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Executive Summary


u The growth recovery of the global economy is losing steam as it faces a series of new, 
 multiple, and covariate shocks. As economies started lifting coronavirus constraints, 
 pent-up demand and constrained supply responses led to a broad-based increase in 
 commodity prices. Rising food and energy prices fueled headline inflation, thus signaling 
 the increasing likelihood of advanced economies withdrawing the massive policy stimulus 
 deployed at the onset of the COVID-19 pandemic. The Russian invasion of Ukraine adds 
 to the existing headwinds facing the global recovery by further disrupting supply chains 
 and increasing international prices of commodities—particularly food staples, fertilizers, 
 oil, and gas. These forces are weighing on economic activity and leading to additional 
 inflationary pressures, thus posing challenges to the conduct of monetary policy among 
 central banks worldwide. 



Sub-Saharan Africa’s Recovery from the Pandemic Has  Decelerated Amid High Volatility and Uncertainty


u Economic growth in the region is estimated at 4 percent in 2021, 0.7 percentage point 
 higher than the forecast of the October 2021 Africa’s Pulse, and up from a contraction 
 in economic activity of 2 percent in 2020. The upward revision of growth in 2021 
 reflects growth upgrades of 1.2 and 0.3 percentage points for Nigeria and South Africa, 
 respectively. The recovery in 2021 was supported by the recovery in global trade, high 
 commodity prices, and the lifting of coronavirus restrictions that had been imposed to 
 contain the spread of the different waves of the pandemic. Private consumption and, to 
 a lesser extent, gross fixed investment contributed to the recovery from the expenditure 
 side, while net exports held back the recovery. The upturn was also buoyed by the service 
 sector, while weather conditions favored agriculture from the production side. 


u Scarring effects induced by the COVID-19 pandemic combined with climate-related issues 
 present long-term risks to the outlook of Sub-Saharan African economies, constraining the 
 region from reaching the twin goals of ending poverty and boosting shared prosperity. 


While potential output in advanced economies is expected to revert to its pre-pandemic 
 trend in 2022, it will be down by 4.2 percent in Sub-Saharan Africa. The effects of the 
 pandemic on human capital associated with losses of years of schooling in many countries 
 will take years to recover. Elevated debt levels, limited fiscal and monetary space, and 
 various shocks from the global economy constitute obstacles for the Sub-Saharan African 
 countries to achieve the twin goals.


u In Sub-Saharan Africa, the economy is struggling to pick up momentum amid a slowdown 
in global economic activity, continued supply constraints, outbreaks of new coronavirus 
variants, high inflation, and rising financial risks due to high and increasingly vulnerable 
debt levels. Economic growth in the region is expected to decelerate in 2022 amid a 
global environment with multiple (and new) shocks, high volatility, and uncertainty. The 
economy is set to expand by 3.6 percent in 2022, down from 4 percent in 2021 but still 0.1 
percentage point higher than the forecast of the October 2021 Africa’s Pulse. 



(10)u Sub-Saharan Africa was already facing multiple challenges from the second half of 
 2021, including the emergence of new variants of the pandemic (namely, Delta and 
 Omicron), global inflation, supply disruptions, and climate shocks. The invasion of Ukraine 
 compounds the factors holding back the recovery in the region. Global commodity prices 
 have continued increasing across the board, although at a faster pace since the onset 
 of the hostilities between the Russian Federation and Ukraine. As most commodities are 
 produced (as well as imported) in the region, a broad-based increase in commodity prices 
 would entail countervailing forces that might render mute the impact on the terms of 
 trade of some African economies. Finally, lockdowns imposed in Shanghai as well as in 
 key manufacturing hubs and agricultural provinces in China could aggravate supply chain 
 disruptions, cause food shortages, raise the price of agricultural products, and restrict 
 global manufacturing trade. 


u The war in Ukraine is likely to impact Sub-Saharan African economies through a series of 
 direct and indirect channels, including direct trade linkages; commodity prices; higher 
 food, fuel, and headline inflation; tightening of global financial conditions; and reduced 
 foreign financing flows into the region. Given the sources of growth in the region and 
 the nature of economic linkages with Russia and Ukraine, the war in Ukraine might have 
 a marginal impact on economic growth and overall poverty—as it is affecting mostly the 
 urban poor and vulnerable people living just above the poverty line. Its largest impact is on 
 the increasing likelihood of civil strife as a result of food- and energy-fueled inflation amid 
 an environment of heightened political instability.  Overall trade linkages in the region with 
 Russia and Ukraine are, on average, small—with some exceptions (the Republic of Congo, 
 The Gambia, Togo, and Sudan). However, global trade disruptions are affecting not only 
 oil and gas prices, but also the prices of food staples (especially cereals and edible oils) 
 and fertilizers. Soaring wheat prices are affecting importers in the region, and especially 
 so those dependent on imports from Russia and Ukraine (for example, the Democratic 
 Republic of Congo, the Republic of Congo, Uganda, Ethiopia, and Mauritania). High fuel 
 and food prices will translate into higher inflation across African countries, thus hurting 
 the poor—notably, the urban poor. The conflict is exacerbating preexisting inflationary 
 pressures, which may lead to central banks of advanced countries hiking policy rates 
 earlier and at a stronger than anticipated pace at the cost of withdrawing support to a still 
 sluggish economic recovery. 


