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Executive summary 

This Bulletin examines to what extent the international macro crises over the past few years have 
affected private capital flows and investment positions in sub-Saharan African (SSA) countries. 
Overall it paints a positive picture of increasing private sector capital flows, after a subdued period 
just after the onset of the global financial crisis of 2008–9. But it also reports on the rapidly 
changing nature of private capital flows to SSA, with bond flows, international lending and portfolio 
flows playing an increasingly important part in growing private capital flows.  

There are a number of notable trends characterising the changing nature of private capital flows to 
SSA.  

• Inward foreign direct investment (FDI) flows to SSA increased from less than US$ 15 
billion in 2001 to about US$ 37 billion in 2011 (based on United Nations Conference on 
Trade and Development (UNCTAD) data), with declines in 2009 and 2010 due to the global 
financial crisis. In 2010 FDI flows from Brazil, Russian Federation, India, China and South 
Africa (the BRICS) to SSA represented 25% of total FDI flows. 

• Net portfolio equity inflows to SSA started to recover after the crisis to reach US$ 16 
billion in 2010 (World Bank data) but declined in 2011 because of activity in South Africa 
(portfolio flows to the rest of SSA increased over 2010–11). They were close to zero at the 
start of the decade, and there were outflows of US$ 5 billion in 2008. Recent indications for 
portfolio inflows (equity and bonds) point to a buoyant picture e.g. in Nigeria. 

• Bond flows to SSA increased from close to US$ 2 billion in 2001 to US$ 7 billion in 2007, 
but turned negative in 2008 (World Bank data). They have since recovered to US$ 6 billion 
in 2011 and experienced much dynamism into 2012 and 2013. Several African countries 
have now issued bonds and others are considering doing so in 2013. Bond yields in 
Zambia – where the US$ 750 million bond issue (to finance infrastructure) in September 
2012 was reportedly oversubscribed 15 times – were, at 5.4%, lower than in some 
European countries (Greece, Portugal, and Spain) in the past year. Nigeria, Angola, 
Ghana, Kenya and Rwanda together plan to issue US$ 4 billion of bonds in 2013. 

• International bank lending exposure reached a high of US$ 118 billion in 2007, from 
around US$ 60 billion at the start of the decade, then dropped during the financial crisis but 
have since increased to a new high of US$ 138 billion in September 2012 (Bank for 
International Settlements (BIS) data). 

• Using various flows from one data set (World Bank), Table ES 1 shows that the share of 
FDI in private capital flows to SSA has declined, from nearly 100% in 2001 to around 
three quarters of total flows in 2011 (albeit with a larger share during the global financial 
crisis, e.g. in 2008). The evidence in this Bulletin (e.g. significant bond activity in Zambia or 
equity inflows in Nigeria) suggests that capital flows beyond FDI will also be important for 
SSA over 2012–13 and into the future, although this will affect the more developed SSA 
countries more than SSA fragile states which will continue to rely on official development 
assistance (ODA) (and increasingly FDI) for some time. 

• Private capital flows to SSA are larger than (i) ODA to SSA (at US$ 43 billion in 2011, US$ 
14 billion in 2001, (ii) remittances to SSA (at US$ 31 billion in 2011, US$ 4.8 billion in 
2001), (iii) Chinese (announced) loans to Africa (US$ 7 billion per annum over 2013–15); 
total ODA-like flows by BRICS were US$ 3.8 billion in 2011 (Organisation for Economic 
Cooperation and Development, Development Assistance Committee), (iv) International 
Finance Corporation investments of US$ 2.2 billion in SSA in financial year 2011; (v) 
International Development Association/International Bank for Reconstruction and 
Development credits to SSA (US$ 36.3 billion in 2011). 
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Table ES 1: The changing nature of private capital flows to SSA, 2001–11 
SSA (incl. South Africa)  

2001 2007 2008 2009 2010 2011 

FDI, net inflows (US$ billion) 15 30 39.1 34.7 28.8 40.9 

Bond flows (US$ billion) 2 7.5 -1.6 2 1.4 6 

Net portfolio equity inflows (US$ billion) -0.9 10.2 -5.7 10.8 16 8.3 

Total above (US$ billion) 16.1 47.7 31.8 47.5 46.2 55.2 

Ratio FDI in total above  0.93 0.63 1.23 0.73 0.62 0.74 

SSA (excl. South Africa) 

2001 2007 2008 2009 2010 2011 

FDI, net inflows (US$ billion) 7.7 24 29.5 29.3 27.5 35.2 

Bond flows (US$ billion) 0 1.9 0 0.2 -0.2 1.5 

Net portfolio equity inflow (US$ billion) 0.05 1.5 -1 1.4 10.1 12.1 

Total above (US$ billion) 7.75 27.4 28.5 30.9 37.4 48.8 

Ratio FDI in total above  0.99 0.88 1.04 0.95 0.74 0.72 

Source: World Development Indicators, authors’ own calculations. 

This Bulletin also examines levels and trends in Africa’s public and private wealth, as reported in 
official statistics (this means capital flight and Africa’s investment assets will be underreported). 

• Using official data, we estimate that very few SSA countries have a positive net 
international investment position (NIIP). SSA’s NIIP was a negative US$ 200 billion in 
2010 according to the official statistics, but – as noted above – these underreport capital 
flight (which some estimate to be around a cumulative US$ 800 billion over the period 
1970–2010) and gross assets abroad. There was a marked improvement in the net wealth 
position over 2003–7 across the board and after 2008 this increase has continued in 16 
SSA countries, but it reversed in 24. 

• The net direct investment position (NDIP) was negative for SSA over 2009–11, hovering 
around -14% of gross domestic product (GDP) according to International Monetary Fund 
(IMF) data. Underlying this, there are large gross liabilities and assets for direct investment 
in SSA which amounted to 37% and 24% of GDP respectively in 2010 (according to the 
IMF data). UNCTAD data suggest that the net FDI position in 2011 was a negative 21% of 
GDP. 

• The gross positions on portfolio investment (on the basis of a handful of the largest 
SSA countries) range between 10 and 30% of GDP, whilst the net position was around 
10–15% of GDP. 

• The data suggest that external debt in SSA declined as a percentage of GDP up until 
2008, but that this decline was halted with the onset of the global financial crisis.  

• Private external long-term debt increased dramatically in most African countries over 
2008–11, doubling in South Africa and increasing by 60% in the group of countries for 
which we have data (Angola, Cameroon, Côte d'Ivoire, Madagascar, Mauritius, Nigeria, 
Senegal, Tanzania, Uganda, Zambia and Zimbabwe). 

• Public debt (as a percentage of GDP) has stabilised in most country groups after rapid 
declines due to debt relief in the mid-2000s, although it has increased in Africa’s middle-
income countries (MICs).  

• Domestic credit to the private sector (as a percentage of GDP) continued to increase 
over 2008–11, at a similarly rapid rate to that experienced during 2003–8. Notable 
exceptions include Zambia, Seychelles, Nigeria and South Africa, which have suffered 
declines in recent years. 

• African countries (especially oil-exporting countries) have used international reserves 
assets to cushion the impact of the global financial crisis and finance a worsening of the 
current account. 

Private capital flows play an increasingly important role in African development. Their volumes and 
volatility affect growth prospects. In this context, policy makers need to be concerned with the 
impact of private capital flows and consider the following issues. 
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• Policy makers need to watch how different current account experiences accumulate into 
diverging net asset positions. On present trends, with current accounts still deteriorating 
in many countries, there will be winners and losers in net assets unless increased inward 
investment is used to grow and develop sustainably. Some countries may develop 
unsustainable negative wealth positions (e.g. by not attracting sufficient capital or by failing 
to invest bond receipts wisely). 

• Countries need to watch the composition of private capital flows carefully. There has 
been a move towards non-concessional and private (bond financing, bank lending) 
financing and the composition of private capital flows is also changing. The way in which 
countries regulate FDI and respond to it is different from managing the systematic 
implications of and responding to rapid increases in private external debt, portfolio flows, 
and bond flows. Bond issuances have become increasingly popular, especially following 
the Zambian experience of 2012, and a question is whether and how other, poorer African 
countries can use this experience to issue government bonds in the future. 

• As a first step, countries will need to improve the availability of the information necessary 
to manage the transition towards new types of private capital flows as well the 
situation after the transition. This requires better reporting on gross and net assets and 
liabilities not only by African countries but also by other investors in Africa, including 
increased transparency by G20 countries. In this respect, the United Kingdom (UK) and 
Germany report stocks data for far fewer African countries than does China. It would be 
useful if developed countries increased the transparency of their FDI reporting and also 
reported on their FDI assets and liabilities to Africa on a country-by-country basis (e.g. 
through the G8 or G20). 

• As a second step, countries (and agencies supporting them) will need to develop 
institutions (in the broadest sense) to regulate and respond to changes in capital 
flows. Such institutions can over the mid to long run (and short run in some countries) 
contribute to aid-exit. We have described the extent to which seven SSA countries have 
already issued bonds, and there are many plans for more. There are advantages (e.g. 
fewer conditions, longer maturities), but also challenges (the build-up of debt requires good 
debt management departments and good returns on use of funds in order to repay private 
creditors rather than official institutions). 

In conclusion, after a marked impact of the global financial crisis on private capital flows to SSA 
shortly after 2008, there now seems to be a return to a new normal of a more diversified and 
growing set of capital flows. New and growing capital flows offer increasing opportunities for 
African countries to finance their growth and development, but major challenges need to be 
addressed. 
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1 Introduction  

We have in the past year published two Shockwatch Bulletins (Massa et al., 2012a and 2012b) 
highlighting the importance of external shocks such as the euro zone crisis and oil price shocks for 
low-income countries (LICs). Both Bulletins pointed to the different levels of LIC vulnerability to 
different types of crises and examined how countries had already been affected by trade and 
financial flows. This Bulletin examines to what extent the crises over the past few years have 
affected private capital flows and investment positions in SSA countries. Overall, it shows that 
private sector capital flows are increasing, after a subdued period during the global financial crisis. 
But the nature of private capital flows is changing, with bond flows, international lending and 
portfolio flows becoming an increasingly important part of private capital flows across SSA.  

A key question that policy makers face is how private capital flows have been affected during the 
recent global crises and periods of instability over the last decade. How have crises affected SSA 
and are there any long-term effects in terms of capital stocks? The normal way to examine these 
issues is by providing updates on capital flows, and we do this here. But we also need to 
understand international investment positions (IIPs) to obtain a longer-term perspective. Countries 
can run a government or current account deficit for a few years, but such deficits would accumulate 
to potentially unsustainable levels if this persisted over a longer period of time. We know what 
happens when governments run out of credit: they need to spend less or raise taxes. When 
countries continue to run current account deficits financed by capital inflows, and when aid is not 
remaining at high level, their currency will need to depreciate and the productivity of inflows to be 
enhanced. If these measures fail they will run into severe balance sheet problems and will continue 
to be in need of international support. We therefore examine the available data for both flows and 
positions.  

