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SECTION ONE: INTRODUCTION

1.

Rt. Hon. Speaker and Honourable Members of Parliament, on the authority of
His Excellency John Dramani Mahama, President of the Republic of Ghana, | beg
to move that this Honourable House approves the Financial Policy of the
Government of Ghana for the year ending 315t December, 2016.

Again, Rt. Hon. Speaker, on the authority of His Excellency and in accordance
with Article 179 of the 1992 Constitution, permit me to present the Bud get
Statement and Economic Policy for the year 2016 to this august House.

Mr. Speaker, in accordance with Section 48 of the Petroleum Revenue
Management Act, 2011 (Act 815), | also submit the 2015 Annual Report on the
utilisation of the Petroleum Funds to this august House.

Mr. Speaker, in 2012, H. E John Dramani Mahama was elected for his first four-
year mandate to lead our dear country. Under his able leadership, the
Government has been working tirelessly to transform the economy. We are
focused on improving the well-being of Ghanaians by honouring the pledges
made to the good people of Ghana in the 2012 Manifesto of the National
Democratic Congress.

Mr. Speaker, notwithstanding the major shocks to the economy in the last three
years, Government remained steadfast in pursuing the economic vision of
leading the country through a transformational agenda to consolidate our Middle
Income Country (MIC) Status. The shocks include disruption in gas supply for
two-and-a-half years and the simultaneous fall in cocoa, gold and crude oll
prices.

We have also remained resolute in our commitment to correcting the major
budget overruns which occurred at the end of the 2012 fiscal year. We are
implementing several programmes to secure the bright medium term prospects
for the economy, notably through substantial investments in the oil and gas
sector, among others.

Mr. Speaker, 2016 is significant in many respects. The country will go through
Presidential and Parliamentary elections. Let me assure this House that the
Electoral Commission and other governance institutions will be adequately
resourced to ensure the conduct of free, fair and transparent elections. Despite
being an election year, | et me al so
sustaining fiscal discipline whilst investing prudently in infrastructure and social
development. We will resist the temptat ion of election year overspending.

reite
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Mr. Speaker, the PostHo Forum held in Takoradi was successful. For the first
time in decades, Government and its social partners, notably Organised
Labour/Association and the Ghana Employers Association led by their Seretary-
General and President, respectively, concluded in September, the national
minimum wage and public sector wage negotiations for the 2016 fiscal year
ahead of the Budget. The essence of this remarkable achievement is to avoid
any compensation related slippages or overruns, that could compromise our
fiscal consolidation programme. It is also to shift focus of the Single Spine Pay
Policy to aspects of productivity, in the context of the Public Financial
Management (PFM) reforms related to payroll and human resource management.

Mr. Speaker, permit me, on behalf of the President and the Government, to
express our profound appreciation to this august House for its cooperation and
support in the management of the economy. The House demonstrated true
partnership in the discharge of its legislative, and oversight functions, including
admitting several critical and urgent statements on this floor.

Mr. Speaker, the vision and commitment of Government over the medium term
is to build a sustainable, prosperous and equitable society, in line with our social
democratic agenda. This vision is anchored on the thematic areas of the Ghana
Shared Growth and Development Agenda (GSGDA) Il, 20142017 and,
particularly, on the Governmentos ptr

Putting People First;

Building a Strong and Resilient Economy;
Expanding Infrastructure; and

Ensuring Transparent and Accountable Governance.

E R

Mr. Speaker, in our determination to transform the economy, we draw lessons
from past experiences of our countr y 6 s economic jour
paradoxes:

1 despite numerous and unexpected setbacks the country has experienced
positive growth over the last 30 years;

1 the declaration of HIPC status generated intense debate and many believed
it could have been avoided with bold measures. Yet it provided us with fiscal
space to help our path to positive growth;

1 in contrast with the HIPC experience, it is relieving for t his Government to
be leading the development agenda that has restored our pride of place
among the O006African risingé6é and

I or it

ney i

renai s
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1 the recent setbacks from commaodity price shocks did not make us reverse
our course on consolidation even as it reminded us of our vulnerability in
transitioning to a MIC status;

1 we are returning to another growth path and our fiscal performance so far
clearly show that we can plan to manage and reverse periodic setbacks as
and when they occur.

Therefore, Mr. Speaker, our resolve is to manage the transition setbacks and
paradoxes with perseverance and effective planning. Consequently, we now see
brighter prospects ahead, mainly from the investments that we have been

making in the energy and other sectors of the econ omy.

Mr. Speaker, permit me to recount some of the macroeconomic successes
chal ked since we began the programme of
Grownéo6é policies and the | MF progr amme.
successful first and second reviews under an IMF programme will make us
complacent:

1 thereis a clear sign that our fiscal consolidation efforts are yielding positive
results, making the economy more efficient. Accordingly, the GSS estimates
that GDP will grow at 4.1 percent at the end of 2015 compared to the 3.5
percent initially projected;

1T as a result of good revenue performanc

efforts), containment of overruns in the wage bill and other spending; as
well as withdrawal of energy-related subsidies, our fiscal consolidation
programme is on course with the deficit set to be on target at 7.3 percent;

i for the first time in many years, the domestic primary balance in the first
half of 2015 achieved a surplus equivalent to 2.8 percent of GDP, whilst the
budget deficit was down to 2.3 percent of GDP, same as the level attained
a decade ago;

1 the current account deficit as a percentage of GDP has stabilized whilst the
foreign reserve position has significantly improved,;

T in i ne wi t h Gover nmehi tStrategy Mmedd Debtm T e r n

Management policies, the pace at which we have been accumulating public
debt as a percentage of GDP has slowed down in the first half of the year;

1 in October this year, we issued our fourth sovereign bond which was over -

subscribed by US$1 billion, the 15-year tenor of the bond is the first by any
Sub-Saharan African country besides South Africa;

~ 3~
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1 in this instance, Ghana is also leading its contemporaries in using a
guarantee instrument that the World Bank wants to use to create an asse t
class for market assets by middle income countries;

1 after some initial implementation difficulties, we are now on course to
making the proceeds from commercial and quasi commercial projects, pay
fully or partially for the loans that finance them; this w ill stop the
unsustainable habit of relying on
debt service commitments; and

1 Mr. Speaker, against this background Ghana successfully went through the
first performance review in August 2015 under the three -year Extended
Credit Facility (ECF) with the IMF. All performance criteria under the
programme for the second review were also successfully met and
documentation are being prepared for the IMF Board to complete the review
in December 2015. Hence, Ghana continuesto win the confidence of the
business community, Development Partners and of the international
financial markets with our efficient management of the economy.