u After two years of the pandemic crisis, Sub-Saharan Africa appears to have avoided the 
catastrophic health scenario once predicted by experts. As of March 2022, the region 
has registered nearly 8 million cases of COVID-19 and more than 169,000 thousand 
deaths—a small fraction of the infections and fatalities registered worldwide despite the 
region’s poor vaccination rollout. As the more transmissible but less lethal Omicron variant 
spread throughout the region since December 2021, authorities largely steered clear of 
tightening restrictions. This led to greater community mobility and a continued expansion 
in manufacturing and services, as captured by the Purchasing Managers’ Index, during 



(11)the Omicron wave. Still, the threat of new variants should drive the push for increasing 
 vaccination rates among African countries. As access to vaccines improves, enhancing 
 the logistics associated with getting doses into arms and overcoming vaccine hesitancy 
 among the population are critical.


u Economic activity in Sub-Saharan Africa is projected to grow at 3.9 percent and 4.2 percent 
 in 2023 and 2024, respectively. A recovery in global demand is expected in 2023 as most 
 of the shocks dragging down the global economy are expected to dissipate. Higher 
 global growth, still favorable commodity prices, easing of austerity measures, and a more 
 accommodative monetary policy amid falling inflation are among the factors contributing 
 to higher growth along the forecast horizon. Furthermore, the lifting of most coronavirus 
 restrictions across many countries, particularly China, might help alleviate global supply 
 chain disruptions. As a result, growth will be supported by an uptick in consumption and 
 investment, as well as faster growth in the industrial and service sectors.


u Sub-Saharan Africa’s recovery is multi-speed, with wide variation across countries. The 
 recovery of the three largest economies in the region—Nigeria, South Africa, and Angola—


will continue to be sluggish. High oil prices will support growth in Nigeria and Angola. The 
 recovery in South Africa, while benefiting from persistently high commodity prices, will 
 continue to be held back by structural problems—including electricity shortages, transport 
 and logistic inefficiencies, as well as labor and product market rigidities. Excluding Angola, 
 Nigeria, and South Africa, growth is projected at 4.1 percent in 2022—higher than the 
 growth of the region as a whole. Non-resource-rich countries are projected to be adversely 
 affected by rising commodity prices, dragging down growth in the region. The opposite 
 occurs with resource-rich countries whose growth would be propelled by favorable terms 
 of trade. The war in Ukraine would further improve the economic performance of resource-
 rich countries (especially their extractive sector) and decelerate the economic activity of 
 non-resource-rich countries as their import bills soar.


u As a result of supply shocks predating the war in Ukraine, emerging signs of stagflation are 
posing challenges to monetary policy making. Central banks in Sub-Saharan Africa are facing 
the dilemma of supporting a sluggish economy (at the cost of higher inflation) or combating 
inflation (at the cost of withdrawing support to economic activity). Monetary authorities 
in the region have opted for the second option. In response to the monetary policy 
normalization in advanced countries, especially the United States, the number of central 
banks hiking policy rates is on the rise. However, monetary tightening in Africa might not 
be effective in curbing inflation as it is primarily driven by supply shocks (commodity prices 
and climatic shocks), and the weak monetary transmission in countries with underdeveloped 
financial markets and large informal sectors. 



(12)u Sub-Saharan African countries are planning and implementing measures to contain the 
 impact of food and fuel prices on the poor and vulnerable segments of the population—


including price regulations, temporary reduction (or waiver) of value-added taxes, levies 
 or import duties on food staples and regular household goods, and subsidy schemes, 
 among others. Trade policy can play a key role by ensuring the free flow of food across 
 borders in the region. Avoiding the mistakes of the past, such as export bans and other 
 types of restrictions, is critical to prevent shortages and even higher prices. Financing 
 these measures amid restricted fiscal space might require assistance from the international 
 community through further concessional lending. Finally, targeted social assistance and 
 insurance can be provided to the urban poor and the urban population at risk of falling 
 below the poverty line to cope with these shocks.


u Tightening global financial conditions, due to policy rate increases in advanced economies, 
 coupled with the war in Ukraine are pushing up sovereign spreads in several countries, 
 reflecting fears about debt sustainability—with Ghana leading the way. The risk could 
 further increase if global inflationary pressures continue growing amid the multiple 
 shocks facing the world economy, and if the Federal Reserve Bank hikes policy rates more 
 aggressively than anticipated. Sovereign spreads could then rise even higher, especially in 
 countries that are in or at risk of debt distress, as well as countries with high exposure to 
 exchange rate or interest rate risks. In 2021, countries in the region are at moderate or high 
 risk of debt distress, and the share of countries in high risk of debt distress grew from 52.6 
 percent in 2020 to 60.5 percent in 2021. To address the rising risks of debt sustainability, 
 some countries in the region implemented austerity measures; however, these actions 
 have been insufficient to reduce debt levels.


u The existing debt relief and resolution mechanisms have been inadequate to bring down 
 debt levels or reduce the vulnerabilities of countries that are eligible for such initiatives. 