We examine private capital flows in Section 2 and investment positions in Section 3 of this Bulletin. 
Section 4 concludes. 
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2 Private capital flows to Sub Saharan Africa 

This section discusses private capital flows to SSA and examines FDI flows, portfolio flows, bond 
flows, bank lending and trade finance in turn in more detail in Sections 2.1–2.5. Section 2.6 
summarises the findings. 

2.1 Foreign direct investment 

According to UNCTAD data and estimates (UNCTAD, 2013) global FDI declined by 18% in 2012 to 
US$ 1.3 trillion. From a 2007 peak of US$ 2 trillion it fell to US$ 1.8 trillion in 2008 and then US$ 
1.2 trillion in 2009, followed by a recovery in 2010 and 2011 to US$ 1.4 and US$ 1.6 trillion 
respectively. The estimated decline in FDI in 2012 is in marked contrast to the increases in GDP, 
fixed capital formation, trade and employment. But developed countries accounted for 90% of the 
US$ 300 billion drop in 2012, and – for the first time – developing countries received more FDI 
(US$ 680 billion) than developed (US$ 550 billion). FDI to developing countries overall was 
relatively resilient, decreasing by only 3%. FDI to Africa and Latin America actually increased (by 
5.5% and 7% respectively), but there was a 10% decline in flows to Asia.  

FDI flows to SSA have experienced a significant increase over the past decade, moving from less 
than US$ 7 billion in 2000 to about US$ 37 billion in 2011 (Figure 2.1; UNCTAD, 2012). Between 
2006 and 2008 inward FDI to SSA grew by about 118%, reaching its highest level at US$ 37.3 
billion. In 2009 and 2010 FDI inflows to SSA declined owing to the global economic and financial 
crisis. This led to a number of planned investments in, among others, South Africa, Democratic 
Republic of the Congo, Liberia, Malawi, Ethiopia and Tanzania being postponed or cancelled 
(Brambila-Macias and Massa, 2010). In 2011 FDI inflows rebounded to a value very close to the 
2008 pre-crisis level.  

Figure 2.1: SSA: inward FDI flows, total and by income group 

 
Note: Country income groups as per World Bank classification at July 2012. 
Source: Authors' calculations based on data from UNCTADSTAT.  

Although African countries have long been seen as attractive because of Africa’s vast natural 
resources endowment, a recent survey conducted by the Economist Intelligence Unit (2012) 
suggests that a number of other factors have also been significant in enhancing SSA 
attractiveness to investors over the past few years. The most important, in order of importance, 
are: (i) Africa’s emerging middle class and different consumption patterns; (ii) its strong economic 
growth; and (iii) high commodity prices. These are followed by several other factors such as 
increasing political stability, favourable demographics, and improved fiscal and monetary policy. 

As is evident in Figure 2.1, MICs have attracted the bulk of inward FDI to SSA over time. However, 
this was also the group which suffered the largest declines in FDI inflows in 2009 and 2010. 
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Indeed, while FDI inflows to LICs experienced year-on-year increases of 3% and 35% in 2009 and 
2010 respectively, those to MICs declined by about 13% and 37% in the same years. Among 
MICs, Nigeria and South Africa were the largest recipients of inward FDI in 2011; Mozambique, 
Chad, Democratic Republic of the Congo, Guinea, and Tanzania were the top five LIC destinations 
of FDI inflows (Figure 2.2). 

Figure 2.2: SSA: inward FDI flows by country, 2011 

   
Note: Country income groups as per World Bank classification at July 2012.  
Source: Authors' calculations based on data from UNCTADSTAT.  

It is noteworthy also that over the last decade most of the FDI inflows to SSA MICs and LICs were 
to natural-resource-rich developing countries (RRDCs),1 as shown in Figure 2.3. However, the 
increase in FDI flows to non-resource rich countries (non-RRDCs)1 was greater than in those to 
RRDCs. FDI directed to RRDCs was affected by the global turmoil, experiencing a year-on-year 
decline of 15% between 2009 and 2010, while that to non-RRDCs continued to increase. 

Looking at the countries of origin of FDI, Europe is a key investor in SSA and, as Figure 2.4 shows, 
FDI inflows to SSA from European Union (EU) countries experienced an upward trend up until 
2009, before contracting in 2010 and 2011, partly because of the euro zone crisis.  

The BRICS have also become important investors in Africa. Data show that in 2010 BRICS 
represented 25% of total FDI flows to the continent (Table 2.1). FDI flows from the EU, which is still 
the largest investor in Africa, accounted for 41% of the region’s FDI flows in the same year. 

                                                 
1  Throughout this Bulletin SSA RRDCs are as defined in IMF (2012), Appendix 1, i.e.: Angola, Cameroon, Chad, 

Congo, Côte d'Ivoire, Democratic Republic of the Congo, Equatorial Guinea, Gabon, Guinea, Liberia, Mali, 
Mauritania, Niger, Nigeria, Sudan, Zambia.  

 SSA non-RRDCs are defined in this Bulletin as all other LIC or lower-middle-income SSA countries. 
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Figure 2.3: SSA: inward FDI flows by RRDCs/non-RRDCs 

 
Notes: See footnote 1 (page 3) for countries included in RRDC/non-RRDC aggregates. 
Source: Authors' calculations based on data from UNCTADSTAT.  

Figure 2.4: SSA: Inward FDI flows from EU 

 
Notes: Data are for EU25 2001–3 and for EU27 as from 2004. 'SSA total ' = Eurostat aggregate 'African ACP [African, Caribbean and 
Pacific] states' (which includes South Africa). 
Source: Authors' calculations based on data from Eurostat.  

Table 2.1: Africa: estimated FDI inflows, 2010 
Millions of dollars Share in total (%) 

Home region   

Total world 39,540 100 

Developed countries 26,730 68 

EU 16,218 41 

North America 9,281 23 

Developing economies 12,635 32 

Asia 9,332 24 

South-East Europe and Commonwealth of Independent States 175 0 

Memorandum 

BRICS 10,007 25 
Source: UNCTAD (2013). 
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Among BRICS, the major investor in Africa is China, followed by India and South Africa (Figure 
2.5).  

Figure 2.5. Africa: top 20 investors in terms of FDI flows, 2011  

 
Note: Data shown are only for those countries reporting outward FDI to Africa in 2011. 
Source: Adapted from UNCTAD (2013).  

Chinese FDI flows to SSA have grown very rapidly since the mid-2000s, reaching a high of US$ 
5,416 billion in 2008 (Figure 2.6). After experiencing an 80% decline in 2009 after a one-off large 
investment, they recovered slightly to US$ 1,883 billion in 2010 – which is still significantly below 
the 2008 peak.  

Figure 2.6: SSA: inward FDI flows from China, total and by income group 

 
Note: Country income groups as per World Bank classification at July 2012. 
Source: Authors' calculations based on Ministry of Commerce of People’s Republic of China (2009 and 2011: Table 1).  

A number of factors within China as well as within SSA have contributed to the increase in Chinese 
investment in SSA countries (Mlachila and Takebe, 2011). The Chinese factors include: 

• abundant foreign reserves: China has accumulated significant foreign reserves and wants 
to invest abroad to prevent its local currency from appreciating; 

• increasing natural-resource security concerns: in order to support the high growth rates at 
home, China needs to buy natural resources abroad, since it is able to produce only less 
than half of its domestic needs, and it prefers to do this by investing; 

• Chinese government support for outward FDI as part of the ‘Going global’ policy, partly 
because of the above two reasons; 
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• rising labour costs in China: the increasing competition for labour and rising wages in the 
home market lead Chinese firms to seek lower labour and production costs abroad; 

• more acceptance of risk: there are studies suggesting that Chinese investors are less risk 
averse than those from developed countries (see, e.g., Center for Chinese Studies, 2010). 

A key factor in Chinese FDI to SSA was Africa’s richness in natural resources (Mlachila and 
Takebe, 2011). For example, the continent has large reserves of oil (e.g. in Nigeria and Angola) 
and is also rich in non-fuel minerals (e.g. platinum and gold in South Africa, cobalt in Democratic 
Republic of the Congo, copper in Zambia and diamonds in Angola). Besides this, other 
macroeconomic and structural factors (e.g. improved investment and business environment, better 
macroeconomic conditions, and privatisation processes, among others) are also relevant to the 
increase of Chinese FDI in SSA.  

Chinese FDI flows to SSA are directed mainly to RRDCs such as South Africa, Sudan, Nigeria, 
and Zambia (UNCTAD, 2013). 

Figure 2.7: SSA: inward FDI flows from China by RRDCs/non-RRDCs 

 
Notes: See footnote 1 (page 3) for countries included in RRDC/non-RRDC aggregates. 
Source: Authors' calculations based on Ministry of Commerce of People’s Republic of China (2009 and 2011: Table 1).  

However there is evidence that Chinese FDI to SSA is becoming increasingly diversified, moving 
into manufacturing and services sectors (Table 2.2). This is the case even in RRDCs such as 
Zambia, where Chinese FDI flows have targeted not only the mining sector but also the financial, 
telecommunication, tourism, garments, textiles, and agro-processing sectors. 

The manufacturing and services sectors have attracted the biggest share of Indian FDI flows to 
Africa, while Brazilian FDI has focused mainly in the natural-resource sector (UNCTAD, 2013; 
Mlachila and Takebe, 2011). Russian FDI flows to Africa, however, are both resource-seeking and 
market-seeking (UNCTAD, 2013). It is also worth noting that Indian and Brazilian FDI tend to be 
concentrated in a limited number of countries in SSA. For example, the bulk of Indian FDI in Africa 
is directed to Mauritius, while Brazilian FDI flows are mainly concentrated in Angola and Liberia 
(UNCTAD, 2013; Mlachila and Takebe, 2011). 
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Table 2.2: Selected SSA countries: Chinese FDI by sector 

Country Oil/gas Mining Agriculture Services Infrastructure Manufacturing 

Angola X – – Telecommunications 
Housing, roads, 

railways 
Light vehicles 

Chad X – – – Roads, power plant – 

Ethiopia – X – 
Telecommunications, 

electricity, water 
Construction 

Garments, 
shoes/leather 

Gabon X X   
Port, railway, 
power plant 

 

Ghana – – Poultry 
Small-scale trading, 

import/export 
– 

Garments, 
shoes/leather 

Kenya  X Coffee Telecommunications Roads Garments, shoes 

Madagascar – – Sugar 
Financial, 

telecommunications 
– Garments 

Mali – – Cotton Electricity, water Construction Food processing 

Nigeria X – – 
Telecommunications, 

technical services 
Construction Agro-processing 

Mauritius – – – 
Small-scale trading, 

import/export 
– Garments, textiles

Uganda – X Cotton 
Telecommunications, 

electricity 
Construction 

Electronic goods, 
agro-processing 

Zambia – X Cotton 
Financial, 

telecommunications, 
tourism 

Construction 
Garments, textiles, 

agro-processing 

Source: Mlachila and Takebe (2011). 

2.2 Portfolio equity flows 

Portfolio equity inflows to SSA have been rather volatile over the last decade (Figure 2.8). Having 
taken off in the mid-2000s, they reached a high of about US$ 17 billion in 2006 (of which 89% went 
to South Africa). In 2007, however, portfolio equity inflows experienced a significant decline of 40% 
because of the global financial crisis, and in 2008 they even reversed.  

