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	Macroeconomic Developments and Fiscal Performance For 2010


- In 2010, real GDP grew significantly by 7.7% up from 4.0 % in 2009.

This is based on the rebased national accounts.

- End-period inflation rate decline significantly from 19.6% in January 2010 to 10.8% as at the end of December 2010;

- Gross International Reserves increased to an 3.8 months of import cover for goods and services against a target of 2.5 months.


1. Macroeconomic Developments for January – May, 2011


GDP on year-on-year basis for the first quarter of 2011 showed a 23 percent growth over that of the same period in 2010. Provisional quarter-on-quarter estimates of the real GDP showed a growth of 21.4 percent and 5.3 percent in the industry and services sectors respectively.

 



Inflation has declined to 8.6 percent in June 2011. Food inflation has remained in single digits for 18 consecutive months and currently stands at 2.8 percent in June 2011.

The banking sector continues to perform creditably with strong asset growth and improvement in the financial soundness indicators of banks. Total assets of the banking industry grew by 27.2 percent to GH¢18.1 billion at the end of May 2011.

The Capital Adequacy Ratio (CAR), which measures the banking system’s capacity to withstand unexpected losses, stood at 17.7 per cent as at May 2011. This is well above the minimum statutory threshold of 10 per cent. All the banks satisfied the minimum capital requirement as at end May 2011.

Monetary policy eased considerably in 2010 to stimulate economic growth.  From 16 percent in February 2010, the monetary policy rate was lowered to 13.5 percent in July 2010 and remained unchanged till April 2011.   Currently, the monetary policy rate has been reduced to 12.5 percent
in July 2011.

- Between December 2010 and May 2011, the 91-day Treasury bill rate declined from 12.3 percent to 10.6 percent. The rate on the 1-year note also fell from 12.7 percent to 12.0 percent.
- At the end of May 2011, Gross International Reserves improved toUS$4.7 billion, representing 3.7 months of import cover of goods andservices.

- Developments in the foreign exchange* market show that the Cedi cumulatively depreciated by 2.2 per cent against the US Dollar during the first half of 2011.


- Based on the performance of revenue and expenditure for the first five months of 2011, the cash fiscal deficit amounted to GH¢1,050.1 million, equivalent to 1.8 percent of GDP, against a target of GH¢1,074.2 million equivalent to 1.9 percent of GDP.

- During the period, the domestic primary balance registered a surplus of GH¢688.7 million, equivalent to 1.2 percent of GDP. This compares with an estimated domestic primary surplus of 0.7 percent of GDP and a deficit equivalent to 0.6 percent of GDP recorded during the same period in 2010.

- The overall cash budget deficit was financed from both domestic and foreign sources. Net Domestic Financing of the budget amounted to GH¢1,226.7 million, against a target of GH¢843.8 million. The outturn compares to a Net Domestic Financing of GH¢1,355.1 million recorded during the first five months of 2010.


1. Implementation of Some Initiatives



Management of Arrears

- The stock of domestic arrears stood at GH¢3.8 billion as at end 2010.

Of this amount, the SOE’s arrears amounted to GH¢1,771.8 million.

- A detailed strategy for liquidating the stock of arrears has been developed as part of the arrears management process. The strategy is to adopt an appropriate mix of cash payments and securitization to liquidate the arrears. A total of *GH¢1.1 billion* cash payments have been made to reduce arrears owed to road contractors, Statutory Funds and SOEs.

Additionally, GH¢891.3 million in bonds have been issued to creditors as part of the liquidation strategy.  With these payments, government liabilities in respect of GETFund, DACF and NHIF as at the end of December 2010 have been fully settled. The outstanding balance of GH¢1.7 billionwill also be managed either through cash payments or securitization.

Local Enterprises and Skills Development Programme (LESDEP) 

- In furtherance of the job creation agenda, a new youth employment programme, known as the Local Enterprises and Skills Development Programme (LESDEP), has been commissioned by His Excellency, President John Evans Atta Mills, and is aimed at empowering the youth through the acquisition of skills supported by equipment and machinery.

- The programme has already been inaugurated in the Northern, Western, Central and Eastern Regions.

Biometric Registration for 2012 Election

- To advance the course of democracy through transparent, free and fair elections, government has released GH¢50.0 million to the Electoral Commission to implement activities preceding the 2012 Presidential and Parliamentary elections.

