9 i
Gross Public Debt (% GDP) 70.2 71.6 72.5 E 70.9 E
Interest Rate (91 Day T-Bill period end, %) 25.8 24.5 16.4 i - i
Current Account Balance (% GDP) (9.5) (7.5) (6.6) i - E
Gross Foreign Assets (Months of Import Cover) 3.8 8.5 8.5 i 8.5 i
Exchange Rate (%, Depreciation/Appreciation) (34.9) (13.9) (9.5) i E
L -

Note: *Real GDP Growth for 2016 is estimated based on 2016 Q1-Q3 GDP performance 12

Source: Ministry of Finance, Bank of Ghana



Growth Supported By Momentum in the Non-Oil Sector

I n size and per capita terms, Ghanads GDP ranks favour

GDP (6US$ billions) GDP per Capita (¢

Cote d'lvoire
(Ba3/-/B+)

! Ghana
i (B3/B-B)

Nigeria
(B1/B+/B)

Kenya
(B1/B+/B+)

Cameroon
(-/B/B)

Zambia
(B3/B/B)

Ghana real GDP growth has historically outperformed peers |

Real GDP Growth (Annual %) 1

10.0% - Ghana = Sub-Saharan Africa = World
S
8.0% - ™
o
g
6.0% - @ .
~ I
<P
4.0% - R X °
o T}
2.0% A
0.0% -
2012 2013 2014 2015 2016e 2017f
Note: (1) Estimates. The real GDP growth data compares data from Ghana and IMF World Economic Outlook 13

(WEO) October 2015 data for Sub-Saharan Africa (SSA) and World.



Well Diversified Export Profile Versus Peers

Ghana has developed a diversified economic and export structure. Furthermore, Ghana is less reliant on any one
particular commodity and associated shocks

Ghana Exports Split Nigeria Exports Split Zambia Exports Split
(Rating: B3/B-/B | GDP: US$37.1bn) (Rating: B1/B+/B | GDP: US$488.7bn) (Rating: B3/B/B | GDP: US$21.9bn)

Oil & Gas
92.3%

Price performance of Ghanads exports

e Gold (US$/0unce) = Brent (US$/bbl) e C0C0a (US$/tonne)
2000 1 4000 -
80
1500 - 3000 -
w 60
1000 - |
40 2000
500 - 20 1000 -
0 . . . . 0 . . . . 0 . . . .
Apr-15 Oct-15 Apr-16 Oct-16 Apr-17 Apr-15 Oct-15 Apr-16 Oct-16 Apr-17 Apr-15 Oct-15 Apr-16 Oct-16 Apr-17

Source: Bank of Ghana, Central Bank of Nigeria, Bank of Zambia, Bloomberg 14



Debt Position Being Proactively Managed

We plan to reduce Debt to GDP levels by 2 percentage points of GDP in 2017, extend debt maturity profile and
reduce financing costs in addition to actively managing and optimizing our debt portfolio

A In 2017, the Ministry will conduct and publish a Debt Sustainability Analysis (DSA)

A A revised Medium-Term Debt Strategy (MTDS) will be published to guide borrowing and manage public debt at the lowest cost and at prudent levels of risk
A We have also developed draft credit risk guidelines and methodology documents on the issuance of guarantees and on-lending to state owned enterprises
A A credit scorecard for the utilities sector has been developed and being piloted in VRA

Proactive Debt Management We plan to trim Debt-to-GDP levels, reprofile external to domestic debt mix and work towards lowering debt costs
AExtend domestic maturity Total Debt-to-GDP (%) Total Debt Stock Split External Debt
profile through the issuance of 72 5% 0o External Debt o tic Debt
innovative long-term bonds using _— i 70% 1 xiermnal e omes L‘,Coc)/e m Domestic Debt
il ) (0}
book-building approach 60% - 56% 56%
\/ First 15 year bond with call 70% 48% 49%
- 19%
feature at year 7 issued on 50% -
March 31%, 2017 68% \/
52% 51%
V Ghana raised US$2.25bn in the 40% - 0 249 o 81%
t ; 66% 0 0
March 31° Auction 40%
|
Almplement pension fund _ ‘ 64% 30% ' ' ' Contribution to
reforms to increase domestic ‘ 2016 2017f 2012 2013 2014 2015 2016 Debt Service Cost

investor capacity

AProactive liability management Domestic yield curve moving into lower rates regime with maturity profile being significantly extended

to reduce high cost debt and

address other debt risks = Short-Term Debt = Medium-Term Debt = Long-Term Debt Domestic Yield Curve Jan 2015 versus April 2017
AEnhance oversight and credit o - 26%
i 100% 01- Jan 2015
risk assessment of SOEs 4%
AEstablish and implement 75% A
. 22%
Treasury Single Account to ) 38% 13- April 2017
better manage cashflows 50% - 20% . R
ADeepen secondary bond 250 18% ¢
markets through re-opening of 38%
existing issues and e-bond 16% ; - - -
trading platform 0% ' 9 11 13 15
2014 2015 2016 Years 15