This clearly shows that SSA’s equity markets were not immune to financial contagion during the 
crisis. The slowdown and reversal in portfolio equity inflows to SSA countries were, indeed, 
consistent with the sharp fall of their stock markets. Table 2.3 shows that stock markets in South 
Africa, Nigeria, Kenya, Mauritius, and Côte d’Ivoire were hit hard in 2008. 

Table 2.3: Selected SSA countries: stock index change in 2008 

Index % change in 2008 

Nigeria All Share Index -46 

Mauritius All Share Indices -36 

Nairobi Stock Exchange 20-Share Index -34 

Johannesburg Stock Exchange All Share Index -26 

BRVM (Regional Securities Exchange) Composite Index -11 
Source: African Development Bank (2009). 

In 2009 portfolio equity inflows to SSA started to recover, reaching a new high of about US$ 16 
billion in 2010 (Figure 2.8). Although flows declined by about 47% when the euro zone crisis hit in 
2011, there were no outflows as in 2008. Massa et al. (2012a) report that stock markets in 
countries such as Nigeria and Kenya were strongly affected by the euro zone crisis, experiencing 
heavy sell-offs as a result of a global flight to safety. 
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Figure 2.8: SSA: Net portfolio equity inflows, total and by income group 

 
Note: Country income groups as per World Bank classification at July 2012. 
Source: Authors' calculations based on data from the World Bank’s World DataBank (drawn from IMF, Balance of Payments database, 
and World Bank, International Debt Statistics). 

Notwithstanding the storms of the global financial and euro zone crises, stock markets in SSA have 
made important progress over the past decade. A few African stock exchanges have gained a 
place among the world’s best performing (in terms of stock prices) markets a number of times 
since 1996. For example, in 2011 the Tanzania Stock Exchange was the sixth best-performing 
stock exchange in the world, followed by Botswana (Jacobs, 2012). In some countries where stock 
exchanges do not yet exist, steps are being taken to fill the gap. This is the case in Angola, as well 
as Somalia and South Sudan (ibid). Technological upgrading of the trading systems is also 
planned in countries such as Nigeria (ibid). All this contributes to making SSA equity markets more 
attractive to portfolio investors. Nevertheless a number of serious challenges need to be met in 
order to facilitate growth in portfolio equity inflows. First is the fact that SSA stock markets are still 
thin and very illiquid. Stock market regionalisation may help to overcome this barrier, and there are 
already a few initiatives in this direction. The anglophone countries are planning to form a regional 
stock exchange under the umbrella of the Economic Community of West African States; Kenya, 
Uganda, and Tanzania aim to create a regional stock exchange in East Africa; and the Southern 
African Development Community has also proposed the formation of a regional stock exchange 
(Senbet and Otchere, 2008). 

2.3 Bond flows 

Bond flows in SSA have also been volatile over the past decade (Figure 2.9), and concentrated in 
MICs. Appendix A presents existing and potential issuers in Africa and rating issues. After having 
reached a peak value of more than US$ 7 billion in 2007, when Nigeria, Ghana, and Gabon issued 
bonds internationally for the first time, these flows were strongly hit by the global financial crisis in 
2008.2 Many bond issuance plans were put on hold. In particular, Ghana cancelled plans for a US$ 
300 million debt issue owing to poor global market conditions; Kenya delayed a planned debut US$ 
500 million Eurobond; Tanzania postponed plans to issue a debut Eurobond totalling at least US$ 
500 million; and Uganda did not issue a debut Eurobond to fund infrastructure projects (Brambila-
Macias and Massa, 2010). 

                                                 
2  Nigeria issued a US$ 350 million private corporate bond in January 2007 and a US$ 75 million private corporate 

bond in March 2007; Ghana issued a US$ 750 million Eurobond in September 2007; Gabon issued a US$ 1 billion 
10-year Eurobond in December 2007. 
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Figure 2.9: SSA: Bond inflows, total and by income group 

 
Note: There are data for only 11 SSA countries, and for a maximum of six in any given year (and only two in four of the years shown). 
Such data as there are relating to SSA LICs (US$ -770,000 to Democratic Republic of the Congo in 2005) are not shown here.  
Source: Authors' calculations based on data from the World Bank’s International Debt Statistics. 

A substantial recovery in bond flows occurred in 2009. In 2010 bond inflows to SSA declined by 
about 28% to US$ 1.4 billion, and then increased to US$ 6 billion in 2011. This shows that 
compared to the 2007–8 global financial crisis, when several bond issuance plans were put on hold 
in SSA countries, the euro zone crisis has affected bond inflows much less. Indeed, Namibia and 
Senegal were still able to issue bonds successfully for the first time, notwithstanding the crisis in 
the euro area (Massa et al., 2012a). 

There has been a rapid scaling up of bond flows in 2011 and 2012 (judging by recent reports) and 
more is expected for 2013 (some argue that Africa is set for a sovereign debt rush3), suggesting 
that bonds flows are likely to be an important source of non-concessionary external finance for a 
number of African countries which are gradually graduating out of the poorest economy status (e.g. 
Ghana or Zambia). 

There are many recent examples of increased bond volumes and declining yields. In Zambia, 
bonds worth US$ 750 million at a yield of 5.4% were issued in September 2012 and they were 
reportedly oversubscribed 15 times. Bond yields were lower than in some European countries 
(including Spain4). One of the reasons why these bonds were popular was because there was a 
clear plan for the government to use the bond receipts to invest in infrastructure. 

Nigeria is expected to issue a US$ 1 billion Eurobond to fund power and gas sector reforms later in 
2013.5 This is twice as much as it sold in 2011 (Nigeria has a US$ 500 million 6.75% 2021 bond 
outstanding, which is trading at 4.15% yield).  

Angola plans to issue its first sovereign Eurobonds in 2013 to raise US$ 1 billion. Its plans to 
launch a US$ 4 billion Eurobond in 2009 were halted by a drop in oil prices which led to balance of 
payments problems. A US$ 500 million Eurobond planned for 2011 was also abandoned.6  

Ghana issued the first Eurobonds in SSA outside South Africa in 2007 and it is expected to sell a 
further US$ 750 million in 2013.7  

                                                 
3  See http://on.ft.com/XdE7Li. 
4  See http://on.ft.com/QpulSj. 
5  See http://bit.ly/XWlsXQ.  
6  See http://bit.ly/11whAN2. 
7  See http://bit.ly/16wt56E. 

-2

-1

0

1

2

3

4

5

6

7

8

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

U
S

$
bi

lli
o

n

MICs SSA total SSA excl. S. Africa



10 
 

     

 
 

African countries are keen on Eurobonds because debt raised on the international markets does 
not come with conditions attached. It can also be of a longer maturity. However risks remain as 
foreign currency swings can make repayments expensive. This is why government surpluses or 
the presence of natural-resource reserves will be helpful in attracting bond financing.  

2.4 Cross-border bank lending 

During the past decade cross-border bank lending to SSA has increased significantly. As shown in 
Figure 2.10, after being relatively stable at around US$ 60 billion at the beginning of the decade 
cross-border bank lending started to increase after 2005, a period which coincided with strong 
regional growth rates. The new increasing trend reached its peak in 2008, when total inflows 
amounted to about US$ 118 billion. The global financial crisis and the consequent credit crunch 
took their toll but, despite a minor adjustment, inflows resumed their upward trend in mid-2010. In 
late 2010 they reached pre-crisis levels and in 2011 they surpassed that level, leading to a new 
high in 2012 (US$ 138 billion in September 2012). 

Nevertheless, it is important to highlight that throughout the period covered in Figure 2.10 the 
larger proportion of cross-border bank lending has always been directed to MICs (US$ 90 billion in 
September 2012), while LIC inflows have remained more modest (US$ 48 billion in September 
2012). This might be because of to the higher level of banking infrastructure and institutions in 
MICs than in LICs, which still need to improve significantly their banking and financial structures.  

Figure 2.10: SSA: cross-border bank lending, total and by income group 

 
Note: Total international claims, immediate borrower basis. Country income groups as per World Bank classification at July 2012. Cross 
border bank lending to SSA’s only high-income country (HIC) (Equatorial Guinea) was relatively minor (averaging less than US$ 100 
million a year) and is not shown here. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9a (Quarterly Review, March 2013).  

Focusing on RRDCs, we can see from Figure 2.11 that three countries have seen large increases 
in cross-border bank lending inflows in the past decade: Liberia, Nigeria and Angola. These 
countries have become the main recipients of cross-border bank lending within the SSA region. In 
the case of Liberia, inflows rose from a total of roughly US$ 40 billion in March–September 2000 to 
more than US$ 100 billion in the same period in 2012. In the case of Angola, cross-border bank 
lending has more than tripled, rising from about US$ 8 billion in March–September 2000 to almost 
US$ 27 billion in 2012. Nigeria also saw a significant increase, from roughly US$ 5 billion in 2000 
to US$ 30 billion in 2012.  

Moving to non-RRDCs, Ghana, Kenya, Mozambique and Tanzania attracted the largest amounts 
in 2011 (Figure 2.11), although their inflows were smaller than those directed to the major RRDC 
recipients. The increases experienced by these three non-RRDCs are significant. Ghana saw a 
fivefold increase, from US$ 3 billion in March–September 2000 to US$ 15 billion in the same period 
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in 2012. Kenya’s inflows rose from US$ 3 billion in 2000 to nearly US$ 10 billion in 2012. Flows to 
Mozambique and Tanzania followed roughly the same trajectory, each increasing from US$ 1 
billion in March–September 2000 to around US$ 5 billion in 2012. Zimbabwe, however, 
experienced a decrease in cross-border bank lending inflows, from nearly US$ 3 billion in March-
September 2000 to only US$ 1 billion in 2012. 

Figure 2.11: SSA: cross-border bank lending to RRDCs/non-RRDCs, by country 

Note: Total international claims, immediate borrower basis. See footnote 1 (page 3) for countries included in RRDC/non-RRDC 
aggregates. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9a (Quarterly Review, March 2013).  

Looking at the sources of cross-border bank lending to SSA, it appears that European banks have 
increased their presence in the continent significantly during the past decade (Figure 2.12). The 
trend in the early 2000s was relatively flat, with flows at an unchanged level of about US$ 50 billion 
during the first part of the decade. But flows experienced a sharp increase and began a new 
upward trend after 2005. This was reversed slightly in 2008 as a result of the global credit crunch, 
but the decline was short lived and cross-border bank lending inflows started increasing again in 
2009. Currently the level of inflows seems to have stabilised at around US$ 200 billion, compared 
to the US$ 50 billion destined for SSA at the beginning of the decade. However, it is worth noting 
that it is MICs rather than LICs which are attracting the majority of cross-border bank lending from 
European banks.  

Emerging economies such as Brazil and India are also starting to increase their lending to the 
continent. So far, Brazil’s inflows have been rather volatile (Figure 2.13). 

India’s cross-border bank lending flows towards SSA seem to be much more stable and show an 
upward trend (Figure 2.14).  
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Figure 2.12: SSA: cross-border bank lending by European banks, total and by income group 

 
Note: Total international claims, immediate borrower basis. Country income groups as per World Bank classification at July 2012. Cross 
border bank lending to SSA’s only HIC (Equatorial Guinea) was relatively minor (averaging less than US$ 300 million a year) and is not 
shown here. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9b (Quarterly Review, March 2013).  

