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QWorId: We project global growth of 4 72 percent

Prospects for World GDP Growth
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World: Driven mainly by emerging markets: 672 percent,
rather than advanced economies: 2% percent

Real GDP Growth (percent change from a year earlier)

Advanced Economies Emerging Economies
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World: Low credit growth in advanced economies, but buoyant credit
growth (overheating?) in emerging markets.

Real Private Credit Growth
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Source: Bank of Japan, European Central Bank, and the Federal Reserve Board.
1 Spike in late 2010 due to securitized credit card assets that banks owned and that were brought onto their balance sheets in
2010.
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World: High commodity prices, due to structural, cyclical,
and special factors, are a risk to the outlook.

Real Commodity Prices Global Growth of Oil Demand
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e Africa: Resilience in the face of the largest shock to hit the

region since the 1970s

This time was different . . .

Real GDP Growth in SSA During Global Downturns
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..partly due to better initial conditions
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Africa: There was scope for fiscal stimulus.

Now need to strike balance between rebuilding policy buffers and
addressing infrastructure, health, and education needs.
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Africa: Higher oil prices = inflation. High oil prices may be
permanent (given emerging market demand)
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Africa: summing up

Recovery is under way in most countries (5% on
average). May take some time for southern Africa to
reach pre-crisis growth rates.

Resilience evident throughout SSA, mainly because

of much improved policies prior to global recession.

East African countries are faring particularly well:
Mozambique, Tanzania, Uganda and Malawi and
Zambia. Also some oil exporters: Nigeria, Republic
of Congo.

Risks come from rising government debt levels in
some countries and the current food and fuel price
shock, which will impact on poverty, fiscal and
external balances and inflation.
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Sub-Saharan Africa:
2011 Growth Outlook

Real GDP Growth
(in percent)




e =AC: Strong GDP growth over the last two decades

Real GDP Growth' Top 20 Fastest-Growing Economies in 2005-09
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GNI per capita, Atlas method

—EAC: current projections

- =EAC: 8.5 percent y-0-y growth
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SG: “sustained growth” countries — China, Indonesia, Malaysia, Chile, Korea, etc.




50

45 —Gross Capital Formation
40 ——Gross National Savings
35 35
o o
S 30 t S 30 r
S 25 I S 2ol
ch [
S 20 S 20 r
a a
15 15 ¢
10 + 10 —Gross Capital Formation
5 | S ——Gross National Savings
o e 0 Lot
1980 1985 1990 1995 2000 2005 1965 1975 1985 1995 2005

International Monetary Fund, PwC Budget Breakfast 2011/12.



v
. -
v
v

12

10

International Monetary Fund, PwC Budget Breakfast 2011/12.

Unadjusted GDP growth, FY cumulative
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Uganda: Monetary and credit growth have been robust too

6,000 70
Banking system claims on the private sector
5,000 60
50
4,000
y/y change 40
3,000 (RHS)
30
2,000
20
U Sh bils (LHS)
1,000 10
0 0
Jul-08 Jan-09 Jul-09 Jan-10 Jul-10 Jan-11

International Monetary Fund, PwC Budget Breakfast 2011/12.




Governmentsecurities, yield curve
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Effective exchange rates
(Index; 2005 = 100)
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Budget: Partly due to higher current, but also development
spending

25
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Budget: Aid has fallen over time, especially budget support.
But now seems to be a shift to project assistance
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Governmentrevenue, excluding grants
(in percent of GDP)
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Budget: Welcome effort to begin eliminating exemptions,
note politics behind lower sugar and kerosene excises

« Sugar and kerosene excise tax reductions
cost Ugx 20 billion

« Scrap investment trader regime — VAT
refund system

* |ssue and enforce transfer pricing guidelines
- Kenya already has them

But need to do more next year (involving EAC
o avoid tax compelition ‘race to bottom”)
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Budget: Consider “Swiss cheese” of VAT exemptions:

« Computers, software
 Petroleum products P
* Poultry and livestock feed

* |nputs to hydropower projects

« Machinery and packing materials for
agriculture and dairy

Vel

Note. almost all are intermediate goods, but
VAT is a tax on final consumption
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Sudget: Expenditure discipline is needed to make budget
realistic and implementable

 There was a lot of re-allocation in
FY2010/11 budget as implemented

- Could mean expenditure arrears

* Want to avoid supplementaries, but budget
must be realistic

« Spending units (PS’s/Accounting Officers)
need to be punished if they commit
government to spend
without approval

[ want a yacht, but IMF would fire
me If | bought one for my office...
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Budget: Still need to build capacity for public investment

* |Improve project planning, appraisal, and
Implementation

- Transparency is key
 Example: Karuma Hydropower project

- Good opportunity to show government
can do this well (but stakes are high)

 Roads (Entebbe, Jinja) - similar showcase
opportunities

The more projects are done well, the more
financing will be available in future.

m
J

International Monetary Fund, PwC Budget Breakfast 2011/12.




Take-away messages for Uganda:

 Global environment remains uncertain

* Need to focus on promoting exports,
and encouraging domestic savings and
Investment

* Tax system has too many exemptions
« Budget discipline is key

* Important to invest in infrastructue, but
even more important to invest we//

] i Y
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