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WASHIGTON: The coronavirus pandemic could
set back incomes in sub-Saharan Africa by a
decade as weak oil prices, a tourism standstill and
business lockdowns shrink the region’s economy
3.2 percent in 2020, an IMF official said Monday.

Activity is expected to recover in 2021, but
countries  first will have to get through a year in
which many will see tepid growth at best, while
those that rely on commodities or tourism will suf-
fer severe declines.

“It is a worrisome picture, really, in terms of the
economic outlook, and really reflects the continu-
ing weak global economic environment that coun-
tries in the region face,”
Africa director for the
International Monetary
Fund Abebe Aemro
Selassie told AFP.

The continent is grap-
pling with more than
383,000 cases of coron-
avirus, according to the
Africa Centres for
Disease Control  and
Prevention. The IMF on
Monday released its
updated outlook for sub-Saharan Africa, showing
the downturn is set to cause a drop in real per-
capita income of as much as 15 percent in all but
two countries, meaning the region overall will suf-
fer a decline of 7.0 percent, back to where it was
a decade ago.

With oil prices low globally, crude exporters
will be badly hit. Nigeria is expected to shrink by
5.4 percent and Angola by 4.0 percent, its fifth
straight year of economic contraction. Flight bans
and health concerns mean less tourists, and the

IMF expects the Seychelles to shrink by 13.8 per-
cent in 2020 and Mauritius by 12.2 percent.

Even diversi f ied economies wi l l  suffer.
Ethiopia’s GDP is expected to grow just 1.9 per-
cent in fiscal year 2020 then “stall completely”
the following year, the IMF said. South Africa, the
continent’s most-industrialized economy—which
also has the highest number of recorded coron-
avirus infections—will contract 8.0 percent in
2020 due to lockdowns imposed to curb the
virus, a risk Abebe said countries across the con-
tinent face.

“Unfortunately, the region remains still on the
exponential side of how
the pandemic is playing
out in the vast majority of
countries,” he said.
“Absent vigilance, there’s
no reason why we cannot
expect the same kind of
dynamics that we’ve seen
elsewhere in terms of the
pandemic.”

Fear of spillovers
The Washington-

based crisis lender has moved quickly to roll out
support programs to help African economies
weather the downturn, with aid totaling up to $10
billion over the last two months or so, and more to
be announced, Abebe said. Africa also stands to
benefit from debt relief agreed to in April by the
G20 representing the world’s largest economies. 

There is “strong willingness to provide” the
relief and about 25 countries have applied, though
details are still being discussed with some credi-
tors, Abebe said.

The world’s poorest continent is expected to
rebound in 2021 with growth in sub-Saharan
Africa of 3.4 percent, assuming lockdowns have
eased and the pandemic does not get markedly
worse with a second wave of infections.

But given the tentative nature of the “phase
one” trade deal between the United States and

China, and Washington’s threat of new taxes on
European goods amid a trade feud, Abebe warned
that wider tensions could threaten Africa’s recov-
ery. “A tense geopolitical environment, one which
leads to adverse trade outcomes, growth out-
comes, economic outcomes, will also have some
spillover on the region.” —AFP

India plans sops 
for auto firms 
to boost exports
NEW DELHI: India is drawing up an incentive
scheme for the autos sector aimed at doubling
exports of vehicles and components in the next
five years, four sources with direct knowledge of
the matter told Reuters.

The Department of Heavy Industries (DHI)
has sought feedback from auto industry groups
on the initial proposal, which suggests giving
incentives over five years to increase local pro-
duction and procurement for export, the
sources said.

The incentives would be based on the sales
value of vehicles or components and
eligible  companies would need to meet certain
conditions, including a minimum revenue and
profit threshold and presence in at least 10 coun-
tries, two of the sources said, adding the form the
incentives would take had not been decided.

DHI did not immediately respond to a request
for comment. The move is part of India’s effort to
create ‘champion’ sectors to attract investment,
generate jobs and boost manufacturing, and
comes amid calls by Prime Minister Narendra
Modi to be self-reliant as a nation.

India wants to promote exports and has iden-
tified some sectors, including autos and textiles,
for which incentive plans are being designed,
said a senior government official. “For autos the
government has engaged with various stakehold-
ers. We have to see what needs to be done in the
global context,” said the official, adding that even
though talks are in early stages and details have
not been finalized there is a plan to give a “big
push” to the sector.

India’s  auto  sector exports touched $27 bil-
lion in the fiscal year ending March 2019, led
by  companies  including Ford Motor, Hyundai
Motor, Maruti Suzuki, Volkswagen and Bosch,
which analysts say stand to gain the most. The
push, however, comes at a time when auto sales
globally have been battered because of the
coronavirus pandemic and demand may take a
while to recover.

To make it a success in the present scenario,
India needs to ensure the proposal is not com-
plicated by too many conditions and is not
based on sales targets, said Vinay Piparsania,
consulting director, automotive, at Counterpoint
Research. “Having a liberal trade policy will
allow  companies  to bring in new and global
technologies which will increase their scale and
India’s competitiveness as an export hub,” he
said. —Reuters

Sub-Saharan African economy could shrink 3.2% in 2020

Pandemic set to undo decade 
of progress in Africa: IMF

An exterior view of the building of the International Monetary Fund (IMF) is seen in Washington,
DC. The coronavirus pandemic could set African incomes back a decade as weak oil prices,
curbed tourism and business lockdowns contract the continent’s economy 3.2 percent in 2020, an
IMF official said. —AFP

Nepal families face
hunger as virus 
hits remittances
KATHMANDU: Nepali housewife Shiba Kala
Limbu grimaced as she recalled how she went
hungry in order to feed her five-year-old daugh-
ter after the coronavirus pandemic cost her hus-
band his job as a mason in the Gulf state of Qatar.