Source: Ministry of Finance



Energy Sector Update

4 )

Demand, supply and efficiency improvements

A Transmission infrastructure fairly good and stable with enough supply to support industrial development
A Projected Peak Demand 2017 - 2,385MW
A Total available generation capacity - 3,883MW
A Excess capacity - 1487MW

A Over the next 4 years, excess capacity projected to be ~1680MW

A Consolidating hydro generation assets under VRA

A Divesting of government holding in thermal generation assets /

&

7

J

High cost of energy

A Reduced taxes/levies in 2017 Budget

A Negotiating to reduce input gas price

A Going forward, applying competitive biding process for IPP procurement

.

(Energy utilities legacy debts )

A Actual Energy Levies (ESLA) collections for 2016 was GHS3.29bn and was 1.31% higher than budget of GHS 3.25bn
A Mechanism is working and Banks are being repaid in timely fashion

A we have already published the ESLA annual report for year 2016

A we plan to restructure those legacy debts into a 15- 20 year instrument, payment supported by ESLA flows

A Introduction of cash waterfall mechanism to prevent new debt accumulation )

\

16
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Monetary Policy Framework

ﬁnflation Targeting (Al To) Framework remains tm ma

A Framework is stil being fine tuned. Liquidity management techniques are being enhanced to improve
upon the transmission mechanism

A Institutional arrangements regarding forecasting and the process leading to decision making is being
strengthened

O This is designed to improve the Banks capacity to take a forward looking view of the economy and
to support the committee arrive at appropriate decisions

A Communications strategy which seeks to deepen transparency and enhance credibility is also being
perfected. Changes are underway already

A On the issue of Central Bank independence, Legislation was passed in August 2016 to eliminate Fiscal
Dominance to limit Central Bank recourse to government financing

K O This aspect of the reforms will be fully operationalized to limit govt. borrowing from the central bank/

18



Improvement in Monetary Conditions

In the run up to the elections, demand pressures resulted in some depreciation of the Cedi. However, the Cedi has
since recovered in 2017 YTD

-~ ~.

—e—USD:GHS (period end) _..c—---"""""f ——USD:GHS Y Throughout 2016, the Cedi
,,/" "‘\\ 5.00 - stabilized as FX inflows
( 4.24 4.23% ’ boosted reserves and market
379 __se—e./ 4.75 1 sentiment improved due to:
- 450 - o
N V/ Robust foreign direct
N\ 4.25 1 investment
N 4.00 -
. V Inflows donor partners
N
AN 3.75 V Cocoa sales inflows
\ -
AN 3.50 V IMF Balance of Payments
r T T T T T 1 \\ 325 T support |nﬂ0WS
2012 2013 2014 2015 2016 April AN 3.00 i
2017 M ’

. Jan-16  Apr-16  Jul-16  Oct-16  Jan-17  Apr-17./

____________________________________________________________________________

Inflation is also on the decline. However, we continue to monitor conditions and will act as appropriate to ensure price stability

mmmmm Combined Inflation Food Inflation === Non-Food Inflation <%+« Monetray Policy Rate Monetary policy tools have also
been employed to stabilize the
Cedi with concomitant impact
on inflation

30% -

2506 - '.,_';.;;}............._';.;".............._';;;:.............._';;.;"..,."“. N

20% - VMonetary Policy
reduced in November 2016

15% - and again in March 2017 to
23.5%

10% -

V BoG stopped financing

506 - government in 2016

13.5% 17.0% 17.7% 15.4% 13.3% 13.2% 12.8% V/ Declining headline inflation
V Tighter customs operations

and tariff valuation
Source: Bank of Ghana, Bloomberg 19

0% -

2012 2013




Improving External Sector Performance

Import substitution increases trade balance. In Q1 2017 compared to Q1 2016, there has been a 46% growth
in value of exports and a 12% contraction in value of imports
US$ billions

