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Executive Summary

"GUFS�EFDBEFT�PG�mYJOH�UIF�FYDIBOHF�SBUF�(IBOB�JOJUJBUFE�SFGPSNT�JO�UIF�FBSMZ�����T�UPXBSET�B�
nFYJCMF�FYDIBOHF�SBUF�TZTUFN��5IJT�FWFOUVBMMZ�MFE�UP�UIF�FTUBCMJTINFOU�PG�BO�JOUFS�CBOL�GPSFJHO�
FYDIBOHF�NBSLFU�BOE�B�SFUBJM�GPSFJHO�FYDIBOHF�CVSFBVY�NBSLFU�GPS�UIF�USBEJOH�PG�UIF�DFEJ�BOE�
GPSFJHO�DVSSFODJFT��5IF�QSFWBMFOU�DIBSBDUFSJTUJD�PG�UIF�DFEJ�T�FYDIBOHF�SBUF�TJODF�UIBU�UJNF�IBT�
CFFO�JOTUBCJMJUZ�BOE�EFQSFDJBUJPO�BHBJOTU�UIF�NBKPS�GPSFJHO�DVSSFODJFT�FTQFDJBMMZ�UIF�EPMMBS��5IF�
DFEJ� EFQSFDJBUFE� CZ� B� UPUBM� SBUF� PG� ������ CFUXFFO� ����� BOE� ����� BOE� CZ�NPSF� UIBO� ����
ZFBS�PO�ZFBS� JO� ���� PG� UIF� ���� NPOUIT� XJUIJO� UIF� QFSJPE�� "� EFQSFDJBUJOH� DVSSFODZ� DBO� CF�
FDPOPNJDBMMZ� CFOFmDJBM� BT� JU� JNQSPWFT� UIF� OBUJPO�T� DPNQFUJUJWFOFTT� BOE� CPPTUT� FYQPSUT��
/FWFSUIFMFTT� DVSSFODZ� JOTUBCJMJUZ� JT� BMTP� DPTUMZ� BOE� JO� (IBOB� PWFS� UIF� ZFBST� JU� IBT� GVFMFE�
JOnBUJPO�EFCU�EJTUSFTT�BOE�HFOFSBM�FDPOPNJD�JOTUBCJMJUZ�UIBU�IBT�VOEFSNJOFE�UIF�DPVOUSZ�T�PWFSBMM�
economic performance.

5IJT�QBQFS�EFUFSNJOFT�UIF�DBVTFT�PG�FYDIBOHF�SBUF�JOTUBCJMJUZ�JO�(IBOB�XIJDI�PGUFO�NBOJGFTUT�BT�
SBQJE�EFQSFDJBUJPO�CZ�FYBNJOJOH�UIF�QPMJDZ�GBDUPST�BOE�DPOEJUJPOT�UIBU�IBWF�ESJWFO�FYDIBOHF�
SBUF�USFOET�EVSJOH�UIF�QFSJPE������������5IF�UIFPSFUJDBM�MJUFSBUVSF�PO�FYDIBOHF�SBUFT�QSPWJEFT�
UIF� GSBNFXPSL� GPS� JEFOUJGZJOH� UIF� GBDUPST� UIBU� JOnVFODFE� FYDIBOHF� SBUFT� JO� UIF� TUVEZ� QFSJPE��
5IFTF�JODMVEF�UIF�OBUVSF�PG�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�CBMBODF�PG�QBZNFOUT�EFWFMPQNFOUT�
SFMBUJWF� OBUJPOBM� JODPNFT� QSJDFT� BOE� JOUFSFTU� SBUFT� BOE� FDPOPNJD� BHFOUT�� FYQFDUBUJPOT� PS�
sentiments.

(FOFSBMMZ� FYDIBOHF� SBUF� USFOET� JO�(IBOB�EVSJOH� ���������� DBO�CF�EFQJDUFE� BT� GPMMPXT�� GPS�
NVDI�PG�UIF�mSTU�EFDBEF�TJODF������UIF�FYDIBOHF�SBUF�XBT�WPMBUJMF�BOE�EFQSFDJBUFE�BU�B�GBTU�
QBDF��5IJT�QFSJPE�XBT�TVDDFFEFE�CZ�IBMG�B�EFDBEF�	���������
�PG�SFMBUJWF�TUBCJMJUZ�XIJDI�XBT�
JOUFSSVQUFE� JO� ���������� XIFO� UIF� FYDIBOHF� SBUF� GFMM� TUFFQMZ�� 5IFO� GPMMPXFE� GPVS� ZFBST�
	���������
�JO�XIJDI�UIF�DFEJ�XBT�MBSHFMZ�TUBCMF�BMCFJU�XJUI�FQJTPEFT�PG�TIBSQ�EFQSFDJBUJPO�JO�UIF�
mSTU�IBMG�PG������BOE�UIF�MBTU�RVBSUFS�PG�������'SPN�UIF�MBTU�RVBSUFS�PG������UP�UIF�FOE�PG������UIF�
FYDIBOHF� SBUF� FYQFSJFODFE� B� IJHI� MFWFM� PG� JOTUBCJMJUZ� BOE� EFQSFDJBUJPO� UIBU� IBE� OPU� CFFO�
XJUOFTTFE�TJODF�����������

5IF� QBQFS� mOET� UIBU� XIFOFWFS� mTDBM� BOE� NPOFUBSZ� QPMJDJFT� IBWF� CFFO� SFMBUJWFMZ� MPPTF� UIF�
FYDIBOHF� SBUF� IBT� UFOEFE� UP� FYQFSJFODF� MBSHF� EFQSFDJBUJPOT�� 5IVT� VOEJTDJQMJOFE� mTDBM� BOE�
NPOFUBSZ� QPMJDJFT� IBWF� CFFO� BO� JNQPSUBOU� ESJWFS� PG� FYDIBOHF� SBUF� JOTUBCJMJUZ� JO� (IBOB�� 'PS�
JOTUBODF�CFUXFFO������BOE������HPWFSONFOU�TQFOEJOH�BOE�NPOFZ�DSFBUJPO�JODSFBTFE�SBQJEMZ�
USJHHFSJOH� IJHI� JOnBUJPO� BOE� SBQJE� DVSSFODZ� EFQSFDJBUJPO�� *O� PUIFS� QFSJPET� PG� FYDIBOHF� SBUF�
JOTUBCJMJUZ� TVDI� BT� ����� ���������� BOE� ���������� UIF� VOEFSQJOOJOH�QPMJDZ� DPOEJUJPOT� BMTP�
SFnFDUFE�MPPTF�mTDBM�BOE�NPOFUBSZ�NBOBHFNFOU��

0O�UIF�DPOUSBSZ�NPSF�TUBCMF�FYDIBOHF�SBUFT�IBWF�CFFO�SFDPSEFE�EVSJOH�QFSJPET�PG�SFMBUJWF�mTDBM�
BOE�NPOFUBSZ�EJTDJQMJOF��5IF�QFSJPET�����������BOE�����������FYFNQMJGZ�UIJT�OFYVT�CFUXFFO�
SFMBUJWFMZ� SFTUSBJOFE� mTDBM� BOE� NPOFUBSZ� QPMJDJFT� BOE� B� TUBCMF� FYDIBOHF� SBUF�� 'PS� JOTUBODF�
CVEHFU�EFmDJUT�BOE�SBUFT�PG�NPOFUBSZ�HSPXUI�XFSF�NVDI�TNBMMFS�JO�����������BOE�����������
UIBO�JO�UIF�����T�BOE�����������XIJDI�XJUOFTTFE�IJHI�DVSSFODZ�JOTUBCJMJUZ�BOE�EFQSFDJBUJPO�

6OGBWPSBCMF�FYUFSOBM�EFWFMPQNFOUT�JODMVEJOH�BEWFSTF�UFSNT�PG�USBEF�IBWF�BMTP�QMBZFE�B�SPMF�JO�
UIF� JOTUBCJMJUZ� PG� UIF�FYDIBOHF� SBUF�� 5IF�QSJODJQBM� TPVSDF�PG� GPSFJHO�FYDIBOHF� JODPNF� GPS� UIF�
FDPOPNZ� JT� UIF�FYQPSU� PG� QSJNBSZ� DPNNPEJUJFT�DPDPB�HPME� UJNCFS� BOE�OPX�PJM�UIBU� IBWF�
WPMBUJMF�QSJDFT�JO�UIF�JOUFSOBUJPOBM�NBSLFUT�XIFSF�UIFZ�BSF�USBEFE��#FDBVTF�PG�UIJT�QSJDF�WPMBUJMJUZ�

cal StudiesInstitute for Fiscal Studies Occasional Paper No. 20



3

GPSFJHO� FYDIBOHF� FBSOFE� GSPN� FYQPSUT� IBT� CFFO� QSPOF� UP� UIF� WBHBSJFT� PG� UIF� JOUFSOBUJPOBM�
DPNNPEJUZ�NBSLFUT�NFBOJOH�FYQPSU�SFWFOVF�UFOET�UP�CF�EFQSFTTFE�XIFO�DPNNPEJUZ�QSJDFT�BSF�
MPX��5IF�NPTU�QSPNJOFOU�FQJTPEF�PG�UIJT�QSPCMFN�XBT�UIF�UFSNT�PG�USBEF�TIPDL�PG�����������UIBU�
JNQBDUFE�CPUI�UIF�EFNBOE�BOE�TVQQMZ�FOET�PG�UIF�GPSFJHO�FYDIBOHF�NBSLFU�MFBEJOH�UP�SFDPSE�
JOTUBCJMJUZ�BOE�SBQJE�EFQSFDJBUJPO��0UIFS�MFTT�TFWFSF�FQJTPEFT�PG�UFSNT�PG�USBEF�XFBLOFTT�IBWF�
BMTP�DSFBUFE�PS�GVFMFE�EFQSFDJBUPSZ�QSFTTVSF�JO�UIF�GPSFJHO�FYDIBOHF�NBSLFU�

$PNNPEJUZ� EFQFOEFODF� BOE� MBDL� PG� FYQPSU� EJWFSTJmDBUJPO� IBWF� DBVTFE� DISPOJD� USBEF� BOE�
DVSSFOU�BDDPVOU�EFmDJUT�JO�(IBOB��'BDFE�XJUI�UIJT�QSPCMFN�UIF�FDPOPNZ�T�BCJMJUZ�UP�BUUSBDU�DBQJUBM�
nPXT�GSPN�BCSPBE�JT�DSJUJDBM�GPS�UIF�NBJOUFOBODF�PG�B�TUBCMF�FYDIBOHF�SBUF��5IJT�XBT�BO�JNQPSUBOU�
GBDUPS�JO�UIF�CSPBE�TUBCJMJUZ�PG�UIF�FYDIBOHF�SBUF�EVSJOH�����������BOE������������$BQJUBM�nPXT�
JOUP�UIF�FDPOPNZ�XFSF�SPCVTU�QSPEVDJOH�OFU�FYUFSOBM�TVSQMVTFT�JO�NPTU�ZFBST�BOE�LFFQJOH�UIF�
GPSFJHO�FYDIBOHF�NBSLFU�XFMM�TVQQMJFE�UP�TVQQPSU�TUBCJMJUZ��

:FU�BU�PUIFS�UJNFT�UIF�FDPOPNZ�IBT�GBJMFE�UP�BUUSBDU�UIF�SFRVJSFE�DBQJUBM�BOE�mOBODJBM�nPXT�UP�
BDIJFWF�FYUFSOBM�CBMBODF��5IJT�XBT�UZQJDBMMZ�XIFO�UIF�EPNFTUJD�QPMJDZ�FOWJSPONFOU�XBT�QPPS�BOE�
FYUFSOBM� JOWFTUPS� DPOmEFODF� JO� UIF� FDPOPNZ� XBT� XFBL�� 'PS� JOTUBODF� XJUI� UIF� SFUVSO� UP�
TJHOJmDBOUMZ� VOCBMBODFE� mTDBM� QPMJDJFT� BGUFS� ����� FYUFSOBM� JOWFTUPS� DPOmEFODF� EFUFSJPSBUFE�
FTQFDJBMMZ� BT� DPODFSOT� IFJHIUFOFE� PWFS� (IBOB�T� QVCMJD� EFCU� TVTUBJOBCJMJUZ�� 5IF� TMVNQ� JO�
DPOmEFODF�SFTVMUFE�JO�TIBSQ�EFDMJOFT�JO�mOBODJBM�JOnPXT�JO������BOE������B�QFSJPE�UIBU�BMTP�TBX�
SBQJE� FYDIBOHF� SBUF� EFQSFDJBUJPO�� *O� HFOFSBM� QPMJDJFT�XIJDI� JNQSPWF� UIF� mTDBM� IFBMUI� PG� UIF�
DPVOUSZ� BOE� FOHFOEFS� QSJDF� TUBCJMJUZ� FMJDJU� HSFBUFS� DPOmEFODF� UIBU� DPOTFRVFOUMZ� TVQQPSUT�
FYDIBOHF� SBUF� TUBCJMJUZ� XIFSFBT� XFBL� mTDBM� BOE� NPOFUBSZ� QPMJDJFT� UIBU� HFOFSBUF� QPPS�
NBDSPFDPOPNJD�PVUDPNFT�SFEVDF�DPOmEFODF�BOE�GVFM�FYDIBOHF�SBUF�JOTUBCJMJUZ��

#BTFE�PO�UIF�mOEJOHT�PG�UIF�TUVEZ�UIF�QBQFS�NBLFT�UIF�GPMMPXJOH�QPMJDZ�SFDPNNFOEBUJPOT�UP�
FOTVSF�EVSBCMF�FYDIBOHF�SBUF�TUBCJMJUZ�

5IF�HPWFSONFOU�OFFET�UP�JNQMFNFOU�EJTDJQMJOFE�mTDBM�BOE�NPOFUBSZ�QPMJDJFT��5IJT�FOUBJMT�
SVOOJOH�MPX�CVEHFU�EFmDJUT�BOE�FTDIFXJOH�FYDFTTJWF�NPOFUBSZ�FYQBOTJPO�

7VMOFSBCJMJUZ� UP� BEWFSTF� UFSNT� PG� USBEF� BOE� PUIFS� VOGBWPSBCMF� FYUFSOBM� EFWFMPQNFOUT�
TIPVME� CF� NJOJNJ[FE� UISPVHI� UIF� EJWFSTJmDBUJPO� PG� FYQPSU� QSPEVDUT�� 5IJT� SFRVJSFT������������
HPWFSONFOU� JOWFTUNFOU� BOE� JODFOUJWFT� UP� JNQSPWF� FDPOPNJD� JOGSBTUSVDUVSF� SFEVDF��������
CVTJOFTT�DPTUT�BOE�SFHVMBUPSZ�CBSSJFST�BOE�EFWFMPQ�OFX�FYQPSU�HSPXUI�QPMFT��

5IF�HPWFSONFOU�TIPVME�CVJME�BOE�TVTUBJO�FYUFSOBM�DPOmEFODF�JO�UIF�FDPOPNZ�XIJDI�JT�
DSJUJDBM�GPS�UIF�BUUSBDUJPO�PG�TUSPOH�JOUFSOBUJPOBM�DBQJUBM�BOE�mOBODJBM�nPXT�CZ�JNQMFNFOUJOH�
mSN�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�mOBODJBM�TFDUPS�SFGPSNT�BOE�JODFOUJWFT�UP�BUUSBDU�GPSFJHO�
JOWFTUNFOU�
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1. Introduction

2. Theoretical Review 

'SPN� UIF� CFHJOOJOH� PG� UIF� ����T� (IBOB� BEPQUFE� B� QIBTFE� FYDIBOHF� SBUF� MJCFSBMJ[BUJPO�
QSPHSBN�XIFSFCZ�NBSLFU�GPSDFT�XFSF�BMMPXFE�UP�JODSFBTJOHMZ�IBWF�B�CJHHFS�TBZ�JO�EFUFSNJOJOH�
UIF�GPSFJHO�FYDIBOHF�WBMVF�PG�UIF�OBUJPO�T�DVSSFODZ�UIF�DFEJ��5IJT�DVMNJOBUFE�JO�UIF�DSFBUJPO�GPS�
UIF�mSTU�UJNF�PG�BO�JOUFS�CBOL�GPSFJHO�FYDIBOHF�NBSLFU�JO�UIF�DPVOUSZ�JO������XIJMF�UIF�QSFWJPVTMZ�
VOEFSHSPVOE� DVSSFODZ� NBSLFU� 	QBSBMMFM� NBSLFU
� XBT� GPSNBMJ[FE� JOUP� UIF� GPSFJHO� FYDIBOHF�
CVSFBVY� NBSLFU�� 5IF� FYDIBOHF� SBUF� PG� UIF� DFEJ� IBT� TJODF� CFFO� EFUFSNJOFE� NBJOMZ� CZ� UIF�
USBOTBDUJPOT�	EFNBOE�BOE�TVQQMZ
�UIBU�UBLF�QMBDF�JO�UIF�UXP�NBSLFUT�

4JODF�UIF�MJCFSBMJ[BUJPO�UIF�WBMVF�PG�UIF�DFEJ�IBT�CFFO�RVJUF�VOTUBCMF�BHBJOTU�PUIFS�DVSSFODJFT�
XJUI�NVDI�PG� UIF� JOTUBCJMJUZ�NBSLFE�CZ�EFQSFDJBUJPO��5IJT� JTTVF�IBT�CFFO�PG�NBKPS�DPODFSO� UP�
QPMJDZNBLFST�� "MUIPVHI� B� EFQSFDJBUJOH� DVSSFODZ� JT� OPU� XJUIPVU� JUT� CFOFmUT� XIJDI� JODMVEF�
TUSFOHUIFOJOH� UIF� JODFOUJWFT� GPS� FYQPSUT� BOE� EJTDPVSBHJOH� JNQPSUT� JU� UFOET� UP� JNQPTF� IVHF�
TIPSU�UFSN�DPTUT�PO�UIF�FDPOPNZ��5IFTF�JODMVEF�UIF�JNNFEJBUF�QBTT�UISPVHI�JNQBDU�PO�EPNFTUJD�
JOnBUJPO�XIJDI�FSPEFT�SFBM�JODPNFT�FDPOPNJD�HSPXUI�BOE�DPOmEFODF�BOE�JODSFBTFT�JO�UIF�
EPNFTUJD�DVSSFODZ�WBMVF�PG�GPSFJHO�EFCU�BOE�EFCU�TFSWJDF�FYQFOEJUVSF��5P�NJOJNJ[F�UIFTF�DPTUT�
HPWFSONFOUT�PWFS� UIF�ZFBST�IBWF�FOEFBWPSFE� UP�DSFBUF� UIF�DPOEJUJPOT� GPS�B�TUBCMF�FYDIBOHF�
SBUF��/FWFSUIFMFTT�FYDIBOHF�SBUF�TUBCJMJUZ�DPOUJOVFT�UP�CF�MBSHFMZ�FMVTJWF��"�OBUVSBM�RVFTUJPO�UIBU�
BSJTFT�JT�XIZ�IBT�UIJT�CFFO�UIF�DBTF �5IJT�QBQFS�TFFLT�UP�QSPWJEF�TPNF�BOTXFST��

3FTFSWJOH�B�RVBOUJUBUJWF�FNQJSJDBM�BOBMZTJT�PG�UIF�DBVTFT�PG�FYDIBOHF�SBUF�JOTUBCJMJUZ�UP�B�GVUVSF�
JOWFTUJHBUJPO�UIJT�TUVEZ�XJMM�QSFTFOU�UIF�USFOET�JO�FYDIBOHF�SBUFT�BOE�FYBNJOF�UIF�QPMJDZ�GBDUPST�
BOE�DPOEJUJPOT�SFTQPOTJCMF�GPS�FYDIBOHF�SBUF�JOTUBCJMJUZ�JO�(IBOB��"MUIPVHI�UIF�SFGPSNT�XIJDI�
FWFOUVBMMZ�MFE�UP�UIF�DFEJ�CFJOH�nPBUFE�CFHBO�JO�UIF�FBSMZ�����T�UIF�DPSF�BOBMZTJT�JO�UIJT�TUVEZ�
DPWFST������������5IF�ZFBS������ JT�B�HPPE�TUBSUJOH�QPJOU�CFDBVTF� JU� JT� UIF�ZFBS� JO�XIJDI� UIF�
JOUFS�CBOL�NBSLFU�XBT�MBVODIFE�JO�UIF�mOBM�QIBTF�PG�UIF�FYDIBOHF�SBUF�MJCFSBMJ[BUJPO�QSPDFTT��*O�
BEEJUJPO� �����XBT� UIF� ZFBS�PG� USBOTJUJPO� BGUFS� ��� ZFBST�PG�NJMJUBSZ� SVMF� UP�B�OFX�EFNPDSBUJD�
EJTQFOTBUJPO�XIJDI�QSPEVDFE�GSFTI�DPNQMJDBUJPOT�GPS�FDPOPNJD�NBOBHFNFOU��

5IF�QBQFS� QSPDFFET� BGUFS� UIF� JOUSPEVDUJPO� BT� GPMMPXT�� 4FDUJPO� �� SFWJFXT� UIF�NBJO� UIFPSJFT� PG�
FYDIBOHF� SBUF� EFUFSNJOBUJPO� XIJMF� 4FDUJPO� �� USBDFT� UIF� KPVSOFZ� UPXBSET� UIF� DVSSFOU� nFYJCMF�
FYDIBOHF�SBUF�TZTUFN�JO�(IBOB��4FDUJPO���BOBMZ[FT�FYDIBOHF�SBUF�NPWFNFOUT�GSPN�����������
BOE�UIF�NBKPS�DBVTFT�BOE�JNQBDUT�PG�UIF�nVDUVBUJPOT��4FDUJPO���TVNNBSJ[FT�UIF�mOEJOHT�GSPN�UIF�
QSFWJPVT�TFDUJPO�XIJMF�DPODMVEJOH�UIPVHIUT�BOE�SFDPNNFOEBUJPOT�BSF�PGGFSFE�JO�4FDUJPO���

5IF� GBDUPST� XIJDI� EFUFSNJOF� PS� JOnVFODF� FYDIBOHF� SBUF� NPWFNFOUT� IBWF� MPOH� JOUFSFTUFE�
FDPOPNJTUT�� 5IJT� JOUFSFTU� JOUFOTJmFE� BGUFS� UIF� XPSME�T� MFBEJOH� FDPOPNJFT� MFE� CZ� UIF� 6OJUFE�
4UBUFT�CSPLF�XJUI�mYFE�FYDIBOHF� SBUFT� JO� UIF�����T�VTIFSJOH� JO� UIF�FSB�PG�nFYJCMF� 	nPBUJOH
�
FYDIBOHF�SBUFT��'MFYJCMF�FYDIBOHF�SBUFT�BSF�FYDIBOHF�SBUFT�UIBU�BSF�GSFF�UP�WBSZ�JO�SFTQPOTF�UP�
DIBOHFT� JO� UIF� SFMBUJWF�TVQQMJFT�BOE�EFNBOET�PG�DVSSFODJFT� JO� GPSFJHO�FYDIBOHF�NBSLFUT�� *O�
DPOUSBTU�mYFE�PS�QFHHFE�FYDIBOHF�SBUFT�BSF�TFU�CZ�HPWFSONFOU�mBU�BOE�DIBOHF�POMZ�XIFO�UIF�
HPWFSONFOU�XJMMT�JU��
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5P� FYQMBJO� XIBU� DBVTFT� FYDIBOHF� SBUF� DIBOHFT� VOEFS� UIF� nFYJCMF� TZTUFN� FDPOPNJTUT� IBWF�
BEWBODFE�BOE� UFTUFE�TFWFSBM�BMUFSOBUJWF� UIFPSJFT��5IFTF�FYDIBOHF� SBUF� UIFPSJFT�PS�NPEFMT�
DBO�CF�PSHBOJ[FE�VOEFS�UISFF�NBKPS�TDIPPMT�PG�UIPVHIU�	&JUFNBO�FU�BM�����
��5IF�mSTU�JT�NBEF�VQ�
PG�UIFPSJFT�UIBU�MJOL�FYDIBOHF�SBUFT�UP�B�DPVOUSZ�T�CBMBODF�PG�QBZNFOUT�USBOTBDUJPOT��5IF�TFDPOE�
JT�UIF�HSPVQ�PG�UIFPSJFT�LOPXO�BT�JOUFSOBUJPOBM�QBSJUZ�DPOEJUJPOT�BOE�UIF�UIJSE�TDIPPM�PG�UIPVHIU�
JT�UIF�BTTFU�NBSLFU�BQQSPBDI�UP�FYDIBOHF�SBUF�EFUFSNJOBUJPO��5IF�MBUUFS�DPOTJTUT�PG�UIF�NPOFUBSZ�
BOE�QPSUGPMJP�CBMBODF�FYQMBOBUJPOT�PG�FYDIBOHF�SBUFT�

5IF�CBMBODF�PG�QBZNFOUT�WJFX�PG�FYDIBOHF�SBUFT�BMTP�LOPXO�BT�UIF�USBEJUJPOBM�nPX�UIFPSZ�TBZT�
UIBU�B�DPVOUSZ�T�FYDIBOHF�SBUF�JT�EFUFSNJOFE�CZ�UIF�JOUFSBDUJPOT�CFUXFFO�UIF�TVQQMZ�BOE�EFNBOE�
GPS�GPSFJHO�FYDIBOHF�JO�JUT�FDPOPNZ�XIJDI�JO�UVSO�BSF�UIF�QSPEVDU�PG�USBOTBDUJPOT�PO�JUT�CBMBODF�
PG�QBZNFOUT��5IF�USBOTBDUJPOT�PO�B�DPVOUSZ�T�CBMBODF�PG�QBZNFOUT�BSF�EJWJEFE�JOUP�USBEF�JO�HPPET�
BOE�TFSWJDFT�	DVSSFOU�BDDPVOU�BDUJWJUJFT
�BOE�mOBODJBM�nPXT�	DBQJUBM�BDDPVOU�BDUJWJUJFT
��5IF�FRVJ-
MJCSJVN�FYDIBOHF�SBUF�JT�UIF�FYDIBOHF�SBUF�XIFO�UIF�CBMBODF�PG�QBZNFOUT�JT�JO�FRVJMJCSJVN�UIBU�
JT�XIFO�UIF�OFU�JOnPX�	PVUnPX
�PG�GPSFJHO�FYDIBOHF�BSJTJOH�GSPN�DVSSFOU�BDDPVOU�USBOTBDUJPOT�JT�
CBMBODFE�CZ�UIF�OFU�PVUnPX�	JOnPX
�SFTVMUJOH�GSPN�DBQJUBM�BDDPVOU�USBOTBDUJPOT��5IJT�JNQMJFT�UIBU�
UIF�FYDIBOHF�SBUF�DIBOHFT�XIFO�UIF�CBMBODF�PG�QBZNFOUT�JT�JO�EJTFRVJMJCSJVN�BOE�UIF�DIBOHF�
JT�OFFEFE�UP�SFTUPSF�FRVJMJCSJVN�UP�UIF�CBMBODF�PG�QBZNFOUT��

'PS� JOTUBODF� BO� JODSFBTF� JO� JNQPSUT�XIJDI�NBZ� CF� JOEVDFE�CZ� TBZ� B� SJTF� JO� EPNFTUJD� SFBM�
JODPNF� PS� EPNFTUJD� QSJDFT� MFBET� UP� IJHIFS� EFNBOE� GPS� GPSFJHO� FYDIBOHF� UIBU� DBVTFT� UIF�
FYDIBOHF�SBUF�UP�EFQSFDJBUF�JO�PSEFS�UP�SF�FTUBCMJTI�FRVJMJCSJVN�VOMFTT�UIFSF�BSF�PGGTFUUJOH�DBQJ-
UBM�JOnPXT�XIJDI�JODSFBTF�UIF�TVQQMZ�PG�GPSFJHO�FYDIBOHF�BU�UIF�TBNF�UJNF��)JHIFS�FYQPSU�QSJDFT�
PS� CFUUFS� UFSNT� PG� USBEF� 	IJHIFS� SBUJP� PG� FYQPSU� UP� JNQPSU� QSJDFT
� CPPTU� UIF� TVQQMZ� PG� GPSFJHO�
FYDIBOHF� XIJDI� BMM� UIJOHT� FRVBM� TIPVME� NBLF� UIF� DVSSFODZ� TUSPOHFS�� )JHIFS� JOUFSFTU� SBUFT�
BCSPBE�PS�MPXFS�DPOmEFODF�JO�UIF�EPNFTUJD�FDPOPNZ�BNPOH�JOWFTUPST�NBZ�BMTP�DBVTF�DBQJUBM�
nJHIU�XIJDI�XFBLFOT�UIF�IPNF�DPVOUSZ�T�FYDIBOHF�SBUF��

"DDPSEJOH�UP�XIBU�JT�LOPXO�BT�UIF�NPOFUBSJTU�WJFX�PG�UIF�CBMBODF�PG�QBZNFOUT�UIF�PSJHJO�PG�UIF�
CBMBODF�PG�QBZNFOUT�EJTFRVJMJCSJB�UIBU�DBVTF�FYDIBOHF�SBUF�NPWFNFOUT� JT�B�TIJGU� JO�EPNFTUJD�
NPOFZ�EFNBOE�PS�TVQQMZ��5IJT�MJOF�PG�BSHVNFOU�TUBUFT�UIBU�FYDFTT�NPOFZ�TVQQMZ�DSFBUFT�B�QBSBM-
MFM� FYDFTT� EFNBOE� GPS� JNQPSUT� PS� FODPVSBHFT� DBQJUBM� PVUnPXT� XIJDI� MFBE� UP� FYDIBOHF� SBUF�
EFQSFDJBUJPO��"T� JO�PUIFS�BSFBT�PG�FDPOPNJDT� UIF�NPOFUBSJTU� WJFX�TUSFTTFT� UIF� SPMF�PG�NPOFZ�
EFNBOE�BOE�TVQQMZ�JO�EFUFSNJOJOH�FYUFSOBM�CBMBODFT�BOE�DVSSFODZ�NPWFNFOUT�

"MUIPVHI�JU�JT�FNQMPZFE�BT�B�USBEJUJPOBM�UPPM�GPS�FYDIBOHF�SBUF�BOBMZTJT�UIF�CBMBODF�PG�QBZNFOUT�
WJFX�EPFT�OPU�BMXBZT�FYQMBJO�PCTFSWFE�FYDIBOHF�SBUF�NPWFNFOUT��"U�UIF�UIFPSFUJDBM�MFWFM�JU�IBT�
CFFO�DSJUJDJ[FE� GPS� GBJMJOH� UP� MJOL�CBMBODF�PG�QBZNFOUT�FRVJMJCSJVN� UP�BTTFU�NBSLFU�FRVJMJCSJVN�
TJODF�FDPOPNJTUT�CFMJFWF�UIBU�TIJGUT�CFUXFFO�EPNFTUJD�BOE�GPSFJHO�BTTFUT�JO�JOWFTUPST��QPSUGPMJPT�
BMTP�IBWF�B�HSFBU�EFBM�PG�JOnVFODF�PO�FYDIBOHF�SBUFT�	1FBSDF�����
�

  Although a division of the asset-market approach, the monetary theory of exchange rates is sometimes treated as a 
stand-alone branch of exchange rate economics. In that case, the asset-market approach only references the                     
portfolio-balance approach.
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5IF�TFDPOE�CSBODI�PG�FYDIBOHF�SBUF�UIFPSJFT�JOUFSOBUJPOBM�QBSJUZ�DPOEJUJPOT�FYQMBJOT�FYDIBOHF�
SBUF�DIBOHFT�PO�UIF�CBTJT�PG�DPVOUSJFT��SFMBUJWF�QSJDF�PS�JOUFSFTU�SBUF�MFWFMT��5IF�QVSDIBTJOH�QPXFS�
QBSJUZ�	111
�UIFPSZ�PG�FYDIBOHF�SBUFT�JT�UIF�MFBE�UIFPSZ�JO�UIJT�CSBODI��*UT�CBTJD�JEFB�JT�UIBU�UIF�
OPNJOBM�FYDIBOHF�SBUF�CFUXFFO�UXP�DPVOUSJFT��DVSSFODJFT�TIPVME�BMXBZT�FRVBM�UIF�SBUJP�PG�UIF�
HFOFSBM�QSJDF�MFWFMT�PS�JOEJDFT�PG�UIF�UXP�DPVOUSJFT��5IJT�NFBOT�UIBU�UIF�FYDIBOHF�SBUF�BEKVTUT�JO�
UIF�GBDF�PG�DIBOHFT�UP�QSJDF�MFWFMT�PS� JOnBUJPO�SBUFT�CFUXFFO�DPVOUSJFT��5IF�BEKVTUNFOU�XIJDI�
PDDVST�JT�PG�B�NBHOJUVEF�UIBU�JT�TVGmDJFOU�UP�SFTUPSF�QBSJUZ�CFUXFFO�UIF�FYDIBOHF�SBUF�BOE�SBUJP�PG�
QSJDF�MFWFMT�PS�JOEJDFT��5IF�UIFPSZ�QSFEJDUT�UIBU�JG�B�DPVOUSZ�T�JOnBUJPO�JT�IJHIFS�UIBO�JUT�USBEJOH�
QBSUOFST��UIF�EFNBOE�GPS�JUT�HPPET�TIPVME�GBMM�XIJMF�EFNBOE�GPS�GPSFJHO�HPPET�JODSFBTFT�XIJDI�
TIPVME�DBVTF�UIF�IPNF�DVSSFODZ�UP�EFQSFDJBUF�BOE�WJDF�WFSTB��4USFUDIJOH�GVSUIFS�UIF�BSHVNFOU�
UIJT�BMTP�JNQMJFT�UIBU�DPVOUSJFT�XIJDI�FYQFSJFODF�SFMBUJWFMZ�IJHI�BOE�JODSFBTJOH�JOnBUJPO�GPS�B�MPOH�
UJNF� TIPVME� FYQFDU� UP� TFF� B� DPOUJOVPVT� EFUFSJPSBUJPO� JO� UIF� GPSFJHO� FYDIBOHF� WBMVF� PG� UIFJS�
currencies. 

8IJMF� JOUVJUJWFMZ� BQQFBMJOH� UIF� QSPCMFN�XJUI� UIF� QVSDIBTJOH�QPXFS� QBSJUZ� UIFPSZ� JT� UIBU�NPTU�
FYDIBOHF�SBUF�TIJGUT�FTQFDJBMMZ�JO�UIF�TIPSU�SVO�EP�OPU�DPOGPSN�UP�JUT�EJDUBUFT��*O�GBDU�JU�JT�OPX�
NPSF�PS�MFTT�BHSFFE�BNPOH�FDPOPNJTUT�UIBU�111�FWFO�JG�JU�XPSLT�BU�BMM�JT�NPSF�PG�B�MPOH�SVO�UIBO�
TIPSU�SVO�QIFOPNFOPO�	*TBSE�������3PHPGG�����
��"NPOH�UIF�UIFPSZ�T�EFNFSJUT�JT�UIF�FNCFE-

EFE�BTTVNQUJPO�UIBU�POMZ�USBEF�JO�HPPET�BOE�TFSWJDFT�BOE�UIFJS�SFMBUJWF�QSJDFT�BDSPTT�CPSEFST�
EFUFSNJOF�FYDIBOHF�SBUFT�JHOPSJOH�mOBODJBM�FYDIBOHFT�	DBQJUBM�nPXT
�CFUXFFO�DPVOUSJFT�UIBU�
BMTP�BGGFDU�UIFJS�FYDIBOHF�SBUFT��/FWFSUIFMFTT�UIF�UIFPSZ�XIJDI�IBT�CFFO�GPVOE�UP�IPME�CFUUFS�GPS�
DPVOUSJFT�XJUI�SFMBUJWFMZ�IJHI�SBUFT�PG�JOnBUJPO�BOE�VOEFSEFWFMPQFE�DBQJUBM�NBSLFUT�	&JUFNBO�FU�BM�
����
�JT�XJEFMZ�SFMJFE�VQPO�CZ�NBOZ�FDPOPNJTUT�UP�FYQMBJO�FYDIBOHF�SBUF�CFIBWJPS��*U�JT�BMTP�B�
CBTFMJOF�GPS�PUIFS�FYDIBOHF�SBUF�UIFPSJFT�

5IF�JOUFSFTU�SBUF�QBSJUZ�UIFPSZ�PG�FYDIBOHF�SBUFT�CVJMET�PO�UIF�JEFB�UIBU�EJGGFSFOUJBM�JOUFSFTU�SBUFT�
CFUXFFO�DPVOUSJFT�BTTVNJOH�OP�DBQJUBM�nPX�SFTUSJDUJPOT�XPVME�HFOFSBMMZ�JOnVFODF�UIF�EJSFDUJPO�
PG�DBQJUBM�nPXT�CFUXFFO�UIF�DPVOUSJFT��5IF�CBTJT�PG�UIF�UIFPSZ�XIJDI�BMTP�FTUBCMJTIFT�JUT�FRVJMJCSJ-
VN�DPOEJUJPO�JT�UIBU�JG�JOWFTUPST�TFF�GPSFJHO�BOE�EPNFTUJD�mOBODJBM�BTTFUT�BT�QFSGFDU�TVCTUJUVUFT�
UIFO�UIFZ�XPVME�CF�JOEJGGFSFOU�BCPVU�XIFSF�UP�JOWFTU�QSPWJEFE�UIF�FYQFDUFE�SFUVSOT�BGUFS�BDDPVOU-
JOH�GPS�FYDIBOHF�SBUF�DIBOHFT�BSF�FRVBM�GPS�CPUI�GPSFJHO�BOE�EPNFTUJD�BTTFUT���5IVT�BDDPSEJOH�
UP�UIF�UIFPSZ�JG�UIF�SBUF�PG�JOUFSFTU�JT�IJHIFS�PS�SJTFT�	MPXFS�PS�GBMMT
�JO�POF�DPVOUSZ�XIJDI�NBLFT�
EPNFTUJD�DVSSFODZ�BTTFUT�NPSF�	MFTT
�BUUSBDUJWF�UP�JOWFTUPST�SFMBUJWF�UP�GPSFJHO�DVSSFODZ�BTTFUT�
UIF�FYDIBOHF�SBUF�PG�UIF�IPNF�DPVOUSZ�TIPVME�CF�FYQFDUFE�UP�EFQSFDJBUF�	BQQSFDJBUF
�JO�FRVBM�
BNPVOU�UP�UIF�JOUFSFTU�SBUF�EJGGFSFOUJBM�JO�PSEFS�UP�FRVBMJ[F�UIF�SFMBUJWF�mOBM�SFUVSOT�PO�EPNFTUJD�
BOE�GPSFJHO�BTTFUT��1VU�TJNQMZ�JOUFSFTU�EJGGFSFOUJBMT�EFUFSNJOF�FYDIBOHF�SBUF�DIBOHFT��5IF�UIFP-

SZ�T�NBKPS�MJNJUBUJPO�JT�UIBU�JU�FYDMVEFT�UIF�FGGFDUT�PG�DVSSFOU�BDDPVOU�USBOTBDUJPOT�PO�FYDIBOHF�
SBUFT�KVTU� BT�111�BMTP� JHOPSFT�DBQJUBM� nPXT�CFUXFFO�DPVOUSJFT�BOE� UIFSFGPSF�DBOOPU� � BEF-

RVBUFMZ�FYQMBJO�NPWFNFOUT�JO�FYDIBOHF�SBUFT�

*O�UIF�BTTFU�NBSLFU�BQQSPBDI�UP�FYDIBOHF�SBUF�EFUFSNJOBUJPO�UIF�SFMBUJWF�QSJDF�PG�UXP�DVSSFODJFT�
JT�FYQMBJOFE�VTJOH�B�NPOFUBSZ�NPEFM�UIBU�CBTJDBMMZ�TBZT�FYDIBOHF�SBUFT�BSF�B�NPOFUBSZ�QIFOPN-

FOPO��PS�BO�FYUFOEFE�WFSTJPO�	UIF�QPSUGPMJP�CBMBODF�NPEFM
�UIBU�TBZT�DIBOHFT�JO�UIF�QSPQPSUJPOT�

Occasional Paper No. 20 Institute for Fiscal Studies

 The monetary model has several variants. See Frenkel (1976), Dornbusch (1976) and Frankel (1979) for three of such which 
were developed in the 1970s.

3

 This assumes, in addition to unfettered capital flows between countries, that there are no transaction costs and political risks    
to investment.
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PG� JOWFTUPST��XFBMUI�IFME� JO�NPOFZ�BOE�PUIFS�mOBODJBM�BTTFUT�EFUFSNJOF�FYDIBOHF� SBUFT� 	BOE�
JOUFSFTU�SBUFT�UPP
��5IF�NPOFUBSZ�NPEFM�T�NBJO�DPODMVTJPO�JT�UIBU�IJHIFS�	MPXFS
�TVQQMZ�PG�EPNFT-

UJD�NPOFZ�SFMBUJWF�UP� GPSFJHO�NPOFZ�DBVTFT�UIF�EPNFTUJD�DVSSFODZ�UP�EFQSFDJBUF�	BQQSFDJBUF
��
5IJT�JT�CFDBVTF�IJHIFS�EPNFTUJD�NPOFZ�TVQQMZ�SBJTFT�EPNFTUJD�QSJDFT�XIJDI�UISPVHI�QVSDIBT-

JOH�QPXFS�QBSJUZ�ESJWFT�EPXO� UIF�FYDIBOHF�SBUF�� �5IF�NPEFM�BMTP�BTTFSUT� UIBU�EPNFTUJD�BOE�
GPSFJHO� SFBM� JODPNFT� BOE� JOUFSFTU� SBUFT� BGGFDU� FYDIBOHF� SBUFT�� "O� JODSFBTF� JO� EPNFTUJD� SFBM�
JODPNF� MFBET� UP� FYDIBOHF� SBUF� BQQSFDJBUJPO� TJODF� JU� DBVTFT� FYDFTT�NPOFZ� EFNBOE� XIJDI�
SFEVDFT�QSJDFT� JO� UIF� GBDF�PG�B�mYFE�NPOFZ�TVQQMZ�BOE�DBMMT� GPS�B�TUSPOHFS�FYDIBOHF�SBUF� UP�
SFTUPSF�QVSDIBTJOH�QPXFS�QBSJUZ��"�SJTF�JO�EPNFTUJD�JOUFSFTU�SBUFT�QSPEVDFT�UIF�PQQPTJUF�FGGFDU�CZ�
MPXFSJOH�NPOFZ� EFNBOE� JODSFBTJOH� QSJDFT� BOE� XFBLFOJOH� UIF� FYDIBOHF� SBUF�� $IBOHFT� JO�
GPSFJHO�WBSJBCMFT�IBWF�TZNNFUSJD�FGGFDUT��5IF�NPOFUBSZ�NPEFM�JT�UIPVHIU�UP�CF�NPSF�TVJUFE�UP�
IJHIMZ� JOnBUJPOBSZ�FDPOPNJFT�	.VTTB�����
�CVU� JUT�BTTVNQUJPO�PG�QVSDIBTJOH�QPXFS�QBSJUZ� JT�
TFFO�BT�B�NBKPS�nBX�HJWFO�111�T�GBJMVSF�UP�IPME�JO�NPTU�JOTUBODFT��

"O�FYUFOTJPO�UP�UIF�NPOFUBSZ�NPEFM�JT�UIF�QPSUGPMJP�CBMBODF�NPEFM�XIJDI�IPMET�UIBU�CFTJEFT�UIF�
EFNBOE�BOE�TVQQMZ�PG�NPOFZ�DIBOHFT�JO�JOEJWJEVBMT��IPMEJOHT�PG�mOBODJBM�BTTFUT�SFQSFTFOUFE�
CZ�EPNFTUJD�BOE�GPSFJHO�CPOET�BMTP�JOnVFODF�UIF�FYDIBOHF�SBUF��"DDPSEJOH�UP�UIF�NPEFM�BOE�
XPSLJOH�XJUI� UIF� BTTVNQUJPO� UIBU� JOWFTUPST�� QPSUGPMJPT� DPOTJTU� PG�NPOFZ�EPNFTUJD�CPOET�BOE�
GPSFJHO�CPOET�POMZ�BO�JODSFBTF�JO�UIF�EPNFTUJD�NPOFUBSZ�CBTF�	UISPVHI�TBZ�NPOFUBSZ�mOBODJOH�
PG�UIF�HPWFSONFOU�EFmDJU
�JODSFBTFT�UIF�XFBMUI�PG�EPNFTUJD�JOWFTUPST�XIP�XPVME�XBOU�UP�TQSFBE�
UIF�OFX�XFBMUI�XJUIJO�UIFJS�QPSUGPMJPT�CZ�EFNBOEJOH�NPSF�EPNFTUJD�BOE�GPSFJHO�CPOET��5IJT�QVUT�
EPXOXBSE�QSFTTVSF�PO�EPNFTUJD�JOUFSFTU�SBUFT�BOE�VQXBSE�QSFTTVSF�PO�UIF�EFNBOE�GPS�GPSFJHO�
DVSSFODZ�SFRVJSFE�UP�QVSDIBTF�GPSFJHO�CPOET�USJHHFSJOH�B�EFQSFDJBUJPO�PG�UIF�FYDIBOHF�SBUF��*O�
UIJT�NPEFM�B�DVSSFOU�BDDPVOU�TVSQMVT�TVHHFTUT�B�SJTF�JO�OFU�EPNFTUJD�IPMEJOHT�PG�GPSFJHO�CPOET�
XIJDI� JODSFBTFT� UIF� XFBMUI� PG� EPNFTUJD� JOWFTUPST�� 5P� BUUBJO� B� OFX� QPSUGPMJP� FRVJMJCSJVN�
JOEJWJEVBMT�SFEJTUSJCVUF�UIFJS�BEEJUJPOBM�XFBMUI�CZ�EFNBOEJOH�NPSF�EPNFTUJD�BTTFUT��5IJT�MFBET�UP�
BO�BQQSFDJBUJPO�PG� UIF�EPNFTUJD�DVSSFODZ�BOE�B� GBMM� JO�EPNFTUJD� JOUFSFTU� SBUFT��"O� JODSFBTF� JO�
EPNFTUJD�HPWFSONFOU�CPOET� 	UISPVHI� TBZ�CPOE�mOBODJOH�PG� UIF�HPWFSONFOU�EFmDJU
� IBT�BO�
BNCJHVPVT�JNQBDU�PO�UIF�FYDIBOHF�SBUF�IPXFWFS��0O�UIF�POF�IBOE�UIF�JODSFBTF�JO�JOWFTUPST��
XFBMUI�MFBET�UP�IJHIFS�EFNBOE�GPS�GPSFJHO�BTTFUT�SFTVMUJOH�JO�BO�FYDIBOHF�SBUF�EFQSFDJBUJPO��0O�
UIF�PUIFS�IBOE�JOUFSFTU�SBUFT�SJTF�EVF�UP�UIF�JODSFBTFE�EPNFTUJD�EFCU�JTTVBODF�NBLJOH�GPSFJHO�
CPOET� MFTT� BUUSBDUJWF� BOE� HFOFSBUJOH� BO� FYDIBOHF� SBUF� BQQSFDJBUJPO�� *G� UIF� GPSNFS� FGGFDU� JT�
HSFBUFS�UIBO�UIF�MBUUFS�B�OFU�EFQSFDJBUJPO�PG�UIF�FYDIBOHF�SBUF�SFTVMUT��

5IF�QPSUGPMJP�CBMBODF�NPEFM�DPNCJOFT�BTQFDUT�PG�CPUI�UIF�nPX�NPEFM�BOE�UIF�NPOFUBSZ�NPEFM�
JO�FYDIBOHF�SBUF�EFUFSNJOBUJPO��*U�DPOTFRVFOUMZ�FOBCMFT�DPVOUSJFT��DVSSFOU�BDDPVOU�JNCBMBODFT�
BOE� SFMBUJWF� NPOFUBSZ� HSPXUI� SBUFT� UP� BGGFDU� UIFJS� FYDIBOHF� SBUFT� XJUIJO� B� TJOHMF� UIFPSFUJDBM�
GSBNFXPSL��5IF�SFTFSWBUJPOT�FYQSFTTFE�BCPVU�UIF�NPEFM�IPXFWFS�JODMVEF�UIF�GBDU�UIBU�JU�JHOPSFT�
UIF�VOEFSMZJOH�EFUFSNJOBOUT�PG�USBEF�BOE�UIF�SPMF�PG�QVSDIBTJOH�QPXFS�QBSJUZ�	1FBSDF�����
�

"� DPSPMMBSZ� UP� UIF� BTTFU� BQQSPBDI� 	NPOFUBSZ� BOE� QPSUGPMJP�CBMBODF� WJFXT
� UP� FYDIBOHF� SBUF�
EFUFSNJOBUJPO� JT� UIF�DSJUJDBM� SPMF�PG�FYQFDUBUJPOT�BCPVU� SFMFWBOU� GVUVSF�WBSJBCMFT�BOE� GBDUPST� JO�
EFUFSNJOJOH�DVSSFOU�FYDIBOHF�SBUFT��"T�XJUI� UIF�EFNBOE�GPS�BOZ�PUIFS�BTTFU� UIF�EFNBOE�GPS�
EPNFTUJD�BOE�GPSFJHO�NPOFZ�	DVSSFODZ
�EFQFOET�PO�UIFJS�FYQFDUFE�SFUVSOT��*U�JT�UIVT�OBUVSBM�UP�
FYQFDU�UIBU�DVSSFOU�FYDIBOHF�SBUFT�TPNFIPX�SFnFDU�PS�BSF�JOnVFODFE�CZ�QFPQMF�T�FYQFDUBUJPOT�
SFHBSEJOH�GVUVSF�WBSJBCMFT�QPMJDJFT�PS�FWFOUT�UIBU�BGGFDU�UIF�SFMBUJWF�SFXBSET�GPS�IPMEJOH�UIJT�PS�
UIBU�DVSSFODZ�	'SFOLFM�����
��8IBU�UIJT�NFBOT�JT�UIBU�FYQFDUBUJPOT�BCPVU�GVUVSF�NPOFZ�TVQQMZ�

cal StudiesInstitute for Fiscal Studies Occasional Paper No. 20

9

�

The monetary model works on the assumption that purchasing power parity prevails.4

�



#FGPSF�UIF�MBVODI�PG�MJCFSBM�FDPOPNJD�SFGPSNT�JO������(IBOB�IBE�PQFSBUFE�B�mYFE�FYDIBOHF�
SBUF�TZTUFN�QVODUVBUFE�CZ�JOUFSNJUUFOU�EFWBMVBUJPOT�UP�CSJOH�UIF�FYDIBOHF�SBUF�TPNFXIBU�JOUP�
MJOF�XJUI�FDPOPNJD�GVOEBNFOUBMT��5IF�DVSSFODZ�JO�VTF�CFGPSF�JOEFQFOEFODF�LOPXO�BT�UIF�#SJUJTI�
8FTU�"GSJDBO�QPVOE�IBE�DJSDVMBUFE�BU�FRVBM�WBMVF�UP�UIF�#SJUJTI�QPVOE�TUFSMJOH�JO�UIF�(PME�$PBTU�
BOE�PUIFS�#SJUJTI�8FTU�"GSJDBO�DPMPOJFT�TJODF� JUT� JOUSPEVDUJPO� JO������� �"GUFS� JOEFQFOEFODF� JO�
�����(IBOB�FTUBCMJTIFE�B�DFOUSBM�CBOL�UIF�#BOL�PG�(IBOB�BOE�B�ZFBS�MBUFS�JOUSPEVDFE�JUT�PXO�
DVSSFODZ�UIF�(IBOB�QPVOE�XIJDI�SFQMBDFE�UIF�DPMPOJBM�DVSSFODZ��5IF�(IBOB�QPVOE�FYDIBOHFE�
BU�QBS�XJUI�JUT�QSFEFDFTTPS�UIVT�NBJOUBJOJOH�UIF�QBSJUZ�CFUXFFO�UIF�TUFSMJOH�BOE�MPDBM�DVSSFODZ��

5IF� TVTUBJOBCJMJUZ� PG� UIF� QBSJUZ� SFRVJSFE� XFMM�TVJUFE� EPNFTUJD� NBDSPFDPOPNJD� QPMJDJFT� JO�
QBSUJDVMBS� UIF� FYFSDJTF� PG� mTDBM� BOE� NPOFUBSZ� EJTDJQMJOF� CZ� UIF� HPWFSONFOU�� 4JODF� UIJT� XBT�
HFOFSBMMZ�MBDLJOH�JO�UIF�����T�UIF�QBSJUZ�CFDBNF�JODSFBTJOHMZ�VOUFOBCMF��*O������UIF�DPVOUSZ�
JOUSPEVDFE�B�OFX�DVSSFODZ�UIF�DFEJ�XIJDI�XBT�OPU�mYFE�BU�QBSJUZ�UP�UIF�TUFSMJOH�CVU�BU�B�OFX�SBUF�
PG� ���� DFEJT� QFS� QPVOE�� � %VSJOH� UIJT� UJNF� UIF� DPVOUSZ�T� FYUFSOBM� QBZNFOUT� QPTJUJPO� XBT�
EFUFSJPSBUJOH� CFDBVTF� PG� GBMMJOH� XPSME� QSJDFT� PG� DPDPB� UIF� NBJOTUBZ� PG� CPUI� FYUFSOBM� BOE�
EPNFTUJD�SFWFOVFT��*O�SFTQPOTF�UIF�HPWFSONFOU�SBUIFS�UIBO�MFU�UIF�FYDIBOHF�SBUF�CF�BEKVTUFE�
UP�BCTPSC�TPNF�PG�UIF�FYUFSOBM�TIPDL�FOBDUFE�GPSFJHO�FYDIBOHF�DPOUSPMT�XJUI�UIF�WJFX�UP�FBTJOH�
UIF� QSFTTVSF� PO� UIF� FYUFSOBM� BDDPVOUT��8JUI� JOnBUJPO� SJTJOH� BOE� UIF� FYDIBOHF� SBUF� mYFE� UIF�
DVSSFODZ� CFDBNF� PWFSWBMVFE� NBLJOH� JNQPSUT� DIFBQFS� SFMBUJWF� UP� EPNFTUJD� HPPET� BOE�
EFFQFOJOH�UIF�FYUFSOBM�QBZNFOUT�QSPCMFN��*O������B�iOFX�DFEJw�DBNF�JOUP�DJSDVMBUJPO�BOE�XBT�
TIPSUMZ� BGUFS� EFWBMVFE� CZ� ���� BHBJOTU� UIF� EPMMBS�� � "� TFDPOE� EFWBMVBUJPO� XBT� DBSSJFE� PVU� JO�
%FDFNCFS� ����� CZ� BT� NVDI� BT� ���� BHBJOTU� UIF� EPMMBS�� 5IJT� XBT� MBUFS� PO� VOEPOF� QBSUJBMMZ�
UISPVHI�B�����SFWBMVBUJPO�JO��������������
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JOUFSFTU� SBUFT� SFBM� JODPNF� BOE� PUIFS� SFMFWBOU� WBSJBCMFT� UPHFUIFS� XJUI� UIF� QPMJDJFT� XIJDI�
EFUFSNJOF� UIFN� BSF� JNQPSUBOU� EFUFSNJOBOUT� PG� TIPSU�SVO� FYDIBOHF� SBUFT�� 4P� JG� EPNFTUJD�
NPOFUBSZ�FYQBOTJPO� JT� BOUJDJQBUFE�XIJDI�XJMM� TUJS� VQ� JOnBUJPO�BOE�EBNQFO� UIF� SFBM� SFUVSO�PO�
EPNFTUJD�NPOFZ�UIF�DVSSFOU�FYDIBOHF�SBUF�DPVME�EFQSFDJBUF�CFDBVTF�JOEJWJEVBMT�SFEVDF�UIFJS�
NPOFZ�EFNBOE�XIJDI�JODSFBTFT�QSJDFT��"�QSPEVDU�PG�JOEJWJEVBMT�BDUJOH�PO�UIFJS�FYQFDUBUJPOT�JT�
UIF�QIFOPNFOPO�PG�TQFDVMBUJPO�XIFSFCZ�QFPQMF�CVZ�BOE�TFMM�GPSFJHO�FYDIBOHF�JO�BOUJDJQBUJPO�
PG� GVUVSF�QSPmU�XIJDI�BDUJWJUZ�DBO�NPWF�DVSSFOU�FYDIBOHF�SBUFT� SFHBSEMFTT�PG� UIF�TUBUF�PG� UIF�
GVOEBNFOUBM�EFUFSNJOBOU�GBDUPST�EJTDVTTFE�JO�UIF�BCPWF�UIFPSJFT�

/POF�PG�UIF�UIFPSJFT�QSFTFOUFE�IFSF�HJWFT�BO�BEFRVBUF�FYQMBOBUJPO�PG�BMM�PCTFSWFE�DIBOHFT�JO�
FYDIBOHF�SBUFT��*OEFFE�TPNF�PG�UIF�UIFPSJFT�DPOUSBEJDU�FBDI�PUIFS�JO�IPX�UIFZ�FYQFDU�FYDIBOHF�
SBUFT� UP� SFTQPOE� UP� DFSUBJO� GBDUPST�� /POFUIFMFTT� FBDI�NBZ� CF�NPSF� SFMFWBOU� UIBO� PUIFST� JO�
TIFEEJOH�MJHIU�PO�QBSUJDVMBS�FQJTPEFT�PG�FYDIBOHF�SBUF�DIBOHFT��5IF�UIFPSJFT�IBWF�BMTP�IFMQFE�
UP�FTUBCMJTI�DFSUBJO�FNQJSJDBM�GBDUT�BCPVU�FYDIBOHF�SBUF�CFIBWJPS�JO�TQFDJmD�DPOUFYUT�XIJDI�JT�
VTFGVM�CFDBVTF�JU�IFMQT�SFTFBSDIFST�UP�OBSSPX�UIFJS�GPDVT�UP�B�QBSUJDVMBS�UIFPSZ�PS�UIFPSJFT�XIFO�
UIFZ�XBOU�UP�BDDPVOU�GPS�DIBOHFT�JO�FYDIBOHF�SBUFT�JO�DFSUBJO�TQFDJmD�QFSJPET�PS�FOWJSPONFOUT�
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3.1 The Era of Fixed Exchange Rates before 1983

Gold Coast is the colonial name of Ghana; the other colonies were Nigeria, Sierra Leone, The Gambia, British Togo and 
British Cameroon. 

7

One cedi also exchanged for 1.1660 United States dollars (Jebuni, Sowa and Tutu, 1991)8

One of these empirical facts is that highly inflationary economies tend to experience depreciation of their currencies.6

An example is the response of exchange rates to changes in real income in the flow and monetary theories.5

�

6

�

�

�

���+LVWRU\�RI�*KDQD·V�([FKDQJH�5DWH�5HJLPH

Exchange rate devaluation, revaluation, depreciation and appreciation are measured in this paper in foreign currency terms; 
that is, the percentage change in the amount of foreign currency (the dollar) per unit of the local currency.

9



5IF�mYFE�FYDIBOHF�SBUF�QPMJDZ�SFNBJOFE�JO�QMBDF�UISPVHIPVU�UIF�����T�EFTQJUF�JUT�JODPOTJTUFODZ�
XJUI�EPNFTUJD�NBDSPFDPOPNJD�QPMJDJFT�BOE�UIF�TIJGU�JO�UIF�NBKPS�BEWBODFE�DPVOUSJFT�UP�B�TZTUFN�
PG�nPBUJOH�FYDIBOHF�SBUFT�	)BSSJHBO�BOE�0EVSP�����
��"GUFS�B�TJOHMF�EFWBMVBUJPO�JO������UIF�
FYDIBOHF�SBUF�XBT�OPU�BEKVTUFE�BHBJO�VOUJM������� �.FBOXIJMF� UIF�mYFE�FYDIBOHF�SBUF�QPMJDZ�
TQBXOFE�B�OVNCFS�PG�BEWFSTF�DPOTFRVFODFT��OPU�POMZ�EJE�UIF�PGmDJBM�SBUF�CFDPNF�TVCTUBOUJBMMZ�
PWFSWBMVFE� BO� BDUJWF� QBSBMMFM� NBSLFU� GPS� GPSFJHO� FYDIBOHF� nPVSJTIFE� BNJE� SBUJPOJOH� BOE�
DPOUSPMT��5IF�FDPOPNJD�FGGFDUT�XFSF�EFWBTUBUJOH�XJUI�B�DPMMBQTF�JO�JOWFTUNFOU�BOE�(%1�GSPN�
����������B�QFSJPE�XIJDI�IBT�CFFO�EFTDSJCFE�BT�UIF�i%BSL�:FBSTw�PG�UIF�(IBOBJBO�FDPOPNZ�
	,JMMJDL�����
�

*O� MJOF� XJUI� UIF� QBSBEJHN� TIJGU� JO� FDPOPNJD� NBOBHFNFOU� JO� ����� VOEFS� UIF� CBOOFS� PG� UIF�
&DPOPNJD�3FDPWFSZ�1SPHSBN�	&31
�(IBOB�T�FYDIBOHF�SBUF�VOEFSXFOU�QSPHSFTTJWF�MJCFSBMJ[BUJPO�
UP�mSTU�PG�BMM�DPSSFDU�JUT�IFGUZ�PWFSWBMVBUJPO�BOE�UIFO�BMMPX�JUT�WBMVF�UP�CF�EFUFSNJOFE�CZ�NBSLFU�
GPSDFT��0UIFS�PCKFDUJWFT�PG�UIF�MJCFSBMJ[BUJPO�XFSF�UP�BDIJFWF�B�DPOWFSHFODF�PG�PGmDJBM�BOE�QBSBMMFM�
	CMBDL�NBSLFU
�FYDIBOHF�SBUFT�BOE�FWFOUVBMMZ�BCTPSC�UIF�QBSBMMFM�NBSLFU�JOUP�UIF�MFHBM�NBSLFU��

5IF�MJCFSBMJ[BUJPO�XBT�JNQMFNFOUFE�JO�UISFF�QIBTFT�	"TVNJOH���#SFNQPOH����
��5IF�mSTU�QIBTF�
JOWPMWFE�B�TFSJFT�PG�EFWBMVBUJPOT�CFUXFFO������BOE������XIJDI�IBE�UIF�DVNVMBUJWF�FGGFDU�PG�
SFEVDJOH�UIF�DFEJ�T�WBMVF�BHBJOTU�UIF�EPMMBS�CZ�����GSPN������DFEJT�QFS�EPMMBS�UP����DFEJT�QFS�
EPMMBS�� 5IF�EFWBMVBUJPOT�XFSF�NFBOU� UP� SFBMJHO� UIF�FYDIBOHF� SBUF� UP�B�NPSF�BQQSPQSJBUF�BOE�
DPNQFUJUJWF�MFWFM�BOE�MJNJU�UIF�TJ[F�PG�UIF�QBSBMMFM�NBSLFU�QSFNJVN�
 

*O�UIF�TFDPOE�QIBTF�XIJDI�CFHBO�JO�4FQUFNCFS������B�GPSFJHO�FYDIBOHF�SFUBJM�BVDUJPO�NBSLFU�
XBT�DSFBUFE�BOE�UIF�DPVOUSZ�TUBSUFE�UP�PQFSBUF�B�EVBM�FYDIBOHF�SBUF�TZTUFN�XIFSFCZ�UIF�PGmDJBM�
mYFE� SBUF�BQQMJFE� UP�DFSUBJO� USBOTBDUJPOT�BOE� UIF�XFFLMZ�BVDUJPO� SBUF� UP�PUIFST��&WFOUVBMMZ� JO�
'FCSVBSZ� ����� UIF� PGmDJBM� BOE� BVDUJPO� SBUFT� XFSF� NFSHFE� BOE� UIF� MBUUFS� XBT� VTFE� GPS� BMM�
transactions. 

5IF�UIJSE�QIBTF�UPPL�PGG�JO�'FCSVBSZ������BOE�TBX�UIF�MFHBMJ[BUJPO�PG�UIF�QBSBMMFM�NBSLFU�UISPVHI�
UIF�MJDFOTJOH�PG�QSJWBUF�GPSFJHO�FYDIBOHF�CVSFBVY��5IF�NBJO�QVSQPTF�PG�UIF�CVSFBVY�XBT�UP�NBLF�
JU� FBTJFS� GPS� QFPQMF� UP�CVZ� BOE� TFMM� TNBMM� RVBOUJUJFT� PG� GPSFJHO� FYDIBOHF� UIFSFCZ� GPSNBMJ[JOH�
USBOTBDUJPOT�XIJDI�PUIFSXJTF�XPVME�IBWF�UBLFO�QMBDF�JO�UIF�QBSBMMFM�NBSLFU��"�TFDPOE�HPBM�XBT�
UP�VOJGZ�UIF�QBSBMMFM�BOE�BVDUJPO�SBUFT�	)BSSJHBO�BOE�0EVSP�����
��5IF�FYJTUFODF�PG�UIF�CVSFBVY�
BOE� UIF� XFFLMZ� BVDUJPO� NBSLFU� FGGFDUJWFMZ� DSFBUFE� UXP� TQPU� GPSFJHO� FYDIBOHF� NBSLFUT���������
	.BFIMF�FU�BM�����
��

*O�"QSJM������UIF�SFUBJM�BVDUJPO�NBSLFU�XBT�SFQMBDFE�CZ�B�XIPMFTBMF�BVDUJPO�TZTUFN�XIJDI�IBE�
UIF�QBSUJDJQBUJPO�PG�UIF�CVSFBVY��5IJT�IFMQFE�UP�WJSUVBMMZ�VOJGZ�UIF�UXP�TQPU�NBSLFU�SBUFT��5IFO�JO�
.BSDI������BO�JOUFSCBOL�NBSLFU�XIFSF�UIF�#BOL�PG�(IBOB�BOE�CBOLT�USBEFE�GPSFJHO�FYDIBOHF�
BNPOH�FBDI�PUIFS�XBT�GPSNFE�BOE�UIF�BVDUJPOT�XFSF�EJTDPOUJOVFE��5IF�JOUFSCBOL�NBSLFU�XIFSF�
UIF�GPSDFT�PG�EFNBOE�BOE�TVQQMZ�BSF�BU�QMBZ�IBT�TJODF�UIBU�UJNF�CFFO�UIF�NBJO�GPSFJHO�FYDIBOHF�
NBSLFU�JO�(IBOB�
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3.2 The Transition to a Flexible Exchange Rate Regime, 1983-1992

The context for the devaluation was a short-lived experiment with a flexible exchange rate system from June to August 1978.10



5IJT� TFDUJPO� SFWJFXT� USFOET� JO� UIF�FYDIBOHF� SBUF�CFUXFFO������BOE������BOE�FYBNJOFT� UIF�
DBVTFT�JO�UFSNT�PG�UIF�VOEFSMZJOH�QPMJDZ�GBDUPST�BOE�FYUFSOBM�DPOEJUJPOT��*O�QBSUJDVMBS�XF�GPDVT�
PO� UIF� TUBODF� PG� mTDBM� BOE� NPOFUBSZ� QPMJDJFT� BT� XFMM� BT� EFWFMPQNFOUT� JO� UIF� CBMBODF� PG�
QBZNFOUT�BMM�PG�XIJDI�PVS�UIFPSFUJDBM�SFWJFX�TIPXFE�IBWF�FJUIFS�EJSFDU�PS� JOEJSFDU�FGGFDUT�PO�
FYDIBOHF�SBUFT��5P�CFHJO�XJUI� JO�TVC�TFDUJPO�����XF�VTF�TJNQMF�HSBQIJDBM�USFOE�BOBMZTFT�UP�
EFNPOTUSBUF�UIF�DFEJ�T�QSFQPOEFSBOU�GFBUVSF�PG�JOTUBCJMJUZ�EVSJOH�UIF�TUVEZ�QFSJPE��*O�TVC�TFDUJPO�
����XF�CSFBL�UIF�TUVEZ�QFSJPE�JOUP�TVC�QFSJPET�BOE�BOBMZ[F�FYDIBOHF�SBUF�USFOET�XJUIJO�UIFN��
5IF�TVC�QFSJPET�IBWF�CFFO�EFUFSNJOFE�UP�FOBCMF�UXP�LJOET�PG�FYBNJOBUJPO��	J
�UP�JTPMBUF�QFSJPET�
PG�FYDIBOHF� SBUF� JOTUBCJMJUZ�BOE�FYBNJOF� UIF�VOEFSMZJOH�DBVTFT�BOE� 	JJ
� UP� JTPMBUF�QFSJPET�PG�
SFMBUJWF�TUBCJMJUZ�BOE�FYBNJOF�UIF�VOEFSMZJOH�DBVTFT��

*U�JT�JNQPSUBOU�UP�OPUF�BU�UIF�PVUTFU�UIBU�BCTPMVUF�FYDIBOHF�SBUF�TUBCJMJUZ�JT�QSBDUJDBMMZ�PVU�PG�UIF�
RVFTUJPO�JO�B�nFYJCMF�DVSSFODZ�SFHJNF�TVDI�BT�(IBOB�T��)FODF�UIF�DPODFQU�PG�TUBCJMJUZ�PG�UIF�DFEJ�
JT�NFBOJOHGVM�JO�B�SFMBUJWF�TFOTF��5IJT�NFBOT�XF�DBO�EFTDSJCF�UIF�DFEJ�FYDIBOHF�SBUF�BT�CFJOH�
TUBCMF�XJUIJO�B�HJWFO�QFSJPE� JG� JU�FYIJCJUT�B�WFSZ� MPX�SBUF�PG�DIBOHF� JO� UIF�QFSJPE�PS�BT�CFJOH�
VOTUBCMF�JG�JU�FYIJCJUT�B�IJHI�SBUF�PG�DIBOHF�JO�UIF�QFSJPE��5IF�DMPTFS�UIF�SBUF�PG�DIBOHF�UP�[FSP�
UIF�NPSF�TUBCMF�UIF�FYDIBOHF�SBUF�DBO�CF�TBJE�UP�CF��

(JWFO�UIJT�QSFBNCMF�XF�OPX�BTTFTT�UIF�FYUFOU�UP�XIJDI�UIF�FYDIBOHF�SBUF�IBT�CFFO�TUBCMF�PS�
VOTUBCMF� EVSJOH� UIF� TUVEZ� QFSJPE�� 'JHVSF� �� QMPUT� UIF� EPMMBST�QFS�DFEJ� BOE� DFEJT�QFS�EPMMBS�
FYDIBOHF� SBUFT� CFUXFFO� ����� BOE� ������#PUI� DVSWFT� UFMM� UIF� TBNF� TUPSZ�� UIFSF� IBT� CFFO� B�
QFSTJTUFOU�MPOH�UFSN�EFQSFDJBUJPO�PG�UIF�DFEJ�BHBJOTU�UIF�EPMMBS�PWFS�UIF�QFSJPE�BT�UIF�FYDIBOHF�
SBUF�JODSFBTFE�GSPN�()������QFS�EPMMBS�UP�()�������QFS�EPMMBS�JO�UIF�QFSJPE�PS�FRVJWBMFOUMZ�
UIF� DFEJ� MPTU� WBMVF� GSPN� 64��������� QFS� DFEJ� UP� 64�������� QFS� DFEJ�� 5IJT� HJWFT� B� ������
EFQSFDJBUJPO�PG�UIF�DFEJ�CFUXFFO������BOE�������
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4. Exchange Rate Trends in Ghana and Underlying Factors

4.1 How Stable or Unstable Has the Exchange Rate Been?

Source: Bank of Ghana data 
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'JHVSF���JMMVTUSBUFT�UIF�ZFBS�PO�ZFBS�SBUF�PG�DIBOHF�PG�UIF�WBMVF�PG�UIF�DFEJ�JO�EPMMBS�UFSNT�PWFS�
���������� DBMDVMBUFE� VTJOH�NPOUIMZ� FYDIBOHF� SBUF� EBUB�� 5IF� DVSWF� MJFT� CFMPX� UIF� ��� MJOF�
WJSUVBMMZ�PWFS�UIF�FOUJSF�QFSJPE�TIPXJOH�UIBU�UIF�DFEJ�EFQSFDJBUFE�QSBDUJDBMMZ�UISPVHIPVU�UIF�UJNF��
5IF�SJTF�BOE�GBMM�JO�UIF�DVSWF�TIPXT�UIF�VOFWFOOFTT�PG�UIF�EFQSFDJBUJPO�XJUI�B�SJTF�JO�UIF�DVSWF�
JOEJDBUJOH�MPXFS�EFQSFDJBUJPO�BOE�B�GBMM�JOEJDBUJOH�IJHIFS�PS�TUFFQFS�EFQSFDJBUJPO��"O�BOBMZTJT�PG�
UIF�EBUB�VTFE�UP�DPOTUSVDU�UIF�mHVSF�	TFF�"QQFOEJY�GPS�EBUB
�mOET�UIBU�UIF�ZFBS�PO�ZFBS�SBUF�PG�
DIBOHF�JO�UIF�WBMVF�PG�UIF�DFEJ�XBT�OFHBUJWF�	UIBU� JT�UIF�DFEJ�EFQSFDJBUFE
� JO�����PG�UIF�����
NPOUIT�XJUIJO�UIF�TUVEZ�QFSJPE�	���������
��'VSUIFSNPSF�JO�����PG�UIF�����NPOUIT�UIF�SBUF�PG�
EFQSFDJBUJPO�	ZFBS�PO�ZFBS
�FYDFFEFE����BOE�JO�BQQSPYJNBUFMZ�����PG�UIF�����NPOUIT�UIF�SBUF�
PG�EFQSFDJBUJPO�FYDFFEFE������5IF�BOOVBM�EBUB�TVQQMJFE�JO�5BCMF���BMTP�SFWFBM�UIBU�JO����	���
�
PG�UIF����ZFBST�NBLJOH�VQ�����������UIF�FYDIBOHF�SBUF�EFQSFDJBUFE�CZ�NPSF�UIBO������5IFTF�
TUBUJTUJDT� UPHFUIFS� TIPX� UIBU� JO�NPTU� PG� UIF�QFSJPE� PG� UIJT� TUVEZ� UIF� DFEJ� IBT� FYIJCJUFE� IJHI�
JOTUBCJMJUZ�JO�UIF�GPSN�PG�IJHI�EFQSFDJBUJPO�XIFSFBT�TUBCJMJUZ�IBT�CFFO�B�SBSFS�GFBUVSF�PG�FYDIBOHF�
rate trends.