Mr Speaker, the achievements so far, are not just macroeconomic. We have
made far-reaching and significant investments in all sectors of the economy and
these have led to considerable improvements in the lives of our people. These
include:

1 Education : After the success of the 0
we begun the construction of 123 Community Day Senior High Schools
(SHS) to provide space for hundreds of thousands of JHS graduates. We
have added to the stock, two new functioning universities and implemented
many other social interventions in education;

1 Health: The health sector has witnessed massive infrastructure
development and retooling in the last few years. W ork is on-going on the
construction of new hospitals, including the nearly completed University of
Ghana Teaching Hospital and the Ridge Hospital. These willdeliver about
6,000 hospital beds by 2017 which will guarantee access to improved
healthcare for our people;

1 Water: Following the huge investments made in the sector, 77.5 million
gallons of water per day was added to the generation capacity as at the
end of July 2015. By end of 2016, this should increase to 109.7 million
gallons per day and will result in a coverage of 76 percent for both urban
and rural communities;

t he t
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1 Roads: We made significant progress in funding and completing many of
the 66Gadgrobdsiand | aunched the
Improvement Project; we have constructed thousands of kilometres of
roads across the country. These include the Suhum-Apedwa and Kyebi town
roads. Recent additions include the Kwame Nkrumah Interchange, the
Fufulso-Sawla road, the Kasoa interchange and the Eastern corridor road;

1 Transport: We are investing in the modernisation and expansion of the
aviation and maritime infrastructure. These include the expansion of the
Kotoka and Tamale International airports, the aerodrome in Ho, the
expansion of the Tema harbour and provision of 116 buses for public road
transport. Permit me to note that in line with our new debt management
policies, the airport and harbour project are designed on self-financing
basis;

1 Communications: We have successfully deployed 800 kilometres optic
fibre infrastructure which runs through 126 communities along the eastern
corridor from Ho to Bawku with a link from Yendi to Tamale. The fixed and
mobile telephony and internet subscriptions as at August 2015 stood at over
33 million and 17 million, respectively;

1 Housing: Through a combination of direct government investments and
public private partnerships, an aggressive housing programme has been
rolled out to provide more Ghanaian families in the lower to middle income
brackets with decent homes. About 18,000 housing units are at different
stages of completion; and

1 Energy: We are bringing on stream 845 MW of power to add to the
generation capacity by the close of the year and providing the necessary
investments and guarantees to permanently address our perennial power
generation shortfall.

Mr. Speaker, these investments have not only provided critical social services to
improve the lives of our people, they have resulted in the creation of tens of
thousands of jobs for the youth.

Notwithstanding these successes, we are mindful of the fact that some risks to
the budget and medium term macroeconomic projections persist and new ones
could emerge. The major global and domestic setbacks include:

1 the tumbling of crude oil prices to a | ow of US$45.0 per barrel compared to
a bench mark revenue projection of US$99.38 per barrel in the 2015
Budget. Mr. Speaker, it will be recalled that this prompted Government to
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revise its revenue targets and related expenditures that were to be funded
from the Annual Budget Funding Amount (ABFA);

1 gold spot price is yet to recover and even though cocoa prices are now
recovering, prices and output keep fluctuating on the global markets. We
have had to sacrifice government revenue in some years to fulfil our
commitment to improve the welfare of farmers;

1 the US economic recovery and appreciation of the dollar, coupled with
pressures on our foreign exchange reserves from declining commodity
prices, continue to weaken the Cedi, thus making imports more expensive;
this is fuelling inflationary pressures and increasing the external debt service
burden in Cedi terms;

1 the global financial uncertainty that hit emerging and peripheral economies,
including Ghana, pushed us into headwinds at the time of issuing the 2015
sovereign bond. We managed to navigate the turbulence, and in the
process, added to our store of experience. As a Middle Income Country, we
will be in the capital and financial markets in both good and bad times;

1 concessional terms of some facilities from Bilateral and Multilateral Partners
including the WB and AfDB have hardened. The WB, AfDB and other lenders
also changed the repayment period of facilities to Ghana whilst interest
payments and financial costs have increased (e.g. the repayment period
has reduced from 40 to 25 years). The basis for calculating loan
concessionality to include commitments and risks of floating exchange rates
has also changed;

1 the disruption in gas supply and the low level of water in the Bui, Akosombo
and Kpong dams due to climate change continue to pose power supply
challenges, reduction in generation capacity and recurring power outages.
However, it is now clear that investments in the sector is rapidly changing
the situation; and

1 finally, the recommended overall budget deficit target of 5.3 percent of
GDP, under the IMF Extended Credit Facility (ECF) programme , provides a
tighter fiscal space than anticipated in the original programme. It is against
this background that we must even be more prudent in 2016 and avoid the
consequential cycle of huge election year budget overruns and deficit. And
in this regard, we call on all social partners especially, organised labour, to
support Government.

17. Mr. Speaker, we will focus on these risks and adopt appropriate measures to
minimise their likely adverse impacts on the economy. Our approach is not to
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bemoan our challenges, offer excuses or fail to act decisively. Instead, over the
years we have come to this august House with several structural initiatives and
strategies to change the way we manage the economy.

In particular, the national debt and consequent burden of debt service will

continue to rise only if we do not emulate the success with which many Middle
Income and Advanced countries finance infrastructural, economic and social
development on a sustainable basis. To this end, Government will continue to
implement the debt management measures that were approved by this House.
As noted earlier, as a result of these measures, the public debt is now increasing
at a slower pace.

Secondly, Mr. Speaker, we have always bemoaned our narrow export base and
the resultant depreciation of the Cedi when we lose reserves from falling
commodity prices. As part of our transformational agenda to achieve an export
led economy, the Ghana Export and Import Bank (EXIM) Bill has been laid before
Parliament. The primary purpose is to finance export (notably high industrial and
agricultural products); guarantee loans; provide export insurance, support SMEs
and other businesses, and strengthen economic cooperation. The operations of
the Bank will support the nurturing and growth of the private sector in Ghana to
address the longstanding problem of access to credit for expanded exports.

