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INTRODUCTION

Honourable Hanna Tetteh, Minister of Trade, Ghana, 
Dr. Mohan Kaul, Director-General, Commonwealth Business Council, 
Mr. Peter Longworth, Director of Standard Chartered Bank Corporate: and 
Government Relations, Distinguished Guests, Ladies and Gentlemen,
It gives me great pleasure to be here this afternoon to address you on the issue of economic and fiscal environment for investment in Ghana. What pleases me most is that this forum has brought together distinguished guests from all walks of life to deliberate on this important matter. Now more than ever, Ghana needs massive investments in various areas of its economy to support its growth and development program. These investments will only come from such open-ended dialogue and discourse on the favourable macroeconomic environment in the country.

ECONOMIC AND FISCAL ENVIRONMENT
Ladies and gentlemen, the Ghanaian economy in 2008 was characterised by severe imbalances, posing a major challenge for accelerated economic growth and development. Fiscal policy was largely expansionary, leading to large budget deficits. This resulted in a sharp rise in the overall public debt, which reached 52% of GDP in 2008. Strong domestic demand during the period also caused inflation to rise sharply. Although strong public spending was the major factor behind the inflationary pressures, private sector demand was also rising rapidly, reinforced by a strong credit expansion.
The strong demand pressures led to a weakening of the current account and the cedi exchange rate. Non-oil imports rose by 33% in dollar terms in 2008, causing a huge trade deficit during the year, which in turn caused the current account deficit to rise to 21% of GDP. By the end of December 2008, the overall balance of payments had recorded a huge deficit. Consequently, the country’s gross foreign reserves dropped to less than two months of import cover for goods and services in December 2008. All these developments took place in the face of a sharp depreciation of the domestic currency which was reinforced by the global financial crisis. 
As we all know, high fiscal deficits, high rate of inflation, large current account deficits, and exchange rate uncertainties create macroeconomic instability that puts growth and poverty reduction aspirations at serious risk. They also put at risk access to foreign private capital and donor resources to complement domestic resources. The challenge for macroeconomic management in 2009 when our Government came into power was to address the imbalances inherited from the previous administration.
Ladies and gentlemen, the election in Ghana last year was keenly contested and our party won by a slim majority. It was a real test of democracy, when once again power shifted from one party to another. Given the slim majority of the ruling party and the long period over which the imbalances had been built up, it was not practical to effect a large one-off adjustment to achieve macroeconomic stability for this could have serious social and political consequences. We therefore adopted multi-year adjustments in the austerity budget which we introduced early in the year. This austerity budget seeks in the first year to:
· Bring down the budget deficit from 14.9% of GDP in 2008 to 9.4% of GDP in 2009
· Reduce inflation from 18.1% in 2008 to 12.5% in 2009; and
· Increase the gross foreign reserves to more than two months of import cover for goods and services.
The objective of the new Government is to stabilize the fiscal and external current account imbalances by tightening fiscal and monetary policy to slow down inflationary pressures and exchange rate depreciation in the shortest possible time so as to pave way for the resumption of accelerated growth, especially in the pro-poor sectors of the economy. 
The available evidence for the first quarter of 2009 show that the impact of the austerity budget being implemented has began to yield positive results. Information on the budget execution indicates an overall deficit of 0.9% of GDP in the first quarter, compared to the 1.7% recorded in the same period of last year. This reflects a significant improvement in our fiscal efforts. We have also begun to see a slowdown in the growth of money supply and domestic credit, attributed mainly to the increases in both the prime rate and commercial banks’ lending rates.  Although inflation continued to rise in the first quarter of 2009, the rate of increase was much lower in this year than in the same period of last year. 
Ghana’s recent financial deepening is also poised to support the country’s accelerated growth trajectory, and the financial sector is well placed for further rapid development. Supervision of the financial system has improved significantly and a number of measures are in place to contain the major risks facing the banking sector and to spur banking activity. As a result, impressive performance has been recorded in the financial sector, with the major banks declaring huge profits. During the first quarter of the year, the Standard Chartered Bank, for instance, declared total profit after tax of GH¢10.1 million, compared to GH¢9 million in the same period last year. Ecobank declared GH¢12.5 million after tax profit in the first quarter of this year compared to GH¢7.6 million in the same quarter last year. The Ghana Commercial Bank also declared an after tax profit of GH¢13.2 million in the first quarter of this year, compared to GH¢8.6 million it made in the same quarter last year. 