Improvements are much needed to avoid a large wave of debt crisis among developing 
 countries, particularly Sub-Saharan African countries. Some changes have been proposed 
 by international financial institutions, such as the establishment of clear guidelines 
 and a timeline for the treatment process, the suspension of debt service payments to 
 official creditors for all applicants during negotiations, an assessment of the parameters 
 and processes of comparable treatment as well as clear rules for implementation, and 
 expansion of the eligibility criteria of the Common Framework to include lower-middle-
 income countries seeking debt treatment.



Accelerating the Structural Transformation Process in   Sub-Saharan Africa Will Reduce the Risk of Stagflation


u The looming threat of stagflation worldwide amid a landscape of multiple new and 
covariate shocks emphasizes the need for African policy makers to implement policies 
that accelerate structural transformation through productivity-enhancing growth and 
creating more and better jobs. Delivering this kind of inclusive economic transformation 
requires implementing policies that build competitive advantages across all sectors of 



(13)the economy, strengthening the learning capacity of private and public firms, fostering 
 market competition and contestability, and addressing economywide inefficiencies. A 
 combination of actionable measures is needed to improve the resilience of the economy 
 by shoring up productivity and job creation, enhancing the strength of social protection 
 systems to combat extreme poverty and build resilience to shocks, as well as helping 
 people invest in productive assets.


u Building resilience in agriculture will boost the productivity of African farmers, especially 
 staple crop productivity, and reduce the risks of food insecurity. African policies should 
 try to do no harm by avoiding past mistakes such as bans or other restrictions on food 
 staples, and ensure the steady flow of foodstuffs across borders. Keeping food supply 
 chains operational without breakdowns in transportation and logistics is essential. 


Digital solutions can be implemented to connect farmers with existing and new markets, 
 and expand e-commerce platforms. Building resilience in food markets also includes 
 implementing cost-effective procedures to prepare for future shocks, providing financial 
 support for agribusiness to rebuild supply chains, and strengthening intellectual property 
 rights to allow modern technological transfers and innovation to boost productivity 
 growth, among others. Policies that promote competitive food markets and participation 
 in agricultural value chains will contribute to building resilience. 


u A more productive agriculture sector releases labor seeking non-agricultural employment, 
 and industrialization represents an opportunity for job creation. It is critical to design 
 policies that foster within-firm productivity growth, address market distortions, strengthen 
 the participation of firms in regional and global value chains, attract foreign direct 


investment, and narrow infrastructure gaps. Policies that foster competitiveness across 
 African manufacturing firms—and, thus, reduce excessive unit labor costs—are essential to 
 attract and keep value chain–related jobs. In this context, creating jobs—especially in the 
 formal sector—remains atop the policy priorities, and it is the best form of social protection 
 for the population, particularly vulnerable segments.



Social Protection Reforms Need to Strengthen Economic  Resilience and Shock Responsiveness


u Social safety nets in Africa play an increasingly crucial role in ensuring the economic 
resilience of poor and vulnerable households in the face of shocks. An increasing number 
of African governments are implementing social safety nets that provide cash transfers 
coupled with productive inclusion measures such as micro-entrepreneurship trainings, 
lump sum capital provision, and savings facilitation. The evidence on the effectiveness of 
these programs is growing rapidly, demonstrating the improved ability of households to 
withstand shocks by protecting consumption, diversifying livelihoods to off-farm labor, and 
strengthening coping mechanisms.



(14)u Beyond safety nets, social insurance and labor market programs also contribute to 
 economic resilience by protecting informal workers. As part of the diversification of 
 policy objectives, governments have started to broaden their focus beyond the rural poor 
 by designing interventions for urban informal workers. These include innovative social 
 insurance and savings programs that allow for flexible contributions and fiscal incentives 
 to match contributions, among others. Many countries have introduced labor market 
 programs, including temporary wage subsidies paid to employers, that improve the 
 resilience of firms and their capacity to cope during the economic downturn triggered by 
 crisis.


u By being “adaptive,” in other words, by scaling up services to affected households in 
 response to shocks, social safety nets are also emerging as a rapid and effective response 
 modality. At the onset of the COVID-19 pandemic, most African countries used their safety 
 net programs to provide emergency support to households and workers, to soften the 
 economic and social blow of the pandemic. In many countries, such shock-responsive 
 interventions can also be used to mitigate the impacts of other types of shocks, including 
 climate-related ones such as droughts and floods, or due to forced displacements 


(within countries or across countries) linked to conflict, crisis, or natural disasters. Such an 
 approach can offer the potential for countries to respond faster and more cost-effectively 
 than other traditional modalities. 