= Exports f.0.b = |mports f.0.b Trade Balance/GDP (%) = Q1 Exports f.0.b = Q1 Imports f.0.b
20 -0 3.8
13.6 13.8 13.2 2.9 2.6
15 1 10.3 L (2)
- (4
5 4
0 - L (6)
5 4
®) L ®)
(10) +
(15) - (10)
i 13.5 (12.8)
17.8 (14.6) (439 (3.3) (33) (2.9)
(20) - (178 (17.6) - (12) Q12015 Q12016 Q12017
2012 2013 2014 2015 2016F
Export base remain well diversified and improving in Q1 2017 versus Q1 2016 |
US$ billions )
= Gold = Cocoa Beans = Crude Oil Others m Q1 Gold = Q1 Cocoa Beans = Q1 Crude Oil = Q1 Others

0.7

2012 2013 2014 2015 2016 Q12015 Q12016 Q12017 20
Source: Bank of Ghana



mproving External Sector

Merchandise imports reducing

Current account deficit shrinking

USS$ billions = Non-oil = Oil = Current Account Deficit (% of GDP)
0 -
L]
4 1
(135) (12.8)
(8) 1
(12) 1
(17.8) (17.6)
(16) - 2014 2015 2016F
2014 2015 2016F Q1 2015 Q1 2016 Q1 2017
In 2017, reserves are expected to improve FDI also expected to remain resilientin 2017
mmmm Gross Reserves (excl Oil Funds,Encumbered Assets) US$ mn = FDI (US$ mn) 3455
8,000 - Net International Reserves US$ mn 5 '
© 3,357
© © 3,293
3 o 3,226
6,000 5 @ 9 8 v & S :
il & S < 0 ) <
~ < < < < <
~"HammEAEE P o
2,000 -
0 - N ™ < 0 © ~ ~
— B o o =1 i — ot N : .
] 3 3 3 i 8 K3 3 5 2012 2013 2014 2015 2016*
[a] [a} [a] [a] &) - L s <
Source: Bank of Ghana
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Developments in key Financial Sector Indicators

Jan-2016 Nov-2016 Dec-2016 Jan-2017
SOLVENCY
CAR 17.9 17.1 17.8 17.8
Tier 1 CAR 15.1 13.9 14.4 15.1
Bank Capital to Total Assets 15.0 13.2 13.2 13.5
ASSET QUALITY
NPL Ratio 18.8 18.8 17.3 18.0
Adjusted NPL Ratio 6.5 9.8 8.4 9.0
Credits to Total Assets 42.9 38.4 38.1 37.2
LIQUIDITY
Core Liquid Assets to Total Assets 24.4 25.8 27.2 26.5
Broad Liquid Assets to Total Assets 47.6 53.3 53.7 54.1
Core Liquid Assets to Short Term Liabilities 32.1 33.6 35.1 33.9
Broad Liquid Assets to Short Term Liabilities 62.6 69.5 69.4 69.2
PROFITABILITY
Return on Assets (%) Before Tax 5.2 4.1 3.8 4.7
EFFICIENCY
Cost to Income 82.9 86.8 87.7 83.6
Cost/Total Assets 1.4 14.2 15.3 1.4
Operational Cost/Income 47.64 50.31 50.89 43.58
Operational Cost/Total Assets 0.8 8.2 8.9 0.7
REAL CREDIT GROWTH
Private Sector Growth 5.31 (2.40) (0.31) 0.60
Credit to Households (7.6) (1.2) (8.0) (9.7)
Overall Credit 5.06 1.36 1.89 2.37
NOMINAL CREDIT GROWTH
Private Sector Credit 25.38 13.86 15.09 14.01
Credit to Households 10.06 14.1 6.18 2.39
Overall Credit 25.09 17.05 17.63 16.01

22
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Addressing Topical Issues

2016 Fiscal
Performance

((
(@

(

The fiscal deficit of 8.7% of GDP seen in 2016 was higher due to weaker than anticipated revenue performance as well as expenditure overruns on
capex and unbudgeted expenditures

o External slowdown: Against the backdrop of a fragile global economy, the shortfall in international trade tax revenue accounted for a sizeable portion
of tax revenue shortfall. High exemptions partly due to increased number of goods admitted into the tax exempt band also contributed to the shortfall

o Energy Challenges: Lower petroleum production and receipts due to lower than anticipated benchmark prices and power supply challenges resulted
in challenges in Industry Sector. These issues led to ¢.1.4% shortfall in income and property taxes

0 Increased Borrowing: Higher than anticipated interest payments from increased borrowing due partly to higher election related expenditures

Our Administration will restore budget credibility and enforce fiscal discipline. We will plug loopholes, extract efficiencies and ensure
appropriate sanction are applied against violations of the PFM Act

GHS 7 Billon
Arrears &
Claims

0 GHS4.3bn Outstanding Claims: Outstanding claims being audited and validated claims will be budgeted for through the arrears clearance
programme over next 3 years with 20% paid in 2017