4PVSDF��#BOL�PG�(IBOB�EBUB

Table 1: Annual Percentage Change in Value of Cedi, 1992-2015
 

Year Percentage Change in Cedi-

Dollar Exchange Rate 

Year Percentage Change in Cedi-

Dollar Exchange Rate 

1992 -25.0% 2004 -2.2% 

1993 -36.7% 2005 -0.9% 

1994 -21.8% 2006 -1.1% 

1995 -27.3% 2007 -4.8% 

1996 -16.9% 2008 -20.1% 

1997 -22.7% 2009 -15.0% 

1998 -4.1% 2010 -3.1% 

1999 -34.0% 2011 -4.9% 

2000 -49.5% 2012 -17.5% 

2001 -3.7% 2013 -14.5% 

2002 -13.2% 2014 -31.3% 

2003 -4.7% 2015 -15.7% 

 

Source: Bank of Ghana data 
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������-BSHF�%FQSFDJBUJPOT�BNJE�'JTDBM�BOE�.POFUBSZ�&YDFTTFT����������

4.2 A Review of Factors behind Exchange Rate Trends

5IF� DFEJ� FYQFSJFODFE� BDVUF� BOE� QSPMPOHFE� JOTUBCJMJUZ� GSPN� ���������� 	'JHVSF� �
�� 'SPN� UIF�
CFHJOOJOH� UP� UIF� FOE� PG� UIF� QFSJPE� UIF� FYDIBOHF� SBUF�NPWFE� GSPN�()������ QFS� EPMMBS� UP�
()�������QFS�EPMMBS��5IFSF�XFSF�WFSZ�SBQJE�SBUFT�PG�DFEJ�EFQSFDJBUJPO�JO�FBDI�PG�UIPTF�ZFBST�
BWFSBHJOH�������QFS�BOOVN��5IF�CJHHFTU�EFQSFDJBUJPO�JO�B�DBMFOEBS�ZFBS�PG�������PDDVSSFE�JO�
�����BOE�UIF�MPXFTU�PG�������JO�������5IF�DIJFG�DVMQSJU�XBT�MPTT�PG�mTDBM�BOE�NPOFUBSZ�DPOUSPM�JO�
UIF�SVO�VQ�UP�UIF�FQPDI�NBLJOH������FMFDUJPOT�BOE�GBJMVSF�UP�SFJO�JO�UIF�FYDFTTFT�UIFSFBGUFS��5IF�
FOTVJOH�FDPOPNJD� JNCBMBODFT�ESPWF�EPXO� UIF�WBMVF�PG� UIF�DFEJ�BOE�TQBSLFE�BO� JOnBUJPOBSZ�
TQJSBM�XIJDI�CMJHIUFE�(IBOB�T�FDPOPNJD�QFSGPSNBODF�EVSJOH�NVDI�PG�UIF�����T��

"U�UIF�CFHJOOJOH�PG������HFOFSBMMZ�JO�UIF�mSTU�TJY�NPOUIT�CVU�QBSUJDVMBSMZ�JO�UIF�mSTU�UXP�NPOUIT�
UIF�FYDIBOHF�SBUF�XBT�TUBCMF��)PXFWFS�JU�EFQSFDJBUFE�SBQJEMZ�JO�UIF�TFDPOE�IBMG�PG�UIF�ZFBS�XJUI�
JUT�ZFBS�PO�ZFBS�GBMM�JODSFBTJOH�GSPN�������JO�+VOF�UP�������JO�%FDFNCFS��5IF�EFQSFDJBUPSZ�USFOE�
DPOUJOVFE�JO������SFBDIJOH�������JO�ZFBS�PO�ZFBS�UFSNT�JO�'FCSVBSZ��*U�TVCTFRVFOUMZ�FBTFE�UP�
������JO�+VOF�CFGPSF�XPSTFOJOH�BHBJO�UP�������JO�%FDFNCFS��5IF�TIBSQ�TVSHF�JO�FYDIBOHF�SBUF�
JOTUBCJMJUZ�JO�����������DBO�CF�CMBNFE�PO�CPUI�EPNFTUJD�BOE�FYUFSOBM�GBDUPST��%PNFTUJDBMMZ�UIFSF�
XBT�B�NBSLFE�EFUFSJPSBUJPO�JO�mTDBM�BOE�NPOFUBSZ�DPOEJUJPOT�XIJMF�FYUFSOBMMZ�DPNNPEJUZ�QSJDFT�
BOE�UIF�DPVOUSZ�T�UFSNT�PG�USBEF�EFDMJOFE�XIJDI�TUZNJFE�FYQPSU�SFDFJQUT�

5IF� DBVTF� PG� UIF� mTDBM� EFUFSJPSBUJPO� JO� ����� XBT� B� XFBL� SFWFOVF� PVUUVSO� DPVQMFE� XJUI� B�
TVCTUBOUJBM�SJTF�JO�HPWFSONFOU�FYQFOEJUVSF�JO�BO�FMFDUJPO�ZFBS��5IJT�DBVTFE�UIF�CVEHFU�EFmDJU�UP�
TQJLF�UP������PG�(%1�GSPN������JO�������$POTJEFSBCMF�EPNFTUJD�mOBODJOH�PG�UIF�EFmDJU�CPPTUFE�
NPOFZ�TVQQMZ� UP�B�HSPXUI� SBUF�PG����� JO� UIF�ZFBS� UXJDF� UIF� SBUF�PG�������SFDPSEFE� UIF�ZFBS�
CFGPSF��5IF�SFTVMUJOH�MPPTF�MJRVJEJUZ�DPOEJUJPOT�IFJHIUFOFE�EFNBOE�QSFTTVSFT�QBWJOH�UIF�XBZ�
HJWFO�TUBHOBOU�FYQPSU�SFWFOVF�GPS�UIF�DVSSFOU�BDDPVOU�EFmDJU�UP�XJEFO�UP������PG�(%1�GSPN������
JO�������8JUI�B�SFEVDFE�TVSQMVT�BMTP�PO�UIF�mOBODJBM�BDDPVOU�UIF�CBMBODF�PG�QBZNFOUT�GFMM�JOUP�B�
EFmDJU�PG�64�������NJMMJPO�XIJDI�XBT� UIF�mSTU� UJNF� UIF�PWFSBMM�FYUFSOBM�CBMBODF�XBT�OFHBUJWF�
TJODF�������

Source: Bank of Ghana data 
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Calculated from the World Bank’s Net Barter Terms of Trade Index Series (1990=100)11

5IF� HPWFSONFOU�T� FGGPSUT� UP� SFHBJO� mTDBM� DPOUSPM� JO� �����XFSF�NPTUMZ� VOBWBJMJOH� DBVTJOH� UIF�
CVEHFU�EFmDJU�UP�SFNBJO�IJHI�BU������PG�(%1��"MUIPVHI�NPOFUBSZ�HSPXUI�SBUFT�DBNF�EPXO�GSPN�
B�QFBL�PG�������JO�+BOVBSZ������UP�������JO�%FDFNCFS������UIF�BWFSBHF�HSPXUI�SBUF�PG�������
JO� UIF�ZFBS�XBT� UPP�IJHI� UP�BCBUF� UIF�QSFTTVSFT�PO� UIF�FYDIBOHF�SBUF��.FBOXIJMF�DPOUJOVJOH�
XFBL�DPNNPEJUZ�QSJDFT�DVU� UIF�DPVOUSZ�T� UFSNT�PG� USBEF�CZ������PO� UPQ�PG�B������EFDMJOF� JO�
������ �  5IF� JNQBDU� XBT� MPX� FYQPSU� SFDFJQUT� HSPXUI� UIBU� UPHFUIFS� XJUI� UIF� MBSHF� mTDBM� BOE�
NPOFUBSZ� JNCBMBODFT� DPOUSJCVUFE� UP� BO� FOMBSHFE� DVSSFOU� BDDPVOU� EFmDJU� PG� ����� PG� (%1��
1SFTTVSFE� CZ� UIFTF� JNCBMBODFT� UIF� DFEJ� EFQSFDJBUFE� CZ� ������ JO� ����� BOE� CZ� ������ PO�
BWFSBHF�ZFBS�PO�ZFBS�CBTJT��5IF�SBUF�PG� JOnBUJPO�RVJDLMZ�BDDFMFSBUFE�GSPN�������BU� UIF�FOE�PG�
�����UP�������BU�UIF�FOE�PG�������

'SPN�����������DPNNPEJUZ�QSJDFT�QJDLFE�VQ�BOE�UIF�UFSNT�PG�USBEF�TUSFOHUIFOFE�SFDPSEJOH�BO�
BWFSBHF�BOOVBM�JOEFY�HSPXUI�SBUF�PG�������5IJT�IFMQFE�UP�OBSSPX�UIF�DVSSFOU�BDDPVOU�EFmDJU�UP�
�����JO������BOE������JO������CFGPSF�JU�SFTVNFE�B�SJTJOH�USFOE�JO������BT�mTDBM�DPOUSPM�XBT�MPTU�
BHBJO��/PUXJUITUBOEJOH�UIF�JNQSPWFE�FYUFSOBM�FOWJSPONFOU�UIF�DVSSFODZ�EFQSFDJBUFE�SBQJEMZ�JO�
����������UIF�QSJODJQBM�SFBTPO�CFJOH�UIF�DPOUJOVJOH�QPPS�EPNFTUJD�FDPOPNJD�QFSGPSNBODF�XJUI�
B�QFSTJTUFOUMZ� FYQBOTJPOBSZ�NPOFUBSZ�QPMJDZ� BOE� TJHOJmDBOU� MFWFMT� PG� JOnBUJPO�XIJDI� SFBDIFE�
BMBSNJOH�SBUFT�JO������BOE������

*O������CFDBVTF�PG�UIF�UFSNT�PG�USBEF�JNQSPWFNFOU�UIBU�SFEVDFE�UIF�DVSSFOU�BDDPVOU�EFmDJU�BOE�
FOBCMFE� UIF� CBMBODF� PG� QBZNFOUT� UP� BDIJFWF� B� TVSQMVT� UIF� FYDIBOHF� SBUF� EFQSFDJBUJPO�XBT�
TMPXFS� UIBO� JO� ������ 'SPN�B�QFBL� ZFBS�PO�ZFBS� EFQSFDJBUJPO� PG� ������ JO� +BOVBSZ� UIF� SBUF� PG�
EFQSFDJBUJPO�TPGUFOFE�UP�������JO�+VOF�BOE�GVSUIFS�UP�������JO�%FDFNCFS��"SPVOE�UIJT�UJNF�UIF�
mTDBM�QJDUVSF�IBE�TUBSUFE�UP�MPPL�CFUUFS�XJUI�B�SFEVDUJPO�JO�UIF�CVEHFU�EFmDJU�UP������PG�(%1�JO�
������)PXFWFS�FYDFTT�MJRVJEJUZ�XJUIJO�UIF�FDPOPNZ�UIF�SFTVMU�PG�JODSFBTFE�DSFEJU�UP�UIF�QSJWBUF�
TFDUPS�EFTQJUF�B�QSFTVNBCMZ�UJHIU�NPOFUBSZ�QPMJDZ�NBEF�FYDIBOHF�SBUF�TUBCJMJUZ�FMVTJWF��

5IF�DFEJ�EFQSFDJBUFE�NPSF�CSJTLMZ�JO������CZ�������XJUI�NPOFZ�TVQQMZ�FYQBOEJOH�BU�BO�BOOVBM�
SBUF�PG�������BOE�JOnBUJPO�DMJNCJOH�UP�������JO�%FDFNCFS�UIF�IJHIFTU�TJODF�������'SPN�B�SFBM�
FYDIBOHF�SBUF�FRVJMJCSJVN�QFSTQFDUJWF�JU�DPVME�CF�BSHVFE�UIBU�UIF�IJHI�JOnBUJPO�QMBZFE�B�QBSU�JO�
QFSQFUVBUJOH�UIF�OPNJOBM�EFQSFDJBUJPO�PG�UIF�DFEJ�BT�UIJT�XPVME�IBWF�CFFO�OFDFTTBSZ�UP�PGGTFU�
UIF�XJEFOJOH�JOnBUJPO�EJGGFSFOUJBMT�CFUXFFO�(IBOB�BOE�JUT�USBEF�QBSUOFST��

.POFZ�TVQQMZ�HSPXUI�SBUFT�SFNBJOFE�JO�UIF�����SBOHF�JO������BOE�������*O������XIJDI�XBT�BO�
FMFDUJPO� ZFBS� UIFSF� XBT� B� NBKPS� TFUCBDL� UP� UIF� mTDBM� DPOTPMJEBUJPO� UIBU� IBE� UBLFO� QMBDF� JO�
����������BT�UIF�CVEHFU�EFmDJU�TIPU�VQ�GSPN������PG�(%1�JO������UP������JO�������5IJT�XBT�
CMBNFBCMF�PO�UIF�HPWFSONFOU�T�GBJMVSF�UP�IPME�EPXO�FYQFOEJUVSF�JO�UIF�GBDF�PG�VOEFSQFSGPSNJOH�
SFWFOVFT��5IVT�BMUIPVHI�UIF�UFSNT�PG�USBEF�IFME�VQ�XFMM�JO������UIF�BHHSFHBUF�EFNBOE�FGGFDU�
PG�UIF�MBSHF�mTDBM�EFmDJU�JODSFBTFE�JNQPSUT�QSPEVDJOH�CJHHFS�USBEF�BOE�DVSSFOU�BDDPVOU�EFmDJUT�
DPNQBSFE�XJUI�������"DDFOUVBUJOH� UIF� JNCBMBODFT�XBT�B�TIBSQ�EFDMJOF� JO� UIF�TVSQMVT�PO� UIF�
DBQJUBM� BOE� mOBODJBM� BDDPVOU� PG� UIF� CBMBODF� PG� QBZNFOUT� GSPN� 64������� NJMMJPO� JO� ����� UP�
64�������NJMMJPO�JO������B�NBKPS�DBVTF�PG�XIJDI�XBT�B�TUFFQ�GBMM�JO�OFU�QSJWBUF�DBQJUBM�JOnPXT�
GSPN� 64������� NJMMJPO� UP� 64������ NJMMJPO�� "HBJOTU� UIJT� VOQSPNJTJOH� CBDLESPQ� UIF� DVSSFODZ�
EFQSFDJBUFE�TIBSQMZ�JO�UIF�FBSMZ�QBSU�PG�UIF�ZFBS�CFGPSF�JU�NPEFSBUFE�UPXBSET�UIF�FOE��0XJOH�UP�
UIJT�NPEFSBUJPO�UIF�PWFSBMM�SBUF�PG�EFQSFDJBUJPO�JO������XBT�������XIJDI�XBT�MPXFS�UIBO�UIF�

11
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$POTDJPVT�PG�UIF�EBNBHF�UP�SFBM� MJWJOH�TUBOEBSET�XSPVHIU�CZ�UIF�EFQSFDJBUJPO�PG�UIF�DVSSFODZ�
BOE�IJHI�SBUF�PG� JOnBUJPO� UIF�HPWFSONFOU�NBEF�FYDIBOHF�SBUF�TUBCJMJUZ�B�UPQ�NBDSPFDPOPNJD�
QSJPSJUZ��5P�UIJT�FOE�UIF�DFOUSBM�CBOL�VOEFSUPPL�B�OVNCFS�PG�JOJUJBUJWFT�UP�MJNJU�MJRVJEJUZ�FYQBOTJPO�
JO�UIF�FDPOPNZ�XIJDI�CPSF�GSVJUT�JO������

������"�4UBCJMJ[JOH�1IBTF�VOEFS�*NQSPWFE�.POFUBSZ�.BOBHFNFOU�����

������ SFHJTUFSFE� JO� ������0O�BWFSBHF�ZFBS�PO�ZFBS�CBTJT� IPXFWFS� UIF�DFEJ�EFQSFDJBUFE�CZ�
������JO������DPNQBSFE�XJUI�������JO�������
 

5IF�NPEFSBUJPO� JO� UIF�DVSSFODZ�T�EFQSFDJBUJPO� GSPN� UIF� TFDPOE�IBMG� PG� �����XBT� SFWFSTFE� JO�
'FCSVBSZ� ������ %VSJOH� UIBU� NPOUI� UIF� DFEJ� EFQSFDJBUFE� CZ� ������ ZFBS�PO�ZFBS� BOE� UIJT�
JODSFBTFE�DPOTJTUFOUMZ�UP�������JO�4FQUFNCFS�CFGPSF�DMPTJOH�UIF�ZFBS�BU�������EFQSFDJBUJPO��"T�
JO������FYUFSOBM�TFDUPS�QFSGPSNBODF�EFUFSJPSBUFE�XJUI�BMM�UIF�EFmDJUT�USBEF�DVSSFOU�BDDPVOU�
BOE�CBMBODF�PG�QBZNFOUT�FYQBOEJOH��5IF�HSPXUI�JO�UIF�EFmDJUT�XBT�QSJODJQBMMZ�PO�BDDPVOU�PG�B�
EFDSFBTF�JO�DPDPB�BOE�HPME�FYQPSU�FBSOJOHT�BNJE�IJHIFS�TQFOEJOH�PO�JNQPSUT�XIJDI�QVTIFE�VQ�
UIF�DVSSFOU�BDDPVOU�EFmDJU�UP������PG�(%1�GSPN������JO�������5IF�CBMBODF�PG�QBZNFOUT�SFDPSEFE�
B� MBSHFS�EFmDJU� SFMBUJWF� UP������PG�64�����NJMMJPO�TMBTIJOH�UIF�TUPDL�PG�FYUFSOBM� SFTFSWFT�CZ�
64�������NJMMJPO�UP�64�������NJMMJPO�FRVJWBMFOU�UP�����NPOUIT�PG�JNQPSUT��*O�BEEJUJPO�UP�UIF�QPPS�
FYUFSOBM�CBMBODFT�SBQJE�mTDBM�BOE�NPOFUBSZ�FYQBOTJPO�DPOUJOVFE�UP�VOEFSNJOF�UIF�FYDIBOHF�
SBUF�JO�������5IFSF�XBT�B�XJEFOJOH�PG�UIF�mTDBM�EFmDJU�UP�������PG�(%1�BOE�NPOFZ�TVQQMZ�SPTF�
CZ�������EFTQJUF�B�OVNCFS�PG�NFBTVSFT�UIBU�XFSF�UBLFO�CZ�UIF�DFOUSBM�CBOL�UP�DVSC�MJRVJEJUZ�
HSPXUI�BOE�DPOTPMJEBUF�UIF�EJTJOnBUJPOBSZ�QSPDFTT�XIJDI�IBE�CFHVO�GSPN������

Table 2: Main Fiscal, Monetary and External Sector Aggregates, 1992-1997

Source: Bank of Ghana data 



"GUFS�NPSF�UIBO�TJY�ZFBST�PG�CFJOH�JO�GSFF�GBMM�EVF�QSJNBSJMZ�UP�VOSFTUSBJOFE�mTDBM�BOE�NPOFUBSZ�
QPMJDJFT�UIF�FYDIBOHF�SBUF�TUBCJMJ[FE�JO�������$PNQBSFE�XJUI������XIFO�UIF�SBUF�PG�EFQSFDJB-

UJPO�GPS�UIF�ZFBS�XBT�������UIF�DFEJ�MPTU�POMZ������BHBJOTU�UIF�EPMMBS�JO�������5IJT�XBT�BU�UIF�UJNF�
UIF�MPXFTU�EFQSFDJBUJPO�PG�UIF�FYDIBOHF�SBUF�JO�B�DBMFOEBS�ZFBS�TJODF�UIF�DPVOUSZ�FNCSBDFE�UIF�
nFYJCMF�FYDIBOHF�SBUF�TZTUFN��5IF�BWFSBHF�SBUF�PG�EFQSFDJBUJPO�XIJDI�TUPPE�BU�������JO� UIF�
ZFBS�XBT�BMTP�UIF�MPXFTU�TJODF�������

4P� XIBU� XFSF� UIF� SFBTPOT� GPS� UIF� TUBCJMJUZ � 'JSTU� CPUI� mTDBM� BOE� FYUFSOBM� TFDUPS� PVUDPNFT�
JNQSPWFE�JO������XJUI�UIF�CVEHFU�EFmDJU�GBMMJOH�GPS�UIF�mSTU�UJNF�TJODF������BOE�UIF�CBMBODF�PG�
QBZNFOUT� SFHJTUFSJOH� JUT� mSTU� TVSQMVT�TJODF�������)PXFWFS� UIF�ESJWJOH� GPSDF�PG� UIF�DVSSFODZ�T�
TUBCJMJUZ�TFFNFE�UP�CF�NPOFUBSZ�EJTDJQMJOF�TJODF�UIF�VOJRVF�DIBSBDUFSJTUJD�PG������JO�DPNQBSJTPO�
XJUI�UIF�FBSMJFS�����T�XBT�UIBU�ZFBS�T�SFBTPOBCMZ�NFBTVSFE�HSPXUI�SBUF�PG�NPOFZ�TVQQMZ��5IJT�
EJTDJQMJOF�JO�UIF�NPOFUBSZ�TFDUPS�IBE�NVDI�UP�EP�XJUI�B�OFX�TUSBUFHZ�PG�NPOFUBSZ�DVN�FYDIBOHF�
SBUF�NBOBHFNFOU�UIF�iDVU�BOE�mMMw�BQQSPBDI�BEPQUFE�CZ�UIF�#BOL�PG�(IBOB��5IF�TUSBUFHZ�XBT�
EFTJHOFE�UP�FMJNJOBUF�UIF�USBEJUJPOBM�NPOFZ�TVQQMZ�IVNQ�UIBU�PDDVSSFE�JO�UIF�MBTU�RVBSUFS�PG�FBDI�
ZFBS�XIFO�UIF�DFOUSBM�CBOL�TPME�DFEJT�UP�UIF�(IBOB�$PDPB�#PBSE�	$0$0#0%
�GPS� JUT�BOOVBM�
DPDPB�QVSDIBTFT��5IF�JOKFDUJPO�PG�UIJT�DFEJ�MJRVJEJUZ�SFJOGPSDFE�CZ�ZFBS�FOE�BHHSFHBUF�EFNBOE�
QSFTTVSFT�UFOEFE�UP�DBVTF�BO�VQTVSHF�	B�IVNQ
�JO�NPOFZ�TVQQMZ�JO�UIF�MBTU�RVBSUFS�PG�UIF�ZFBS��

5IF�DVU�BOE�mMM�BQQSPBDI�XBT�VTFE�UP�MFWFM�UIJT�IVNQ�JO�������*U�JOWPMWFE�UIF�DFOUSBM�CBOL�TFMMJOH�
GPSFJHO�FYDIBOHF�UP�CBOLT�CFGPSF�UIF�POTFU�PG�UIF�DPDPB�TFBTPO�JO�0DUPCFS�	iDVUUJOHw�DFEJ�MJRVJE-

JUZ
�BOE�TVCTFRVFOUMZ�TFMMJOH�DFEJT�	imMMJOHw�UIF�DFEJ�MJRVJEJUZ�EFOU
�UP�$0$0#0%�BU�UIF�CFHJO-

OJOH�PG�UIF�DPDPB�TFBTPO��5IJT�CVZJOH�BOE�TFMMJOH�MFWFMFE�UIF�IVNQ�BOE�GBDJMJUBUFE�CFUUFS�DPOUSPM�
PG�NPOFUBSZ�HSPXUI�XIJDI�DBNF�EPXO�TVCTUBOUJBMMZ�UP�������JO������GSPN�������JO�������5IFSF�
XFSF�UXP�QSJODJQBM�FGGFDUT�PG�UIF�DVU�BOE�mMM�BQQSPBDI�PO�GPSFJHO�FYDIBOHF�EFNBOE�BOE�TVQQMZ��
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'JSTU�UIF�SFEVDFE�HSPXUI�SBUF�PG�NPOFZ�EBNQFOFE�GPSFJHO�FYDIBOHF�EFNBOE�QSFTTVSFT�UIFSF-

CZ� MJNJUJOH� UIF� DFEJ�T� EFQSFDJBUJPO�� 4FDPOE� UIF� DFOUSBM� CBOL�T� IVHF� TBMF� PG� EPMMBST� UP� CBOLT�
CFGPSF�UIF�PQFOJOH�PG�UIF�DPDPB�TFBTPO�JNQMJFE�BDUJWF�JOUFSWFOUJPO�JO�UIF�NBSLFU�XIJDI�QSPQQFE�
VQ�UIF�DFEJ��5IF�EPXOTJEF�IPXFWFS�XBT�UIBU�UIF�TUSBUFHZ�TRVFF[FE�UIF�FYUFSOBM�SFTFSWFT�UP�UIF�
FYUFOU�UIBU�UIF�TUPDL�DPOUSBDUFE�CZ������UP�64�������NJMMJPO�JO������EFTQJUF�B�64������NJMMJPO�
TVSQMVT�PO�UIF�CBMBODF�PG�QBZNFOUT��.FBOXIJMF�NPOFUBSZ�SFTUSBJOU�BOE�UIF�TUBCJMJUZ�PG�UIF�DFEJ�
IFMQFE�UP�LOPDL�EPXO�FOE�ZFBS�JOnBUJPO�GSPN�������JO������UP�������JO������

*O������BOE������UIF�FDPOPNZ�XBT�CVGGFUFE�CZ�B�NBKPS�UFSNT�PG�USBEF�TIPDL�XJUI�DPDPB�BOE�
HPME�QSJDFT�DPMMBQTJOH�XIJMF�PJM�QSJDFT�FTDBMBUFE�	5BCMF��
��5IFSF�XBT�B�ESPQ�JO�UIF�BWFSBHF�XPSME�
QSJDF�PG�DPDPB�CZ�������JO������XIJMF�UIF�BWFSBHF�QSJDF�PG�HPME�EFDMJOFE�CZ������BOE�#SFOU�
DSVEF�PJM�DMJNCFE�CZ��������$PDPB�QMVOHFE�EFFQFS�CZ�������JO������XJUI�HPME�TUBHOBOU�BOE�
PJM�TPBSJOH�CZ��������(IBOB�T�UFSNT�PG�USBEF�BT�NFBTVSFE�CZ�UIF�8PSME�#BOL�EFDMJOFE�CZ�BCPVU�
����PWFS�����������BOE�UIF�*.'�FTUJNBUFE�UIBU�UIF�FYUFSOBM�TIPDL�DPTU�UIF�DPVOUSZ�64�����
NJMMJPO�JO�MPTU�GPSFJHO�FYDIBOHF�	*.'�����
��$POTFRVFOUMZ�UIF�DVSSFOU�BDDPVOU�EFmDJU�FYQBOEFE�
JO������UP�������PG�(%1�GSPN������JO�������5IF�PWFSBMM�FYUFSOBM�QPTJUJPO�BMTP�XPSTFOFE�XJUI�UIF�
CBMBODF�PG�QBZNFOUT�TXJOHJOH�GSPN�B�TVSQMVT�PG�64������NJMMJPO�JO������UP�B�EFmDJU�PG�64������
NJMMJPO�JO������XIJMF�HSPTT�SFTFSWFT�ESPQQFE�UP�POMZ�GPVS�XFFLT�PG�JNQPSU�DPWFS�CZ�FOE�������*O�
�����BMUIPVHI�UIF�DVSSFOU�BDDPVOU�HBQ�DPOUSBDUFE�UP������PG�(%1�UIF�CBMBODF�PG�QBZNFOUT�
EFmDJU�XPSTFOFE�UP�64�������NJMMJPO�BT�QSJWBUF�DBQJUBM�nPXT�TISBOL�EVF�UP�JODSFBTFE�FDPOPNJD�
VODFSUBJOUZ��3FTFSWFT�DPWFSBHF�GVSUIFS�ESPQQFE�UP�UISFF�XFFLT�PG�JNQPSUT�

������&YDIBOHF�3BUF�$PMMBQTF�BGUFS�5FSNT�PG�5SBEF�4IPDL����������
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5IF� JNQBDU�PG� UIF� UFSNT�PG�USBEF�SFWFSTBM�PO� UIF�FYDIBOHF�SBUF�XBT�DBUBTUSPQIJD��TUBOEJOH�BU�
()�������DFEJT�UP�UIF�EPMMBS�JO�+BOVBSZ������	SFQSFTFOUJOH�B������ZFBS�PO�ZFBS�EFQSFDJBUJPO
�
UIF�FYDIBOHF�SBUF�XFBLFOFE�UP�()�������QFS�EPMMBS�JO�%FDFNCFS������FRVJWBMFOU�UP�B�������
BOOVBM� EFQSFDJBUJPO� BOE� QMVOHFE�NPSF� QSFDJQJUPVTMZ� UP�()������� JO�%FDFNCFS� ������ 5IF�
ZFBS�PO�ZFBS�SBUF�PG�EFQSFDJBUJPO�BUUBJOFE�B�QFBL�PG�������JO�"VHVTU������CFGPSF�TMPXJOH�EPXO�
UP�������JO�%FDFNCFS�	'JHVSF��
��#FDBVTF������IBE�BDUVBMMZ�CFHVO�PO�B�TUBCMF�OPUF�GPS�UIF�DFEJ�
UIF�BWFSBHF�EFQSFDJBUJPO�GPS� UIBU�ZFBS�XBT�������DPNQBSFE�XJUI� UIF�FOE�ZFBS�SBUF�PG��������
)PXFWFS�JO������UIF�BWFSBHF�EFQSFDJBUJPO�XBT�������IJHIFS�UIBO�BU�ZFBS�FOE�TJODF�UIF�TJUVB-