u However, further investments are needed. For social protection platforms to be truly 
 effective in building resilience and improving shock response, they require policy changes 
 and major innovation via dynamic delivery systems and shock-sensitive financing behind 
 them. In many African countries, safety net structures are still emerging. Bringing them 
 to their full potential will require embracing broader policy objectives to move from 
 the traditional chronic poverty focus of social protection programs, to tackling shock 
 vulnerability and productive inclusion. To become adaptive, safety nets must upgrade their 
 delivery and financial systems. Rapid scalability during times of shock requires dynamic 
 delivery systems, including foundational ID systems, social registries, and digital payment 
 systems. Scalability also requires financing that cost-effectively provides the right amount 
 of funding at the right time—this can be achieved via a suitable mix of disaster risk 
 financing instruments, such as dedicated funds or insurance.


u Data will be essential. The importance of African countries gradually collecting accurate 
and comprehensive data covering the entire population cannot be overstated. This should 
include information on the welfare conditions and risks/vulnerabilities of households, and 
the channels through which shocks propagate. This information will need to be kept up 
to date to allow for appropriate responses. Data from different sources will need to be 
integrated, including increasing the use of nontraditional forms of data, such as remote 
sensing, cell phones, and social media.



(15)u The current moment is an opportunity for African governments to embark on a bolder 
 agenda for social protection systems that strengthen economic resilience and response 
 to shocks. Across the continent, COVID-19 has demonstrated the critical need for shock 
 preparedness. It has also shown the vast potential of social protection systems to use 
 technology to provide fast emergency relief to affected households and workers at a large 
 scale. With the exposure to shocks rising, African governments should consider further 
 advancing on this path and fully embracing the potential of adaptive social protection. 


u Social protection programs should continue building the resilience of poor and vulnerable 
 households by supporting them in investing in productive assets and human capital. 


Choosing the right mix of social protection instruments (from cash transfers to public 
 works to productive economic inclusion measures) will be paramount. Such tools 
 can protect and enhance households’ education, nutrition, and health, while allowing 
 communities to make better use of their natural resources and promoting investments in 
 productive assets for income-generating activities.


u Finally, making the most of the good times will enable more effective responses during 
rainy days. Unfortunately, financing for the sector remains scarce and heavily donor-
dependent on much of the African continent. Only through predictable and adequate 
budgets for the sectors, made available by countercyclical fiscal policies or by contingency 
funds accumulated during expansionary periods, countries will build protection programs 
that can rapidly respond to shocks and help their citizens weather crises. Alternatively, or in 
addition, reallocating inefficient public spending on poorly targeted and often regressive 
measures such as fuel and agricultural subsidies, and widening the tax base, could 
contribute to creating more fiscal space for social protection policies. 
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Section 1: Recent Trends and Developments



1.1 GLOBAL TRENDS


Prior to the outbreak of the Russian Federation–Ukraine conflict, global growth was recovering 
 as the wave of COVID-19 infections driven by the Omicron variant worldwide waned. In February, 
 unemployment in the United States fell to its lowest level since March 2020, while the services 
 Purchasing Managers’ Index (PMI) jumped from 51.2 to 56.5, underpinned by a decline in new 
 cases of COVID-19 and easing restrictions. The euro area experienced a similar increase in the 
 services PMI, while headline inflation registered a record high of 5.8 percent year-over-year in 
 February on the back of a 32 percent increase in energy prices. Activity in China continued to 
 slow, reflecting continuing stress in the real estate sector alongside COVID-19 flare-ups and 
 related lockdowns. Policy makers stepped in to address the slowdown with policy rate cuts, 
 relaxed regulations on bank loans, and infrastructure investments.


The conflict in Ukraine has led to a marked deterioration in global sentiment, and is likely 
 to weigh on global activity through multiple channels, including commodity and financial 
 markets, trade and migration links, and confidence. Neighboring countries with greater direct 
 economic linkages are likely to suffer considerably, while the impact on more distant countries 
 will primarily be felt through higher commodity prices (especially global fuel and food prices).1
 The sanctions imposed on Russia by other countries are unprecedented in scale, and may have 
 spillovers to the global financial system.


Commodity prices surged after the start of the conflict, exacerbating the already high volatility 
 exhibited during the COVID-19 pandemic. The increase in prices was especially pronounced for 
 commodities where Russia and Ukraine are particularly large exporters, including natural gas, 
 coal, crude oil, wheat, aluminum, and palladium (figures 1.1 and 1.2). The increase in commodity 
 prices comes on top of a sharp rise since the start of the year. Brent crude oil prices reached a 
 10-year high of $130/barrel (bbl) at the beginning of March as the United States and the United 
 Kingdom banned Russian oil imports. Natural gas prices in Europe have increased by 260 percent 
 since the start of the conflict amid supply uncertainty, as Europe remains heavily reliant on 
 Russian imports of natural gas. In addition to geopolitical risk premia, the overall rise in prices 
 has been driven by a rebounding demand for commodities as the global economy recovers. 