Figure 2.13: SSA: cross-border bank lending by Brazilian banks, total and by income group 

 
Note: Total international claims, immediate borrower basis. Country income groups as per World Bank classification at July 2012. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9b (Quarterly Review, March 2013).  

Figure 2.14: SSA: cross-border bank lending by Indian banks, total and by income group 

 
Note: Ultimate risk basis. Country income groups as per World Bank classification at July 2012. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9d (Quarterly Review, March 2013).  
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India’s cross-border bank lending to the SSA region was concentrated on a few countries  
(Figure 2.15). If we look at LICs, Indian banks have targeted mainly Kenya, which attracted US$ 
100 million in the first nine months of 2005 and more than US$ 600 million in the same period in 
2012. However, as in the case of international bank lending by European banks, the main 
beneficiaries of Indian cross-border bank lending flows are MICs: South Africa and, in particular, 
Mauritius have seen a significant surge in flows from India. Those to Mauritius rose from nearly 
US$ 500 million in March–September 2005 to almost US$ 3,000 million in 2012; for South Africa 
the increase over the same period was from just under US$ 300 million to US$ 1,300 million. In 
Nigeria, however, flows contracted, from nearly US$ 500 million (similar to Mauritius) in 2005 to 
just over US$ 100 million in 2012.  

Figure 2.15: SSA: Cross-border bank lending by Indian banks, by country 

Note: Ultimate risk basis. Country income groups as per World Bank classification at July 2012. 
Source: Authors’ calculations based on BIS Consolidated Banking Statistics: Table 9d (Quarterly Review, March 2013). 

2.5 Trade finance 

This section explores the extent to which more restrictive credit conditions for trade finance have 
arisen since the euro zone crisis, as well as the global financial crisis more generally. We provide a 
brief overview of trade flows before going on to discuss recent trends in the provision of trade 
finance, as well as new regulations introduced since the global financial crisis and the euro zone 
crisis which have been posited as adversely affecting the supply of trade finance.  

2.5.1 Recent trade flows 

For the period since the previous bulletin (in October 2012), it is difficult to identify clear trends in 
EU imports across trading partners, although monthly year-on-year growth rates have declined. As 
shown in Figure 2.16, imports into the EU during the last quarter of 2012 show little change across 
trading partners such as East Asia and the Pacific, Latin America and the Caribbean and North 
America. Although imports from SSA exhibit a somewhat more volatile trend in terms of monthly 
year-on-year fluctuations, in the last quarter of 2012 growth rates increased compared to 2011. 
This was also the case for some of the other trading partners presented in Figure 2.16, including 
Europe and Central Asia and the Middle East and North Africa. Given that generally the level of 
imports into the EU appears to exhibit no substantial change during the last quarter of 2012 – in 
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terms of either rapid increase or decrease – what have recent trends been in the provision of trade 
finance? Have trade finance lending conditions tightened, with the potential to affect trade 
adversely?  

Figure 2.16: EU imports: year-on-year change  

 
Source: Authors’ calculations based on data from Eurostat. 

2.5.2 Recent trade finance flows 

According to the International Chamber of Commerce (ICC) survey on trade finance for 2012, 
which includes the views of some 229 banks operating in 110 countries, there is a general 
perception that the financial problems that affected trade in 2009 and the early part of 2010 have 
diminished. For example, overall volumes of trade finance in 2011 were up or largely unchanged, 
and the percentage of trade credit lines that were cut for corporate and financial institution 
customers continued to fall.  

Despite these trends, however, because the main lenders of trade finance are based in developed 
countries8 – and therefore subject to increasing regulation as policy makers continue to address 
issues highlighted by the global financial crisis – there are concerns that developing countries may 
suffer disproportionately in the medium to long term as a result of a review of capital/loan ratios 

                                                 
8  Overall the market for the provision of trade finance is very concentrated, with only around 10–15 banks responsible 

for all flows globally. 
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under Basel II and III requirements. It is these new regulations that have led to concerns being 
raised by ICC members regarding their effects on the market for trade finance.  

For example, there are concerns that since Basel II requires risks to be minimised, this could 
reduce flows to least developed countries which are considered high risk. A more general criticism 
relates to the fact that Basel regulations are based on risk-weighted assets,9 which can mean that 
trade finance is over weighted. Basel III includes enhanced minimum capital and liquidity 
requirements.10 The overall effect of these regulations on the market for trade finance could be to 
reduce availability for borrowers from developing countries, particularly in SSA, and increase costs.  

There are differences across countries in terms of how trade transactions are financed. For 
example, most trade between developed countries is undertaken on an ‘open account’ basis, by 
general credit (usually secured on other types of collateral such as companies’ property and other 
assets) and often financed by local banks. This means that any form of trade finance will be 
complex. Most trade between developed and developing countries – when it is not intra-firm – is 
undertaken on a cash basis, i.e. payment on delivery. It is the transition from firm-based credit to 
bank-based credit which is difficult. For example, where a credit history does not exist, it may be 
difficult for firms to obtain letters of credit from banks so as to finance trade. Some of the types of 
trade finance therefore include: 

• on an open account basis; 
• using letters of credit; or 
• payment on delivery.  

Most trade finance falls within the first category, which is financed by banks. Society for Worldwide 
Interbank Financial Telecommunication (SWIFT) bank transactions can therefore be used as a 
proxy. As shown in Figure 2.17, following a small decline in trade finance traffic channelled through 
the SWIFT payments system – which is global – in the first quarter of 2010, there was also a 
decline in the first quarter of 2011. European banks are major players in trade finance: large 
European banks accounted for 36% of global trade finance in 2011; French and Spanish banks 
alone provided 40% of trade credit to Latin America and Asia. It is known that euro zone banks 
have been cutting back their trade finance operations (The Economist, 2012). Therefore the 
slowdown in SWIFT transactions for trade traffic may have been a result of spill-over effects of the 
euro zone crisis on financial markets (see Massa et al., 2012a), although much more evidence is 
needed to substantiate this fully.  

In addition to the potential effects of regulatory changes on the market for trade finance, liquidity 
conditions have tightened because transactions are usually dollar-denominated and lenders are 
finding it harder to access dollar liquidity for transactions that are perceived to be risky. The need 
for European banks to reduce their balance sheet liabilities is resulting in a reduction of trade 
finance activities which are short term in nature (The Economist, 2012). The resultant shortfall may 
mean that other banks that are not based in European countries need to step in to address these 
shortfalls. 

Two surveys substantiate these posited direct effects on the availability of trade finance: the 
ICC/IMF Market Snapshot (2012) and the IMF/BAFT-IFSA 6th Annual Trade Finance Survey 
(2011). The results from these surveys – across operators and borrowers within the global trade 
finance market – include the following. 

                                                 
9  With risks calculated on the assumption of perfect markets. However, markets tend to switch from under-pricing risk 

when liquidity is abundant to over-pricing when it is scarce, as most visibly demonstrated by the current financial 
crisis which has shown the limitations with the assumption of perfect markets. 

10  See the following for a comparison of Basel II and Basel III: http://bit.ly/QTvsZO. 
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Figure 2.17: SWIFT category 7 trade traffic evolution  

 
Note: ‘Traffic’ refers to live transaction messages sent over the SWIFT network; ‘category 7’ messages are flows for commercial and 
standby letters of credit and guarantees. 
Source: ICC (2012). 

• Nearly 75% of the banking institutions surveyed reported pressure on the cost of funds and 
liquidity available due to preparations for implementing the Basel III requirements (ICC/IMF 
survey). Many respondents also reported added pressures on their operations (costs and 
liquidity) from new regulatory requirements under Basel II (approximately 75% of 
respondents).  

• Increases in trade finance interest rate spreads that are in line with increases for other 
types of credit of similar maturity (IMF/BAFT-IFSA survey). 

• There is a clear division between regions in terms of their expectations for future 
developments in the trade finance markets, with a clear split between Asia and the euro 
zone. Almost 59% of respondents in Emerging Asia expected trade finance conditions to 
improve in 2012, compared to 16% in the euro zone, and almost half of respondents in the 
latter expected things to get worse (ICC/IMF survey).11 

• However, since over one-third of trade finance products offered by banks worldwide come 
from euro zone banks any lending constraints will have a negative impact globally on trade 
finance.  

• The majority of respondents to the ICC/IMF survey (90%) indicated that ‘less credit or 
liquidity available at counterparty banks’ would affect their trade finance activities to either a 
‘large extent’ or ‘some extent’. This share is substantially higher than the just over 50% that 
noted the same during the 2008–9 global financial crisis. 

In sum, the authors of the most recent survey undertaken by the ICC/IMF (2012) recommend that 
policy makers study carefully the potential unforeseen impact of proposed regulatory changes such 
as Basel III changes on trade finance; this is because of concerns that the new Basel capital 
framework could make trade finance less accessible and less affordable, particularly for traders 
less integrated within the global system – such as small- and medium-sized enterprises. 

2.5.3 Short-term lending  

Since it is difficult to obtain information on the extent to which the availability of letters of credit for 
developing country traders has increased or decreased since the euro zone crisis, we use other 
indicators on the availability of trade finance. For example, in his analysis of ten financial crises 
Ronci (2004) uses the change in outstanding short-term credit in US dollars as a proxy for trade 
financing flows. However some of the limitations of this indicator include the exclusion of trade 

                                                 
11  See also Minto (2012). 
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finance associated with intra-firm trade by multinationals, trade related to FDI, trade financed by 
domestic banking sources, and trade that is financed outside of the banking system.  

Another imperfect proxy for trade finance includes changes in external debt positions. The BIS 
collects quarterly data on external debt positions, and countries also report their gross external 
debt in balance of payments statistics. As shown in Figure 2.18, these data indicate that short-term 
external debt stocks for SSA have declined since the global financial crisis and also between 2010 
and 2011, which may have been as a result of the euro zone crisis. 

Figure 2.18: SSA: external debt stocks, short-term (current US$ billion) 

 
Source: Authors' calculations based on data from World Bank, International Debt Statistics. 

As shown in Figure 2.19, however, although there has been a dramatic increase in the external 
debt of countries such as Kenya and Tanzania, other countries (notably Liberia) have experienced 
dramatic declines. Much more detailed country analysis is required to establish if this reflects a 
decline in the availability of trade finance, compared to other sources of finance.  

Figure 2.19: SSA: LIC external debt stocks by country, short-term (current US$ billion) 

 
Source: World Bank, International Debt Statistics. 
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If we look at the share of external debt classified as short term in total external debt, we can see a 
slight decline between 2010 and 2011 for SSA and for MICs (Figure 2.20). For LICs, however, the 
share appears to have remained relatively stable.  

Figure 2.20: SSA: short-term debt, average (% of total external debt) 

 
Source: Authors' calculations based on data from World Bank, International Debt Statistics. 