UJPO�XBT�XPSTF�JO�UIF�mSTU�OJOF�NPOUIT�PG�UIF�ZFBS�UIBO�JO�UIF�MBTU�RVBSUFS��

5XP�GBDUPST�BHHSBWBUFE�UIF�UFSNT�PG�USBEF�FGGFDU� JO������������5IFTF�XFSF�UIF� JOBCJMJUZ�PG� UIF�
HPWFSONFOU�UP�BEKVTU�EPNFTUJD�NBDSPFDPOPNJD�QPMJDJFT�RVJDLMZ�BOE�TUSPOHMZ�FOPVHI�UP�NJUJHBUF�
UIF�JNQBDU�PO�UIF�FDPOPNZ�BOE�EPOPST��GBJMVSF�UP�NFFU�DPNNJUNFOUT�UP�UIF�CVEHFU�JO�GVMM�B�TJUVB-

UJPO�XIJDI� JOUFOTJmFE�QSFTTVSF�PO�UIF�NPOFUBSZ�TFDUPS� UP�mOBODF�UIF� MBSHF�mTDBM�EFmDJU��'SPN�
�����PG�(%1�JO������UIF�CVEHFU�EFmDJU�JODSFBTFE�UP������BOE������JO������BOE������SFTQFD-

UJWFMZ��0O�BDDPVOU�CPUI�PG�B�IJHI�MFWFM�PG�QVCMJD�TFDUPS�mOBODJOH�BOE�SBQJE�QSJWBUF�TFDUPS�DSFEJU�
FYQBOTJPO�NPOFZ�TVQQMZ�XIJDI�IBE�CFFO�IFME�JO�DIFDL�JO������BOE�UP�TPNF�FYUFOU�JO������
BDDFMFSBUFE�JO������UP�B�HSPXUI�SBUF�PG�������SFNJOJTDFOU�PG�UIF�FBSMZ�UP�NJE�����T��
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Source: IMF

Source: Bank of Ghana data

Table 3: Average International Prices of Cocoa, Gold and Oil, 1998-2000

Source: Bank of Ghana data



"�EFCBUF�UIBU�SBHFE�BNPOH�QPMJDZNBLFST�BT�UIF�USBEF�TIPDL�XSFBLFE�JOTUBCJMJUZ�PO�UIF�GPSFJHO�
FYDIBOHF�NBSLFU�XBT�XIFUIFS�BOE�UP�XIBU�FYUFOU�UIF�#BOL�PG�(IBOB�TIPVME�JOUFSWFOF�JO�UIF�
NBSLFU�UP�TUBVODI�UIF�DVSSFODZ�T�EFQSFDJBUJPO��3FQPSUT�BU�UIF�UJNF�JOEJDBUFE�UIBU�UIF�DFOUSBM�CBOL�
GBWPSFE�JOUFSWFOUJPO�UP�DBMN�UIF�DSJTJT�BT�JU�XBT�DPODFSOFE�BCPVU�JUT�XJEFS�JNQMJDBUJPOT�PO�JOnB-

UJPO� BOE�DPOmEFODF� JO� UIF� mOBODJBM� TZTUFN��0UIFS� BEWJTPST� PG� UIF�HPWFSONFOU� JODMVEJOH� UIF�
*OUFSOBUJPOBM�.POFUBSZ�'VOE�	*.'
�QPTJUFE�UIBU�UIF�DFEJ�IBE�CFFO�TJHOJmDBOUMZ�PWFSWBMVFE�QSJPS�
UP�UIF�DSJTJT�BOE�UIVT�BEWPDBUFE�OPO�JOUFSWFOUJPO�UP�FOBCMF�UIF�DVSSFODZ�SFTUPSF�TPNF�PG�JUT�MPTU�
DPNQFUJUJWFOFTT��*O�UIF�FOE�UIF�BSHVNFOU�BHBJOTU�JOUFSWFOUJPO�DBSSJFE�UIF�EBZ�XIJDI�QMBZFE�B�
QBSU�JO�UIF�VOQSFDFEFOUFE�TMJEF�PG�UIF�DFEJ�WJT�Ë�WJT�XIBU�NBZ�IBWF�IBQQFOFE�IBE�UIF�DFOUSBM�
CBOL�BDUJWFMZ�NBOBHFE�UIF�TJUVBUJPO�	TFF�,PPNTPO�����
�

5IF�FGGFDU�PG�UIF�EFQSFDJBUJPO�BOE�MJRVJEJUZ�CVJME�VQ�JO�UIF�FDPOPNZ�XBT�UP�CSJOH�UIF�EJTJOnBUJPO�
XIJDI�IBE�CFFO�PDDVSSJOH�TJODF������ UP�BO�BCSVQU�FOE� JO�.BZ������� *O� UIBU�NPOUI� JOnBUJPO�
UPVDIFE�B�USPVHI�PG������BOE�TUBSUFE�UP�RVJDLFO�UIFSFBGUFS�SFBDIJOH�������JO�%FDFNCFS�������
5IF�NBDSPFDPOPNJD�JOTUBCJMJUZ�BOE�JNCBMBODFT�MPXFSFE�FDPOPNJD�HSPXUI�GSPN������JO������UP�
�����JO������BOE������JO������
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"GUFS�UIF�UFSNT�PG�USBEF�JOEVDFE�DPMMBQTF�JO�����������UIF�DFEJ�TUBCJMJ[FE�JO��������*O�+BOVBSZ�
JUT� ZFBS�PO�ZFBS� TMJEF� EFDSFBTFE� TMJHIUMZ� UP� ������ BOE� UIF� USFOE� DPOUJOVFE� UISPVHIPVU� UIF�
SFNBJOJOH�NPOUIT�UP�FWFOUVBMMZ������ZFBS�PO�ZFBS�EFQSFDJBUJPO�JO�%FDFNCFS��5IJT�XBT�IJUIFSUP�
UIF�DFEJ�T�MPXFTU�EFQSFDJBUJPO�SBUF�JO�B�DBMFOEBS�ZFBS�TJODF�UIF�nPBUJOH�FSB�CFHBO��5IF�GBDUPST�
SFTQPOTJCMF�GPS�UIJT�XFSF�CPUI�EPNFTUJD�BOE�FYUFSOBM��

12 

Source: Bank of Ghana data
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������3FUVSO�UP�4UBCJMJUZ�CFGPSF�BOPUIFS�4IBSQ�'BMM����������

 The rate of depreciation actually started to decelerate after peaking in August 2000.12
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0O�UIF�FYUFSOBM�GSPOU�B�TMJHIU�SFDPWFSZ�JO�UIF�UFSNT�PG�USBEF�SFMJFWFE�TPNF�PG�UIF�IFBWZ�QSFTTVSF�
UIF� FYDIBOHF� SBUF� IBE� DPNF� VOEFS� JO� ����������� "OPUIFS� IFMQGVM� EFWFMPQNFOU� XBT� UIF�
JNNFEJBUF� TVCTUBOUJBM� JODSFBTF� JO� EPOPST�� mOBODJBM� BTTJTUBODF� UP� UIF� HPWFSONFOU� BGUFS� UIF�
DPVOUSZ�KPJOFE�UIF�)FBWJMZ�*OEFCUFE�1PPS�$PVOUSJFT�	)*1$
�JOJUJBUJWF��5IJT�IBE�B�TBMVUBSZ�FGGFDU�PO�
CPUI�UIF�mTDBM�QPTJUJPO�BOE�UIF�DVSSFOU�BDDPVOU�XIJDI�TUBCJMJ[FE�JO�������"�UIJSE�EZOBNJD�XBT�
UIF�SFWJWBM�PG�JOUFSOBUJPOBM�JOWFTUPS�DPOmEFODF�JO�UIF�FDPOPNZ�TQVSSJOH�BO�JODSFBTF�JO�OFU�DBQJUBM�
JOnPXT� XIJDI� IFMQFE� UIF� CBMBODF� PG� QBZNFOUT� UP� SFDPWFS� GSPN� UIF� IVHF� EFmDJU� 	�64�������
NJMMJPO
�JO������UP�B�TNBMM�TVSQMVT�	64�����NJMMJPO
�JO�������*OUFSOBUJPOBM�SFTFSWFT�BMTP�QJDLFE�VQ�
GSPN�64�������NJMMJPO�	����NPOUIT�PG�JNQPSUT
�JO������UP�64�������NJMMJPO�	����NPOUIT�PG�JNQPSUT
�
in 2001. 

0O� UIF� EPNFTUJD� GSPOU� UIF� TXJGU� JNQMFNFOUBUJPO� PG� DPSSFDUJWF� QPMJDJFT� CZ� UIF� OFXMZ�FMFDUFE�
HPWFSONFOU�UBNFE�UIF�JNCBMBODFT�PG�UIF�QSFWJPVT�ZFBS�BOE�DPOUSJCVUFE�HSFBUMZ�UP�UIF�TUBCJMJUZ�UIF�
DVSSFODZ�FOKPZFE�JO�������5P�QVU�UIF�NBDSPFDPOPNZ�PO�UIF�NFOE�UIF�HPWFSONFOU�PVUMJOFE�BO�
BHFOEB�UP�SFTUPSF�TUBCJMJUZ�CZ�SFJOJOH�JO�FYDFTTJWF�TQFOEJOH�BOE�NPOFZ�DSFBUJPO�BOE�TFDVSJOH�
EFCU�SFMJFG��"�TFSJFT�PG�CPME�NFBTVSFT�XFSF�UBLFO�JODMVEJOH�UBY�IJLFT�FYQFOEJUVSF�GSFF[FT�BOE�
BQQMJDBUJPO� GPS� EFCU� SFMJFG� XIJDI� BVHNFOUFE� CZ� B� HFOFSPVT� EJTCVSTFNFOU� PG� EPOPS� HSBOUT�
CSPVHIU��EPXO�UIF�IJHI�mTDBM�EFmDJU�PG������PG�(%1�JO������UP������JO�������

6OMJLF�UIF�QSFWJPVT�ZFBS�UIF�HPWFSONFOU�EJE�OPU�SFTPSU�UP�UIF�DFOUSBM�CBOL�UP�mOBODF�UIF�EFmDJU���
0O�UIF�DPOUSBSZ�JU�SFUVSOFE�GVOET�UP�UIF�#BOL�PG�(IBOB�UISPVHI�B�OFU�SFQBZNFOU�PG�JUT�MJBCJMJUJFT��
5IJT�DPOUSJCVUFE�UP�MPXFS�SFTFSWF�NPOFZ�HSPXUI�PG�������JO������DPNQBSFE�XJUI�������JO�������
"MUIPVHI�UPUBM�NPOFZ�TVQQMZ�HSPXUI�XBT�OPU�TVGmDJFOUMZ�UBNFE�JU�TUPPE�BU�XIBU�XBT�TUJMM�B�IJHI�
SBUF�PG�������JO������UIF�DBVTF�PG�JUT�HSPXUI�JO������XBT�OPU�FYQBOTJPOBSZ�EPNFTUJD�DSFEJU�UP�
UIF�QVCMJD�TFDUPS�BT�XBT�UIF�DBTF�JO������CVU�SBUIFS�B�TIBSQ�JODSFBTF�	CZ�OFBSMZ�����
�JO�OFU�
GPSFJHO� BTTFUT� PO� BDDPVOU� PG� TVCTUBOUJBM� JOnPXT� PG� GPSFJHO� DVSSFODZ�� 5IF� EPNFTUJD�DVSSFODZ�
DPNQPOFOU� PG� NPOFZ� TVQQMZ� HSFX� CZ� POMZ� ���� XIJDI� NBEF� JU� MFTT� JOnBUJPOBSZ� BOE� MFTT�
detrimental to cedi stability than the year before.  

5IF� TUBCJMJUZ� PG� UIF�FYDIBOHF� SBUF�XBT� UIFSFGPSF�POF�PG� UIF�NBDSPFDPOPNJD�EJWJEFOET�PG� UIF�
UJHIUFS�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�QVSTVFE�JO������XIJDI�BMTP�DBVTFE�JOnBUJPO�UP�EFDMJOF�GSPN�
������JO�%FDFNCFS������UP�������JO�%FDFNCFS������BOE�(%1�HSPXUI�UP�KVNQ�UP�NPSF�UIBO�����
5IFTF�EFWFMPQNFOUT�IFMQFE�UP�SFTUPSF�CVTJOFTT�DPOmEFODF�	*.'�����
�QSPWJEJOH�FYUSB�JNQFUVT�
UP�UIF�TUBCJMJUZ�PG�UIF�FYDIBOHF�SBUF�BOE�CSPBEFS�NBDSPFDPOPNZ��

*O������UIF�USFOE�PG�TUBCJMJUZ�GSPN������TVGGFSFE�BO�VQTFU��"MUIPVHI�JO�DPOUSBTU�UP�UIF�QSFWJPVT�
ZFBS� UIF� DFEJ� EFQSFDJBUFE� BU� B� TMPXFS� BWFSBHF� ZFBS�PO�ZFBS� SBUF� � UIFSF� XFSF� TVDDFTTJWF�
JODSFBTFT�JO�UIF�ZFBS�PO�ZFBS�SBUFT�PG�EFQSFDJBUJPO�GSPN������JO�+BOVBSZ�UP�������JO�0DUPCFS��
'PMMPXJOH�B�TMPXEPXO�UP�������JO�/PWFNCFS�UIF�DFEJ�XFBLFOFE�BHBJO�JO�%FDFNCFS�QVTIJOH�VQ�
UIF�BOOVBM�EFQSFDJBUJPO�SBUF�UP��������5IJT�TMVNQ�PDDVSSFE�EFTQJUF�B�TIBSQ�TVSHF�JO�UIF�UFSNT�PG�
USBEF� UP� BCPWF� JUT� QSF�DSJTJT� QFBL� JO� ����� XIJDI� IFMQFE� UP� DPOTPMJEBUF� UIF� SFDPWFSZ� JO� UIF�
FYUFSOBM�TFDUPS�XJUI�B�MBSHF�DPOUSBDUJPO�JO�UIF�DVSSFOU�BDDPVOU�EFmDJU�UP������PG�(%1�B�CJHHFS�
CBMBODF�PG�QBZNFOUT�TVSQMVT�	64������NJMMJPO
�BOE�BO�JNQSPWFNFOU�JO�UIF�SFTFSWFT�DVTIJPO�UP�
����NPOUIT�PG�JNQPSUT��5IVT�BT�JO�NVDI�PG�UIF�����T�EPNFTUJD�GBDUPST�TFFNFE�PODF�BHBJO�UP�CF�
CFIJOE�UIF�XFBLOFTT�PG�UIF�FYDIBOHF�SBUF��
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  The financing was mainly from foreign sources and non-banks.
The average depreciation was 9.9% in 2002, the lowest under the floating regime up until that time, compared with 22.5% 
in 2001. 
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5IF�FWJEFODF�TVQQPSUT� UIJT�DPODMVTJPO�CFDBVTF�NPOFZ�TVQQMZ�RVJDLFOFE� UP�B�HSPXUI�SBUF�PG�
����JO������JO�QBSU�EVF�UP�DFOUSBM�CBOL�mOBODJOH�PG�UIF�CVEHFU�EFmDJU�XIJDI�CPPTUFE�JUT�OFU�
DMBJNT�PO�UIF�HPWFSONFOU�CZ�������BOE�JODSFBTFE�SFTFSWF�NPOFZ�CZ��������5IJT�XBT�BGUFS�UIF�
mTDBM�QPTJUJPO�IBE�XPSTFOFE�UP�B�EFmDJU�PG������PG�(%1�BDDPNQBOJFE�CZ�B�TIPSUGBMM�JO�HSBOUT�
XIJDI�QSPNQUFE�BMNPTU�UIF�FOUJSF�EFmDJU�UP�CF�mOBODFE�CZ�EPNFTUJD�CPSSPXJOH��

5IF� UISFF� ZFBST� BGUFS� ����� XFSF� DIBSBDUFSJ[FE� CZ� B� TUSFOHUIFOJOH� PG� UIF� NBDSPFDPOPNJD�
FOWJSPONFOU�UISPVHI�UIF�JNQMFNFOUBUJPO�PG�mSN�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�BJEFE�CZ�EFCU�SFMJFG�
HSBOUFE�CZ�UIF�*.'�BOE�8PSME�#BOL�TUSPOHFS�UFSNT�PG�USBEF�BOE�HSPXUI�JO�PGmDJBM�BOE�QSJWBUF�
mOBODJBM�JOnPXT�GSPN�BCSPBE��'JTDBM�DPOTPMJEBUJPO�XBT�TUSPOH�BOE�TVTUBJOFE�JO�UIPTF�UISFF�ZFBST�
XJUI�UIF�CVEHFU�EFmDJU�GBMMJOH�UP�NVDI�MFBOFS�SBUJPT�PG�����������BOE������PG�(%1�JO�����������
SFTQFDUJWFMZ�� 5IF� MPXFS� EFmDJUT� DPNCJOFE� XJUI� UIF� BWBJMBCJMJUZ� PG� BNQMF� GPSFJHO� mOBODJOH�
DVSUBJMFE� HPWFSONFOU� CPSSPXJOH� GSPN� UIF� DFOUSBM� CBOL�� 5IJT� XBT� GVSUIFS� TVQQPSUFE� CZ� UIF�
BODIPSJOH�PG�mTDBM�QPMJDZ�PO�DPOUJOVPVT�EPNFTUJD�EFCU�SFEVDUJPO�XJUI�UIF�FGGFDU�UIBU�UIFSF�XFSF�
OFU�USBOTGFST�UP�UIF�QSJWBUF�TFDUPS�JO������BOE������UP�SFEVDF�UIF�HPWFSONFOU�T�JOEFCUFEOFTT��
8JUI�mTDBM�QSVEFODF�DBNF�B�SFEVDUJPO�JO�UIF�QBDF�PG�NPOFUBSZ�FYQBOTJPO��*O������CSPBE�NPOFZ�
HSFX�CZ�������UIF�mSTU�UJNF�TJODF������UIBU�JU�SFHJTUFSFE�B�HSPXUI�SBUF�PG�MFTT�UIBO������*O������
NPOFZ�TVQQMZ�HSPXUI�EFDFMFSBUFE�UP�������BOE�JO������JU�TMPXFE�EPXO�GVSUIFS�UP�KVTU�������
XJUI�UIF�SFTFSWF�NPOFZ�DPNQPOFOU�SJTJOH�CZ��������0WFS�UIF�UISFF�ZFBS�QFSJPE�BWFSBHF�NPOFZ�
TVQQMZ�HSPXUI�XBT�������DPNQBSFE�XJUI�����JO� UIF�QSFWJPVT� UISFF�ZFBST�BOE�������EVSJOH�
����������� 
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Source: Bank of Ghana data

Source: Ministry of Finance, Bank of Ghana, World Bank and IMF data

������&YDIBOHF�3BUF�4UBCJMJUZ�UISPVHI�'JSN�.BDSPFDPOPNJD�1PMJDJFT�BOE�4VQQPSUJWF�
&YUFSOBM�&OWJSPONFOU����������

Table 4: Main Fiscal, Monetary and External Sector Aggregates, 2000-2005

 

 



5IF�FYDIBOHF�SBUF�SFTQPOEFE�RVJUF�XFMM�UP�UIFTF�USFOET�FYIJCJUJOH�MFWFMT�PG�TUBCJMJUZ�OPU�IJUIFSUP�
XJUOFTTFE�JO�UIF�nPBUJOH�FSB��5IF�ZFBS�PO�ZFBS�SBUF�PG�EFQSFDJBUJPO�USFOEFE�EPXOXBSE�JO������
GSPN�������JO�+BOVBSZ�UP������JO�%FDFNCFS��*O������UIF�EFQSFDJBUJPO�TUPPE�BU������JO�.BSDI�
UIFO�NPEFSBUFE�UP������JO�+VOF�BOE������JO�4FQUFNCFS��#Z�%FDFNCFS�UIF�DFEJ�XBT�POMZ������
XFBLFS� UIBO�B�ZFBS�FBSMJFS�� *O������ UIF�FYDIBOHF� SBUF�XIJDI�TUPPE�BU�()�������DFEJT�QFS�
EPMMBS�BU� UIF�FOE�PG������CBSFMZ� TIJGUFE�XJUI�B� GVMM�ZFBS� SBUF�PG�EFQSFDJBUJPO�PG������BOE�BO�
BWFSBHF�EFQSFDJBUJPO�PG������UIF�CFTU�TP�GBS�JO�UIF�DPVOUSZ�T�IJTUPSZ��5IF�FGGFDU�PO�QSJDF�HSPXUI�
XBT�OPUBCMF��BGUFS�BO�JOJUJBM�TQJLF�UP�������JO������USJHHFSFE�CZ�B�IFGUZ�JODSFBTF�JO�BENJOJTUFSFE�
QFUSPM�QSJDFT�UIF�BWFSBHF�BOOVBM�SBUF�PG�JOnBUJPO�ESPQQFE�UP�������JO������BOE�������JO�������

(FOFSBMMZ�DPOHFOJBM�FYUFSOBM�DJSDVNTUBODFT�BMTP�IFMQFE�UIF�DFEJ�UP�mOE�TUBCJMJUZ�JO������������*O�
QBSUJDVMBS�UIFSF�XBT�OP�NBKPS�VQTFU�UP�UIF�UFSNT�PG�USBEF�FWFO�UIPVHI�JU�GFMM�DVNVMBUJWFMZ�CZ������
GSPN������������ *O�BEEJUJPO� UIFSF�XFSF�TVCTUBOUJBM� GPSFJHO�FYDIBOHF� JOnPXT� JOUP� UIF�DPVOUSZ�
ESJWFO�CZ�EFCU�SFMJFG�BOE�JOWFTUPS�DPOmEFODF�BSJTJOH�GSPN�UIF�TUBCJMJUZ�PG�UIF�NBDSPFDPOPNZ��5IF�
JOnPXT�JODMVEFE�MBSHF�JODSFBTFT�JO�PGmDJBM�USBOTGFST�	GSPN�64�������NJMMJPO�JO������UP�64�������
NJMMJPO�JO�����
��QSJWBUF�SFNJUUBODFT�	GSPN�64�������NJMMJPO�JO������UP�64�����CJMMJPO�JO�����
�
BOE�OFU�QSJWBUF�DBQJUBM�	GSPN�64�������NJMMJPO�JO������UP�64�������NJMMJPO�JO�����
�BT�B�SFTVMU�PG�
XIJDI�(IBOB�SFDPSEFE�B�IJTUPSJD�mSTU�DVSSFOU�BDDPVOU�TVSQMVT�JO������XIJMF�UIF�MBSHF�EFmDJUT�JO�
�����BOE������XFSF�BCMF�UP�CF�DPOUBJOFE��5IF�JOnPXT�FOBCMFE�UIF�DFOUSBM�CBOL�UP�BDDVNVMBUF�
SFTFSWFT�BU�B�SBQJE�QBDF�CVJMEJOH�VQ�UIF�TUPDL�GSPN�64�������NJMMJPO�	����NPOUIT�PG�JNQPSUT
�JO�
�����UP�64�����CJMMJPO�	����NPOUIT�PG�JNQPSUT
�JO������

5IF�DFEJ�XJUOFTTFE�TUBCJMJUZ�GPS�UXP�NPSF�ZFBST�BGUFS�������4UBOEJOH�BU�()�������UP�UIF�EPMMBS�
JO� %FDFNCFS� ����� UIF� DVSSFODZ� XBT� MJUUMF� DIBOHFE� CZ� %FDFNCFS� ����� FYDIBOHJOH� BU�
()�������QFS�EPMMBS��5IJT�SFQSFTFOUFE�B�OFHMJHJCMF�EFDMJOF�PG�������0WFS�UIF�OFYU�TJY�NPOUIT�
UIF�DVSSFODZ�DSBXMFE�UP�()�������UP�UIF�EPMMBS�CFGPSF�B�NVDI�RVJDLFS�TMJEF�UP�()�������JO�
%FDFNCFS������FRVJWBMFOU�UP�BO�BOOVBM�EFQSFDJBUJPO�PG�������8IJMF�UIJT�XBT�UIF�IJHIFTU�SBUF�PG�
EFQSFDJBUJPO� JO� mWF� ZFBST� JU� XBT� WFSZ�NVDI� B� TUBCMF� SVO� CZ� IJTUPSJDBM� TUBOEBSET�� 5IJT� UJNF�
IPXFWFS� UIF� TUBCJMJUZ� XBT� OPU� BDDPNQBOJFE� CZ� UIF� TBNF� QSVEFOU� mTDBM� QPMJDJFT� XIJDI� IBE�
QFSUBJOFE�JO�����������BOE�NPOFUBSZ�HSPXUI�SBUFT�XFSF�HPJOH�VQ�BHBJO��
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Source: Bank of Ghana

������$POUJOVFE�&YDIBOHF�3BUF�4UBCJMJUZ�EFTQJUF�'JTDBM�%FUFSJPSBUJPO����������

Table 5: Private Remittances and Other Foreign Exchange Flows (US$m), 2000-2005

In fiscal terms, official transfers are budgetary grants received from donors. The value of these grants averaged 5.4% of GDP 
per annum in 2003-2005, compared with 3.1% in 2000-2002 and 2.7% of GDP from 1993-2000.

16

It must be mentioned, however, that these rates were still much higher than the government’s single-digit inflation target 
during the period.