Rt. Hon. Speaker, the 2016 Budget will build on the foundatio n laid to restructure
and transform the economy towards sustained and inclusive growth; minimise
our exposure to volatilities; and position Ghana to consolidate its status as a
Middle Income Country.

Thirdly, it is our expectation that the investments by the public and private
sectors including the emergency power; World Bank PRG for Sankofa field;
commissioning of FPSO J.E.A Mills for the TEN fields; and onset of Jubilee Gas
will contribute to the positive outlook embodied in the theme for the 2016 Budge t

Statement and Economic Policy: AConsol i dating Progress

Brighter Medium Ter mi.

Mr. Speaker, | will now proceed to present additional key highlights of the 2016
Budget.
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SECTION TWO: GLOBAL ECONOMIC DEVELOPMENTS

23.

24.

25.

26.

Growth

Mr . Speaker, according to the | MFOs
(WEO), global growth in the first half of 2015 was 2.9 percent, 0.3 percentage
point lower than projected in April of this year. This reflects lower than expected
recovery in advanced countries and further slowdown in emerging market
economies for the fifth consecutive year. The declines suggest that medium-term
and long-term challenges including low productivity growth since the previous
financial crisis; and the current financial sector weakness, low investment,
growth realignment in China and the downturn in commaodity prices still exist.

Global growth is projected at 3.1 percent for 2015, which is 0.3 of a percentage

point lower than the outturn in 2014 and 0.3 percentage point belo w the April
2015 forecast. In 2016, global growth is expected to strengthen at 3.6 percent

reflecting a rebound in economic activity in a number of distressed economies.
Advanced economies are expected to grow at 2.2 percent while developing and
emerging economies are projected to grow at 4.5 percent.

Mr. Speaker, Sub-Saharan Africa experienced a robust economic growth of 5.0
percent in 2014 driven by strong investment in mining and infrastructure as well
as strong private consumption, especially in low-income countries. Economic
growth is, however, expected to decelerate in 2015 to 3.8 percent according to
the 2015 October WEO, compared to the 4.5 percent forecasted in July 2015.
The slowdown mainly reflects the impact of declining oil prices on the economies
of oil exporting countries, as well as lower demand from China (the largest single
trade partner of sub-Saharan Africa), and the impact of Ebola on affected
countries. Growth is expected to pick up in 2016 to 4.3 percent.

Inflation

Mr. Speaker, inflation remained largely subdued in advanced economies, mostly
reflecting the decline in oil prices and softer prices for other commodities.
Average inflation is projected to decline to 0.3 percent in 2015, down from 1.4
percent in 2014, and thereafter rise to 1.2 percent in 2016 in advanced
economies. In emerging markets and developing countries, lower commaodity
prices including oil and food, have generally contributed to lowering headline
inflation, except in countries where large currency depreciations offs et the impact
of lower commodity prices. In Sub-Saharan Africa, average inflation is projected
to inch up marginally to 6.9 percent in 2015, up from 6.4 percent in 2014 and
further to 7.3 percent in 2016.

Octo
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Commodity prices

Mr. Speaker, oil prices have declined significantly, after experiencing large swings
in the second quarter of 2015. The decline is on account of strong supply from
members of the Organization of the Petroleum Exporting Countries (OPEC) and
the Islamic Repub | i ¢ of |l randés nucl ear deal
continued to increase in 2015, in spite of the fall in investment in the oil sector.

Crude oil prices reached US$59.82 a barrel in June 2015 and fell further to

Gl ot

US$42.46 a barrel in September 20 15 compared to Ghanads an

revenue projection of US$99.38 a barrel for 2015 which was later revised to
US$57 per barrel. However, the | MFO0s Octobetlt
crude oil price of US$51.62 a barrel in 2015, US$50.36 in 2016, and US$55.42 in
2017.

Mr. Speaker, Cocoa prices rose in the second quarter of 2015 as a result of
weather-related supply shortfalls in Ghana, but demand remains strong.
According to the Business Monitor International report of October 2015, cocoa
prices are expected to peak in 2015 before lowering in the beginning of 2016 to
the end of the forecast period in 2019. The market is projected to register a small
surplus in the 2015/16 season, on account of: (1) a rebound of production in
Ghana, due to greater use of inputs and expectations for better weather and (2)
weak growth in global demand in 2016, as grinding margins remain poor.

According to the ICBC Standard Bank estimates, Gold prices are generally
expected to trend downwards peaking around $1,160 per ounce in 2016 as the
Federal Open Market Committee (FOMC) normalises US monetary policy.

ECOWAS Activities and Protocols

Mr. Speaker, on May 19, 2015, H.E President John Dramani Mahama,
successfully ended his term as the ECOWAS Chairman of the Authorityof Heads

of State and Government after exhibiting visionary leadership and handed over

to President Macky Sall of Senegal.

As Chair, President Mahama worked diligently with the support of member states

to ensure peace and security in the sub-region, thereby overseeing successful
elections in Nigeria and Togo. Other successes chalked under President
Mahamads term include: establishment

Togo at Noepe; implementation of the ECOWAS Common External Tariff (CET);
Fight against EBOLA virus and terrorism (Boko Haram); and the signing of peace

and reconciliation agreement in Mali.

1The

baseline assumptions for the | MF6s average

~ 9~

2015

of a

petrol e



33.

34.

35.

36.

37.

Theme:A Consol i dati ng aBrightgrMesis utmo W a m angi

ECOWAS Trade Liberalization Scheme (ETLS)

Mr. Speaker, the ECOWAS Trade Liberalisation Scheme (ETLSeeks to provide
Impetus to the process of economic integration and development in the West

African sub-region. It is expected to provide easier access to markets in other

ECOWAS countries and thereby encourage local manufacturing outfits to
compete favourably with cheap imported products. The scheme is also expected
to encourage entrepreneurial development through the provision of preferential

treatment in specific areas among member states.

Ghanads e x po-regiontundertthe ETLS bals seen a steadyincrease
over the years. The ETLS has offered Ghanaian export manufacturers the
opportunity to expand their market share in the Community. For example, the
number of ECOWAS certificates of origin issued increased from a little over 3,000
in 2012 to 4,286 in 2013 and 5,951 in 2014. Trade between Ghana and Nigeria
has improved over the period. Export to Nigeria stood at GH¢365.6 million as at
June 2015 compared to an estimate of GH¢210.7 million as at June 2014. The
scheme has also introduced competition among community industries leading to
reasonable product price to the consumer.