A The claims that make up the GHS4.3bn have not yet been inputted into GIFMIS i.e. they were outside the system of controls to prevent
overruns

A Audit of these claims being overseen by Auditor General who will appoint a 3rd party firm and audit likely to be completed around July 2017
0o GHS2bn Outstanding Claims: Already planned arrears clearance for 2017 under the IMF programme

o GHSO0.7bn Outstanding Claims: Delayed inter governmental (statutory funds transfer) which will be paid in 2017

Our Administration is committed to transparency and we have a time bound plan to clear existing arrears and prevent further build-up.
Under the PFM Act, which we shall strictly enforce, any unauthorized commitment on behalf of government is subject to penalties,
including potential imprisonment and fines

Energy Sector
Legacy Debt

p
g A%
), AR

s, AUTHIRITY

6GRIDCo

Backbone to Poser Delivery

Energy sector utilities are facing financial challenges which necessitated a restructuring and priority repayments of their debts via introduction of
special energy levies, automatic tariff adjustments and elimination of subsidies

o Thesel egacy wutilities debt are not governmentoés direct or ¢esuchant eed
government stepped in to create an enabling environment to ensure coordinated restructuring and repayments of using the Energy Sector Levies

GH¢3.25bn was programmed to be collected as Energy Sector Levies (ESL) in 2016. Actual collections at the end of the year amounted to
GH¢3.29bn (1.31 percent) higher than programmed. We have already published the ESL annual report for year 2016

o Since instigation of the ESL collections, commercial banks have received four (4) programmed debt repayments under the agreed framework

We have increased supervision of energy utilities to prevent accumulation of new debt. Efforts are underway to refinance the legacy debts
over 15 to 20 year tenors with repayments supported by ESL. We have also Introduced water fall mechanism to address cashflow problems

24



Addressing Topi cal |

:L\:_lOF Eg’;me A An IMF Mission visited Accra in April 2017:
9 o i Go @rdgress was made on these discussions, which will continue in Washington DCé After years of mixed performance, Ghana now faces a
unique opportunity to change course . With the new administration having won a strong electoral mandate, there is scope to pursue the adjustment
AV} and reforms needed to restore macroeconomic stability and fi ¢ r epeosperity and equal opportunity for a |dIwbich are amongthegov er nr
keyp r i o rextractefrom IMF Staff concluding statement
A Cabinet has made the decision not to extend the IMF Programme beyond April 2018. Whilst we acknowledge that challenges remain, this
Administration is up to the task of restoring fiscal credibility and macroeconomic stability
Achieving 2017 A Broadly speaking, we are expect improved outlook for global commodity prices, increase in exports, energy stability alongside strategic tax reliefs
Budget Targets and spending plans to support a strong recovery of growth in agriculture, industry and trade sectors:
0o Weare eliminatingfi n u i s @meswhich amount to ~GHS1bn loss in tax revenue which we believe will spur growth in the private sector
0 Revision of import exemptions to reduce abuses is expected to lead to >GHS1bn in savings
:: A Incremental tax revenue opportunity stands at over Ghc24bn with an ability to realize over GHS1bn within one year
V (— A McKinsey Consulting was engaged to conduct the independent diagnostic analysis on how we can grow tax revenues and create fiscal space
— and their report shows Ghana can grow its revenue base by 2.5x if the opportunity at hand is fully captured
Budget A Landmark re-alignment of earmarked statutory funds allows us room to maneuver in excess of 3 percentage points of GDP should
revenues underperform expectations before we have to start cutting expenditures
A Elimination of wastages through competitive tender processes and deployment of technology to plug loopholes will also deliver savings
A We have used conservation commodity production estimates and potential exists for production upsides especially with oil and gold
Divestiture of
Energy Assets A We are looking to divest Go v e r n mbaidingssin some SOEs with a view to ensuring efficiency. This will include the sale of government
VI S shares in some SOEs and companies via a listing on the Stock Exchange
{{ﬁ 0 We have already received purchase offers on some of the thermal plans and are reviewing these
Cocoa Sector A To accelerate reforms, COCOBOD now under supervision of Ministry of Agriculture

VI

0 We see quick-win opportunities to increase cocoa production by putting in place strategies to achieve higher cocoa yield per hectare of farm land
o Our preliminary estimate suggests that there is an opportunity to increase C O C O B O Ee§eniue by USD 1.5 71 2.6bn over the medium term
o We will leverage data collection and analytics, for example, relatingto f a r mieia daté and agricultural data, to increase overall efficiencies

A McKinsey Consulting was also mandated to analyse and identify growth opportunities for COCOBOD

25