The 25-year-old said she had no money for
rent after the payments from her husband, Ram
Kumar, stopped. “It is painful,” she said, as she
peeled potatoes in a dimly lit kitchen that doubles
as her bedroom in the Baniyatar locality of the
Nepali capital.

“I skipped several evening meals to save what-
ever little food I had for my daughter.” The spread
of the deadly respiratory disease caused by the
virus has choked economies worldwide and
pitched millions of migrant workers out of jobs,
leaving them unable to send money home.

More than 56 percent of Nepal’s estimated 5.4
million households receive remittances that are a
vital lifeline for families that have no other source
of income, official figures show. Remittances
totaled $8.1 billion last year, or more than a quar-
ter of Nepal’s gross domestic product, but are
likely to drop 14% in 2020 because of the global
recession caused by the virus, as well as a fall in
oil prices, the World Bank says.

Millions of Nepali migrants work in the oil-rich
Gulf countries and Malaysia. Remittances are cru-
cial for lower-middle-class families that have
moved to city centers and rely on them to pay for
rent, groceries, school fees and utilities, said ana-
lyst Ganesh Gurung. “Without remittances these
families will get poorer and crimes like human
trafficking and prostitution could rise,” said
Gurung, an expert on migrant issues at the Nepal
Institute of Development Studies think tank.

Limbu, the housewife, used to receive up to
20,000 Nepali rupees ($165) every month before
the pandemic.

But in the last six months she has received only
40,000 Nepali rupees from her husband, most of it
borrowed from his friends. “That’s all he has man-
aged to send this year,” she said. “I used some of it
to pay for the rent and the rest to buy groceries.”
In the southwestern town of Gajedah, Radha
Marasini said her husband, Indra Mani, lost his job
as a security guard at a textile factory in India’s
northern city of Ludhiana after the outbreak.

As her income dried up, the 43-year-old had no
option but to turn to a local lender and pay crip-

pling interest rates to ensure she and her 15-year-
old son can survive. “If the corona (virus) situation
does not improve, we’ll have to eat only one meal
a day,” Marasini said.

The virus has caused 13,248 infections and 29
deaths in Nepal. Some migrants, like Limbu’s hus-
band Ram Kumar, are staying overseas despite the
loss of their jobs, in hopes the situation will
improve and they can resume work.

“It is traumatic to be away from the family,”
Kumar said from Qatar, which plans a limited re-
opening of restaurants, beaches and parks from
July 1. “If there was any hope for finding a job in
Nepal, I would go.” —Reuters

KATHMANDU: A Nepali housewife Shiba Kala Limbu ties up her five-year-old daughter Masim Limbu’s
hair in Kathmandu. —Reuters

China factory 
activity picks 
up in June 
BEIJING: China’s factory activity
picked up pace in June, official data
showed yesterday, although analysts
warned weak global demand and a
potential coronavirus resurgence are
weighing on its longer-term recovery.

The world’s second-largest econo-
my has been whirring back to life after
the virus and sweeping lockdowns
prompted a near-halt in activity at the
start of the year. But economists cau-
tion that momentum may weaken in
the second half of 2020 as key mar-
kets struggle to recover from the cri-
sis and as orders for medical supplies
abroad—which have boosted
exports—peak and fall.

China’s Purchasing Managers’
Index (PMI), a key gauge of activity in
factories, came in at 50.9 points in
June, better than the 50.5 forecast in a
Bloomberg News poll of analysts and
up 0.3 points from May. Anything
above 50 is considered to show
expansion.

The non-manufacturing PMI came
in at 54.4 points from 53.6, according
to the National Bureau of Statistics

(NBS). The readings will be welcomed
as the economy slowly emerges from
the disease, having shrunk in the first
quarter for the first time in decades.

NBS senior statistician Zhao
Qinghe noted that the surprise uptick
came as “supply and demand contin-
ued to pick up” in June, while imports
and exports are also looking better as
major global markets restart their
economies. But he warned there were
still “uncertainties”, with the import
and export indexes below the 50-
mark and a larger number of small
enterprises reporting a lack of orders.

UOB economist Ho Woei Chen
told AFP the poorer performance of
small businesses suggests China’s
government needs to continue pro-
viding targeted support. And while
there was a relatively good recovery
in the second quarter, Nomura chief
China economist Lu Ting flagged
“strong headwinds ahead and height-
ened uncertainty”.

“The momentum could lose some
steam in coming months,” he warned.
Lu told AFP the manufacturing PMI
improvement may have been driven
by an improvement in new export
orders but they remained in contrac-
tion territory, adding that the fall in
the employment sub-index also did
not bode well.

“The rebound in new COVID-19
cases in Beijing and some surrounding

cities dealt a blow to the service sec-
tor,” he said, adding that recent data
suggested no clear recovery in
tourism in recent months.

Premier Li Keqiang has made sta-
bilizing employment a top priority,
targeting new urban employment of
over nine million—a drop from 11 mil-
lion targeted in 2019 — after the pan-
demic hit.

Martin Rasmussen of Capital

Economics added that overseas ship-
ments “look ripe for a pullback
despite the improvement in export
orders”, with demand for virus-relat-
ed products like masks that were
needed in the global outbreak likely to
weaken. “But the continued rapid
issuance of government bonds means
that infrastructure spending should
remain strong and help keep the
recovery on track,” he said. —AFP

BEIJING: A woman wearing a face mask picks out shoes at a shop in
Beijing yesterday. —AFP

Crisis lender
to jack up
Africa aid

MANESAR: Cars are seen parked at Maruti Suzuki’s
plant at Manesar —Reuters