International trade disruptions and shortages of commodities may also have contributed to 
 elevate prices. Production among OPEC+ countries has also been weaker than expected (figure 
 1.3). Higher energy costs have pushed up prices of other energy-intensive commodities, such as 
 fertilizers and aluminum. Inventories of industrial commodities have fallen sharply, particularly 
 for crude oil, natural gas, and tin. Wheat prices have increased by more than 50 percent, reaching 
 record highs.


Russia and Ukraine account for a substantial share of imports of wheat, maize, and seed oil in 
 numerous countries (figure 1.4). These imports may be almost entirely halted if the conflict 
 persists. Russia is also the world’s largest exporter of fertilizers and has recommended that 
 fertilizer manufacturers halt exports, which will hinder food production elsewhere. For lower-


1  Economic activity in neighboring and distant countries may also be impacted, although to different degrees, by supply chain disruptions and financial effects as a result of the sanctions 
imposed on Russia.



(18)income countries, 
 disruption to supplies as 
 well as higher prices could 
 cause rising food insecurity.


Inflationary pressures have 
 been growing in many 
 countries and are likely to 
 worsen given the effects of 
 Russia’s invasion of Ukraine 
 on commodity prices and 
 supply chains (box 1.1). 


Logistic disruptions and 
 airspace bans are likely 
 to exacerbate persistent 
 supply bottlenecks as 
 elevated commodity prices 
 ripple through global value 
 chains (GVCs) and trade is 
 rerouted across longer and 
 more expensive routes. 


Trade through the Black Sea 
 has already been disrupted, 
 and the number of ships 
 visiting Russian ports has 
 fallen sharply since the end 
 of February. Shipping costs 
 of dry bulk materials have 
 increased as disruptions in 
 trade and logistics translate 
 into higher transportation 
 costs.


Global financial conditions 
 tightened in March as the 
 conflict in Ukraine soured 
 risk appetite. Russian 
 financial asset prices 
 collapsed following the imposition of sanctions and capital controls, while credit default swap 
 spreads increased sharply from mid-February in countries bordering Ukraine. The United States, 
 the European Union, and Western allies have barred seven Russian banks from the Society for 
 Worldwide Interbank Financial Telecommunication (SWIFT) global banking system. This ban 
 adversely impacts the Russian economy and other countries through unfinished settlements in 
 foreign transactions. Global equities fell sharply between mid-February and mid-March, while 
 the dollar strengthened against a basket of major currencies amid elevated geopolitical risk. U.S. 


Sources: Bloomberg; World Bank.


Note: The last observation is March 7, 2022.


Sources: UN Comtrade; World Bank.


Note: Data are for 2020. Export shares for energy commodities are in volume terms; 


those for non-energy commodities are in value terms.


FIGURE 1.1: Commodity Prices Since the Outbreak of the Russian 
 Federation–Ukraine Conflict


FIGURE 1.2: Russian Federation and Ukraine Commodity Exports
 Elevated 
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(19)long-term yields fell over 
 the same period as investors 
 sought safe havens. The 
 healthy capitalization 
 of European banks 
 reduces the probability 
 of losses on Russian 
 assets being amplified. 


Nonetheless, given the 
 degree of financial stress 
 unfolding in the Russian 
 economy, risks remain. For 
 example, it is possible that 
 underappreciated linkages 
 to the Russian system exist 
 via leveraged nonbank 
 financial institutions.


Widespread lockdowns 
 have been imposed in the 
 key manufacturing hubs of 
 Shenzhen, Dongguan, and 
 Changchun, as well as the 
 Chinese financial center of 


Sources: Haver Analytics; International Energy Agency; World Bank.


Note: Change in crude oil production compared to targets set by OPEC countries for December 2021. 


Others include Bahrain, Brunei, Malaysia, Sudan, and South Sudan. Mb/d = Million barrels per day.


Sources: United Nations Comtrade; United Nations High Commissioner for Refugees; World Bank.


Note: Data are for 2020.


FIGURE 1.3: OPEC and OPEC+ Production Relative to Targets


FIGURE 1.4: Geographical Composition of Wheat Imports
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(20)Shanghai (home to the world’s busiest container port) as a result of the worst COVID-19 outbreak 
 in China since Wuhan. These lockdowns can exacerbate supply chain disruptions that could 
 fuel (headline and core) inflation in several countries. Shenzhen, a city of 17.5 million residents 
 in southern China, is a modern metropolis connecting Hong Kong SAR, China, and mainland 
 China. This sub-provincial city is a key global technological hub and one of the first special 
 economic zones in the country. Shenzhen, also known as China’s Silicon Valley, is a hub for 
 many manufacturing and high-tech industries, including Huawei, Tencent, Da-Jiang Innovations, 
 Apple, Toyota, and Volkswagen, among others. The new lockdown imposed in Shenzhen by the 
 government creates further shortages of high-tech and electric vehicle products; therefore, these 
 additional supply chain disruptions can weigh on economic activity and exacerbate inflation. 