As you are also aware, since 2007 oil and gas have been discovered in commercial quantities and very soon the country will become an oil exporter. The Ghana oil is of very light quality and has high gas content. For every 1,000 barrels of oil that is produced, there will be an associated gas of one million standard cubic of gas. Government is therefore embarking on a zero gas flaring policy in order to fully utilize the associated gas from the oil fields. The domestic utilization of the oil and gas will lead to a drastic reduction in the cost of energy, thereby reducing cost of doing business in the country and also minimizing the associated fiscal risks.

Ladies and gentlemen, our interactions with the IMF, World Bank and other development partners are also showing great prospects. The development partners have pledged substantial financial support to Ghana. At the recently concluded Spring Meetings of the Board of Governors of the IMF and the World Bank, it emerged that Ghana could receive USD420 million as its allocation of the increased SDR allocation by the IMF to all member countries as a result of the recent decision of the G20 countries. A possible PRSC/precautionary standby arrangement of not less than USD1.0 billion IMF support to the country’s foreign exchange reserves was also discussed. 
At the same meeting, the World Bank management reiterated that USD1.2 billion has been allocated to Ghana for Budget/Sector Support Programs and Projects for the ensuing three-year period. Of this amount, USD450 million had been earmarked for budget support. Prior to the meeting in Washington, I was informed that an additional amount of USD75 million has recently been allocated to Ghana. I have asked for this amount to be added to the Budget Support Program, thus increasing the total amount to USD525 million for the three-year period. Under the Bank’s Budget Support Facility/PRSC, there were intensive discussions to frontload USD375 million out of the tentative allocation of USD525 million to Ghana over the three-year period.  

I also wish to mention that, in the last two years, the Ghana Investment Promotion Centre registered 617 projects, with an estimated total value of USD10.6 billion. Of the total projects registered, 416 representing 67% were wholly-foreign owned while the remaining 201 were joint-venture projects. The majority of the enterprises registered in the 2007-2008 period were in the services, general trading and manufacturing sectors.

WHY INVEST IN GHANA?
Ladies and gentlemen, this is because the country has a stable multiparty political environment; relatively stable economic environment; fast growing financial sector; good supply of skilled labour, generous tax incentives for new investment; and comprehensive investment protection and guarantee mechanisms. 
Ladies and gentlemen, confidence in the Ghana’s economy is very strong now and growing. The driving factors behind the growing confidence are the austerity budget being implemented by the NDC Government, which finds expression in fiscal policy carrying the brunt of the medium term adjustment; the Government’s strong commitment to good governance; and the country’s enormous economic resource base. Politically, we have established stability in the country as reflected in the recent successful free and fair election and smooth transition to a new administration. Economically, the country is rich in mineral resources and we have a high potential of becoming an oil exporter very soon. We therefore have the resources to accelerate economic growth, create real jobs, and increase incomes to support wealth creation and poverty alleviation. 

The policies we are implementing in Ghana will firmly restore stability in the macro-economy and create further room for sustained private sector growth and participation in the country’s growth and development agenda. These developments should convince each one of you gathered here today, financial institutions and other investors to have a positive outlook for Ghana. I therefore invite you all to consider Ghana as the country of choice in your investment decisions.  Also I take this opportunity to render my sincere appreciation to you for allowing me to put across Ghana’s case before you.  
I thank you.
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