However, Mr. Speaker, in spite of the regional backing and benefits that accrue
to member countries, its objectives to a large extent have not been achieved.
Both tariff and non -tariff barriers to trade between Member States still persist.
While some progress has been made in reducing tariffs, they have not been fully
eliminated. Progress towards removing non-tariff barriers, such as seasonal
import and export bans, has been slower. The failure to implement the
instruments on the ECOWAS Trade Liberalization Scheme (ETLS) is affecting
economic growth in the sub-region. There is the urgent need for the removal of
bottlenecks impeding the implementation of ECOWAS protocols.

The screening and updating of the current database of Ghanaian companies with
ETLS statusis on-going and is expected to be completed by 30" June, 2016.
Since the beginning of 2015, about 18 Ghanaian industrial companies have been
given approval to benefit from the scheme. Ghana will continue to vigorously
pursue the implementation of the ETLS.

Implementation of ECOWAS Community Development Programme
(CDP)

Mr. Speaker, the Authority of Heads of State and Government enjoined the
ECOWAS Commission to take allnecessary measures for the mobilization of
resources for financing of the ECOWAS Community Development Programme
(CDP), adopted at its 45" Session in July 2014, Accra. In this regard, the
Commission initiated preparatory work for the organisation of a hig h level
conference and a round table for the financing of the CDP.

~ 10 ~
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Mr. Speaker Ghana has submitted four priority projects to the ECOWAS
Commission to be included in the CDP for consideration. The projects arein the
area of:

1 the creation of sustainable tsetse-free areas as part of six countries in
support of the eradication of tsetse and Trypanosomiasis in sub-Saharan
Africa;

1 raising the level of science, technology and innovation in industry as well as
establishment of science and technology parks;

1 rehabilitation of western railway line; and

1 development of inland valleys for rice production.

Mr. Speaker, Ghana is actively cooperating with the ECOWAS Commission and

its institutions to expedite actions on the implementation of the CDP.

Revised Roadmap for the Second Single Monetary Zone

Mr. Speaker, the Authority of Heads of State and Government in June 2007
directed the Commission to re-examine the monetary integration process and
expedite the process of creating a common currency for ECOWAS. The
implementation of this directive led to the development of the roadmap for the
ECOWAS Single Currency Programme by the ECOWAS Convergence Council on
25" May 2009. The roadmap had two major milestones: West African Monetary
Zone (WAMZ) in 2015, and a Common Currency in 2020 for the ECOWAS single
currency.

However, a one track approach has been adopted for the achievement of a single
currency by 2020 and a related costed roadmap has been developed. One key
component of the roadmap is the establishment of an ECOWAS Monetary
Institute (EMI) by January 2018.

Rationalized Macroeconomic Convergence Criteria

Mr. Speaker, the ECOWAS Authority of Heads of Stateand Government at its
17" Ordinary Session on 19" May, 2015, in Accra revised the existing
convergence criteria and adopted a new set of rationalised macroeconomic
convergence criteria for effective implementation of the ECOWAS Multilateral
Surveillance mechanism. The rationalized convergence criteria, which are
outlined in Table 1, constitute the basis for assessment of the macroeconomic
convergence, from the beginning of 2015 in all member states. A draft
Supplementary Bill on the newly adopted rational ised criteria has been prepared
for the consideration of council members.

~ 11 ~
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Table 1: Rationalis ed Macroeconomic Convergence Criteria

S/N | CONVERGENCE CRITERIA TARGET
Primary Convergence Criteria

1 | Budget deficit (including grantsandon | O 3 %
commitment basis)/GDP

2 | Average annual inflation 010 % wi t h
term goal of C
3 | Gross reserves O 3 months of
Central Bank financing of budget deficit | O1 0 % o f pr e viaxd
revenue

Secondary Convergence Criteria
1 | Public debt/GDP O 70%

2 | Nominal exchange rate variation + 10%
Source: ECOWAS

| mplications of Gl obal Devel opments for
Mr. Speaker, a sustained decline in commodity prices, triggered by deceleration
of global demand and medium term excess capacity poses a risk to the Ghanaian
economy. Commaodity exports account for about 75 percent of total merchandize
exports. The further fall in commodity prices, in particular oil and gold, in the
fourth quarter of 2015, could result in a sharp contraction of exports and a
further widening of the current account deficit. An increase in the current account
deficit would therefore reduce the already low reserve buffer, triggering
increased exchange rate pressures, which could raise inflationary pressures and
the cost of foreign debt service. Additionally, the drop in gold and crude oil prices
could reduce production thereby causing decline in fiscal revenue.

Mr. Speaker, surges in global financial market volatility, triggered by a
deterioration of market confidence and/or market expectations on Federal
R e s e rtightedirgg may also weigh down on macroeconomic stability.

Mr. Speaker, the government is already implementing measures to control
possible impads of the commodity price shocks. The three -year Extended Credit
Facility Programme with the | MF, whi ch
Programme is one of such measures to ensure macroeconomic stability in the

short to medi um t er ronfiscAleconsolidatiomasnnteddsedtd o c u s

achieve macroeconomic stability which will significantly support our shared
growth and development agenda.
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SECTION THREE: MACROECONOMIC PERFORMANCE FOR 2015

46.

47.

48.

49.

Mr. Speaker, permit me to present to this august House, the macroeconomic
performance of the domestic economy for 2015, based on provisional data for
January to end-September 2015.

REAL SECTOR PERFORMANCE

Mr. Speaker, provisional data from the Ghana Statistical Service (GSS) show real
GDP is expected to grow by 4.1 percent in 2015, representing a slight increase
from the revised figure of 4.0 percent recorded in 2014 and the revised 2015
Mid-Year GDP growthtarget of 3.5 percent.

Figure 1: Annual Real GDP Growth, 2010 -2015
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10.0 / \%
8.0 “79 .

3
6.0 NG
40 N 40 41

2.0

0.0 T T T T T 1
2010 2011 2012 2013 2014~ 2015**

Percent

Source: Ghana Statistical Service
*Revised
**Provisional

Sector Growth Performance
The GSS data pegs Industry Sector growth at 9.1 percent, followed by the
Services Sector (4.7%) and Agriculture Sector (0.04%).