The rate of Consumer Price Index (CPI) inflation has recently risen from 2.6 percent year-on-
 year in March 2021 to 7.5 percent year-on-year in 2022 due to volatile and higher energy prices, 
 increasing food prices, and supply chain disruptions. Supply and demand shocks associated with 
 the COVID-19 pandemic crisis have exacerbated the volatility in oil prices, and hence increased 
 global inflation. The COVID-19 virus, initially discovered in December 2019, has disrupted labor 
 availability and (global and regional) supply chains. The lockdowns imposed by governments 
 led to the temporary suspension or slowdown of businesses (see figure 1.7 in subsection 1.3). 


The Purchasing Managers’ Index (PMI) dropped dramatically in April 2020. This suspension and 
 slowdown in business (especially shipping and airlines cargos) caused an excess supply of energy 
 commodities (i.e. oils and LNG) at the beginning of the pandemic. This excess supply prompted a 
 decline in energy prices as shown in figure B1.1.1. Oil prices started to decline in December 2019, 
 and those prices continued to fall after January 2020 until reaching a trough in April 2020 when the 
 world faced the strictest lockdown measures. 


By then, OPEC+ producers restricted the supply of oil and LNG. Consequently, oil prices started 
 to increase again in April 2020 and rose significantly towards June 2020 (figure B1.1.1), worsening 
 supply chain problems. Similarly, food prices followed oil prices by decreasing from January 2020 
 and hitting a trough in May 2020 (figure B1.1.2). Then global food prices increased from May 2020 
 to the end of 2021 by about 47 percent. An increase in oil and energy prices due to strict measures 
 associated with the pandemic also pushed up the container freight rates from China starting in 
 June 2020 as shown in figure B1.1.3. Increasing freight rates from China, combined with a scarcity 
 of energy (i.e. oils and LNG) and labor, have slowed distribution processes in many products, 
 thereby raising food prices and other product prices further (figure B1.1.2).  


The conflict between Ukraine and the Russian Federation is exacerbating the upward pressures in 
 international energy and food prices and, in turn, fueling domestic inflation. For instance, Germany 
 terminated the Nord Stream 2 gas pipeline project with Russia while additional economic sanctions 
 are further restricting the Russian economy. As a result, imports from Russia of oil, gas, and 


agricultural products (including staples) will decline. If the conflict persists, disruptions in financial 
 and commodity markets will continue worsening economic activity in energy and for importers 
 as well as Russia. The International Energy Agency (IEA) agreed to release 60 million barrels of oil 
 from their emergency reserves to avoid a shortfall in global oil markets and ease an increasing hike 
 in oil prices due to the Russian invasion of Ukraine. Imports of natural gas from Russia account for 
 almost 64 percent of total imports to the European Union.a The IEA predicts that the European 
 Union will face shortfalls from Russia’s anticipated supply of 140 million tons, which is more 
 than 30 percent of the European Union’s projected consumption. The European Union’s current 


BOX 1.1:  


The Resurgence 
of Inflation 
in Advanced 
Economies



(21)inventory of natural gas is less than 30 percent of its storage capacity (about 21 million tons) due 
 in large part to adverse weather conditions in 2021.b  The European Union will need to search for 
 alternative sources of natural gas (i.e., 


in North America, Africa, and Australia). 


Without global coordination and a shift 
 in energy policy, competition among 
 alternative countries for LNG could 
 lead to higher global prices. 


In the face of accelerating inflation, 
 central banks in advanced countries 
 are withdrawing policy stimulus. Some 
 central banks have started or signaled 
 plans to increase their policy rates to 
 control a higher pace of increasing 
 inflation. The Bank of England has 
 already increased its policy rate three 
 times since December 2021 with 
 the aim of meeting the two percent 
 inflation target.c The European Central 
 Bank has kept its policy rate at a record 
 low level while arguing that it will 
 increase its policy rate sometime this 
 year. Meanwhile, the bond buying 
 under its 1.85 trillion euros Pandemic 
 Emergency Purchase Program will be 
 cut in 2022Q1 as the scheme winds 
 down. On the other hand, bond 
 purchases under the Asset Purchase 
 Program will be ramped up at a 
 monthly pace of 20 billion euros.  The 
 Federal Reserve raised its policy rate 
 by a quarter point in the Federal Open 
 Market Committee meetings on of 
 March 15-16, 2022. In March, Federal 
 Reserve officials agreed to cut up to 


$95 billion a month from the central 
 bank’s asset holdings as another tool to 
 fight inflation. The Fed has committed 
 to more frequent and/or aggressive 
 increases in the policy rate if inflation 
 continues to be persistent.


a. World Bank (2022a).


b. Data from U.S. Energy Information Agency (EIA).


c. Its policy rate has increased by 0.15 percentage point, to 
 0.25 percent on December 15, 2021. The Bank of England 
 has also voted to increase it by 0.25 percentage point in 
 both its February 2, 2022 and March 17, 2022 meetings. The 
 current bank rate is 0.75 percent.


Sources: U.S. Bureau of Labor Statistics; World Bank Commodity Outlook; Food and 
 Agriculture Organization, and Bloomberg.