Looking at this share in individual SSA countries (Figure 2.21), we can see that generally it 
declined between 2007 and 2011, with a few exceptions which most notably include Central 
African Republic, Kenya, Benin and Sierra Leone among LICs and Botswana, the Republic of 
Congo, Seychelles and Swaziland among MICs. This matters if it indicates challenges in the 
availability of trade finance, which could have knock-on effects on the ability to trade; much more 
detailed country analysis is required to establish whether or not this is actually the case.  

Figure 2.21: SSA: short-term debt by country (% of total external debt) 

Source: World Bank, International Debt Statistics. 
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2.5.4 Costs of financing 

Not only does credit become scarce during a financial crisis, but it can also become more 
expensive. Interest rate spreads – the difference between lending rates minus deposit rates – may 
increase and the maturities of bank-finance decline.12 During the global financial crisis of 2008–9 
spreads on financing deals rose dramatically, with subsequent effects on the cost of trade finance. 
Since then interest rates have been kept at historical lows, as policy makers try to revive 
economies and move out of recession. However, because of increased perceptions of risks, 
interest rate spreads have increased. Interest rate payments on short-term debt may help to 
provide an indication of the costs of trade finance. These payments declined for SSA as a whole in 
2011 (see Figure 2.22).  

Figure 2.22: SSA interest payments on external debt, short-term  

 
Source: Authors' calculations based on data from World Bank, International Debt Statistics. 

2.5.5 Insured export credit exposure  

While there have been some declines in SSA in short-term external debt, from 2010 onwards 
export credit exposures increased in SSA as a whole (Figure 2.23). Looking at the LICs 
individually, there were many increases in exposure, with particularly large rises for Ethiopia and 
Tanzania (Figure 2.24).  

                                                 
12  For example, what began in Asia between 1997–8 spilled over to Russia and then Brazil and the Latin American 

region in the following years as investors withdrew capital. In the case of Brazil, maturities of remaining bank-
financed trade facilities fell from 360 days to as short as 30 days and interest rate spreads increased from about 100 
basis points to 600 basis points over the London Interbank Offered Rate (LIBOR); there is evidence that 
confirmation fees for letters of credit also soared (IMF, 2003).  
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Figure 2.23: SSA: insured export credit exposure, Berne Union 

 
Source: World Bank, Joint External Debt Hub.  

Figure 2.24: SSA: LIC insured export credit exposure by country, Berne Union 

 
Source: World Bank, Joint External Debt Hub.  

A different picture emerges, however, if we examine short-term insured export credit exposure. In 
this case, we can see that there was an increase between 2010 and 2011 for SSA – particularly if 
compared to growth in exposures during the pre-crisis period of 2007 to 2008 (Figure 2.25). For 
some LICs in SSA – including Kenya, Tanzania and Ethiopia – there have been considerable 
increases (Figure 2.26). 
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Figure 2.25: SSA: insured export credit exposures, short-term 

 
Source: World Bank, Joint External Debt Hub. 

Figure 2.26: SSA: LIC insured export credit exposures by country, short-term 

 
Source: World Bank, Joint External Debt Hub. 
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banks have been able to raise funds from capital markets, second- and third-tier lenders are under 
greater pressure to meet their clients’ needs and face higher borrowing costs.13  

According to the results of a survey undertaken by the Asian Development Bank in the last quarter 
of 2012 across banks within the region (Asian Development Bank, 2013), demand for global trade 
finance of around US$ 1.6 trillion was unmet, U$ 425 billion of it in developing Asia. The Bank 
therefore estimates that an increase of 5% in the availability of trade finance could result in an 
increase of 2% in production and 2% more jobs. The results of the survey also show clearly, 
however, the difficulties in deciphering the effects of recent financial crises on the provision of trade 
finance in developing countries, since the banks surveyed identified a number of factors inhibiting 
their financial support for trade, including poor payment records by correspondent banks, low 
country ratings in developing countries, and weak banking systems. Despite this, regulatory 
challenges posed by Basel III are also highlighted as potential new constraints to trade finance 
activities.  

The two regional development banks are also working together to collaborate and share best 
practice with regard to supporting trade finance. The results from the Asian Development Bank 
generally highlight the importance of collaboration between multilateral development banks, 
government, financial institutions, and companies to ensure that maximum financial support to 
trade is available, given the interlinked component parts of trade finance, business expansion, and 
job creation – needed to promote growth.14 Improved data on the supply of trade credit could also 
assist in making comparisons between global trade finance and global trade (Auboin and 
Engemann, 2012) and determining the interrelation between them.  

2.6 Summary  

The above analysis shows that inward FDI flows to SSA have experienced a significant increase 
over the past decade, with MICs attracting the bulk of investment. Europe remains the largest 
investor in the region, but BRICS economies, and China in particular, have become increasingly 
important investors, focusing not only in the natural resource sector but also in the manufacturing 
and services sectors which are important for job creation and industrial growth.  

Portfolio equity flows have been rather volatile. They have been hit hard during the global financial 
crisis, but in 2010 they were up again reaching a new high. Recent indications paint a buoyant 
picture, as portfolio inflows in Nigeria increased to US$ 11 billion in the first three quarters of 2012 
from US$ 3.8 billion in the same period the year before (Institute of International Finance (IIF), 
2013; the IIF measures this as foreign buying of both equities and fixed income securities and 
proceeds from foreign issues). To foster growth in portfolio equity flows it is important to overcome 
a number of challenges, in particular the fact that stock markets in many SSA countries are still thin 
and very illiquid. 

Bond flows have seen a rapid scaling up in 2011 and 2012 and more is expected for 2013. This 
suggests that SSA is tapping into new markets, and that bond flows are likely to become an 
important source of non-concessionary external finance (see also Appendix A). 

Cross-border bank lending has increased remarkably over the past decade, with the largest 
proportion being directed to MICs. Despite a withdrawal of banking exposure during the global 
financial crisis, international bank lending flows began increasing in mid-2010 and reached a new 
high in 2012. European banks have significantly increased their presence in SSA over the past 
decade, but emerging economies such as Brazil and India have also increased their lending. 

There remain concerns over the supply of trade finance and the results of surveys across financial 
institutions and borrowers substantiate this. They arise from increased risk aversion by lenders 

                                                 
13  See http://bit.ly/16Fz8HR. 
14  See http://bit.ly/YXyKhg. 
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because of the current period of deleveraging by the global financial system, in addition to new 
regulations introduced since the global financial and euro zone crises. As over one-third of trade 
finance products offered by banks worldwide come from euro zone banks, any lending constraints 
will have a negative impact globally on trade finance. There are difficulties however, in terms of 
deciphering the effects of recent financial crises on the provision of trade finance in developing 
countries. 
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3 Net investment positions in SSA 

This section examines what the recent changes in trade and capital flows have meant for the IIPs 
of developing countries, and African countries in particular. There have been rapid changes in 
capital flows – as explained in the previous section – and this section examines how this has 
affected long-term positions. 

Box 1: Definitions of terms used in this section  

The international investment position (IIP) of a country is a statistical statement that shows at a point in time the 
value of financial assets of residents of an economy that are claims on non-residents including gold bullion held as 
reserve assets; and the liabilities of residents of an economy to non-residents.  

The net foreign asset (NFA) position of a country is defined by the World Bank as the value of the assets that a 
country owns abroad, minus the value of the domestic assets owned by foreigners. The net foreign asset position of a 
country reflects the indebtedness of that country. 

Total external debt is debt owed to non-residents repayable in foreign currency, goods, or services and is the sum of 
public, publicly guaranteed, and private non-guaranteed long-term debt, use of IMF credit, and short-term debt. 
External debt is a financial obligation to a creditor who is not a resident of the debtor’s country  

Short-term debt includes all debt having an original maturity of one year or less and interest in arrears on long-term 
debt.  

Reserve assets consist of those external assets that are readily available to and controlled by a country’s authorities 
for direct financing of international payments imbalances, for indirect regulation of the magnitude of such imbalances 
through intervention in foreign exchange markets to affect their currency’s exchange rate, and for other purposes. The 
category of reserve assets defined in the IMF Balance of Payments Manual comprises monetary gold, special drawing 
rights, reserve position in the IMF, foreign exchange assets (consisting of currency, and deposits and securities), and 
other claims. 

External assets are financial savings/investments to a debtor who is not a resident of the saver’s country. 

Capital flight is flows that have entered or ought to have entered the country as a result of trade and financial 
transactions between residents and foreign counterparts but which have not been recorded in a country’s official 
statistics. 

Sources: IMF, World Bank. 

3.1 Introduction: concepts  

We examine the IIP of a country, which – together with the balance of payments, the NIIP, and 
other changes in financial assets and liabilities account – summarises the economic relationships 
between the residents of an economy and non-residents. 

At any time, the NIIP (Net International Investment Position) of a country is defined as:  

(1) NIIP = NDIP + NPIP + NOIP + RES 

Where NDIP = Net Direct Investment Position, NPIP = Net Portfolio Investment Position, NOIP = 
Net Other Investment Position; and RES = Reserve Assets (reserve assets do not have a 
counterpart in the liabilities). 

The position at time t can be estimated as:  

(2) NIIP (t) = NIIP (t-1) + CA (t)+ REVAL (t) 

Where CA = Current account balance and REVAL = Revaluation. Any current account surplus 
leads to an increase in financial inflows which will add to the NIIP. 

The NIIP is a measure of a country’s net wealth. It is likely to be positive in countries with a 
persistent current account surplus (e.g. China) and negative in countries that run current account 
deficits (e.g. US). The analysis of NIIP allows one to examine (IMF, 2008): (i) economic relations 
with the rest of the world (e.g. the inward investment stock); (ii) measures of financial openness 
amongst a range of others (assets plus liabilities as a percentage of GDP); (iii) expected future 
interest payments and dividends (rates of return on investment).  
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The NIIP analysis also includes indicators of financial stability as it allows the calculation of ratios 
such as external debt to GDP, short-term debt to reserves, and indicators of liquidity such as trade 
credit to imports of goods and services. The NIIP analysis can examine recent events such as the 
global financial crisis from a balance sheet approach. One proxy of the NIIP has been ‘net foreign 
assets’ which is the sum of foreign assets held by monetary authorities and deposit money banks, 
less their foreign liabilities (as used in the World Development Indicators database).  

The other stock data we will analyse in this section include external debt (gross liabilities) and 
international reserves (gross assets). Analyses on external debt for LICs tend to emphasise the 
role of public external debt, but this is by no means the only type of debt. External debt plays an 
important role in debt sustainability analyses of countries used by the IMF. External debt is often 
expressed as a ratio of GDP or exports. Countries use reserves in times of adversity, e.g. at the 
time of the global financial crisis. If reserves dry up, and if a country has no access to credit, it 
might not be able to import and it could come to an economic standstill. Reserves are often 
expressed as the number of months a country can cover imports. 

3.2 Net international investment position  

The lack of data on NIIP is a significant problem in doing a NIIP analysis for SSA. While some 
economies report liabilities as an established practice for external debt purposes, collecting stock 
data on assets, particularly on direct investment abroad and portfolio assets, may require the 
development of new data sources. Capital flight is underreported but is a significant challenge. 
Boyce and Ndikumana (2012) estimate that real capital flights for 33 SSA countries, 1970–2010, 
amounted to some US$ 814 billion, or 79% of GDP (much bigger than the gross assets and 
liabilities). According to the classification, capital flight amounted to US$ 189 billion over 2003–7 
and US$ 86 billion over 2008–10. Country specific data are presented in Appendix B. 