Agriculture Sector

Mr. Speaker, all subsectors in the Agriculture Sector, apart from the Crops
subsector, are expected to record positive growth rates in 2015, led by the
Livestock and Fishing subsectors. Agriculture, however, is expected to register a
growth of 0.04 percent, a decline from the revised target of 3.6 percent recorded,
as shown in Table 2. The Crops subsector, in spite of being the only subsector
that is expected to record a negative growth, will be the source of this decline
on account of the subsectordés | arge

~ 13 ~
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Table 2: Agriculture Growth Performance (Percent)

2015**
Activity 2013 2014% Target | Outturn
Percent
Agriculture 5.7 4.6 3.6 0.04
Crops 5.9 5.7 4.1 -1.7
o/w Cocoa 2.6 4.3 3.0 3.5
Livestock 5.3 5.3 3.3 9.3
Forestry and Logging 4.6 3.8 1.1 1.6
Fishing 5.7 -5.6 1.9 5.3
Source: Ghana Statistical Service
*Revised

** Provisional
o/w: of which

Industry Sector

Growth in the Industry Sector is expected to be driven by strong growth
performances in the Construction and Water and Sewerage sub-sectors, as
shown in Table 3. These sub-sectors are expected to record growth rates of
30.6 percent and 15.6 percent, respectively. This is in stark contrast to their
performances in 2014 when Construction stagnated, and Water and Sewerage
contracted. Manufacturing and Mining and Quarrying, are both expected to
record negative growth rates. However, petroleum, which is a part of the latter,
is expected to record a growth of 2.0 percent.

Table 3: Industry Growth Performance (Percent)

. 2015**
Activity 2013 | 2014 Target | Outturn
Percent
Industry 6.6 0.8 1.2 9.1
Mining and Quarrying 11.6 3.2 3.3 -3.8
o/w Petroleum 18.0 4.5 3.0 2.0
Manufacturing -0.5 -0.8 -1.8 -2.0
Electricity 16.3 0.3 0.5 3.2
Water and Sewerage -1.6 -1.1 -0.7 15.6
Construction 8.6 0.0 1.7 30.6

Source: GhanaStatistical Service

*Revised
** Provisional
o/w: of which

Services Sector

Mr. Speaker, the provisional data indicate that seven out of ten service sub-
sectors are expected to record positive growth rates. The Public Administration
& Defence, Social Security subsector is expected to record a growth rate of 20.3
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percent, the highest among all the sub-sectors. The next highest growth
performers will be Financial Intermediation and Information and Communication
subsectors. Transport and Storage is expected to record the highest contraction of -
6.3 percent, in contrast to the modest positive growth of 0.3 percent it recorded in 2014.

Table 4: Services Growth Performance (Percent)

. 2015**
Activity 2013 | 2014 Target | Outturn
%
Services 10.0 5.6 4.9 4.7
Trade, Repair Of Vehicles, Household 145 16 12 20
Goods
Hotels and Restaurants 24.6 -1.2 0.5 -4.8
Transport and Storage -0.5 0.3 3.5 -6.3
Information and Communication 24.3 38.4 21.2 14.2
Financial Intermediation 23.2 22.9 5.0 15.8
Business, Real Estates, and others -17.5 -1.5 1.7 5.1
Publlc‘ Administration & Defence; Social 8.4 4.7 21 20.3
Security
Education 6.9 7.1 2.4 9.3
Health and Social Work 7.8 -1.7 0.5 10.9
Othe.r Community, Social & Personal 36.5 16 21 15
Services A

Source: Ghana Statistical Service
*Revised
** Provisional

Structure of the Economy

Mr. Speaker, the Services sector is expected to increase its share of GDP from
51.9 percent in 2014, to 54.1 percent in 2015, according to the provisional data.
Industry will have a share of 26.9 percent, which represents a slight increase
from the 26.6 pe rcent recorded in 2014. The expansion in the shares of Services
and Industry will be at the expense of Agriculture, which is expected to record a
share of 19.0 percent in 2015, as compared with the 21.5 percent it recorded in
2014. Recent historical sharesare shown in Figure 2 .
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Figure 2: Sector Distribution of GDP, 2009 -2015
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Inflation

Mr. Speaker, inflationary pressures remained elevated over the first nine months
of 2015. After declining from 17.0 per cent at the end of December 2014 to 16.4
percent at the end of January 2015, headline inflation recorded a 7 -month
successive increasesto 17.9 per cent in July 2015 as a result of exchange rate
pressures and utility price adjustments before moderating to 17.4 per cent in
October 2015. Over the review period, food inflation increased from 6.8 per cent
in December 2014 to 7.8 percent in October 2015 while non-food inflation
experienced a decline from 23.9 percent in December 2014 to 23.0 per cent in
October 2015, as shown in Figure 3 .
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Figure 3: Inflation Trends, December 2014 -October 2015
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Given the challenges in the exchange rate market coupled with base effects of
utility price adjustments during the year, the rate of inflation is expected to peak
during the beginning of the fourth quarter and moderate towards target at the
end of 2015. The up-side risks to inflation include exchange rate depreciation
and energy supply challenges.

MONETARY SECTOR DEVELOPMENTS

Broad Money

Mr. Speaker, developments in the monetary sector showed slower growth in
monetary aggregates during the first -nine months of 2015. Broad money supply
(M2+), made up of currency in circulation, demand deposits, and foreign

currency deposits grew at 23.3 percent (GH¢7,473.9 million) year-on-year in
September 2015 compared to a growth of 33.6 percent (GH¢8,054.3 million) in
September 2014. The performance of M2+ was driven largely by the growth in

the Net Domestic Assets (NDA), which went up by 38.7 per cent (GH¢9,969.1
million) at the end of September, 2015. The Net Foreign Assets (NFA) however,
decreased by 39.7 per cent (GH¢2,495.2 million). At the end of September 2015,
M2+ stood at GH(¢39,526.2 million, compared with GH¢32,052.3 million in
September 2014.

Going forward, monetary growth is projected to be moderate in 2015 compared
to 2014. M2+ is projected to grow at 22.3 percent at the end of 2015 compared
to a growth of 36.8 per cent in 2014. Similarly, reserve money growth is
projected to moderate to 18.6 per cent year on year compared to a growth of
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30.1 per cent in 2014. The expected moderation in monetary growth is expected
to exert a dampening effect on inflation.