Note: Figures B1.1.1 and B1.1.2 depict the cumulative price increase of U.S. CPI, 
 international oil prices, and the FAO Food Price Index since January 2016. Figure 
 B1.1.3 shows the container freight rates measured by Freightos. “Rates to China” are 
 the simple average of freight indexes from the U.S. East Coast, the U.S. West Coast, 
 and Europe and “Rates from China” is the converse. CPI = Consumer Price Index; 


FAO = Food and Agriculture Organization.
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BOX 1.1  
 Continued
 FIGURE B1.1.1: U.S. CPI Inflation and International Oil Prices


FIGURE B1.1.2: U.S. CPI Inflation and FAO Food Prices


FIGURE B1.1.3: Container Freight Rates
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(22)Commodity Market Developments


Commodity prices surged in 2022Q1, supported by strong demand and, more recently due to 
 the war in Ukraine; supply factors have played a role in some commodities. The price spike has 
 been pronounced for commodities in which Russia and Ukraine play a key role in global markets, 
 including energy commodities (natural gas, coal, and crude oil), wheat (and less so maize), 
 fertilizers, as well as some metal commodities such as aluminum and palladium.


Energy prices experienced strong increases in 2022Q1 across the board. Crude oil prices 
 averaged $95/bbl in 2022Q1, up from $59/bbl in the same quarter last year—prices reached 


$130/bbl in early March, an eight-year high. Apart from strong demand, oil prices have been 
 affected by the war in Ukraine. Russia accounts for almost 7 million barrels a day of global 
 exports of crude oil (or 15 percent). Its large share combined with import ban announcements 
 by the United States and the United Kingdom contributed to the price spike. Oil prices have 
 been supported by tight supplies, including concerns about OPEC+ production capacity. OPEC+ 


production was 1 million barrels per day lower than its production target during 2022Q1. Natural 
 gas prices have also spiked, especially in Asia (which imports most of its natural gas in liquefied 
 natural gas form) and Europe. European natural gas prices experienced a fourfold increase in 
 2022Q1 compared to a year ago, primarily as a result of supply constraints during the second 
 half of 2021, which were further exacerbated by the war in Ukraine amid ongoing concerns 
 about the reliability of natural gas supply to Europe—Russia accounts for more than one-third 
 of European imports of natural gas. Energy prices are expected to be about 50 percent higher 
 in 2022 (compared to 2021). In addition to the ongoing conflict in Ukraine, energy prices will be 
 supported by the barrage of sanctions imposed on Russia, which are expected to have a lasting 
 negative effect on Russia’s oil production. Prices are expected to moderate in 2023 as production 
 rises elsewhere, especially in the United States.


Metal prices also continued to rise in early 2022, adding to last year’s gains. Iron ore, aluminum, 
 and nickel prices saw particularly large gains (25, 20, and 15 percent higher than the previous 
 quarter, respectively). Russia’s importance in some of these markets contributed to the spike. 


Metal prices are expected to rise moderately in 2022 before stabilizing in 2023. The effects of the 
 war in Ukraine are assumed to have less of a lasting impact on metals than on energy.


Agricultural prices rose 8 percent in 2022Q1. The war in Ukraine had a particularly large impact 
on wheat prices, which reached a high of US$560/ton in early March (up from US$350/ton 
in mid-February), as Russia and Ukraine collectively account for nearly one-quarter of global 
exports. Other food prices, including for maize and some edible oils, experienced increases as 
well, due to tight supplies and high input costs, especially for fertilizers (by contrast, rice prices 
have been remarkably stable). High energy prices, especially for natural gas and coal, exerted 
upward pressure due to fertilizer prices on top of the sharp rises in 2021. Agricultural prices are 
expected to average about 10 percent higher this year compared to 2021. They are expected to 
moderate in 2023 on increased supplies from the rest of the world.
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1.2 COVID-19 RECENT DEVELOPMENTS


The most recent wave of the COVID-19 pandemic—led by the Omicron variant—is subsiding 
 across countries in the world, including those in the region, although at different times and 
 speeds. After almost two years of the pandemic crisis, Sub-Saharan Africa appears to have 
 avoided the catastrophic health scenario that was predicted by experts.2 Around 8 million 
 cases of COVID-19 and more than 169,000 deaths were reported across Africa by March 20, 
 2022,3 a small fraction of the infections and fatalities registered worldwide (1.7 and 2.8 percent, 
 respectively).4 The numbers of cases and deaths are also significantly smaller than initially 
 predicted by public health experts and epidemiologists. For instance, early models predicted 
 that up to 70 million Africans would be infected with COVID-19 by June 2020, with more than 
 3 million people dying.5 Still, uncertainty about the spread and persistence of the virus remains, 
 as new variants could emerge among the unvaccinated across the world—and, particularly, on 
 the African continent. The Omicron wave may have resulted in lower death rates than the Delta 
 wave; however, it is still important to continue surveillance of the pandemic as new variants may 
 arise and the long-term effects from COVID-19 are being assessed.