15

��

Type of Flow 2000 2001 2002 2003 2004 2005 

Private remittances (net) 499.0 709.7 680.0 1,017.2 1,287.1 1,549.8 

O�ϐicial transfers (net) 131.9 249.3 220.2 382.0 543.9 575.7 

Private capital (gross) 183.5 154.6 116.3 227.9 370.2 600.3 

Private capital (net) 

o/w Foreign direct investment (FDI) 

176.8 

114.9 

137.3 

89.3 

105.7 

58.9 

199.9 

110.0 

332.0 

139.3 

559.3 

145.0 

16



"GUFS�UISFF�ZFBST�PG�JNQSPWFNFOU�UIF�mTDBM�EFmDJU�EFUFSJPSBUFE�TVCTUBOUJBMMZ�JO������GSPN������
UP������PG�(%1�BOE�UIF�QPXFS�TFDUPS�FYQFSJFODFE�TIPSUBHFT�JO�HFOFSBUJPO�GSPN�4FQUFNCFS�PG�
UIBU� ZFBS� QJMJOH� QSFTTVSF� PO� UIF� CVEHFU� UP� HFOFSBUF� SFTPVSDFT� UP� QMVH� UIF� FOFSHZ� EFmDJU� JG�
FDPOPNJD�HSPXUI�XBT�UP�CF�QSFTFSWFE��5IJT�QBSUMZ�DPOUSJCVUFE�UP�B�TNBMM�JODSFBTF�JO�UIF�EFmDJU�UP�
�����PG�(%1�JO�������8IZ�UIF�DFEJ�VOMJLF�JO�UIF�����T�SFNBJOFE�TUBCMF�EFTQJUF�UIF�XFBLFOJOH�
mTDBM�QPTJUJPO�JO�����������DBO�CF�FYQMBJOFE�UP�B�MBSHF�FYUFOU�CZ�UISFF�EJGGFSFOUJBUJOH�GBDUPST��
5IF�mSTU�PG� UIFTF� JT� UIF�SFDPSE�WPMVNF�PG�DBQJUBM�nPXT� JOUP�(IBOB� JO�����������XIJDI�XBT�B�
DPOUJOVBUJPO�PG�UIF�USFOE�GSPN������������(SPTT�DBQJUBM�nPXT�JODSFBTFE�GSPN�64�����NJMMJPO�JO�
�����UP�64�����CJMMJPO�JO������BOE�64�����CJMMJPO�JO�������*O�(%1�UFSNT�UIJT�SFQSFTFOUFE�B�SJTF�
GSPN������JO������UP������JO�������5P�QVU�UIJT�JO�QFSTQFDUJWF�UIF�BWFSBHF�SBUJP�GPS�UIF�����T�XBT�
MFTT�UIBO����
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"� NBKPS� DPNQPOFOU� PG� UIF� DBQJUBM� nPXT� XBT� SBQJEMZ�SJTJOH� GPSFJHO� EJSFDU� JOWFTUNFOU� XIJDI�
KVNQFE�BMNPTU�TJY�GPME�UP�64�����NJMMJPO�CFUXFFO������BOE�������5IF�MJCFSBMJ[BUJPO�PG�DBQJUBM�
DPOUSPMT�JO��������BT�XFMM�BT�UIF�QMBDFNFOU�PG�B�64�����NJMMJPO�&VSPCPOE�CZ�UIF�HPWFSONFOU�JO�
������BMTP�ESFX�GPSFJHO�FYDIBOHF�JOnPXT�GSPN�QSFWJPVTMZ�VOUBQQFE�TPVSDFT��5IF�CFOFmU�PG�UIFTF�
nPXT� UP� UIF�DPVOUSZ�T�FYUFSOBM�mOBODFT�XBT� UIBU�BMUIPVHI�TVCTUBOUJBM�DVSSFOU�BDDPVOU�EFmDJUT�
XFSF�SBDLFE�VQ�JO�����������	�����BOE������PG�(%1�JO�UIF�SFTQFDUJWF�ZFBST
�UIFZ�XFSF�NPSF�
UIBO�BEFRVBUFMZ� mOBODFE�CZ� UIF� mOBODJBM� JOnPXT� TVDI� UIBU� UIF�CBMBODF�PG�QBZNFOUT�QPTUFE�
TVSQMVTFT� JO� FYDFTT� PG� 64�����NJMMJPO� JO� FBDI� PG� UIF� UXP� ZFBST�� 5IF� DFOUSBM� CBOL� VTFE� UIF�
TVSQMVTFT�UP�BVHNFOU�JUT�SFTFSWFT�CZ�NPSF�UIBO�64�����NJMMJPO�UP�64�����CJMMJPO�BU�UIF�FOE�PG�
�����BMUIPVHI�UIF�JNQPSU�DPWFSBHF�PG�UIF�SFTFSWFT�DPVME�POMZ�CF�TUBCJMJ[FE�BU�����NPOUIT�SBUIFS�
UIBO�JODSFBTFE�PO�BDDPVOU�PG�BO�FTDBMBUJOH�JNQPSU�CJMM�

Source: Bank of Ghana data

The domestic debt market was opened for the first time to foreign portfolio investors in 2006, but with activity restricted to 
securities whose maturity was three years or longer and a required holding period of one year.
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5IF�UIJSE�GBDUPS�JT�UIBU�FWFO�UIPVHI�NPOFZ�TVQQMZ�HSPXUI�QJDLFE�VQ�JO�����������UP�BO�BWFSBHF�
PG�������GSPN�UIF� MPX����������� MFWFMT� UIF�FYDFTTFT�PG� UIF�����T�XIFO�HSPXUI�SBUFT�XFSF�
SBNQBOUMZ�JO�UIF�IJHI���T�BOE���T�XFSF�BWPJEFE��5PHFUIFS�XJUI�UIF�GBDU�UIBU�mOBODJOH�GPS�UIF�
IJHI�����������CVEHFU�EFmDJUT�XBT�NFU�XJUIPVU�SFDPVSTF�UP�UIF�DFOUSBM�CBOL�UIJT�BMTP�TPNFXIBU�
FYQMBJOT�UIF�JOnBUJPO�NPEFSBUJPO�XIJDI�PDDVSSFE�JO�UIPTF�UXP�ZFBST�

*O������UIF�TUBCJMJUZ�PG�UIF�DFEJ�JO�UIF�QSFWJPVT�mWF�ZFBST�VOSBWFMFE�BT�HMPCBM�GPPE�BOE�FOFSHZ�
QSJDF�TIPDLT�DPNCJOFE�XJUI�mTDBMMZ�QPXFSFE�EFNBOE�QSFTTVSFT�UP�DSFBUF�WFSZ�MBSHF�BOE�EFTUB-

CJMJ[JOH�EPNFTUJD�BOE�FYUFSOBM�EFmDJUT��5IF�mTDBM�EFmDJU�GPS�UIF�ZFBS�XIJDI�JODMVEJOH�SFWFOVFT�
GSPN�EJWFTUJUVSF�IBE�CFFO� UBSHFUFE�BU������PG�(%1� JODSFBTFE�DPOTJEFSBCMZ� UP������PG�(%1��
.POFZ�TVQQMZ�FYQBOEFE�CZ�������B�TJY�ZFBS�IJHI�PO�UIF�CBDL�PG�FYUFOTJWF�DFOUSBM�CBOL�mOBOD-

JOH�PG�UIF�HPWFSONFOU�BOE�PUIFS�VOQMBOOFE�EPNFTUJD�CPSSPXJOH��� �&YUFSOBMMZ�TQJLFT�JO�HMPCBM�
GPPE�BOE�PJM�QSJDFT�EVSJOH�����������NFBOU� UIBU� UIF�EFNBOE� GPS� GPSFJHO�FYDIBOHF� UP� JNQPSU�
UIFTF�FTTFOUJBM�DPNNPEJUJFT�TIPU�VQ�ESBNBUJDBMMZ�XIJMF�UIF�FYQBOTJPOBSZ�mTDBM�BOE�NPOFUBSZ�
QPMJDJFT� GVFMFE�EFNBOE�GPS�PUIFS� JNQPSUFE�HPPET�BOE�TFSWJDFT��"MUIPVHI�UIF�DPVOUSZ�T�FYQPSU�
QSJDFT�DPOUJOVFE�UP�CF�GBWPSBCMF�XIJDI�DPOUSJCVUFE�UP�IJHIFS�FYQPSU�FBSOJOHT�UIF�IJHI�UFNQP�
EFNBOE�GPS�JNQPSUT�SBJTFE�UIF�NFSDIBOEJ[F�USBEF�EFmDJU�UP�B�TUBHHFSJOH�������PG�(%1�XIJMF�UIF�
DVSSFOU�BDDPVOU�EFmDJU�XPSTFOFE�UP�������PG�(%1�UIF�IJHIFTU�JO�OJOF�ZFBST��6OMJLF�UIF�QSFWJPVT�
UXP�ZFBST�UIF�DVSSFOU�BDDPVOU�EFmDJU�DPVME�OPU�CF�DPWFSFE�EFTQJUF�SFTJMJFOU�DBQJUBM�nPXT�MFBEJOH�
UP�B�TJ[FBCMF�CBMBODF�PG�QBZNFOUT�EFmDJU�PG�64�����NJMMJPO�BOE�SFTFSWFT�EFQMFUJPO�CZ�64�����
NJMMJPO�DVUUJOH�UIF�TUPDL�UP�64�����CJMMJPO�SFQSFTFOUJOH�����NPOUIT�PG�JNQPSUT�

5IF�TFDPOE�GBDUPS�XIJDI�DPOUSBTUT�XJUI�UIF�����T�JT�UIBU�UIF�NBDSPFDPOPNJD�TUBCJMJUZ�XIJDI�IBE�
QSFWBJMFE�JO�����������CVJMU�FOPVHI�QPTJUJWF�NPNFOUVN�JO�UIF�FDPOPNZ�IFMQJOH�UP�BODIPS�UIF�
FYQFDUBUJPOT�PG�FDPOPNJD�BHFOUT�BOE�NBJOUBJO�UIFJS�DPOmEFODF�FWFO�BT�UIF�mTDBM�QPTJUJPO�XPST-

FOFE�JO������������*O�FTTFODF�FDPOPNJD�BHFOUT�EJE�OPU�UIJOL�JOJUJBMMZ�UIBU�UIF�EFUFSJPSBUJPO�XBT�
QFSNBOFOU�BOE�UIVT�EJE�OPU�TJHOJmDBOUMZ�BMUFS�UIFJS�FYQFDUBUJPOT��

Source: Bank of Ghana

������4JHOJmDBOU�8FBLFOJOH�EVSJOH�BOPUIFS�.BDSPFDPOPNJD�$SJTJT����������

Table 6: Private Remittances and Other Foreign Exchange Flows (US$m), 2005-2007

��

��

Central bank net claims on government fell by nearly half between 2005 and 2007, and average annual inflation decreased 
from 15.5% to 10.7% in the period. 
  Central bank net claims on government soared by an incredible 467.8% in 2008.
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"�NBDSPFDPOPNJD�DSJTJT�RVJDLMZ�TFU�PGG�JO�UIF�DPVSTF�PG������XJUI�UIF�FYDIBOHF�SBUF�EFQSFDJBUJOH�
TIBSQMZ�JO�UIF�TFDPOE�IBMG�PG�UIF�ZFBS�BOE�JOnBUJPO�JOUFOTJGZJOH�GSPN�������JO�+BOVBSZ�UP�������JO�
%FDFNCFS��%VSJOH�UIF�ZFBS�UIF�DFEJ�NPWFE�GSPN�B������ZFBS�PO�ZFBS�EFQSFDJBUJPO�JO�+BOVBSZ�UP�
������ JO� +VOF� BOE� ������ JO� %FDFNCFS�� *O� OPNJOBM� UFSNT� UIF� FYDIBOHF� SBUF� NPWFE� GSPN�
()�������DFEJT�QFS�EPMMBS�BU�FOE������UP�(+�������QFS�EPMMBS�BU�FOE�������
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Source: Bank of Ghana data

Source: Ministry of Finance, Bank of Ghana, World Bank and IMF data

Table 7: Main Fiscal, Monetary and External Sector Aggregates, 2006-2009

5IF�EFTUBCJMJ[BUJPO�QSFTTVSFT�DPOUJOVFE�JOUP������XJUI�UIF�DFEJ�JODVSSJOH�GVSUIFS�MPTTFT�PG�������
GSPN�+BOVBSZ�UP�+VMZ�UIF�QFBL�NPOUI�PG�UIF�EFQSFDJBUJPO��3FDPHOJ[JOH�UIF�OFFE�UP�DPPM�EPXO�UIF�
PWFSIFBUFE�FDPOPNZ�UIF�OFXMZ�TXPSO�JO�BENJOJTUSBUJPO�BOOPVODFE�B�mSN�CVEHFU�JO�.BSDI������
UP�EFBM�XJUI�UIF�MBSHF�UXJO�EFmDJUT�BOE�SFTUPSF�NBDSPFDPOPNJD�TUBCJMJUZ��(PWFSONFOU�FYQFOEJUVSF�
XBT� UJHIUMZ�NBOBHFE�XJUI� DVSCT� JNQPTFE�PO�OPO�FTTFOUJBM� PVUMBZT� TVDI�BT� USBWFM� BOE�XPSL-

TIPQT��"U�UIF�FOE�PG�UIF�ZFBS�UIF�CVEHFU�EFmDJU�FYDMVEJOH�EJWFTUJUVSF�JODPNF�XBT�TMBTIFE�CZ�
����QFSDFOUBHF�QPJOUT�UP������PG�(%1��.POFZ�TVQQMZ�XBT�BMTP�SFTUSJDUFE�UISPVHI�TUSFOHUIFOFE�
PQFO�NBSLFU�PQFSBUJPOT�BOE�B�NPOFUBSZ�QPMJDZ�SBUF�IJLF�PG�����CBTJT�QPJOUT�JO�'FCSVBSZ�������
.POFUBSZ�FYQBOTJPO�FWFOUVBMMZ�DBNF�EPXO�GSPN�������JO������UP�������JO�������

5IF�QPMJDZ�DPSSFDUJPOT�SFWFSTFE�UIF�iDPOEJUJPOT�PG�DPOTJEFSBCMF�PWFS�IFBUJOHw�XIJDI�UIF�#BOL�PG�
(IBOB� TBJE� IBE� DIBSBDUFSJ[FE� UIF� FDPOPNZ� JO� ����� 	#BOL� PG�(IBOB� ����
�� "VHNFOUFE�CZ�
EFDMJOJOH�PJM�BOE�GPPE�QSJDFT�UIF�mTDBM�DPOTPMJEBUJPO�IFMQFE�UP�TPGUFO�FYUFSOBM�TFDUPS�QSFTTVSFT�
UISPVHI�B�TJHOJmDBOU� SFEVDUJPO� JO� JNQPSU�EFNBOE�BOE� UIF� USBEF�BOE�DVSSFOU�BDDPVOU�EFmDJUT��
%FTQJUF�UIF�TUJOHJOH�SFDFTTJPO�NPTU�BEWBODFE�FDPOPNJFT�GFMM�JOUP�JO������(IBOB�T�FYQPSUT�HSFX�



5IJT�SFMBUJWF�TUBCJMJUZ�PDDVSSFE�XJUIJO�UIF�DPOUFYU�PG�B�TUBCMF�NBDSPFDPOPNZ�VOEFSQJOOFE�CZ�B�
QSPMPOHFE�QFSJPE�PG�EJTJOnBUJPO�BOE� MPX� JOnBUJPOBSZ�FYQFDUBUJPOT� �XIJDI�CPMTUFSFE�FDPOPNJD�
DPOmEFODF��&DPOPNJD�HSPXUI�XBT�mSN�BU������JO������BOE�MFBQFE�UP�������JO������BGUFS�(IBOB�
IBE�CFDPNF�B�DPNNFSDJBM�PJM�QSPEVDFS�BOE�FYQPSUFS��5IF�QSFWBJMJOH�FDPOPNJD�TUBCJMJUZ�BOE�UIF�
FVQIPSJB�PWFS�UIF�TUBSU�PG�PJM�QSPEVDUJPO�GVFMFE�QPTJUJWF�JOWFTUPS�TFOUJNFOUT�ESBXJOH�JO�JODSFBTFE�
'%*�BOE�QPSUGPMJP�JOWFTUNFOUT�UIBU�FOBCMFE�UIF�SFBMJ[BUJPO�PG�CBMBODF�PG�QBZNFOUT�TVSQMVTFT�BOE�
JODSFBTFT�JO�JOUFSOBUJPOBM�SFTFSWFT�JO�CPUI������BOE������
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PO� UIF�CBDL� PG� GBWPSBCMF� UFSNT�PG� USBEF�XIJMF� '%*� BOE�PUIFS� DBQJUBM� nPXT� SFNBJOFE�IFBMUIZ�
CPPTUJOH�UIF�CBMBODF�PG�QBZNFOUT�UP�B�TVSQMVT�PG�64�����CJMMJPO�GSPN�UIF�QSFWJPVT�ZFBS�T�TIPSUGBMM��
5IF�TVSQMVT�XBT�VTFE�UP�TIPSF�VQ�UIF�GPSFJHO�SFTFSWFT�XIJDI�HSFX�UP�64�����CJMMJPO�	����NPOUIT�
PG�JNQPSUT
�JO������GSPN�64�����CJMMJPO�	����NPOUIT�PG�JNQPSUT
�JO�������

5IF�NBDSPFDPOPNJD�NFBTVSFT�BOE�TJHOJmDBOU� SFEVDUJPO�PG�FYUFSOBM� JNCBMBODFT�TUFNNFE� UIF�
DFEJ�T�EFQSFDJBUJPO�BGUFS�+VMZ������BOE� JO� UIF� MBTU�mWF�NPOUIT�PG� UIF�ZFBS� UIF�FYDIBOHF� SBUF�
BQQSFDJBUFE�CZ������UP�()�������QFS�EPMMBS�USJNNJOH�JUT�MPTTFT�GPS�UIF�ZFBS�UP��������*OnBUJPO�
GPMMPXFE�TVJU�XJUI�B�EFDMJOF�GSPN�JUT�QFBL�PG�������JO�+VOF�UP�������JO�%FDFNCFS��

5IF�FYDIBOHF�SBUF�XBT�CSPBEMZ�TUBCMF�JO�����������BEWBODJOH�GSPN�()�������QFS�EPMMBS�UP�
()�������	�����EFQSFDJBUJPO
�EVSJOH�UIF�UXP�ZFBS�QFSJPE��"GUFS�UIF�ZFBS�PO�ZFBS�EFQSFDJBUJPO�
IBE�QFBLFE�BU�������JO�.BZ������JU�ESPQQFE�UP�����JO�%FDFNCFS�BOE�TXVOH�UP�B�ZFBS�PO�ZFBS�
BQQSFDJBUJPO�PG������JO�+VOF�������5IF�DFEJ�TVCTFRVFOUMZ�GBDFE�EFQSFDJBUPSZ�QSFTTVSF�JO�UIF�MBTU�
RVBSUFS�PG�UIF�ZFBS�XIJDI�DBVTFE�JU�UP�TMJEF�UP�B������ZFBS�PO�ZFBS�EFQSFDJBUJPO�JO�%FDFNCFS�
�������*O�UIF�mSTU�RVBSUFS�PG������UIF�ZFBS�PO�ZFBS�EFQSFDJBUJPO�SFBDIFE������UIFO�FBTFE�UP�
�����JO�UIF�TFDPOE�RVBSUFS�XFOU�VQ�BHBJO�UP������JO�4FQUFNCFS�CFGPSF�mOJTIJOH�UIF�ZFBS�BU�
������

������3FTUPSBUJPO�PG�4UBCJMJUZ�UISPVHI�%JTDJQMJOFE�1PMJDJFT�BOE�*ODSFBTFE�$POmEFODF�
2010-2011

Source: Bank of Ghana data

The rate of consumer price inflation was in single digits for 31 consecutive months, starting from June 2010 to December 
2012.
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Table 8: Main Fiscal, Monetary and External Sector Aggregates, 2010-2011

Source: Ministry of Finance, Bank of Ghana, World Bank and IMF data 

*O������UIF�DFEJ�TVGGFSFE�B�NBKPS�KPMU�JO�USBEJOH�EVSJOH�UIF�mSTU�UXP�RVBSUFST�PG�UIF�ZFBS�MPTJOH�
�����BOE������PG�JUT�WBMVF�JO�UIF�SFTQFDUJWF�QFSJPET��*O�ZFBS�PO�ZFBS�UFSNT�UIF�FYDIBOHF�SBUF�
TMJE�GSPN�B�EFQSFDJBUJPO�PG������BT�BU�%FDFNCFS������UP�������JO�+VOF�������*O�ZFBS�UP�EBUF�
UFSNT�UIF�SBUF�PG�EFQSFDJBUJPO�XJUIJO�UIF�TJY�NPOUI�QFSJPE�XBT��������5IJT�XBT�UIF�DVSSFODZ�T�
XFBLFTU�QFSGPSNBODF�TJODF�UIF�TBNF�QFSJPE�PG�������#VU�VOMJLF������UIJT�UJNF�UIF�HPWFSONFOU�T�
mTDBM�QPTJUJPO�XBT�NVDI�IFBMUIJFS�BOE�TFFNFE�OPU�UP�CF�B�TJHOJmDBOU�GBDUPS�CFIJOE�UIF�EFQSFDJB-

UJPO��.POFUBSZ�QPMJDZ�PO�UIF�PUIFS�IBOE�DPVME�OPU�CF�BCTPMWFE�PG�CMBNF�BT�UIF�FMFWBUFE�NPOFZ�
TVQQMZ�HSPXUI�SBUFT�BWFSBHJOH������� JO� UIF�TFDPOE�BOE� UIJSE�RVBSUFST�PG������BQQFBSFE� UP�
IBWF�DSFBUFE�B�MJRVJEJUZ�PWFSIBOH�XIJDI�HJWFO�XFBL�TUFSJMJ[BUJPO�BOE�MPX�ZJFMET�PO�DFEJ�BTTFUT�
IBE�CFFO�DIBOOFMFE�JOUP�UIF�GPSFJHO�FYDIBOHF�NBSLFU�FYBDFSCBUJOH�TFBTPOBM�GPSFJHO�DVSSFODZ�
EFNBOE�QSFTTVSFT�	.JOJTUSZ�PG�'JOBODF�������*.'�����
�

������"�1FSJPE�PG�*OTUBCJMJUZ�BOE�B�.PEFSBUJPO����������

"MUIPVHI�UIF�CVEHFU�DBNF�VOEFS�QSFTTVSF�JO������DBVTJOH�B�TMJHIU�JODSFBTF�JO�UIF�EFmDJU�UIF�
TUSPOH�mTDBM�DPOTPMJEBUJPO�CFHVO�JO������DPOUJOVFE�JO������XJUI�B�TUSPOH�SFWFOVF�PVUUVSO�JO�CPUI�
UIF�PJM�BOE�OPO�PJM�TFDUPST�CVUUSFTTFE�CZ�B�NBKPS�VQXBSE�SFWJTJPO�UP�UIF�DPVOUSZ�T�(%1�EBUB�GSPN�
�����XIJDI�OBSSPXFE�UIF�EFmDJU�SBUJPT�UP������PG�(%1�JO�����������JO������BOE������JO������

"GUFS�CFJOH�TIBSQMZ�UJHIUFOFE�JO�UIF�mSTU�IBMG�PG������NPOFUBSZ�QPMJDZ�XBT�DBSFGVMMZ�MPPTFOFE�GSPN�
MBUF������UP�FOBCMF�(%1�HSPXUI�XIJDI�IBE�GBMMFO�JOJUJBMMZ�EVF�UP�UIF�mTDBM�BEKVTUNFOU�BOE�HMPCBM�
FDPOPNJD�SFDFTTJPO�UP�SFDPWFS��.POFZ�TVQQMZ�HSPXUI�DPOTFRVFOUMZ�JODIFE�VQ�UP�������JO������
CVU�XBT�XFMM�XJUIJO�SFBTPOBCMF�IJTUPSJDBM�MJNJUT�BOE�EFWPJE�PG�DFOUSBM�CBOL�EFmDJU�mOBODJOH��"EEJ-
UJPOBM�QPMJDZ�FBTJOH�XBT�FNCBSLFE�VQPO�JO������BNJE�CVPZBOU�FDPOPNJD�HSPXUI�BOE�EFDMJOJOH�
JOnBUJPO�BOE� JOnBUJPO�FYQFDUBUJPOT�� *O� UIF�TFDPOE�BOE� UIJSE�RVBSUFST�PG������ MJRVJEJUZ�HSPXUI�
FYDFFEFE�����BT�BHHSFHBUF�EFNBOE�BMSFBEZ�MJGUFE�BQQSFDJBCMZ�CZ�PJM�BOE�PJM�MJOLFE�FDPOPNJD�
BDUJWJUJFT�XBT�GVSUIFS�CPMTUFSFE�CZ�UIF�TPGU�NPOFUBSZ�QPMJDZ�TUBODF��%FTQJUF�NPOFZ�TVQQMZ�HSPXUI�
EFDFMFSBUJOH� UP� ������ JO� UIF� GPVSUI� RVBSUFS� FBTZ� MJRVJEJUZ� DPOEJUJPOT� QFSTJTUFE� DSFBUJOH�����������
DIBMMFOHFT�GPS�FYDIBOHF�SBUF�NBOBHFNFOU�JO������	*.'�����
�
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5IF�EFNBOE�QSFTTVSFT�IBE�BDUVBMMZ�CVJMU�VQ�GSPN�UIF�MBTU�UISFF�NPOUIT�PG������XIFO�UIF�DVSSFOU�
BDDPVOU�EFmDJU�DMJNCFE�UP�B�UIFO�RVBSUFSMZ�SFDPSE�PG�64�����CJMMJPO�������MBSHFS�UIBO�UIF�UPUBM�
EFmDJU� GPS� UIF� mSTU� UISFF� RVBSUFST� PG� UIF� ZFBS�� � 4VGmDJFOU� OFU� DBQJUBM� JOnPXT� IBE� MJNJUFE� UIF�
JNNFEJBUF�JNQBDU�PO�UIF�FYDIBOHF�SBUF�CVU�JO�FBSMZ������JOnPXT�XFSF�XFBL�EVF�UP�UIF�FVSP�[POF�
DSJTJT�BOE�JUT�DPOUBHJPO�FGGFDUT�	#BOL�PG�(IBOB�"QSJM�����
��5IJT�CSPVHIU�EPXO�UIF�DVSSFODZ�BOE�
GPSFJHO�SFTFSWFT�TIBSQMZ��

"OPUIFS� GBDUPS� UIBU� BQQFBSFE� UP� IBWF� DPOUSJCVUFE� UP� UIJT� FQJTPEF� PG� EFQSFDJBUJPO� XBT� UIBU�
JOWFTUPST�CFDBNF�DPODFSOFE�BCPVU�UIF�HPWFSONFOU�T�BCJMJUZ�UP�NBJOUBJO�mTDBM�EJTDJQMJOF�JO�UIF�
MFBE�VQ�UP�UIF������FMFDUJPOT�HJWFO�(IBOB�T�IJTUPSZ�PG�mTDBM�TMJQQBHFT�JO�FMFDUJPO�ZFBST�EVSJOH�
UIF�'PVSUI�3FQVCMJD��5IJT�TFFNFE�UP�IBWF�TIJGUFE�QSFGFSFODFT�BXBZ�GSPN�DFEJ�UP�EPMMBS�BTTFUT�
BOE�DPOUSJCVUFE�UP�UIF�XFBLFOJOH�PG�UIF�EPNFTUJD�DVSSFODZ��5IF�#BOL�PG�(IBOB�BDUVBMMZ�SFQPSUFE�
BU� UIF� UJNF� UIBU� UIFSF� XBT� B� IJHI� SBUF� PG� SFEFNQUJPO� PG� EPNFTUJD� EFCU� TFDVSJUJFT� CZ� GPSFJHO�
JOWFTUPST�	#BOL�PG�(IBOB�'FCSVBSZ�����
��

"T�UIF�DVSSFODZ�GFMM�NPOFUBSZ�QPMJDZ�RVJDLMZ�SFWFSTFE�UP�B�UJHIU�TUBODF�BOE�UIF�QPMJDZ�SBUF�XBT�
IJLFE�CZ�����QFSDFOUBHF�QPJOUT�UP�����JO�UIF�mSTU�GPVS�NPOUIT�PG�������"EEJUJPOBM�NFBTVSFT�XFSF�
UBLFO�UP�JNQSPWF�GPSFJHO�FYDIBOHF�TVQQMZ�BOE�XJUIESBX�FYDFTT�DFEJ�MJRVJEJUZ�GSPN�UIF�FDPOPNZ��
5IFTF�JODMVEFE�B�GSFTI�SFRVJSFNFOU�GPS�CBOLT�UP�IPME�NBOEBUPSZ�SFTFSWFT�GPS�GPSFJHO�DVSSFODZ�
EFQPTJUT�JO�DFEJT�SBUIFS�UIBO�EPMMBST��B�SFEVDUJPO�JO�CBOLT��OFU�PQFO�GPSFY�QPTJUJPO�MJNJUT����GSPN�
����UP�����PO�TJOHMF�DVSSFODZ�BOE�GSPN�����UP�����PO�BHHSFHBUF�FYQPTVSFT��UIF�SFJOUSPEVDUJPO�
PG�#BOL�PG�(IBOB�CJMMT�BU�����UP����EBZ�UFOPST�UP�NPQ�VQ�FYDFTT�MJRVJEJUZ��BOE�B�SFRVJSFNFOU�GPS�
CBOLT�UP�QSPWJEF������DPWFS�GPS�BMM�WPTUSP�BDDPVOUT�UP�CF�IFME�CZ�UIF�DFOUSBM�CBOL���
  

21

22

��

Source: Bank of Ghana data

For the whole of 2011, the current account gap was 9.0% of GDP, up from 8.6% in 2010 and 6.2% in 2009.21

The net open forex position is the difference between a bank’s assets and liabilities in a foreign currency (single exposure) or 
all foreign currencies (aggregate exposure).