Credit to Public and Private Sector

Mr. Speaker, total outstanding credit to the public and private sectors stood at
GH¢28,730.7 million at the end of September 2015, compared with outstanding
credit of GH¢23,769.0 million as at September 2014. This showed a nominal
year-on-year growth in credit of 20.9 per cent (GH¢4,961.7million) in September
2015, compared with a growth of 50.6 percent (GH¢8,000.7 million) in
September 2014. In real terms, however, credit from banks declined from 26.6
per cent year-on-year in September 2014 to 3.7 percent in September 2015. The
private sector accounted for 82.4 percent of total outstanding credit at the end
of the review period com pared with 87.4 percent in September 2014.

Interest Rate

Mr. Speaker, interest rates on the money market during the review period

generally showed mixed performance. The Bank of Ghana Policy Rate was
increased from 21.0 percent in December 2014 to 25.0 percent in September
2015. Rates on the 91-day and 182-day Treasury bills however declined from
25.8 percent and 26.4 percent respectively in December 2014 to 25.2 percent

and 25.9 percent in September 2015. The interbank weighted average rate

however declined from 23.9 percent in December 2014 to settle at 23.6 percent

in September 2015, while the average base rate increased from 25.7 percent to

26.8 percent over the same period. The 3-month time deposit rates declined

from 13.9 percent to 13.0 percent, whil e the average lending rate remained

stable at 29.0 percent.

Stock Market Performance

Mr. Speaker, developments on the stock market indicate a subdued performance
during the review period compared with 2014. The Ghana Stock Exchange
Composite-index declined by 6.7 percent (145.3 points) during the period to

close the month of September 2015 at 2009.5 points compared with a gain of
4.4 percent (94.5 points) to 2,239.7 points in the same period of 2014. The

slump reflects the sluggishness in the market with m ost investors, particularly,
retailers selling to cut losses. Total market capitalization declined by 3.8 percent
to settle at GH¢62,164.6 million compared with the same period in 2014 when

market capitalization was GH¢64,515.3 million.

Exchange Rate

Mr. Speaker, developments in the exchange rate over the nine month period
showed a general weakness in the Ghana cedi against the major trading partners
except for the month of July during which the cedi regained some value. In the

interbank market, over the nine month period, the Ghana cedi depreciated
cumulatively by 14.8 percent, 12.6 percent and 7.8 percent against the US dollar,

~ 18 ~



61.

62.

63.

64.

65.

66.

Theme:A Consol i dati ng aBrightgrMesis utmo W a m angi

the Pound sterling and the Euro, respectively, compared to a much higher
depreciation of 31.2 percent, 29.3 percent and 23.6 percent recorded in the
corresponding period of 2014. Increased demand for foreign exchange for loan
repayments and imports, however, means that demand pressures still remain,
though much more contained.

EXTERNAL SECTOR

Mr. Speaker, the value of merchandise exports for January to September 2015
was provisionally estimated at US$7,750.8 million, indicating a decrease of
US$2,312.1 million (23.0%) compared with US$10,062.9 million recorded for the

same period in 2014. Falling commodity prices (gold, cocoa and oil) coupled with

decreased production of all the major export commodities resulted in a low

turnout in exports.

Mr. Speaker, the value of crude oil exports was estimated at US$1,468.8 million
for the period January to September, 2015 compared to US$2,925.7 million
recorded for the same period in 2014. The average realized price of oil decreased
significantly by 48.8 per cent to US$54.9 per barrel while volume exported also
decreased by 2.0 percent to 26.7 million barrels during the review period.

Gold exports amounted to US$2,445.2 million during the review period compared
to US$3,369.3 million in the corresponding period of 2014. The average realized
price decreased by 8.2 per cent to US$1,181.6 per fine ounce while the volume
exported decreased by 21.0 per cent to 2.1 million fine ounces.

Mr. Speaker, earnings from cocoa beans and products exports amounted to
US$1,921.7 million at end-September, 2015, almost equal to uS$1,921.7 realized
in the same period in 2014. Earnings from cocoa beans amounted to US$1,340.4
million. The realized price of cocoa beans increased by 22.2 per cent to settle at
US$2,990.9 per ton while volume exported decreased by 21.0 per cent to
448,148.4 tons.

Mr. Speaker, total value of merchandise imports for the first nine months of 2015
amounted to US$10,091.1 million, down by 6.3 percent (US$682.5 million). The
decline was due to a drop in the importation of oil and gas.

Total value of oil and gas imports amounted to US$1,574.4 million compared
with US$2,702.5 million recorded for the same period in 2014, mainly on account
of the decline in crude oil prices. The total non-oil merchandised imports
(including electricity) was provisionally estimated at US$8,516.7 million for the
review period compared to an outturn of US$8,071.0 million recorded in the
corresponding period in 2014. This rise in non-oil imports reflected in all the
broad economic categories.
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Mr. Speaker, the provisional trade balance for the first nine months of 2015
showed a deficit of US$2,340.3 million compared with a deficit of US$710.7
million recorded during the same period in 2014. The declines in exports which
outpaced the drop in imports led to the worsening deficit position. The poor
performance of exports was mainly as a result of the worsening commodity
prices and lower export volumes of key export commaodities.

Mr. Speaker, by the end of 2015, it is expected that the country will register a
trade deficit of US$3,537.0 (9.8% of GDP) and a current account deficit of
US$2,927.0 (8.1 percent of GDP). This wil be financed from net capital and
financial account inflows, leading to an overall balance of payments surplus of
US$57 million.

Gross Foreign Assets

Mr . Speaker, the c¢oun#istogdiasUS$AB2190 sillidnatr e i g n

the end of September 2015, sufficient to cover 2.8 months of imports compared
to US$5,679.20 million (3.9 months import cover) at the end of September 2014.
It is projected to rise to US$6,469 million at the end of 2015, sufficient to cover
4.0 months of import of goods and servi ces.

FISCAL DEVELOPMENTS

Fiscal Policy Objectives and Measures

Mr. Speaker, consistent with Government6s

2015 Budget, the 2015 Budget targeted a reduction in the fiscal deficit from 10.2
percent of GDP in 2014 to 6.5 percent of GDP in 2015. However, due to the
decline in crude oil prices, the deficit target for 2015 was revised to 7.3 percent
of GDP in the 2015 Mid-Year Review.

Mr . Speaker, to achieve the fiscal
challenges, the 2015 Budget introduced a number of revenue and expenditure
measures to complement the fiscal measures introduced in 2013 and 2014.
These measures include:

9 imposition of the 17.5 percent Special Petroleum Tax;

1 the VAT on fee-based financial services

1 extension of the National Fiscal Stabilization Levy of 5 percent and special
import levy of 1 -2 percent to 2017;

T increase in the withholding tax on
to 20 percent; and

1 change in the VAT on Real Estate from 17.5 percent to a flat rate of 5
percent.