A fourth wave of the coronavirus pandemic spread across countries in Sub-Saharan Africa in 
 December 2021—initially in Southern Africa (South Africa, Botswana, and Namibia) and Eastern 
 Africa. This fourth wave, led by the Omicron variant (B.1.1.529) of the coronavirus, was first 
 discovered in Botswana and South Africa and spread more rapidly than other strains of the 
 coronavirus. Despite the unknown long-term effects of the Omicron variant, it led to milder 
 symptoms and lower death rates. The high transmissibility of this variant is attributed to the 
 combination of about 50 mutations (more than any other variant so far), including more than 30 
 that affect its spike protein, the structure that helps the virus infiltrate cells.6 This was reflected by 
 the faster increase in cases during the Omicron wave compared to previous waves. For example, 
 it took 36 days from trough to peak of infections during the fourth wave of the pandemic in Sub-
 Saharan Africa—as opposed to more than 50 days during the third wave led by the Delta variant. 


The number of cases also came down at a faster pace. About a month after reaching the peak of 
 infections, the number of cases decreased by 66 percent during the fourth wave compared with 
 a 21 percent decline during the third wave (figure 1.5). 


The Omicron-led wave sharply increased the incidence of infections; however, it did not raise 
 the likelihood of severe illness or death in the same fashion as the Delta-led wave did (figures 
 1.5 and 1.6). For example, new daily cases on a seven-day basis in Sub-Saharan Africa increased 
 from a peak of 30,307 infections during the Delta wave to 39,935 infections during the Omicron 
 wave. New daily deaths in the region, by contrast, were not as high during the Omicron wave 
 (with a peak of 326 deaths on a seven-day basis) as they were during the Delta wave (with a peak 
 of 721 deaths on a seven-day basis). This observed uncoupling of cases and deaths during the 
 Omicron wave suggests a potential end to the emergency phase of the coronavirus pandemic. 


2  These numbers need to be taken with caution as the limitations in testing capacity and surveillance in the region may have led to underestimation of the spread of 
 COVID-19 (PERC 2021). Other assessments suggest that one in seven COVID-19 infections are being detected in Africa (WHO 2021). The country cases of Sierra Leone 
 (Bailor Barrie et al. 2021) and Zambia (Mwananyanda et al. 2021) also show evidence of underestimation of cases and deaths.


3  The majority of cases and deaths from COVID-19 in the region were registered in East and Southern Africa, with nearly 6.9 million infections and more than 154,282 fatalities. 


They represent 86 and 91 percent of the cases and fatalities in the region. 


4  Excluding South Africa, the global shares of cases and deaths in the region are about 0.9 and 1.1 percent, respectively.


5  Walker et al. (2020).


6  The World Health Organization designated Omicron a “variant of concern” on November 26, 2021, thus signaling the very high global risks it posed.



(24)The same pattern of 


behavior is observed in East 
 and Southern Africa (AFE) 
 and West and Central Africa 
 (AFW), although the levels 
 are significantly lower in 
 the latter subregion (figures 
 1.5 and 1.6). For example, 
 the peak of daily cases 
 (on a seven-day basis) in 
 AFE increased from 29,444 
 during the Delta wave to 
 36,568 during the Omicron 
 wave, while the peak of 
 daily deaths declined from 
 704 to 301. In AFW, the 
 peak of daily new cases 
 jumped from 3,326 in the 
 Delta wave to 7,603 in the 
 Omicron wave, while daily 
 new deaths dropped from 
 68 to 29. 


The number of fatalities, 
 hospitalizations, and 
 intensive care unit 


admissions have remained 
 low on the continent 
 throughout the recent peak 
 of the Omicron wave of the 
 pandemic. This is illustrated 
 by the case of South 
 Africa—the country in the 
 region with the largest 
 number of COVID-19 
 cases and fatalities.7 After 
 its identification in late 
 November 2021 by South 
 African scientists, the 
 Omicron variant spread rapidly and accounted for more than 98 percent of the cases, although 
 the death rate from Omicron-variant infections in South Africa peaked only at 15 percent of the 
 rate experienced when the Delta variant aggressively spread throughout the country. According 
 to South Africa’s National Institute of Communicable Diseases, 32 percent of the people who 


7  Experiences with cases, fatalities, and hospitalizations across Sub-Saharan African countries vary widely. In this case, we take the example of South Africa due to the availability of data on 
 hospitalizations and cases of severe disease.


Source: Our World in Data, Coronavirus Pandemic (COVID-19 Statistics).


Note: Data are as of March 20, 2022. The figures present seven-day averages of new daily cases and 
 deaths in the region.


FIGURE 1.5: Daily New COVID-19 Cases in Sub-Saharan Africa


FIGURE 1.6: Daily New COVID-19 Deaths in Sub-Saharan Africa
 The recent Omicron 


wave of the 
 coronavirus led to 
 record infections  
 at its peak.


Fatalities during the 
 Omicron wave were 
 lower than those 
 during the other 
 COVID-19 waves.
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