22

A vostro account is an account held by a local bank for a foreign correspondent.23

3
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"JEFE�CZ�B�QJDL�VQ�JO�GPSFJHO�DBQJUBM�nPXT�UIF�NFBTVSFT�XIJDI�CSPVHIU�EPXO�MJRVJEJUZ�HSPXUI�JO�
����� UP�������TVDDFFEFE� JO�IBMUJOH� UIF�EFQSFDJBUJPO� JO� UIF�TFDPOE�IBMG�PG� UIF�ZFBS�XJUI� UIF�
ZFBS�PO�ZFBS� MPTTFT� CFJOH� XIJUUMFE� EPXO� UP� ������ JO� %FDFNCFS� GSPN� B� QFBL� PG� ������ JO�
+VMZ�"VHVTU�� 0WFS� UIF� DPVSTF� PG� UIF� ZFBS� UIF� FYDIBOHF� SBUF� NPWFE� GSPN� ()������� UP�
()�������QFS�EPMMBS����

"GUFS�SFDPWFSJOH�JO�UIF�TFDPOE�IBMG�PG������UIF�FYDIBOHF�SBUF�NBJOUBJOFE�CSPBE�TUBCJMJUZ�JO�UIF�
mSTU� UISFF� RVBSUFST� PG� ������ 5IF� SBUF� PG� EFQSFDJBUJPO� TMPXFE� EPXO� DPOUJOVPVTMZ� GSPN� ������
ZFBS�PO�ZFBS�JO�%FDFNCFS������UP������JO�4FQUFNCFS�������%FWFMPQNFOUT�JO�UIF�WBMVF�PG�UIF�
DVSSFODZ�GSPN�UIF�MBTU�RVBSUFS�PG������IPXFWFS�NBSLFE�UIF�CFHJOOJOH�PG�B�QSPUSBDUFE�NBTTJWF�
EFQSFDJBUJPO�MBTUJOH�VOUJM�UIF�mSTU�IBMG�PG�������

29

Source: Bank of Ghana data

�������'SFTI�%FQSFDJBUJPO�JO�UIF�8BLF�PG�/FX�*NCBMBODFT�BOE�)FJHIUFOFE�&DPOPNJD�6ODFS-
UBJOUZ����������

'SPN�UIF�MBTU�RVBSUFS�PG������UP�UIF�mSTU�IBMG�PG������B�QFSJPE�PG����NPOUIT�UIF�FYDIBOHF�SBUF�
TVGGFSFE�B�HSFBU�EFBM�PG� JOTUBCJMJUZ�BOE�EFQSFDJBUJPO� UIBU�IBE�OPU�PDDVSSFE�PO� UIF�TBNF�TDBMF�
TJODF������������"GUFS�UIF�ZFBS�PO�ZFBS�EFQSFDJBUJPO�IBE�EFDMJOFE�GSPN�������JO�"VHVTU������UP�
����� JO�"VHVTU������ JU� BDDFMFSBUFE� UP������� JO�%FDFNCFS�� *O� UIF� SVO�VQ� UP� UIJT�QMVOHF� UIF�
DVSSFOU� BDDPVOU� EFmDJU� IBE� KVNQFE� UP� JUT� IJHIFTU� FWFS� MFWFM� PO� B� RVBSUFSMZ� CBTJT� JO�
+VMZ�4FQUFNCFS������ UPVDIJOH�64�����CJMMJPO�PS������PG�(%1��5IJT� MBSHF�EFmDJU�PWFS�B�TIPSU�
QFSJPE�QVU� FOPSNPVT�QSFTTVSF� PO� UIF� FYDIBOHF� SBUF� BOE�CZ� UIF� FOE�PG� ����� UIF� DFEJ� IBE�
XFBLFOFE�UP�()�������GSPN�()�������QFS�EPMMBS�JO������

5IF� WBMVF� PG� UIF� DFEJ� EFDMJOFE�NPSF� SBQJEMZ� GSPN� +BOVBSZ�4FQUFNCFS� ����� XJUI� UIF� SBUF� PG�
FYDIBOHF�IJUUJOH�()�������QFS�EPMMBS�BU�UIF�FOE�PG�UIF�QFSJPE��5IJT�NFBOU�B�MPTT�PG�������PWFS�
UIF�OJOF�NPOUI�QFSJPE�PS�������JO�ZFBS�PO�ZFBS�UFSNT��5IF�TQFFE�BOE�TJ[F�PG�UIF�GBMM�FTQFDJBMMZ�
JO�UIF�mSTU�RVBSUFS�PG�UIF�ZFBS�TUJSSFE�VQ�DPODFSO�BNPOH�QPMJDZNBLFST�BOE�NPWFE�UIF�DFOUSBM�
CBOL� UP� SFBDU� XJUI� VOVTVBM� IFBWZ�IBOEFEOFTT� CZ� JOUSPEVDJOH� B� TUSJOH� PG� GPSFJHO� FYDIBOHF�
DPOUSPMT� JO� 'FCSVBSZ� ������ 5IJT� BDUJPO� XBT� UBLFO� JO� BEEJUJPO� UP� DPOWFOUJPOBM� JOUFSFTU�SBUF�
UJHIUFOJOH�BOE�XBT�CBTFE�PO�UIF�CFMJFG�UIBU�UIF�EFQSFDJBUJPO�IBE�FYDFFEFE�MFWFMT�KVTUJmFE�CZ�
fundamentals.  
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"NPOH� PUIFS� SFTUSJDUJPOT� UIF� DFOUSBM� CBOL� MJNJUFE� PWFS�UIF�DPVOUFS� XJUIESBXBMT� GSPN� GPSFJHO�
DVSSFODZ�BDDPVOUT�IFME�JO�UIF�CBOLJOH�TZTUFN�UP�64������QFS�USBOTBDUJPO�BOE�CBOOFE�UIF�VTF�
PG�DIFRVFT�PO� UIFTF�BDDPVOUT��#BOLT�XFSF�BMTP�PSEFSFE� UP�TUPQ�BEWBODJOH� GPSFJHO�DVSSFODZ�
MPBOT� UP� OPO�GPSFJHO�DVSSFODZ�FBSOJOH� DVTUPNFST� XIJMF� FYQPSUFST� XFSF� PCMJHFE� UP� TFMM� UIFJS�
GPSFJHO�FYDIBOHF�FBSOJOHT� JNNFEJBUFMZ�VQPO� SFDFJQU� UP� UIFJS�CBOLT�BU�B�mYFE�TQSFBE�PO� UIF�
JOUFSCBOL�FYDIBOHF�SBUF���5IF�NFBTVSFT�NFU�B�IVHF�CBDLMBTI�GSPN�UIF�QVCMJD�BOE�UIF�DFOUSBM�
CBOL�DJUJOH�VOJOUFOEFE�DPOTFRVFODFT�PG�UIF�QPMJDJFT�SFWFSTFE�BMNPTU�BMM�PG�UIFN�JO�+VOF�"V-

HVTU�������.FBOXIJMF�UIF�FYDIBOHF�SBUF�TUBCJMJ[FE�JO�UIF�MBTU�RVBSUFS�PG������FOEJOH�UIF�ZFBS�
BU�()�������QFS�EPMMBS�PO�UIF�CBDL�PG�JODSFBTFE�EPMMBS�MJRVJEJUZ�GSPN�B�OFXMZ�JTTVFE�&VSPCPOE�
BOE�UIF�BOOVBM�JOUFSOBUJPOBM�DPDPB�DSFEJU�GBDJMJUZ��/POFUIFMFTT�UIF�DFEJ�T�PWFSBMM�EFDMJOF�JO������
PG�������XBT�UIF�XPSTU�TJODF�������

5IF�SFMBUJWF�TUBCJMJUZ�UIBU�QSFWBJMFE�JO�UIF�MBTU�UISFF�NPOUIT�PG������QSPWFE�UP�CF�TIPSU�MJWFE�BOE�
UIF� DVSSFODZ� SFUVSOFE� UP� EFQSFDJBUJPO� JO� UIF� mSTU� IBMG� PG� ����� MPTJOH� ������ PG� JUT� WBMVF�� *O�
ZFBS�PO�ZFBS�UFSNT�UIF�EFQSFDJBUJPO�XBT�������BOE�JO�UIPTF�TJY�NPOUIT�UIF�EPMMBS�XFOU�GSPN�
CVZJOH�()�������PO�+BOVBSZ���UP�()�������PO�+VOF�����"GUFS�IJUUJOH�UIJT�GSFTI�MPX�UIF�DFEJ�
SBMMJFE�TVEEFOMZ�UP�()�������QFS�EPMMBS�PO�+VMZ����SFDPVQJOH�NPTU�PG�UIF�MPTTFT�JU�IBE�TVGGFSFE�
JO�UIF�mSTU�IBMG�PG�UIF�ZFBS��5XP�GBDUPST�BQQFBSFE�UP�IBWF�CFFO�CFIJOE�UIJT�TVEEFO�SFWFSTBM�PG�
GPSUVOF��5IF�mSTU�XBT�UIF�DFOUSBM�CBOL�T�BOOPVODFNFOU�PG�JUT�JOUFOUJPO�UP�JOKFDU�64����NJMMJPO�EBJMZ�
JOUP� UIF� GPSFJHO� FYDIBOHF� NBSLFU� UP� TBUJTGZ� UIF� FMFWBUFE� EFNBOE� GPS� EPMMBST� BOE� RVFMM���������������
TQFDVMBUJPO�� "MUIPVHI� UIJT� OFWFS� BDUVBMMZ� IBQQFOFE� UIF� iBOOPVODFNFOU� FGGFDUw� PG� UIF�NPWF�
BQQFBSFE�UP�IBWF�TIJGUFE�FYQFDUBUJPOT�JO�UIF�EJSFDUJPO�PG�BO�JNNJOFOU�BQQSFDJBUJPO�PG�UIF�DFEJ�
XIJDI� UFNQFSFE�TQFDVMBUJWF�EPMMBS�EFNBOE��5IF�TFDPOE� GBDUPS�XBT� UIF�QSPOPVODFNFOU�CZ�B�
WJTJUJOH�*.'�NJTTJPO�PO�+VOF����UIBU�UIF�DPVOUSZ�T�UISFF�NPOUI�PME�mTDBM�DPOTPMJEBUJPO�QSPHSBN�
XJUI�UIF�'VOE�XBT�PO�USBDL��)BWJOH�USJFE�TJODF������XJUIPVU�TVDDFTT�UP�DPOWJODF�NBSLFUT�PG�JUT�
DPNNJUNFOU� UP� mTDBM� SFDUJUVEF� UIF�HPWFSONFOU� mOBMMZ�HBJOFE�B�NPEJDVN�PG� DSFEJCJMJUZ� GPS� JUT�
QPMJDJFT�GPMMPXJOH�UIF�*.'�NJTTJPO�T�DPNNFOEBUJPO�PG� JUT�QFSGPSNBODF�JO�UIF�mSTU�SFWJFX�PG�UIF�
QSPHSBN��

*O�"VHVTU�IPXFWFS�UIF�DFEJ�SFUSFBUFE�BHBJO�UP�()�������QFS�EPMMBS�CVU�TUSFOHUIFOFE�B�MJUUMF�JO�
4FQUFNCFS�CFGPSF�TUBCJMJ[JOH�CFUXFFO�()��������������GPS�UIF�SFTU�PG�UIF�ZFBS��5IF�TUBCJMJUZ�JO�
UIF� MBTU� GPVS�NPOUIT�PG� UIF�ZFBS�XIJDI�XBT�VOEFSQJOOFE�CZ� JOnPXT� GSPN�B����ZFBS�&VSPCPOE�
JTTVFE�JO�0DUPCFS�BOE�UIF�BOOVBM�GPSFJHO�MPBO�GPS�DPDPB�QVSDIBTFT�CSPVHIU�NVDI�SFMJFG�UP�UIF�
NBSLFU��#Z�FOE�%FDFNCFS������UIF�DVSSFODZ�T�ZFBS�PO�ZFBS�EFQSFDJBUJPO�XBT�������DPNQBSFE�
XJUI�������BU�UIF�FOE�PG�+VOF�XIJMF�UIF�BWFSBHF�EFQSFDJBUJPO�SBUF�GPS�UIF�ZFBS�XBT�������

5IF� NBKPS� GBDUPST� BU� UIF� DPSF� PG� UIF� DVSSFODZ�T� SBNQBOU� GBMM� JO� ���������� XFSF� B� NBSLFE���������������
EFUFSJPSBUJPO�JO�UIF�mTDBM�BOE�FYUFSOBM�QPTJUJPOT�XFBLFOFE�FDPOPNJD�DPOmEFODF�BT�B�SFTVMU�PG�
TMPXJOH�(%1�HSPXUI�BOE�EFUFSJPSBUJOH�QVCMJD�EFCU�EZOBNJDT��"GUFS� UISFF�ZFBST�PG� UJHIU�mTDBM�
QPMJDJFT�TJ[FBCMF�mTDBM�JNCBMBODFT�SFFNFSHFE�JO������BOE�QFSTJTUFE�JO������������*O������UIF�
CVEHFU� EFmDJU� DMJNCFE� UP� ������ PG� (%1� GSPN� ����� JO� ������ %PVCMF�EJHJU� EFmDJUT� XFSF� BMTP�
SFDPSEFE�JO������	������PG�(%1
�BOE������	������PG�(%1
��5IF�DFOUSBM�CBOL�T�SPMF�JO�mOBODJOH�
UIFTF�EFmDJUT�XBT�OPU�JOTJHOJmDBOU�SFTVMUJOH�JO�B��������KVNQ�JO�JUT�OFU�DMBJNT�PO�HPWFSONFOU�
GSPN� ����� UP� ����� DPNQBSFE� XJUI� B� ������ JODSFBTF� JO� UIF� QSFWJPVT� UISFF�ZFBS� QFSJPE�
	���������
��5IF�IJHI�EFmDJU�mOBODJOH�CZ�UIF�#BOL�PG�(IBOB�BMTP�DPNQMJDBUFE�NPOFUBSZ�QPMJDZ�
JNQMFNFOUBUJPO�TVDI�UIBU�CZ������NPOFZ�TVQQMZ�IBE�SFUVSOFE�UP�BO�FYQBOTJPOBSZ�QBUI�EFTQJUF�
TFWFSBM�SPVOET�PG���JOUFSFTU�SBUF�UJHIUFOJOH�TJODF�UIF�CFHJOOJOH�PG���������

Money supply growth fell in 2012 (24.3%) and 2013 (19.1%), but surged in 2014 (36.8%), the highest increase since 2008. 24
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"�DPOTFRVFODF�PG�UIF�mTDBM�FYQBOTJPO�XBT�NPVOUJOH�QVCMJD�EFCU���"U�UIF�FOE�PG������UIF�TUPDL�
PG�QVCMJD�EFCU�TUPPE�BU�()�����CJMMJPO�PS�������PG�(%1��5IF�EFCU�FTDBMBUFE�UP�BMNPTU�()�����
CJMMJPO�BU�FOE������SFQSFTFOUJOH�������PG�(%1�BOE�SBNQFE�VQ�UP�()100.2 billion at end-De-

DFNCFS������FRVJWBMFOU�UP�������PG�(%1��8JUI�UIJT�SBQJE�EFCU�CVJME�VQ�JOUFSFTU�QBZNFOUT�XFOU�
PVU�PG�UIF�SPPG�DMJNCJOH�GSPN�()����CJMMJPO�JO������UP�()����CJMMJPO�JO�������*O�(%1�UFSNT�UIF�
JOUFSFTU�CVSEFO�NPSF�UIBO�EPVCMFE�GSPN������JO������UP������JO�������5BLFO�BT�B�TIBSF�PG�UPUBM�
HPWFSONFOU�EPNFTUJD�SFWFOVF�JOUFSFTU�QBZNFOUT�SPTF�GSPN�������JO������UP�������JO�������

5IFTF� BEWFSTF� EFCU� EZOBNJDT� GVFMFE� OFHBUJWF� TFOUJNFOUT� PO� (IBOB�T� DSFEJUXPSUIJOFTT� BOE�
DBVTFE�UIF�DPVOUSZ�T�DSFEJU�SBUJOHT�UP�CF�EPXOHSBEFE��5IF�XFBLFOFE�TFOUJNFOUT�VOEFSNJOFE�
UIF� WBMVF� PG� UIF� DFEJ� BT� JOWFTUPST� QBSUJDVMBSMZ� UIPTF� CBTFE� PGGTIPSF� CFDBNF�NPSF� DBVUJPVT�
BCPVU�CVZJOH�DFEJ�EFOPNJOBUFE�BTTFUT��

"�TJHO�PG�UIJT�XBT�UIF�EJNJOJTIJOH�TIBSF�PG�(IBOB�T�EPNFTUJD�QVCMJD�EFCU�IFME�CZ�GPSFJHO�JOWFT-

UPST��5IJT�IBE�SJTFO�DPOTJTUFOUMZ�GSPN������JO������UP�������JO������CVU�TUBSUFE�EJQQJOH�JO������
FWFOUVBMMZ�SFBDIJOH�������JO�CPUI������BOE�������"T�GPSFJHO�JOWFTUPST�QPVSFE�MFTT�NPOFZ�JOUP�
DFEJ�BTTFUT�UIF�FYDIBOHF�SBUF�EJE�OPU�CFOFmU�GSPN�UIF�MFWFM�PG�JOnPXT�JU�IBE�SFDFJWFE�QSFWJPVTMZ�
GSPN�UIJT�TPVSDF�DPOUSJCVUJOH�UP�JUT�GBMM�

0O� UIF� DPVOUSZ�T� FYUFSOBM� QPTJUJPO� UIJT� EFUFSJPSBUFE� GSPN� ����� PO� BDDPVOU� PG� XJEF� DVSSFOU�
BDDPVOU�EFmDJUT� GPS�XIJDI�UIF�BWBJMBCMF�mOBODJOH�XBT� JOBEFRVBUF� MFBEJOH�UP�CBMBODF�PG�QBZ-

NFOUT�TIPSUGBMMT�TUBHOBOU�HSPTT�GPSFJHO�SFTFSWFT�BOE�EXJOEMJOH�OFU�GPSFJHO�SFTFSWFT��.JSSPSJOH�
UIF�TJ[F�PG�UIF�mTDBM�EFmDJU�UIF�DVSSFOU�BDDPVOU�EFmDJU�JODSFBTFE�GSPN������PG�(%1�JO������UP�
������JO������BOE�������JO�������*O�OPNJOBM�UFSNT�UIF�EFmDJU�SPTF�GSPN�64�����CJMMJPO�JO������
UP�64�����CJMMJPO� JO������BOE�64�����CJMMJPO� JO�������%FTQJUF�TUSPOH� GPSFJHO�EJSFDU� JOWFTUNFOU�
	'%*
�UPUBM�mOBODJBM�BOE�DBQJUBM�JOnPXT�XFSF�JOTVGmDJFOU�UP�QMVH�UIF�TIPSUGBMMT�ZJFMEJOH�DPOTFDV-

UJWF�CBMBODF�PG�QBZNFOUT�EFmDJUT�JO������BOE�������*O������BOE������UIF�DVSSFOU�BDDPVOU�HBQ�
OBSSPXFE�UP�64�����CJMMJPO�	�����PG�(%1
�BOE�64�����CJMMJPO�	�����PG�(%1
�SFTQFDUJWFMZ�PXJOH�
UP�B�TUFFQ� JNQPSU�DPOUSBDUJPO�DPNQFMMFE�CZ� UIF�DFEJ�T�EFQSFDJBUJPO��)PXFWFS� UIF�DBQJUBM�BOE�
mOBODJBM� BDDPVOU� TVSQMVT� BMTP� GFMM� GSPN�64����� CJMMJPO� JO� ����� UP� 64����� CJMMJPO� JO� ����� BOE�
64�����CJMMJPO������BT�OFU�PGmDJBM�BOE�QSJWBUF�DBQJUBM�nPXT�DPOUSBDUFE�SFTVMUJOH�JO�UXP�BEEJUJPOBM�
ZFBST�PG�CBMBODF�PG�QBZNFOUT�EFmDJUT�BMCFJU�MPXFS�UIBO�JO������BOE�������

5IF�EFmDJUT�IJOEFSFE�UIF�DFOUSBM�CBOL�T�BCJMJUZ�UP�CVJME�VQPO�JUT�TUPDL�PG�HSPTT�SFTFSWFT�XIJDI�
TUBHOBUFE�BSPVOE������MFWFMT��.PSF�DPODFSOJOH�IPXFWFS�XBT�UIF�TJUVBUJPO�XJUI�UIF�TUPDL�PG�OFU�
GPSFJHO�SFTFSWFT�XIJDI�NFBTVSFT�UIF�HSPTT�SFTFSWFT�FYDMVEJOH�TIPSU�UFSN�GPSFJHO�MJBCJMJUJFT�BOE�
JT� FTTFOUJBMMZ� UIF� MJNJU� UP� XIJDI� UIF� DFOUSBM� CBOL� DBO� VUJMJ[F� JUT� SFTFSWF� CVGGFST� UP� NBOBHF�
FYDIBOHF�SBUF�nVDUVBUJPOT��5IF�EFDMJOJOH�MFWFM�PG�UIJT�JOEJDBUPS�FYQPTFE�UIF�JODSFBTF�JO�UIF�FDPO-

PNZ�T�WVMOFSBCJMJUZ�UP�FYUFSOBM�mOBODJBM�TIPDLT��0O�B�RVBSUFSMZ�BWFSBHF�CBTJT�UIF�OFU�SFTFSWFT�
DBNF�EPXO�GSPN�64�����CJMMJPO�JO������UP�64�����CJMMJPO�JO�������*O������JU�JODSFBTFE�TMJHIUMZ�UP�
64�����CJMMJPO�CVU�GFMM�UP�64�����CJMMJPO�JO������BOE�BHBJO�UP�64�����CJMMJPO�JO�������*O�UFSNT�PG�
JNQPSU�DPWFS�UIJT�SFQSFTFOUFE�B�EFDMJOF�GSPN�����NPOUIT�UP�����NPOUIT�CFUXFFO������BOE�������
5IF�EFQMFUJPO�JO�BWFSBHF�OFU�GPSFJHO�SFTFSWFT�IFME�CZ�UIF�DFOUSBM�CBOL�NFBOU�MFTT�mSFQPXFS�GPS�
UIF�DFOUSBM�CBOL�UP�JOUFSWFOF�JO�UIF�GPSFJHO�FYDIBOHF�NBSLFU�UP�NJUJHBUF�UIF�DVSSFODZ�T�TMJEF���
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5IF�TIBSQ�FYDIBOHF�SBUF�EFQSFDJBUJPO�JO���������XBT�EFUSJNFOUBM�UP�UIF�FDPOPNZ�BT�JU�TUPLFE�
JOnBUJPO�XIJDI�DMJNCFE�GSPN�BO�BWFSBHF�PG������JO������UP�������JO������JODSFBTFE�CVTJOFTT�
SJTLT� DPOUSJCVUFE� UP� SJTJOH� EPNFTUJD� JOUFSFTU� SBUFT� BOE� QVCMJD� EFCU�TFSWJDF� QBZNFOUT� BOE�
EBNBHFE�DPOmEFODF�BOE�FDPOPNJD�HSPXUI�

Source: Ministry of Finance, Bank of Ghana, World Bank and IMF data

Table 9: Main Fiscal, Monetary and External Sector Aggregates, 2012-2015

0OF�DPODMVTJPO�UIBU�FNFSHFT�GSPN�UIF�EJTDVTTJPO�BCPWF�JT�UIBU�(IBOB�T�FYQFSJFODF�XJUI�nFYJCMF�
FYDIBOHF�SBUFT�IBT�CFFO�NPSF�SPVHI�	WPMBUJMF�VOTUBCMF
�UIBO�TNPPUI�	TUBCMF
�B�TJUVBUJPO�UIBU�IBT�
VOEFSNJOFE�FDPOPNJD�QFSGPSNBODF�BU�WBSJPVT�UJNFT��'PS�NVDI�PG�UIF�mSTU�EFDBEF�TJODF������
UIF�FYDIBOHF�SBUF�XBT�WPMBUJMF�BOE�EFQSFDJBUFE�BU�B�GBTU�QBDF��5IJT�QFSJPE�XBT�TVDDFFEFE�CZ�
IBMG�B�EFDBEF�	���������
�PG�SFMBUJWF�TUBCJMJUZ��)PXFWFS�UIJT�XBT�JOUFSSVQUFE�JO�����������XIFO�
UIF�FYDIBOHF�SBUF�GFMM�TUFFQMZ��5IFO�GPMMPXFE�GPVS�ZFBST�	���������
�JO�XIJDI�UIF�DFEJ�XBT�MBSHFMZ�
TUBCMF�BMCFJU�XJUI�FQJTPEFT�PG�TIBSQ�EFQSFDJBUJPO�JO�UIF�mSTU�IBMG�PG������BOE�UIF�MBTU�RVBSUFS�PG�
������'SPN�UIF�MBTU�RVBSUFS�PG������UP�UIF�FOE�PG������UIF�FYDIBOHF�SBUF�FYQFSJFODFE�B�IJHI�
MFWFM�PG�JOTUBCJMJUZ�BOE�EFQSFDJBUJPO�UIBU�IBE�OPU�CFFO�XJUOFTTFE�TJODF�����������

-PPLJOH�CSPBEMZ�BU�UIF�QPMJDZ�DPOEJUJPOT�XIJDI�BUUFOEFE�UIF�QFSJPET�PG�FYDIBOHF�SBUF�JOTUBCJMJUZ�
FYBNJOFE�BCPWF�FYQBOTJPOBSZ�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�DPNF�VQ�QSPNJOFOUMZ��"T�BSHVFE�JO�
UIF�QSFWJPVT�TFDUJPO�UIF�SBQJE�FYDIBOHF�SBUF�EFQSFDJBUJPO�UIBU�DIBSBDUFSJ[FE�NPTU�PG�UIF�����T��
XBT�MBSHFMZ�UIF�SFTVMU�PG�FYDFTTJWF�mTDBM�BOE�NPOFUBSZ�FYQBOTJPO�XJUI�UIF�MBUUFS�GVFMFE�CZ�UIF�
GPSNFS��0OF�PG�UIF�NBJO�DIBOOFMT�CZ�XIJDI�FYDFTTJWF�HPWFSONFOU�TQFOEJOH�BOE�NPOFZ�DSFBUJPO�
SFEVDF�UIF�WBMVF�PG�UIF�EPNFTUJD�DVSSFODZ�JT�UIBU�FYDFTT�MJRVJEJUZ�JT�HFOFSBUFE�XIJDI�JO�BO�PQFO�
FDPOPNZ�XJUI�B�MBSHF�JNQPSU�CJBT�JT�FBTJMZ�GVOOFMFE�JOUP�UIF�GPSFJHO�FYDIBOHF�NBSLFU�UISPVHI�
SJTJOH�JNQPSU�EFNBOE��*O�DPOUSBTU�FYDIBOHF�SBUF�TUBCJMJUZ�IBT�PGUFO�HPOF�IBOE�JO�IBOE�XJUI�mTDBM�
BOE�NPOFUBSZ�EJTDJQMJOF��5IVT� UIF�QPMJDZ�DPOEJUJPOT� JO� UIF�����T�DBO�CF�DMFBSMZ�EJGGFSFOUJBUFE�
GSPN�����������BOE�����������XIFO�SFMBUJWFMZ�SFTUSBJOFE�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�QSPWJEFE�
B�mSN�BODIPS�GPS�UIF�FYDIBOHF�SBUF��*OEFFE�XIFSFBT�JO�����������UIF�BWFSBHF�BOOVBM�CVEHFU�
EFmDJU� XBT� ����� PG�(%1� BOE�NPOFZ� TVQQMZ� FYQBOEFE� BU� BO� BWFSBHF� BOOVBM� HSPXUI� SBUF� PG�
������UIF�EFmDJU�QPTUFE�BO�BWFSBHF�PG������PG�(%1�JO�����������XJUI�NPOFZ�TVQQMZ�HSPXUI�
BWFSBHJOH�������QFS�BOOVN��4JNJMBSMZ�JO�����������UIF�TUBCJMJUZ�PG�UIF�FYDIBOHF�SBUF�UPPL�QMBDF�
JO�UIF�DPOUFYU�PG�SFMBUJWFMZ�MPXFS�EFmDJUT�	�����PG�(%1�PO�BWFSBHF
�BOE�SBUFT�PG�NPOFZ�DSFBUJPO�
	������QFS�BOOVN
�DPNQBSFE�XJUI�UIF�����T�

5. Summary of Key Findings 

��

1998 was an exceptional year in which tight monetary management produced a stable currency.25
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5IF�JNQPSUBODF�PG�EJTDJQMJOFE�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�GPS�B�TUBCMF�FYDIBOHF�SBUF�XBT�BHBJO�
VOEFSMJOFE� GPMMPXJOH� UIF� SF�FNFSHFODF� PG� FYDFTTJWF� mTDBM� QPMJDJFT� EVSJOH� ���������� XIJDI�
DBVTFE�UIF�FYDIBOHF�SBUF�UP�VOEFSHP�SBQJE�EFQSFDJBUJPO�FTQFDJBMMZ�BT�UIF�mTDBM�QSFTTVSFT�MFE�
UP� IVHF� EFmDJUT� CFJOH� SFDPSEFE� PO� UIF� FYUFSOBM� DVSSFOU� BDDPVOU� UPHFUIFS� XJUI� DPOTFDVUJWF�
CBMBODF� PG� QBZNFOUT� EFmDJUT�� *O� B� TJUVBUJPO� SFNJOJTDFOU� PG� UIF� ����T� UIF� mTDBM� EFmDJUT� JO�
����������XFSF�VOTVTUBJOBCMZ� MBSHF� SFHJTUFSJOH�BO�BWFSBHF�PG������PG�(%1�XJUI� UIF�DFOUSBM�
CBOL�QSJOUJOH�NPOFZ�UP�QBSUMZ�mOBODF�UIFTF�EFmDJUT�FYDFQU�GPS�������5IPVHI�PWFSBMM�HSPXUI�JO�
NPOFZ�TVQQMZ�XBT�UJHIUMZ�NBOBHFE�CZ�UIF�DFOUSBM�CBOL�EVSJOH�UIF�QFSJPE�UIF�FGGFDUJWFOFTT�PG�
NPOFUBSZ�QPMJDZ�XBT�TVCTUBOUJBMMZ�VOEFSNJOFE�CZ�UIF�DFOUSBM�CBOL�T�mOBODJOH�PG�UIF�HPWFSONFOU�

1PPS�FYUFSOBM�GPSUVOFT�JODMVEJOH�BEWFSTF�UFSNT�PG�USBEF�EFWFMPQNFOUT�IBWF�BMTP�QMBZFE�B�SPMF�
JO�UIF�JOTUBCJMJUZ�PG�UIF�FYDIBOHF�SBUF��5IF�QSJODJQBM�TPVSDF�PG�GPSFJHO�FYDIBOHF�JODPNF�GPS�UIF�
FDPOPNZ� JT� UIF�FYQPSU� PG�QSJNBSZ�DPNNPEJUJFT�DPDPB�HPME� UJNCFS� BOE�OPX�PJM�UIBU� IBWF�
WPMBUJMF�QSJDFT�JO�UIF�JOUFSOBUJPOBM�NBSLFUT�XIFSF�UIFZ�BSF�USBEFE��#FDBVTF�PG�UIJT�QSJDF�WPMBUJMJUZ�
GPSFJHO� FYDIBOHF� FBSOFE� GSPN� FYQPSUT� IBT� CFFO� QSPOF� UP� UIF� WBHBSJFT� PG� UIF� JOUFSOBUJPOBM�
DPNNPEJUZ�NBSLFUT�NFBOJOH�FYQPSU�SFWFOVF�UFOET�UP�CF�EFQSFTTFE�XIFO�DPNNPEJUZ�QSJDFT�BSF�
MPX�

%VSJOH� ���������� UIF� UFSNT� PG� USBEF� TBX� B� EFUFSJPSBUJPO� JO� ���������� BOE� ���������� CVU�
SFHJTUFSFE�DPOTJTUFOU� JODSFBTFT�EVSJOH������������ *O����������� UIF� GBMM� JO� UIF� UFSNT�PG� USBEF�
DPOUSJCVUFE� UP�XJEFS� USBEF�BOE�DVSSFOU�BDDPVOU�EFmDJUT�BOE�FYBDFSCBUFE� UIF�FGGFDUT�PG�XFBL�
mTDBM�BOE�NPOFUBSZ�QPMJDJFT�PO�UIF�FYDIBOHF�SBUF��'SPN�����������IPXFWFS�UIF�UFSNT�PG�USBEF�
JNQSPWFE� DPOTJEFSBCMZ� XJUI� UIF� FDPOPNZ�T� LFZ� FYQPSUT� PG� DPDPB� BOE� HPME� FOKPZJOH� NPTUMZ�
GBWPSBCMF�QSJDFT��/POFUIFMFTT� UIF�PWFSBMM�FYUFSOBM�QFSGPSNBODF�EVSJOH� UIF�QFSJPE�XBT�NJYFE�
BOE�UIF�FYDIBOHF�SBUF�TUJMM�FYQFSJFODFE�IJHI�JOTUBCJMJUZ��5IJT�XBT�EVF�NBJOMZ�UP�UIF�QPPS�mTDBM�BOE�
NPOFUBSZ� PVUDPNFT� XIJDI� QSFWBJMFE� JO� UIJT� QFSJPE� XJUI� UIF� FYDFQUJPO� PG� ����� BOE� XIJDI�
BQQFBSFE� UP� EPNJOBUF� PUIFS� GPSDFT� BGGFDUJOH� FYDIBOHF� SBUF�NPWFNFOUT�� *O� ���������� UIFSF�
XFSF�MBSHF�BOE�TIBSQ�EPXOTXJOHT�JO�UIF�UFSNT�PG�USBEF�CFDBVTF�PG�QMVNNFUJOH�DPDPB�BOE�HPME�
QSJDFT�BOE�SJTJOH�PJM�QSJDFT��5IF�FGGFDU�XBT�MPXFS�FYQPSU�SFWFOVF�BOE�JODSFBTFE�USBEF�BOE�DVSSFOU�
BDDPVOU�EFmDJUT�UIBU�VTIFSFE�JO�B�CPVU�PG�TJHOJmDBOU�DVSSFODZ�EFQSFDJBUJPO�BT�GPSFJHO�FYDIBOHF�
demand far outstripped supply.

'PS�NVDI�PG�UIF�QFSJPE�GSPN�����������UIF�FYUFSOBM�TFDUPS�PG�UIF�FDPOPNZ�QFSGPSNFE�XFMM�XJUI�
UIF�CBMBODF�PG�QBZNFOUT�JO�TVSQMVT�JO�TJY�PG�UIPTF�TFWFO�ZFBST��"MUIPVHI�UIF�UFSNT�PG�USBEF�XFSF�
TUSPOH� XIBU� VOEFSQJOOFE� UIF� FYUFSOBM� TVSQMVTFT� XFSF� UIF� TVCTUBOUJBM� GPSFJHO� mOBODJBM� BOE�
DBQJUBM�JOnPXT�JOUP�UIF�FDPOPNZ�GSPN�PGmDJBM�EPOPST�BOE�QSJWBUF�JOWFTUPST��5IFTF�XFSF�DSJUJDBM�GPS�
UIF�NBJOUFOBODF�PG�B�TUBCMF�FYDIBOHF�SBUF�FTQFDJBMMZ�TJODF�MBSHF�DVSSFOU�BDDPVOU�EFmDJUT�XFSF�
CFJOH�SFDPSEFE�PO�BDDPVOU�PG�TUSPOH�EPNFTUJD�BHHSFHBUF�EFNBOE��4JNJMBSMZ�JO�����������UIFSF�
XFSF� BNQMF� mOBODJBM� JOnPXT� GSPN� BCSPBE� XIJDI� NPSF� UIBO� PGGTFU� XJEFOJOH� DVSSFOU� BDDPVOU�
EFmDJUT�ZJFMEJOH�OFU�FYUFSOBM�TVSQMVTFT�BOE�LFFQJOH�UIF�GPSFJHO�FYDIBOHF�NBSLFU�XFMM�TVQQMJFE�
to support a stable currency.

"O�JNQPSUBOU�ESJWFS�PG�DBQJUBM�BOE�mOBODJBM�nPXT�UP�(IBOB�JT�DPOmEFODF�JO�UIF�FDPOPNZ�BOE�JUT�
QSPTQFDUT� BNPOH� GPSFJHO�EPOPST� BOE� JOWFTUPST�� *O� HFOFSBM� QPMJDJFT�XIJDI� JNQSPWF� UIF� mTDBM�
IFBMUI�PG�UIF�DPVOUSZ�BOE�FOHFOEFS�QSJDF�TUBCJMJUZ�FMJDJU�HSFBUFS�FDPOPNJD�DPOmEFODF�XIFSFBT�
XFBL�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�UIBU�HFOFSBUF�VOGBWPSBCMF�NBDSPFDPOPNJD�PVUDPNFT�EJNJOJTI�
DPOmEFODF��*G�DPOmEFODF�JT�TUSPOH�DPOTVNQUJPO�BOE�JOWFTUNFOU�BSF�TUJNVMBUFE�BOE�EPNFTUJD�
JOWFTUPST�BSF�NPSF�MJLFMZ�UP�QVU�UIFJS�TBWJOHT�JO�EPNFTUJD�BT�PQQPTFE�UP�GPSFJHO�BTTFUT�XIJDI�
TVQQPSUT�UIF�WBMVF�PG�UIF�EPNFTUJD�DVSSFODZ��'PSFJHO�JOWFTUPST�BSF�BMTP�FODPVSBHFE�UP�JOWFTU�JO�
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5IJT�QBQFS�IBT�FYBNJOFE�FYDIBOHF�SBUF�JOTUBCJMJUZ�JO�(IBOB�BOE�JUT�DBVTFT�JO�UIF�XBLF�PG�UIF�
MJCFSBMJ[BUJPO�PG�UIF�GPSFJHO�FYDIBOHF�NBSLFU�VOEFS�UIF�&DPOPNJD�3FGPSN�1SPHSBN�XIJDI�CFHBO�
JO�������5IF�QBQFS�SFWJFXFE�FYDIBOHF�SBUF�USFOET�JO�(IBOB�TJODF������UIF�ZFBS�PG�GPSNBUJPO�PG�
UIF� JOUFSCBOL� GPSFJHO� FYDIBOHF� NBSLFU� BOE� JEFOUJmFE� UIF� QPMJDZ� GBDUPST� BOE� FYUFSOBM�
EFWFMPQNFOUT� XIJDI� VOEFSMBZ� UIF� PCTFSWFE� NPWFNFOUT� JO� UIF� FYDIBOHF� SBUF� GPS� EJGGFSFOU�
TVC�QFSJPET� EVSJOH� ����������� *U� XBT� TIPXO� UIBU� GPS� UIF�NPTU� QBSU� UIF� FYDIBOHF� SBUF�XBT�
VOTUBCMF�BOE�EFQSFDJBUFE�XIJMF�CFJOH�SFMBUJWFMZ�TUBCMF�GPS�TPNF�PG�UIF�QFSJPE�

'JSTUMZ�UIF�QBQFS�GPVOE�UIBU�XIFOFWFS�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�IBWF�CFFO�SFMBUJWFMZ�MPPTF�UIF�
FYDIBOHF� SBUF� IBT� UFOEFE� UP� FYQFSJFODF� MBSHF� EFQSFDJBUJPOT�� 5IVT� VOEJTDJQMJOFE� mTDBM� BOE�
NPOFUBSZ�QPMJDJFT�IBWF�CFFO�BO�JNQPSUBOU�ESJWFS�PG�FYDIBOHF�SBUF�JOTUBCJMJUZ�JO�(IBOB��/PUBCMF�
JO�UIJT�SFHBSE�JT�UIF�QFSJPE�GSPN������UP������XIFO�HPWFSONFOU�TQFOEJOH�BOE�NPOFZ�DSFBUJPO�
JODSFBTFE�SBQJEMZ�USJHHFSJOH�JOnBUJPO�BOE�DVSSFODZ�EFQSFDJBUJPO��"MUIPVHI�JO�����������JU�XBT�
NPTUMZ�UIF�FYUFSOBM�TIPDL�UIBU�CSPVHIU�EPXO�UIF�DFEJ�UIF�TJUVBUJPO�XBT�OPU�IFMQFE�CZ�UIF�GBDU�UIBU�
FYQBOTJPOBSZ� mTDBM� BOE� NPOFUBSZ� QPMJDJFT� XFSF� CFJOH� QVSTVFE� BU� UIF� TBNF� UJNF� CZ� UIF�
HPWFSONFOU�� .PSF� SFDFOUMZ� JO� ���������� UIF� DVSSFODZ� IBT� GBMMFO� JO� WBMVF� CZ� B� TJHOJmDBOU�
NBHOJUVEF� JO� MBSHF� QBSU� CFDBVTF� mTDBM� QPMJDZ� IBT� CFFO� FTQFDJBMMZ� VOSFTUSBJOFE� XJUI�
EPVCMF�EJHJU�CVEHFU�EFmDJUT�JODVSSFE�GPS�UISFF�TUSBJHIU�ZFBST�	���������
��

4FDPOEMZ�UIF�FYDIBOHF�SBUF�IBT�CFFO�TVCKFDU�UP� JOUFSNJUUFOU�TIPDLT�UP�UIF�DPVOUSZ�T�UFSNT�PG�
USBEF� BOE� PWFSBMM� OFU� FYUFSOBM� QPTJUJPO�� 5IF�NPTU� QSPNJOFOU� FQJTPEF�XBT� UIF� USBEF� TIPDL� PG�
����������UIBU� JNQBDUFE�CPUI� UIF�EFNBOE�BOE�TVQQMZ�FOET�PG� UIF� GPSFJHO�FYDIBOHF�NBSLFU�
MFBEJOH�UP�DVSSFODZ�JOTUBCJMJUZ�BOE�EFQSFDJBUJPO��0UIFS�MFTT�TFWFSF�FQJTPEFT�PG�UFSNT�PG�USBEF�
XFBLOFTT�IBWF�BMTP�DSFBUFE�PS�GVFMFE�EFQSFDJBUPSZ�QSFTTVSF�JO�UIF�GPSFJHO�FYDIBOHF�NBSLFU�

5IJSEMZ� JO� UIF� GBDF� PG� FYUFSOBM� WVMOFSBCJMJUZ� BSJTJOH� GSPN� DPNNPEJUZ� EFQFOEFODF� BOE� MBDL� PG�
FYQPSU�EZOBNJTN�XIJDI� MFBE�UP�DISPOJD� USBEF�BOE�DVSSFOU�BDDPVOU�EFmDJUT�(IBOB�T�BCJMJUZ� UP�
BUUSBDU�DBQJUBM�nPXT�GSPN�BCSPBE�JT�DSJUJDBM�GPS�UIF�NBJOUFOBODF�PG�B�TUBCMF�FYDIBOHF�SBUF��:FU�UIJT�
IBT�OPU�BMXBZT�PDDVSSFE�PO�B�TVGmDJFOU�TDBMF�MBSHFMZ�CFDBVTF�UIF�EPNFTUJD�QPMJDZ�FOWJSPONFOU�
IBT�OPU�BMXBZT�CFFO�DPOEVDJWF� UP� UIF�BUUSBDUJPO�PG� UIF� SFRVJSFE�DBQJUBM�BOE�mOBODJBM�nPXT� UP�
BDIJFWF�FYUFSOBM�CBMBODF�

#BTFE�PO�UIF�mOEJOHT�PG�UIF�TUVEZ�UIF�QBQFS�NBLFT�UIF�GPMMPXJOH�SFDPNNFOEBUJPOT�UP�FOTVSF�B�
TUBCMF�FYDIBOHF�SBUF�

mOBODJBM�BOE�DBQJUBM�BTTFUT�JO�UIF�FDPOPNZ�XIJDI�CSJOHT�XJUI�JU�GPSFJHO�FYDIBOHF�UIBU�IFMQT�UP�
TUBCJMJ[F�UIF�WBMVF�PG�UIF�EPNFTUJD�DVSSFODZ��*O�����������BOE�����������DPOmEFODF�JOEVDFE�
CZ�SFMBUJWFMZ�JNQSPWFE�NBDSPFDPOPNJD�NBOBHFNFOU�XBT�B�GBDUPS�CFIJOE�UIF�SPCVTU�DBQJUBM�nPXT�
JOUP�UIF�FDPOPNZ�XIJDI�IFMQFE�UP�TUSFOHUIFO�UIF�DPVOUSZ�T�FYUFSOBM�QPTJUJPO�BOE�TVQQPSUFE�UIF�
TUBCJMJUZ�PG�UIF�DVSSFODZ��8JUI�UIF�SFUVSO�UP�IJHIMZ�VOCBMBODFE�mTDBM�QPMJDJFT�BGUFS������IPXFWFS�
FYUFSOBM� DPOmEFODF� BMUIPVHI� JU� JOJUJBMMZ� IFME� mSN� TUBSUFE� UP� XBOF� FWFOUVBMMZ� FTQFDJBMMZ� BT�
DPODFSOT�IFJHIUFOFE�EVSJOH�����������PWFS�(IBOB�T�QVCMJD�EFCU�TVTUBJOBCJMJUZ��5IF�TMVNQ� JO�
DPOmEFODF�SFTVMUFE�JO�TIBSQ�EFDMJOFT�JO�mOBODJBM�JOnPXT�JO������BOE������B�QFSJPE�UIBU�BMTP�
TBX�SBQJE�FYDIBOHF�SBUF�EFQSFDJBUJPO�
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6. Conclusion and Policy Recommendations 



5IF�HPWFSONFOU�OFFET�UP�JNQMFNFOU�EJTDJQMJOFE�mTDBM�BOE�NPOFUBSZ�QPMJDJFT��5IJT�FOUBJMT�
SVOOJOH�MPX�CVEHFU�EFmDJUT�BOE�FTDIFXJOH�FYDFTTJWF�NPOFUBSZ�FYQBOTJPO�

7VMOFSBCJMJUZ� UP� BEWFSTF� UFSNT�PG�USBEF� BOE� PUIFS� VOGBWPSBCMF� FYUFSOBM� EFWFMPQNFOUT�
TIPVME� CF� NJOJNJ[FE� UISPVHI� UIF� EJWFSTJmDBUJPO� PG� FYQPSU� QSPEVDUT�� 5IJT� SFRVJSFT�
HPWFSONFOU� JOWFTUNFOU� BOE� JODFOUJWFT� UP� JNQSPWF� FDPOPNJD� JOGSBTUSVDUVSF� SFEVDF�
CVTJOFTT�DPTUT�BOE�SFHVMBUPSZ�CBSSJFST�BOE�EFWFMPQ�OFX�FYQPSU�HSPXUI�QPMFT��

5IF�HPWFSONFOU�TIPVME�CVJME�BOE�TVTUBJO�FYUFSOBM�DPOmEFODF� JO� UIF�FDPOPNZ�XIJDI� JT�
DSJUJDBM�GPS�UIF�BUUSBDUJPO�PG�MBSHF�DBQJUBM�BOE�mOBODJBM�nPXT�GSPN�JOWFTUPST�CZ�JNQMFNFOUJOH�
mSN�mTDBM�BOE�NPOFUBSZ�QPMJDJFT�mOBODJBM�TFDUPS�SFGPSNT�BOE�JODFOUJWFT�UP�BUUSBDU�GPSFJHO�
JOWFTUNFOU�
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Appendix

Dollar-Cedi Interbank Exchange Rates and Year-on-Year Percentage Change Rates*
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4PVSDF��#BOL�PG�(IBOB��5IF�QFSDFOUBHF�DIBOHF�SBUF� JT�NFBTVSFE�VTJOH�UIF�SFDJQSPDBM�PG� UIF�
EPMMBS�DFEJ� FYDIBOHF� SBUFT� UP� HJWF� UIF� SBUF� PG� EFQSFDJBUJPO� PS� BQQSFDJBUJPO� PG� UIF� DFEJ� PWFS�
12-monthly periods (year-on-year).
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