2Includes foreign encumbered assets and oil funds
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Mr. Speaker, preliminary data for the first nine months of the year indicate higher
than projected revenues and contained expenditures for the period. Due to the
strong performance of revenues, a fiscal deficit of 5.1 percent of GDP (cash
basis), against a target of 5.7 percent was recorded during the period. This
compares to a deficit equivalent to 6.4 percent of GDP for the same period in
2014, an indication that

Government fiscal position for January to September and outlook for the rest of
2015 are summarized in Table 5.

Table 5: Summary of Central Government Operations and Financing T
2015

Government 6s

2014 (Jan-Sept) | 2015Revised | 2015 (Jan-Sept) | 2015 (Jan-Sept) |Jan.-Sept.| 2015 Proj. Qutturn| % Change | %
Actual Outturn | Budget Estimate Target Prov.Outturn 2015 over Revised| Change
Budget Est. | over
Item 014
Amt. | %of | Amt |%of | Amt. | %of | Amt. | %of | % Amt. | Y%of % %
(GH¢M) GDP | (GH¢M) | GDP | (GH¢M)  GDP | (GH&M) | GDP | Deviation | (GH¢M) = GDP
a b ¢ d e f g h | i=(gle) ) k I=(j/c) |m=(fla)

Total Revenue & Grants | 17,7217 15.6) 3052620 22.8 219184 163 227246 170 37 321892 241 54 282

Total Expenditure & Arrears

Clearance 249511 220 40,2536 30.0, 295018 22.0] 294695 221 0.1 419314 315 42 181

Overall Fiscal Balance. | 72294 64| 97274 73 75834 57 6749 51 AL 9742 73 02 47

Total Finencing 7294 64 9774 73 7534 57 6749 54 14 92 13 02 47

0fw DomesticFinancing | 1982.2 1.7 49785 37 29057 2.2 46804 35 6Ll 45011 34 96/ 1361

Source: Ministry of Finance

Revenue

Mr. Speaker, total revenue and grants for the first three quarters of 2015
amounted to GH¢22,724.6 million, equivalent to 17.0 percent of GDP, against a
target of GH¢21,918.4 million, equivalent to 16.3 percent of GDP. The over
performance in total revenue and grants is mainly due to the on-going tax
administration reforms, implementation of new tax measures, particularly, the
2.5 percentage points increase in VAT, special petroleum tax and improvement
in the efficiency in tax collection. In nominal terms, the outturn was 28.2 percent
higher than the outturn for the same period in 2014. Total revenue and grants,
for the year as a whole, is projected at GH¢32,189.2 million, 5.4 percent higher
than the revised Budget target for the year.

Domestic revenue, made up of tax and non-tax revenue for the period under
review, amounted to GH(¢21,216.8 million, against the budget target of
GH¢20,224.2 million. The outturn was 4.9 percent higher than the budget target
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and 25.0 percent higher than the outturn for the same peri od in 2014. The

performance of domestic revenues was mainly due to the strong performance of

taxes on domestic goods and services. Based on this performance, domestic
revenue for the year as a whole is projected at GH¢30,171.9 million, 5.8 percent

higher than the revised budget estimate of GH¢28,524.5 million.

Central Government revenues and grants for January to September 2015 and
outlook for the year are summarized in Table 6.

Table 6: Summary of Central Government Revenues and Grants 1
2015
2014 (Jan-Sept) |2015 Revised Budget| 2015 (Jan-Sept) 2015 (Jan-Sept) | Jan.-Sept. | 2015 Proj. Outturn | % Change | %
Actual Outturn Estimate Target Prov.Outturn 2015 over Revised| Change
Budget Est. | over
Item 2014
Amt, % of Amt,  Y%of Amt, Y% of Amt, % of % Amt, % of % %
(GH¢M) | GDP | (GH¢M) GDP | (GH¢M) | GDP | (GH¢M) | GDP | Deviation | (GH¢M) | GDP
a b ] d e f g h | i=(g/e) i k I=(jfc) |m=(fla)
Total Revenue & Grants 177217 156| 305262 228 219184 163 227246| 170 37) 31802 A1 54 282
Domestic Revenue 169791 150| 285245 213] 202242 151 212168 159 49 01719 226 58 250
o/w Oil Revenue 21823 19| 17669 13| 1357 10| 12602] 09 69 17401 13 -5 423
Tax Revenue 133888 118| 231279 173 160765 120] 172870 13.0 750 251199 188 86 2.1
o/w Qil Revenue 11395 10 4983 04 B 03 387 03 0.2 4883 04 200 -66.5
Non-Tax Revenue 34194 30| 5240 39 402075 30 36698 28 B9 47537 36 48 73
o/w Ol Revenue 10428 09| 12686 09 9725 07 8785, 07 S7 1518 09 -13] 158
Others (Social Contributions) 1709 02 1826 01 1202 04 2599| 02 1162 2983 02 634/ 521
Grants 426 07| 20008 15 16941 13 15079 4] -0 20173 15 08 103.0

Source: Ministry of Finance

Mr. Speaker, total tax revenue including oil, amounted to GH¢17,287.0 million,
7.5 percent higher than the target of GH¢16,076.5 million. Total non -oil tax
revenue for the period amounted to GH¢16,905.3 million, 7.7 percent higher
than the budget target of GH¢15,695.3 million. On a year -on-year basis, the
outturn for tax revenue was 29.1 percent higher than the outturn for the same
period in 2014. For the year as a whole, total tax revenue is projected at
GH¢25,119.9 million, 8.6 percent higher than the revised budget estimate of
GH¢23,127.9 million.

Total oil revenue from January to September 2015, amounted to GH¢1,260.2
million, against a target of GH¢1,353.7 million. For the year as a whole, total oil
revenue is estimated at GH¢1,740.1 million, 1.5 percent lower than the revised
budget estimate.
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Table 7 shows the details of total Government tax revenue performance for
January to September, 2015 and outlook for the year.