Savannah Accelerated Development Authority (SADA)

- Government has released an amount of GH¢8 million out an allocation of GH¢25 million for the 2011 fiscal year. Government will release the rest of the funds to SADA to ensure a speedy implementation of programmed activities. In addition, Government has made a provision of GH¢5million in the Supplementary Budget. A GOG-Development Partners conference on SADA will be convened soon to, among others, solicit the support of development partners.

Payroll Management

- Government has embarked on an effective way of dealing with the issue of ‘ghost names’ on our payroll using the electronic approach. It entails the capturing of biometric data of employees in the payroll system to check fraud and impersonation, a system that has proven to be successful in most countries that experienced payroll fraud in the past. The process of capturing finger prints of pensioners and their dependants has already begun in the Regions and is expected to be completed soon.


1. Revisions to The 2011 Fiscal Estimates and Macroeconomic Targets and Request for Supplementary Estimates


Some of the developments in the domestic economy that have necessitated the revisions to the fiscal framework are as follows:

- passage and implementation of the Petroleum Revenue Management Act, 2011, Act 815, coupled with changes in world crude oil prices and revised oil production levels;

- disbursement of World Bank budget support for 2010 in February 2011;

- receipt of proceeds from the sale of shares in Anglogold Ashanti issued in lieu of royalty payments;

- clearance of arrears and commitments from previous years; and

- exchange rate developments.

- With the passage of the Petroleum Revenue Management Act (PRMA), there is the need to implement the provisions in the Act. Key provisions in the PRMA that have direct implications for the fiscal framework include the following:

- estimation of the Benchmark Revenue;
- determination of the Annual Budget Funding Amount (ABFA); and
- determination of transfers to the Ghana Petroleum Funds.
- In line with section 21(5) of the Petroleum Revenue Management Act, Act
815, the oil revenue would be spent in the following GSGDA priority areas;
- expenditure and amortisation of loans for oil and gas infrastructure;
- road infrastructure;
- agricultural modernisation; and
- capacity building (including oil and gas).



- Revisions have been made to the fiscal and macroeconomic framework to reflect these changes. The revised macroeconomic targets for the 2011 budget are as follows:

- Real GDP growth (excluding oil) of 7.5 percent ;
- Real GDP growth (including oil) of 14.4 percent ;
- Overall fiscal deficit revised from 4.1 percent to 5.1 percent of GDP;
- Average inflation rate revised from 8.8 percent to 8.7 percent;
- End-period inflation rate revised from 8.5 percent to 9.0 percent; and
- Gross international reserves of not less than three months of import cover of goods and services.


1. Revisions to Total Revenue and Grants



- Total revenue and grants have been revised upwards by GH¢1,366.2 million to GH¢11,967.4 million, resulting mainly from revisions to both oil and non-oil revenue.

- Based on the new oil price assumption of US$100 per barrel as well as the revised estimated average oil production of  84,737 barrels per day and the new exchange rate assumption, total revenue from oil including the National Oil Company’s carried and participation interest is estimated at GH¢1,250.8 million.

- Of this amount the Benchmark Revenue is estimated at GH¢923.4 million.

The remaining is the amount due the Ghana National Petroleum Corporation as its equity and cash ceded to it.


Sources and Allocation of 2011 Oil Revenue



Outlook for the Rest of the Year


- Developments in the first five months of 2011 point to an optimistic outlook for the rest of the year. Going forward, we are determined to strictly enforce the budget plans for the rest of the year inspite of the fiscal challenges, resulting from both domestic and external developments.

- Based on trends for the first five months of 2011, the tax collection targets are likely to be exceeded and steps that have been taken to address the problem of expenditure arrears will help in strengthening banks’ balance sheets, contributing to improved credit to the private sector.

- We expect a further reduction in inflation and increased GDP growth in 2011. Effective collaboration and coordination of our fiscal and monetary policies will be used to dampen any exogenous shocks to ensure a favourable budget outturn for 2011.


Request for Approval for Supplementary Estimates

- Madam Speaker, as mentioned earlier on in this presentation, the aim of this Supplementary Estimate is to seek Parliamentary approval for a total amount of GH¢1,463,123,559 as supplementary expenditures. 