We have used three data sources for a NIIP analysis. First, the World Bank includes data on the 
NFA. The data (Figures 3.1A and B) show that the NFA as a ratio of Gross National Income (GNI) 
differs considerably by country. However, the origin of the data is not clear and they seem to be 
overly positive for nearly all SSA countries, which is counterintuitive. Even the NFA data for US 
(not shown) are positive, whilst the NIIP for the US is negative (see, e.g., Schmitt-Grohe and Uribe, 
2013). 

We therefore use two other data sources. The first uses data from Lane and Milesi-Ferretti (2007) 
on NIIP for more than 100 countries up to 2007. We then extrapolate NIIP using equation 2 (adding 
the value of the current account each year to the estimated NIIP positions for the previous year), 
assuming that the revaluation component since 2007 has been negligible. Table 3.1 shows the 
results. The data (expressed as a percentage of GDP) suggest that:  

• five SSA countries had a positive NIIP in 2003 (Botswana, Djibouti, Mauritius, Namibia and 
Swaziland ), and eight in 2007 (these five plus Angola, Gabon, and Nigeria); 

• during the financial crisis, we estimate that the NIIP was positive for seven countries in 
2008, five in 2009, four in 2010 and three in 2011 (we had fewer data for the latter period); 

• there was a significant improvement in the NIIP for 35 SSA countries (for which there are 
data) between 2003 and 2007, but only 16 countries improved their NIIP over the period 
2007 to 2010. For those 16 countries the improvements over 2007–10 were mostly less 
than over 2003–7. 

While very few SSA countries had a positive NIIP in 2003, 2007 or 2011, continued economic 
growth in most of SSA led to an improvement in the net wealth position over the period 2003–7 
across the board and by and large this continued for 16 SSA countries during the global financial 
crisis, whilst there was a reversal for 24 SSA countries. Figure 3.2 shows NIIP (as a ratio of GDP) 
for 2010. 
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Source: World Bank, World Development Indicators. 
 

Table 3.1: SSA: NIIP by country (as a ratio of GDP) 
Country 2003 2007 2008 2009 2010 2011 Change  

2003–7 
Change 
2007–10 

Angola -1.50 0.03 0.10 0.02 0.10 0.09 1.53 0.08 
Benin -0.43 -0.05 -0.12 -0.22 -0.30 0.38 -0.25 
Botswana 0.71 1.00 0.98 1.10 0.86 0.29 -0.14 
Burkina Faso -0.20 -0.08 -0.18 -0.23 -0.21 0.12 -0.13 
Burundi -1.43 -0.81 -0.82 -0.82 -0.88 -0.89 0.62 -0.07 
Cameroon -0.53 -0.03 -0.04 -0.10 -0.13 0.50 -0.11 
Cape Verde -0.86 -0.83 -0.84 -0.98 -1.07 -1.09 0.03 -0.24 
Central African Republic -0.84 -0.58 -0.50 -0.50 -0.50 0.26 0.08 
Chad -1.53 -0.92 -0.77 -0.91 -0.76 0.61 0.16 
Comoros -0.52 -0.28 -0.25 -0.25 -0.24 0.24 0.04 
Congo, Dem. Rep. -1.80 -0.47 -0.41 -0.42 -0.36 1.32 0.11 
Congo, Rep. -2.37 -1.27 -0.90 -1.11 -0.89 1.11 0.38 
Côte d'Ivoire -0.92 -0.64 -0.52 -0.46 -0.46 0.27 0.18 
Djibouti 0.15 -0.07 -0.29 -0.34 -0.22 0.07 
Equatorial Guinea -0.98 -0.19
Eritrea -0.68 -0.78
Ethiopia -0.76 -0.26 -0.26 -0.28 -0.32 -0.32 0.51 -0.06 
Gabon -0.39 0.18
Gambia, The -1.43 -1.13 -0.89 -0.88 -0.77 -0.67 0.31 0.36 
Ghana -1.01 -0.22 -0.31 -0.40 -0.41 0.80 -0.19 
Guinea -0.94 -0.92 -1.14 -1.13 -1.06 -1.21 0.02 -0.14 
Guinea-Bissau -2.03 -1.28 -1.08 -1.15 0.75 1.28 
Kenya -0.25 -0.10 -0.15 -0.21 -0.27 -0.36 0.15 -0.17 

Figure 3.1A: SSA: NFA by country,  
2011 (ratio of GNI) 

Figure 3.1B: SSA: changes in NFA by country, 
2007–11 (ratio of GNI, percentage points) 
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Country 2003 2007 2008 2009 2010 2011 Change  
2003–7 

Change 
2007–10 

Lesotho -2.39 -1.30 -1.19 -1.13 -1.08 1.09 0.22 
Madagascar -0.75 -0.27
Malawi -1.23 -0.20 -0.34 -0.41 -0.56 -0.63 1.03 -0.37 
Mali -0.64 -0.27 -0.34 -0.41 -0.51 -0.46 0.37 -0.24 
Mauritania -1.96 -1.14
Mauritius 0.05 0.21 0.07 0.00 -0.11 -0.22 0.15 -0.31 
Mozambique -1.19 -0.63 -0.63 -0.77 -0.95 -0.81 0.56 -0.32 
Namibia 0.09 0.56 0.59 0.57 0.46 0.41 0.47 -0.10 
Niger -0.76 -0.22 -0.30 -0.56 0.54 0.22 
Nigeria -0.61 0.16 0.27 0.41 0.42 0.39 0.77 0.26 
Rwanda -0.67 0.09 0.02 -0.06 -0.13 0.76 -0.22 
Sao Tome and Principe -2.97 -0.93 -1.25 -1.56 -2.06 2.03 -1.13 
Senegal -0.59 -0.26 -0.36 -0.45 0.33 0.26 
Seychelles -1.06 -1.99 -2.31 -2.75 -2.64 -0.92 -0.65 
Sierra Leone -1.58 -0.27 -0.35 -0.47 -0.63 -1.01 1.31 -0.35 
Somalia 
South Africa -0.08 -0.25 -0.34 -0.36 -0.31 -0.31 -0.17 -0.06 
South Sudan  
Sudan -1.53 -1.01 -0.83 -0.94 -0.76 0.52 0.25 
Swaziland 0.53 0.33 0.26 0.12 -0.01 -0.20 -0.34 
Tanzania -0.49 -0.30 -0.37 -0.44 -0.49 -0.64 0.19 -0.20 
Uganda -0.62 -0.15 -0.22 -0.28 -0.36 -0.51 0.47 -0.21 
Zambia -2.27 -0.73 -0.65 -0.70 -0.48 -0.40 1.54 0.25 
Zimbabwe -0.78 
Average (unweighted) -0.42 -0.43 -0.51 -0.53 -0.51 0.50 -0.06 

Source: Lane and Milesi-Ferretti (2007), World Development Indicators, own estimations. 

Figure 3.2: SSA: estimated NIIP by country, 2010 (as a ratio of GDP) 

 
Sources: Lane and Milesi-Ferretti (2007), World Development Indicators, own estimations. 
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Our new estimates are very similar to the NIIP estimates reported officially in the case of Rwanda 
but differ from those reported by Mauritius (there are few others that report such positions 
officially). In Rwanda’s case, the National Bank of Rwanda (2012) also reported a gradual decline 
in their NIIP from US$ 104.89 million in 2006 to US$ -627.07 million in 2011; whereas Botswana 
recorded a strong and positive NIIP in 2011, amounting to US$ 10.806 million (Bank of Botswana, 
2012), which is consistent with our findings. Data from the Statistics Division of the Bank of 
Mauritius do not match with our finding, but there are two statements on NIIP for the year 2010 and 
these two figures for the year have differed by a factor of ninety.15  

The second data source (to address the issues with NFA data) is to use (partial) IIP data as 
reported by the IMF. Co-ordinated Direct Investment Survey (CDIS) data provide us with figures on 
international direct investment positions, but they are incomplete, especially for SSA. They lack 
detail on most SSA countries, except for the biggest economies. Appendix C, Table C1 shows data 
(from the IMF) for a range of countries, with the data for SSA in bold. It shows that:  

• the NDIP was negative for SSA over 2009–11 and hovered between -10% and -14% of 
GDP in 2011; 

• the gross liabilities and assets for direct investment in SSA amounted to 37% and 24% of 
GDP respectively in 2010.  

We also include data on FDI stocks (outward, inward and net) as a percentage of GDP in Appendix 
C, Table C2 on the basis of UNCTAD data. The data suggest that the net FDI position was a 
negative 21% of GDP in 2011. Figure 3.3 shows net FDI stocks as percentage of GDP. 

We also report IMF data on the portfolio investment position of SSA countries (see Appendix D, 
Table D1 for data on NIIPs for regions, and Table D2 for data on gross portfolio investment 
positions, both assets and liabilities). We have summed data for individual countries to obtain a 
regional average for SSA (Table 3.2), which suggests that gross positions are between 10 and 
30% of GDP, but that the net position is not more than around 10–15% of GDP (net and gross 
numbers are driven largely by Mauritius and South Africa). 

Table 3.2: SSA: NPIP 
 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Assets (US$ billion) 31.93 51.67 68.76 88.20 122.81 158.61 232.18 198.44 280.77 311.09 268.25

Liabilities (US$ billion) 25.49 30.64 50.96 72.03 94.00 103.95 133.34 82.78 136.71 193.01 177.94

Assets–Liabilities 
(US$ billion) 

6.44 21.03 17.80 16.17 28.81 54.66 98.84 115.66 144.06 118.08 90.30

Assets (% of GDP) 0.10 0.16 0.16 0.17 0.20 0.22 0.28 0.21 0.32 0.29 0.22

Liabilities (% of GDP) 0.08 0.09 0.12 0.14 0.15 0.14 0.16 0.09 0.15 0.18 0.15

Assets–Liabilities  
(% of GDP) 

0.02 0.06 0.04 0.03 0.05 0.08 0.12 0.12 0.16 0.11 0.07

Source: Authors’ calculations based on IMF data. 

 
 
  

                                                 
15  See http://bit.ly/XlyQ6k and http://bit.ly/12uPl47. 
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Figure 3.3: SSA: net FDI stocks (outward–inward) by country (% of GDP) 

Source: UNCTAD. 

3.3 External, public and private debt 

We also present data on (public and private) external debt and external assets. The total external 
debt of the SSA economies has been slowly rising in nominal terms since 2006. As Figure 3.4 
shows, it was largely constant until 2006, the year after debt cancellation took place for a number 
of African countries. The level of external debt increased during the global financial crisis. 

However, the ratio of external debt to exports fell steadily to about 60% after the debt cancellation 
in 2005 (Figure 3.5). Since then it has been almost flat despite a slight upwards movement during 
the recent financial crisis.  
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Figure 3.4: SSA: total external debt (US$ billion) 

 
Sources: IMF World Economic Outlook Database October 2012. (estimate for 2012) 

Figure 3.5: SSA: total external debt (% of exports) 

 
Source: IMF, World Economic Outlook Database, October 2012 (estimates for 2012). 