Table 7: Total Government Tax Revenue T January to September
2014 (Jan-Sept) |2015 Revised Budget| 2015 (Jan-Sept) 2015 (Jan-Sept) | Jan.-Sept. | 2015 Proj. Outturn | % Change %
Actual Outturn Estimate Target Prov.Outturn 2015 over Revised| Change
Budget Est. | over
Item 014
Amt, % of Amt. | %of |  Amt %of | Amt. | %of | % Amt. | % of o %
(GH¢M) | GDP | (GH¢M) | GDP | (GH¢M) | GDP | (GH¢M)  GDP | Deviation | (GH¢M) | GDP
a b c d e f 9 h | i=(g/e) i k I=(j/c) |m=(f/a)
Total Tax Rev. excl. exemptions | 12,6058 | 11.1| 223746| 16.7] 15534.8| 11.6] 15678.1 118 09 23,0225| 173 29 244
Total Tax Rev. incl. exemptions | 13,388.8 | 11.8| 23,1279| 17.3] 16,0765| 12.0] 17287.0 13.0 7.5 251199 | 188 8.6 29.1

Taxes on Income & Property | 6,094.1 | 54| 94108 | 7.0 64129 | 48| 61178 4.6 -46 94882 | 7.1 08 04

o/w Personal Income Tax 21316 19| 38121 28 27245 20, 24809 19 -89 37643 28 -1.3] 164
o/w Company Taxes 20330 18| 37537 28| 23781| 18 24631 18 36 41674 31 1100 212

Taxes on Domestic Goods &

Services 45523 | 4.0| 93484 7.0/ 67666 50 74348 56 9.9 95387 | 7.2 2.0, 633
o/w VAT 32979 29| 57607 43 42165 31 46270 35 9.7 58089| 44 0.8 403
o/w Excise 5431 05| 23035 17 16381 12 18820 14 149 24463 | 18 6.2 246.6
ofw NHIL 5%3| 05| 10031 07 7015, 05 7433 06 6.0 1,0031| 08 00 341
ojw CST 1569 01 2811 0.2 2105, 02 1825 04 133 2805) 02 0.2 163

International Trade Taxes 2,7424 | 24| 4368.7 33| 28970 | 22 37344 28 289 6,093.0 | 4.6 395 36.2

ofw Import Duty 19595 17| 32753 24 23553| 18 20449 15 -132] 3555.0| 27 85 44
ofw Exports 0.00, 0.00 3400 03 000 00 806 0.1 0.0 4406 | 03 296 0.0
ofw Exemptions (non-cash) 7829, 07 7533 0.6 5417 04 16089 12 1970, 20975 1.6 1784 1055

Source: Ministry of Finance

Grant disbursement from our development partners for the first three quarters
of 2015 was GH¢1,507.9 million, 16.4 percent lower than the budget target of
GH¢1,694.1 million but 103.0 percent higher than the outturn recorded during
the same period in 2014. It is worth noting that for the first time in the last three
years Development Partners have disbursed their budget support pledges as
planned. Total 2015 end-year grant disbursements are projected at GH¢2,017.3
million, 0.8 percent higher than the Budget estimate.

Expenditure

Mr. Speaker, total expenditure, including payments for the clearance of arrears
and outstanding commitments for the first three quarters of the year amounted
to GH¢29,469.5 million (22.1 percent of GDP) against a target of GH¢29,501.8
million (22.0 percent of GDP). The outturn was 0.1 percent lower than the budget
target and 18.1 percent higher than the outturn for the corresponding period in
2014. Total expenditure for the year, including provision for the clearance of
arrears and commitments, is projected at GH¢41,931.4 million (31.5 percent of
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GDP) and 4.2 percent higher than the revised budget estimate on account of the
clearance of more arrears than budgeted.

Expenditure on Wages and Salaries from January to September, 2015 totlled
GH¢7,659.4 million, 0.9 percent lower than the budget target of GH¢7,732.0
million and 10.0 percent higher than the outturn for the same period in 2014. In
addition to this, an amount of GH¢613.0 million was spent on the clearance of
wage arrears. Wages and salaries, for the year as a whole, is projected to remain
the same as budgeted i.e. at GH¢10,286.5 million.

Expenditure on Goods and Services for the period under review, amounted to
GH¢1,133.2 million, against a budget target of GH¢1,192.6 million. Expenditure
on Goods and Services for the whole year is projected at GH¢1,856.4 million,
same as the revised budget estimate.

Mr. Speaker, interest payment for the period totalled GH¢6,385.0 million, 3.6
percent lower than the budget target of GH¢6,6 24.1 million and 31.2 percent
higher than the outturn for the corresponding period in 2014. Of this amount,
domestic interest payment was GH¢5,105.9 million, 3.9 percent lower than the
budget target. The lower than estimated spending on interest cost was m ainly
as a result of lower than planned domestic financing for the period. On a year -
on-year basis, domestic interest cost grew by 23.3 percent. Total interest cost
for the whole year is projected at GH¢7,734.0 million, same as the revised budget
estimate.

Mr. Speaker, total capital expenditure for the first nine months of 2015 amounted
to GH¢4,787.6 million, 8.4 percent higher than the budget target for the period.
Of the total capital expenditure, domestically -financed capital expenditure was
GH¢790.0 million. On account of more disbursement of project loans than
anticipated in the Budget, total capital expenditure for the year as a whole is
projected at GH¢6,584.0 million, 3.6 percent higher than the revised Budget
estimate.

Grants to other government units which includes transfers to the District
Assemblies Common Fund (DACF), Ghana Education Trust Fund (GETFund)
among others is projected to be GH¢6,926.7 million, 3.7 percent lower than the
revised budget target of GH¢7,190.1 million. This is mainly on account of
projected lower retained internally generated funds.

During the period under review, a total amount of GH¢2,047.2 million, against a

target of GH(¢2,186.9 million was spent on the clearance of arrears and
outstanding commitments.
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Central Government expenditures for January to September, 2014 and outlook
for the year are summarized in Table 8.

Table 8: Summary of Central Government Expenditures i January to
September

Source: Ministry of Finance

Overall Budget Balance and Financing

Mr. Speaker, based on revenue and expenditure outturns for the first three
quarters of the year, the overall budget balance on cash basis registered a deficit
of GH¢6,744.9 million, equivalent to 5.1 percent of GDP. This was against a
deficit target of GH¢7,583.4 million, equivalent to 5.7 percent of GDP.

Based on the projected revenue and expenditure for end-2015 fiscal year, the
fiscal deficit on a cash basis is projected at GH¢9,742.2 million (7.3 percent of
GDP).
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