SPEAKING NOTES FOR HON. DR. KWABENA DUFFUOR, MINISTER OF FINANCE AND ECONOMIC PLANNING AT A LUNCH IN HONOUR OF ARNOLD MCINTYRE AND MIKE HAMMOND ON 14TH JULY, 2009 AT 12:30 NOON

Your Excellencies,
Members of the Diplomatic Corps, 

Colleague Ministers,

Distinguished Guests,

Friends from the Media Fraternity,

Ladies and Gentlemen, 

I am very pleased to see your turnout this afternoon to join me in formally bidding two of our colleagues, Mike and Arnold who have ended their duty tour and are leaving Ghana shortly. I understand they have both booked to fly out on the B.A flight on the 17th.

As Finance Minister, I am happy to have you all gathered here this afternoon, and I would wish to take advantage of the occasion to apprise you on the progress of our stabilization efforts since the beginning of January 2009. 
The primary purpose is to appreciate all of you, and to indicate that the efforts that you all put into our stabilisation programme at the beginning of the year, have started yielding good results. 
Ladies and Gentlemen, the challenge for economic management when we took over the administration was to address the economic imbalances inherited, namely, high fiscal and current account deficits, high and rising inflation, low international reserves, and a depreciating Cedi. 
At the early stage after the transition period when we were trying to work out a strategy to respond to the poor state of the economy, we had to call on you, our partners, for your independent opinions.

The focus of the budget has been to lay a firm base for the gradual adjustment and consolidation of public finances over the medium term to reduce pressures on inflation, the exchange rate, and the balance of payments. 
With the help of all of you the results have so far have been very positive.

FISCAL PERFORMANCE
Let me begin with the fiscal performance. Provisional data on the implementation of the 2009 budget show that the government’s fiscal stabilization strategy is on track. 
For the first half of the year, the overall balance showed a deficit of GH¢899.9 million, equivalent to 4.2% of GDP. 
Total revenue and grants was GH¢2,957.4 million, equivalent to 13.7 percent of GDP. The outturn indicates a 15.5 percent increase over the outturn for the same period in 2008. Domestic revenue outturn for the first half of the year totaled GH¢2,408.8 million, equivalent to 11.1 percent of GDP. On a year-on-year basis, domestic revenue increased by 19.0 percent. The outturn for tax revenue was equivalent to 10.0 percent of GDP, indicating an increase of 18.9 percent over the outturn for the corresponding period in 2008.  

To ensure that the end-year deficit target is achieved, government expenditures have been controlled and are being closely monitored. Total expenditure during the first half of the year amounted to GH¢3,412.5 million, equivalent to 15.8 percent of GDP. The outturn was 9.1 percent lower than the budget target and 0.5 percent higher than the outturn for the same period in 2008. Recurrent expenditure amounted to GH¢2,398.7 million, 11.8 percent higher than the outturn for the corresponding period in 2008. 
The domestic primary balance for the first half of the year, registered a deficit equivalent to 0.8 percent of GDP, indicating an improvement over the deficit of 3.6 percent of GDP obtained during the same period in 2008. 

The fiscal results for the first half are significant. We acknowledge that at a time that we seemed to have lost fiscal control, you are helping us to achieve consolidation. 

MONETARY AND FINANCIAL SECTOR PERFORMANCE
Monetary developments during the first five months of the year suggest a slower pace of monetary expansion. This has contributed to the easing up of the inflation pressures currently being witnessed. 
The banking sector also continue to remain sound, well capitalized, fairly liquid, and with improved profitability. Recent stress analysis confirms that the industry as a whole, is quite strong to exogenous macroeconomic shocks given the current level of capital adequacy of banks. 
THE CEDI EXCHANGE RATE
The foreign exchange market exhibited considerable volatility against the three core currencies in the first quarter, broadly following similar trends in the last quarter of 2008. Recent developments however, indicate a slower monthly pace in the rate of depreciation, from 5.1 percent in January to about 0.2 percent in June.
This has been achieved not only as a result of the implementation of government’s policies but also because of the injection to external resources from our partners. This shows the restoration of confidence in the performance of the economy and positive expectations on the markets. 

We want Arnold and Mike, and indeed all of you to know that you have helped to stabilize the Cedi through your efforts to push forward for the quick disbursement of resources from your respective institutions and countries.   