General government gross debt (the public part of total external debt) as a percentage of GDP 
decreased up to 2005 (mainly through debt relief) but it has remained stable since then (Figure 
3.6). According to Moody’s, most of this debt (some 75%, in 2011) is held by bilateral and 
multilateral agencies, while commercial bank loans and international bond issues each accounted 
for 10% .16  

Figure 3.7 shows public debt as a percentage of GDP for various country groups in SSA. A 
downward trend is apparent for all groups over the period 2004–6, with the percentages remaining 
relatively stable thereafter (although there has been an increase in debt to GDP in African MICs 
recently and a further drop for fragile states). 

 

                                                 
16  See http://bit.ly/QhR17j. 
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Figure 3.6: SSA: general government gross debt (% of GDP)  

 
Source: IMF, World Economic Outlook Database, October 2012 (estimates for 2012). 

Figure 3.7: SSA: general government gross debt by country group (% of GDP) 

 
Notes: 
Fragile countries: Burundi, Central African Republic, Congo (Democratic Republic), Côte d'Ivoire, Eritrea, Guinea, Guinea-Bissau, 
Liberia, Togo, Zimbabwe.  
Low income (ex. fragile): Benin, Burkina Faso, Ethiopia, Gambia, Kenya, Madagascar, Malawi, Mali, Mozambique, Niger, Rwanda, 
Sierra Leone, Tanzania, Uganda.  
Middle-income countries: Botswana, Cape Verde, Ghana, Lesotho, Namibia, Senegal, Seychelles, South Africa, Swaziland, Zambia;  
Oil-exporting countries: Angola, Cameroon, Chad, Republic of Congo, Equatorial Guinea, Gabon, Nigeria. (South Sudan not included.)  
Source: Africa Regional Economic Outlook, extracted from IMF data warehouse, including estimates for 2012–13.  

Private external debt increased dramatically over the period 2009–11 for South Africa and for a 
group of 11 African countries for which we have data, growing by some 20–30% a year in 2010 
and 2011 (Figure 3.8). There is very little attention to private debt in external debt analyses. 

We also examine private sector debt using data from the World Development Indicators on credit 
to the private sector. Countries with a higher level tend to be at a higher level of development, If a 
country is in financial and/or external debt problems it would have to lower its domestic (public and 
private) debt and decrease credit to the private sector (or get aid, refinancing or debt relief).  
Figure 3.9 shows that credit to the private sector has declined for some countries such as Zambia, 
Seychelles, Nigeria and South Africa (where the ratio declined markedly over 2008–11). However, 
overall, most SSA countries (excluding such countries as Burundi and Mauritania) have seen 
similar increases in their credit-to-GDP ratio in the two periods shown (2003–8 and 2008–11), 
suggesting that recent crises have not affected the availability of domestic credit in most SSA 
countries. 
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Figure 3.8: SSA: private sector external debt stocks, long-term (US$ billion) 

 
Note: SSA countries include: Angola, Cameroon, Côte d'Ivoire, Madagascar, Mauritius, Nigeria, Senegal, Tanzania, Uganda, Zambia, 
Zimbabwe. 
Source: World Bank, World Development Indicators.  

Figure 3.9: SSA: domestic credit to the private sector, by country (% of GDP) 

Source: World Bank, World Development Indicators. 
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3.4 Reserve assets and the current account 

Reserves as a percentage of GDP for various world regions are shown in Figure 3.10, which also 
shows that this ratio declined by more in SSA in 2010 (the latest year for which data are available) 
than in the other regions included in the figure. 

Figure 3.10: International reserves, by region (% of GDP) 

  
Source: World Bank, World Development Indicators.  

Figure 3.11 plots reserve assets expressed as months of imports. Other than in fragile states the 
ratio declined during the global financial crisis (2008–10), but has remained constant since then 
and is forecast to remain so. The level varies across country groups, and is still low for fragile 
states and LICs. 

Figure 3.11: SSA: foreign reserves, by country group (months of imports) 

 
Note: See Figure 3.7 for composition of the country groups shown here. 
Source: Africa Regional Economic Outlook, IMF. Actuals and estimates for 2012–13. 

Reserve assets had to be used in many SSA countries (particularly oil exporters, and MICs to 
some extent) to cushion the impact of the global financial crisis during 2008–10. In particular they 
were needed to cover shortfalls in the current accounts. The current account balance of the SSA 
economies has fluctuated over the last decade. It was negative for the first half of the last decade 
but became positive between 2005 and 2007. The financial crisis knocked the current account 
balance back to the negative in 2008 and the trend since then has been one of further deterioration 
– another indication of the impact of external economic shocks on this group of economies. 
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Expressed as a percentage of GDP, the current account balance was 4% in 2006 and moved to  
-2% in 2011 and an estimated -3% in 2012  

Figure 3.12: SSA: current account balance (US$ billions) 

 
Source: IMF World Economic Outlook database 2012. Estimates for 2012. 

A closer look at the current account positions on a country-by-country basis confirms that oil-
exporting countries and non-oil-exporting countries have been affected differently by recent 
shocks. Large oil-exporting countries such Angola and Nigeria experienced significant trade 
surpluses in the early 2000s owing to emerging market led high oil prices, before a sudden drop in 
oil price as a result of the onset of the global financial crisis in 2008. Whilst Nigeria’s trade surplus 
has stabilised at a relatively low level after 2009, Angola’s trade surplus has already returned to its 
pre-crisis level. One might argue that such resilience in responding to external shock could be 
explained by the country’s close economic ties with emerging market economies, which remained 
fairly resilient after the crisis (although it is also normal for oil countries to have large fluctuations). 
China is Angola’s largest trading partner and export destination. In contrast, fluctuation in the 
current account is much less apparent in non-oil-exporting countries, where the current account 
balance has modestly and steadily deteriorated in the negative since the early 2000s.  

Figure 3.13 shows current account to GDP ratios for different country groups in SSA. It shows that 
the recent average consolidation for SSA as a whole masks improvements for oil exporters and 
steady declines for others (since 2007). This suggests that there is a dichotomy between those 
countries (oil exporters) which record current account surpluses that contribute to net foreign 
assets, and many other countries which record current account deficits and will see their net 
foreign asset position worsen over time. 

3.5 Summary 

There have been rapid and large changes in capital flows to SSA countries over the past decade. 
What is not clear, because of the lack of good data, is how these changes have affected gross and 
net investment positions over time. We have put together a number of indicators to estimate how 
positions may have changed over time. 

We first examined the NIIP, where we extrapolated stock data estimates from 2007 to 2010 and 
2011 using data on the current account. While very few SSA countries had a positive NIIP in 2003, 
2007 or 2011, continued economic growth in most of SSA led to an improvement in the net wealth 
position over 2003–7 across the board. This continued for 16 SSA countries during the global 
financial crisis, but there was a reversal for 24 countries. 
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Figure 3.13: SSA: current account balance to GDP ratio, by country groups (%)  

 
Note: See Figure 3.7 for composition of the country groups shown here. 
Source: IMF World Economic Outlook database 2012. Estimates for 2012. 

Breaking down the NIIP into (gross and net) direct and portfolio investment positions we 
observed that the NDIP was negative for SSA over 2009–11 and around 14% of GDP (in 2011). 
Underlying this, there are large gross liabilities and assets for direct investment in SSA which 
amounted to 37% and 24% of GDP respectively in 2010 (according to the IMF data). The gross 
positions on portfolio investment (on the basis of a handful of the largest SSA countries) are 
between 10 and 30%, but the net position is not more than around 10–15% of GDP. Data permit 
doing this at individual SSA country level only for some countries. Of course, we also need to bear 
in mind that capital flight which was not reported may have amounted to 79% of GDP over the 
period 1970–2010 (Boyce and Ndikumana, 2012). 

The data suggest that external debt in SSA declined as a percentage of GDP up until 2008, but 
this decline was halted with the advent of the global financial crisis. Public debt stabilised in most 
African country groups, although it increased in Africa’s MICs in recent years. African countries 
(especially oil-exporting countries) have used reserves to cushion the impact of the global financial 
crisis and finance a worsening of the current account. In conclusion, all the available stock/position 
data suggest that there had been a marked change for SSA by around 2008. Prior to this date, the 
NIIP improved across the board, debt to GDP declined, and reserve assets to GDP increased. 
Since 2008, however, the NIIP has been more varied: debt to GDP and reserve to GDP ratios have 
stopped falling, and reserves have been used to finance current account deficits. 
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4 Conclusions and policy implications  

Overall this Bulletin has painted a very diverse picture on capital flows to SSA. New types of 
private capital flows have (re-) emerged (e.g. bond flows, portfolio investment) and the volume of 
capital flows has been on the increase in recent years after a considerable negative turn during the 
global financial crisis. This downturn and changes in trends for SSA as a whole are visible in 
indicators such as NIIP, external public debt, external private debt, reserves and the current 
account. Major differences continue to exist between SSA countries. 

The nature of capital flows to SSA is changing in terms of types of capital attracted, types of source 
countries, and types of countries taking part in international finance. Inward FDI flows to SSA 
increased from less than US$ 15 billion in 2001 to about US$ 37 billion in 2011, with an intervening 
decline during the global financial crisis. New investors have taken hold in SSA. In 2010 BRICS’ 
FDI flows to Africa represented 25% of total FDI flows. Net portfolio equity inflows to SSA 
recovered after the crisis and reached US$ 16 billion in 2010, having been close to zero at the start 
of the decade and -US$ 5 billion in 2008. Bond flows to SSA increased from close to US$ 2 billion 
in 2001 to US$ 7 billion in 2007 but turned negative in 2008. They have since recovered to US$ 6 
billion in 2011, and appear to have risen in 2012 and are expected to rise in 2013. More African 
countries are issuing bonds. Bond yields in Zambia – where the US$ 750 million bond issue in 
September 2012 was reportedly oversubscribed 15 times – were 5.4%, which at the time was 
lower than in southern European countries (such as Greece, Portugal and Spain). International 
bank lending exposure increased to US$ 118 billion in 2007 from around US$ 60 billion at the start 
of the decade, then dropped during the financial crisis but has since increased to US$ 138 billion in 
September 2012. 

The share of FDI in total capital flows has declined from close to 100% in 2001 to around 75% in 
2011 for SSA (see Table ES 1). Private capital flows are larger than (i) ODA to SSA at US$ 45 
billion in 2010 (US$ 14 billion in 2001), (ii) remittances to SSA at US$ 31 billion in 2011 (US$ 4.8 
billion in 2001), and (iii) Chinese loans to Africa (US$ 7 billion per annum over three years). Other 
flows such as philanthropic flows have been discussed in Greenhill et al. (2013) 

We have examined the available data on NIIPS in SSA. These show a significant improvement in 
the net wealth position over 2003–7 in most of SSA, but this continued for only 16 countries (of 
those for which there were data) during the global financial crisis, while 24 experienced a reversal. 
Using IMF data, the NDIP was -14% of GDP for SSA in 2011, consisting of large gross liabilities 
and assets of direct investment amounting to 37% and 24% of GDP respectively in 2010 
(according to the IMF data). Using UNCTAD data, the average net FDI stock is 22% for SSA. The 
gross positions on portfolio investment (on the basis of a handful of the largest SSA countries) are 
between 10 and 30% of GDP, whilst the net position is not more than around 10–15% of GDP. 

External debt in SSA declined as a percentage of GDP up until 2008, but this decline was halted in 
the period afterwards with the advent of the global financial crisis. Public debt stabilised in most 
country groups, although it has increased in Africa’s MICs in recent years. Private external debt 
increased markedly in 2009 and 2010 for 12 SSA countries for which we had data. Private credit 
has not been affected in most SSA countries, except for countries such as Nigeria, South Africa, 
Seychelles and Zambia. African countries (especially oil-exporting countries) have used reserves 
to cushion the impact of the global financial crisis and finance a worsening of the current account, 
but there is a dichotomy between oil exporters, which have again recorded positive current 
accounts, and other country groups, which have seen their current account ratios decline steadily 
since 2007.  
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Private capital flows play an increasingly important role in African development. Their volumes and 
volatility affect growth prospects. In this context, policy makers need to be concerned with the 
impact of capital flows and consider the following issues. 

• Policy makers need to watch how different current account experiences accumulate into 
diverging net asset positions. At current trends, with current accounts still deteriorating in 
many countries, there will be winners and losers in net assets unless increased inward 
investment is used to grow and develop sustainably. Some countries may develop 
unsustainable negative wealth positions. 

• Countries need to watch the composition of private capital flows carefully. There has 
been a move towards non-concessional and private (bond financing, bank lending) 
financing and the composition of private capital flows is also changing. The way in which 
countries regulate FDI and respond to it is different from managing the systematic 
implications of and responding to rapid increases in private external debt, portfolio flows, 
and bond flows. Bond issuances have become increasingly popular, following especially 
the Zambian experience in 2012, and a question is whether and how other, poorer African 
countries can use this experience to issue government bonds in the future. 

• As a first step, countries will need to improve the availability of the information necessary 
to manage the transition towards new types of private capital flows as well the 
situation after the transition, and such information needs to include information on gross 
and net assets and liabilities. This can be done by (i) better reporting by African countries, 
but also (ii) better reporting by investors, including through increased transparency of G20 
countries. Appendix E shows the available country information on FDI stocks: the UK 
reports on only four African countries, Germany on 12 and China on 50. It would be useful if 
developed countries increased the transparency of their reporting on FDI and also reported 
on their FDI assets and liabilities to Africa on a country-by-country basis. 

• As a second step, countries (and agencies supporting them) will need to develop 
institutions (in the broadest sense) to regulate and respond to changes in capital flows. 
Such institutions can over the mid to long run (and short run in some cases) contribute to 
aid-exit. Appendix A suggests that Moody has identified seven existing African bond 
issuers, seven bond issuers likely to return and six potential new bond issuers. Bonds may 
over time complement and displace ODA (although many SSA countries will continue to 
rely on ODA for some time), and complement existing other official flows, but these bond 
flows as well as other potentially more volatile capital flows need to be developed and 
managed for development outcomes (e.g. they are often the first to decline in times of 
crisis). 

In conclusion, after a marked impact of the global financial crisis on private capital flows to SSA 
shortly after 2008, there now seems to be a return to a new normal of a more diversified and 
growing set of capital flows. New and growing capital flows offer increasing opportunities for 
African countries to finance their growth and development. 
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Appendix A: Bond activity and rating in Africa 

Existing and potential international issuers in Africa 

 

Source: Moody's (accessed from http://on.ft.com/XdE7Li) 
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SSA ratings and bond issues 

 

Accessed from http://on.ft.com/XDgfBC. 
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Appendix B: Capital flight estimates for SSA 

Capital flight, 2010, US$ billion 

Country 2003–7 2008–10 

Angola 26.1 12.4 

Botswana 5.7 2.2 

Burkina Faso -0.4 0.1 

Burundi 1.8 1.0 

Cameroon -5.9 -1.8 

Cape Verde 0.9 0.7 

Central African Republic 0.1 -0.1 

Chad 0.3 -0.5 

Congo, DR 5.8 3.1 

Congo, Rep. 11.3 2.3 

Côte d’Ivoire 8.0 -3.0 

Ethiopia 4.5 5.0 

Gabon 7.7 4.3 

Ghana 1.5 3.3 

Guinea -1.2 -0.7 

Guinea-Bissau 0.5 0.4 

Kenya 0.6 -5.5 

Lesotho 0.3 0.1 

Madagascar 0.7 -0.4 

Malawi -1.5 -0.5 

Mauritania 0.2 0.2 

Mozambique -0.2 0.9 

Nigeria 103.4 85.5 

Rwanda -0.4 -0.8 

Sao Tome and Principe 0.2 0.1 

Seychelles 0.8 0.0 

Sierra Leone 0.9 1.2 

South Africa -25.5 -42.9 

Sudan 29.8 5.6 

Swaziland 0.6 -0.5 

Tanzania 1.1 -1.4 

Togo -0.4 7.2 

Uganda 3.9 0.9 

Zambia 6.1 -6.3 

Zimbabwe 1.6 -3.0 

Total SSA countries listed 188.6 68.9 

Source: Boyce and Ndikumana (2012).  
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Table D2: Portfolio investment positions, by SSA country (US$ million)  
 Assets Liabilities Net Positions 

 2009 2010 2011 2009 2010 2011 2009 2010 2011 

Angola 0 0 0 369 435 730 -435 -730 -369 

Benin 0 0 0 5 25 49 -25 -49 -5 

Botswana 0 538 405 379 140 235 -140 -235 -379 

Burkina Faso 0 0 0 81 2 31 -2 -31 -81 

Burundi 0 0 0 1 0 77 0 -77 -1 

Cameroon 0 0 0 100 176 597 -176 -597 -100 

Cape Verde 0 0 0 63 194 64 -194 -64 -63 

Central African 
Republic 

0 0 0 248 30 0 -30 0 -248 

Chad 0 0 0 0 0 0 0 0 0 

Comoros 0 0 0 7 5 0 -5 0 -7 

Congo, Democratic 
Republic  

0 0 0 492 543 211 -543 -211 -492 

Congo, Republic  0 0 0 177 251 243 -251 -243 -177 

Côte d'Ivoire 0 0 0 1,656 1,886 1,573 -1,886 -1,573 -1,656 

Djibouti 0 0 0 102 3 3 -3 -3 -102 

Equatorial Guinea 0 0 0 0 4 5 -4 -5 0 

Eritrea 0 0 0 1 98 95 -98 -95 -1 

Ethiopia 0 0 0 80 116 79 -116 -79 -80 

Gabon 0 0 0 564 771 1,034 -771 -1,034 -564 

Gambia, The 0 0 0 1 3 25 -3 -25 -1 

Ghana 0 1 620 891 2,030 2,173 -2,030 -2,173 -891 

Kenya 1 2 2 783 954 921 -954 -921 -783 

Lesotho 0 0 0 350 15 24 -15 -24 -350 

Liberia 43 74 42 6,902 7,607 5,779 -7,607 -5,779 -6,902 

Madagascar 0 0 0 97 50 29 -50 -29 -97 

Malawi 0 0 0 93 19 18 -19 -18 -93 

Mali 0 1 1 4 70 19 -70 -19 -4 

Mauritania 0 0 0 82 9 61 -9 -61 -82 

Mauritius 181,584 176,948 128,886   0   181,584 176,948 128,886 

Mauritius 415 252 291 8,443 12,448 15,532 -12,448 -15,532 -8,443 

Mozambique 43 69 51 224 125 204 -125 -204 -224 

Namibia 22 32 23 493 335 814 -335 -814 -493 

Niger 5 12 15 13 12 14 -12 -14 -13 

Nigeria 1,977 1,638 1,993 453 3,989 3,230 -3,989 -3,230 -453 

Reunion 0 0 0 36 26 3 -26 -3 -36 

Rwanda 0 0 0 2 113 249 -113 -249 -2 

Sao Tome and 
Principe 

0 0 0 -44 14 1 -14 -1 44 

Senegal 0 0 0 476 505 853 -505 -853 -476 

Seychelles 16 9 20 90 170 167 -170 -167 -90 

Sierra Leone 0 0 0 94 76 111 -76 -111 -94 

Somalia 0 0 0 0 0 0 0 0 0 

South Africa 96,561 131,136 135,522 110,689 158,036 141,173 -158,036 -141,173 -110,689 

Sudan 33 118 120 239 328 269 -328 -269 -239 

Swaziland 1 0 5 279 231 284 -231 -284 -279 

Tanzania 0 1 0 705 186 64 -186 -64 -705 

Togo 0 19 18 57 73 45 -73 -45 -57 

Uganda 0 0 21 191 66 153 -66 -153 -191 

Western Sahara 0 0 0 0 0 0 0 0 0 

Zambia 0 0 0 372 442 308 -442 -308 -372 

Zimbabwe 0 0 1 363 403 397 -403 -397 -363 

Total SSA 280,767 311,093 268,247 136,705 193,015 177,944 -11,364 -752 -7,608 
Source: IMF (http://www.imf.org) Coordinated Direct Portfolio Survey and Coordinated Portfolio Investment Survey, available form 
http://elibrary-data.imf.org/QueryBuilder.aspx?s=323&key=1445284. 
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Appendix E: Comparing UK, German and Chinese reporting on 
FDI in Africa 

FDI stocks in Africa: UK, Germany and China, 2010 

UK (£ million) Germany (euro million) China (US$ million) 

Africa 30,143 Africa 8,180 Africa 13,042 
of which  of which of which 
Kenya 474 Egypt 744 Algeria 937 Liberia 82 
Nigeria 1,858 Algeria 267 Angola 352 Libya 32 
South Africa 10,245 Côte d'Ivoire 5 Benin 39 Madagascar 230 
Zimbabwe 15 Ghana 16 Botswana 179 Malawi 32 

Kenya 52 Burundi 7 Mali 48 
Libya 654 Cameroon 60 Mauritania 46 
Morocco 156 Cape Verde 5 Mauritius 283 
Mauritius 482 Central African 

Rep.  47 
Morocco 56 

Nigeria 72 Mozambique 75 
South Africa 5,251 Chad 80 Namibia 47 
Tanzania 7 Comoros 4 Niger 379 
Tunisia 218 Congo, DR 631 Nigeria 1,211 

Congo, Rep. 136 Rwanda 42 
Côte d'Ivoire 33 Sao Tome 0 
Djibouti 12 Senegal 45 
Egypt 337 Seychelles 19 
Eq. Guinea 86 Sierra Leone 41 
Eritrea 13 South Africa 4,153 
Ethiopia 368 Sudan 613 
Gabon 125 Tanzania 308 
Gambia 1 Togo 58 
Ghana 202 Tunisia 3 
Guinea 136 Uganda 114 
Guinea-Bissau 27 Zambia 944 
Kenya 222 Zimbabwe 135 

  Lesotho 9  
Sources: UK Office for National Statistics MA4; FDI Stock statistics, Deutsche Bundesbank; Ministry of Commerce of People’s Republic 
of China (2011: Table 2).  
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