INFLATION 
The rate of inflation for the month of June was 20.74 percent, showing a 0.68 percentage points rise over the 20.06 percent recorded in the month of May 2009. The upward trend in inflation in the first four months of 2009 was a continuation of the rise in the rate of inflation that started in October 2008.
The trend observed in the first six months of 2009 is similar to that of the same period in 2008. However, the slight decline in the rate in May 2009 is a deviation from the sharp rise observed in May 2008. The rise in June is due to the pass through of the rising crude oil price. 
Inflation is likely to go up in the next couple of months as a result of the pass through effect of the adjustment in petroleum prices and the effect of the lean season on food prices.  Subsequently, we expect the rate to decline during the harvest season assuming crude oil prices remain stable.
EXTERNAL SECTOR
The performance of the external sector during the first five months of 2009 was equally encouraging. During the January-May period, the sector witnessed a firming up in the prices of the country’s major export commodities in the international markets. 

Gross international reserves had fallen by US$465.33 million as at the end of May 2009 to US$1,570.69 million enough to cover 1.43 months of imports of goods and services. 
This low level of reserves has implications for the value of the Cedi and that is why we all had to work hard for the approval of the Economic Governance and Poverty Reduction Support Credit (EGPRSC) by the World Bank Board. 
Subsequent approval of the Poverty Reduction and Growth Facility (PRGF) by the Fund Executive Board will result in much more improvements in the level of our reserves. 
NATIONAL POPULATION CENSUS AND NATIONAL IDENTIFICATION PROJECT

There are two important programmes that we wish to bring to the attention of our development partners. One of them is the upcoming National Population Census. The Ghana Statistical Service has begun preparations for the next National Population Census which will be conducted in 2010. We see this as an essential part of our development process because it will provide the required updated information and data to enhance planning which is necessary for our development process.

The other programme is the work of the National Identification Authority, which we deem as very important support to the Census and our development process. 
We have mobilized a lot of resources, but the amount required for the National Population Census, in particular, is significant. Support from development partners in these two specific areas is welcome and will be very much appreciated.      
FAREWELL MESSAGES 
Ladies and Gentlemen, this afternoon’s gathering is not only meant for us to have lunch and talk about the economy, but also to bid farewell to two glamorous staff of our partners who have been of immense help to us – Mr. Arnold McIntyre and Mr. Mike Hammond. 
Mr. McIntyre has been the IMF’s Resident Representative to Ghana for the past three years.

For the past six months that I have been working with him, I can attest to the fact that he is a hardworking and a helpful gentleman with a wealth of knowledge and experience. Arnold has offered so much treasured advise, especially, on the macro economy, and working of the IMF institution and his input for the elaboration of the current programme that we are expecting approval, as well as policy decisions have been very beneficial. His inputs to the Budget preparation have been most welcome and I am happy to have worked with him at this crucial period of restoring macro stability.
Arnold, Ghana thanks you for your support and work done here, we wish you the very best in all your future endeavours.

The DFiD Country Director, Mr. Mike Hammond has been working in Ghana for the past five years. He has discharged his duties with exemplary and self sacrificing devotion. Mr. Hammond was an important partner in the deepening of the harmonization of the MDBS process in Ghana. Through his instrumentality, the United Kingdom’s contribution to Ghana’s MDBS increased steadily from £20 million per annum in 2002 to £50 million per annum in 2009.
Mr. Mike Hammond’s sense of duty, modesty and depth of knowledge and advocator for the social sectors and poverty trends will be remembered. Mike, thank you for your enormous contribution and we wish you the best of luck well in all that you set yourself to do.  

We recognize and want to believe that your lovely wife has ably aided you to give your best to Ghana.

Last but not the least, I wish to express my profound gratitude to all of you our development partners for your support and also for contributing favourably during the decisions on Ghana’s programme at the World Bank Board meeting which took place on June 30, 2009. We trust the same support will be received during the IMF Board Meeting scheduled for tomorrow July 15, 2009
We note the comments from the Executive Directors, especially, our Multi Donor Budget Support (MDBS) partners on certain actions that are believed to have undermined donor coordination and harmonization. We all have to work to repair the seemingly breach that could harm donor relations.
We assure you that the programme is owned by Government and we will continue to take the leadership role in donor coordination.

CONCLUSION
Ladies and Gentlemen, in conclusion, let me say that the economic conditions have improved considerably compared to the situation in January when this Government took over. We recognize that there are risks and difficulties, but we are committed to address the macroeconomic imbalances and place the economy on a path of sustained high growth to accelerate progress towards achieving the MDGs and middle-income status for Ghana. With your support we believe that our objectives will be achieved.

In closing I request that we rise to propose a toast to our two colleagues, wishing them God’s blessing, guidance and prosperity in their careers ahead. Wish you well. 
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