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African Sovereign credit ratings have deteriorated significantly in recent
years, hit hard by Covid, the Ukraine war, climate change, military coups and
Sovereign debt defaults. The chart below shows that Credit Benchmark’s
consensus credit rating index for African Sovereign default risk has
increased by 35% since early 2020, especially after the Ukraine invasion.

Credit Benchmark provides
Credit Consensus Ratings and
analytics based on contributed
risk views from 40+ of the
world’s leading banks, almost
half of which are Global
Systemically Important Banks
(GSIBs).

40
35
30
25
20
15
10

5

Credit Benchmark collects,
aggregates, and anonymizes
these risk views to provide
an independent, real-world
perspective of credit risk in
the form of Credit Consensus
Ratings and analytics.
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. Sovereign Credit Risk Africa
Credit Benchmark covers g

105,000+ corporate, financial, . . ) S
fund and sovereign entities Most African Sovereigns are non-investment grade, mainly in the b and ¢
globally, 90% of which are credit rating categories.
unrated by credit rating
agencles. Average of African Sovereign, Monetary Fund,
Credit Benchmark also produces Central Bank consensus credit ratings
over 1,200 credit indices, which 45
hel(f risk practitioners better 40
understand industry and sector
macro trends. 35
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Risk professionals at banks,
insurance companies, asset
managers and other firms use
the data to:

« gain visibility on entities
without a public rating

e inform risk-sharing
transactions (CRT / SRT)

« monitor and be alerted to
changes within the portfolio

% of Consensus Credit Ratings
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But some African Sovereigns have fared better than others. The 8 largest
economies generate nearly 70% of African GDP; the chart overpage shows
the breakdown with detailed 100-point consensus credit ratings.

« benchmark, assess and
analyze trends

» and fulfil regulatory
requirements and capital

1 creditbenchmark.com
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; ; _ _ _ Prior to technical default in Q4 2023,
500 GDP, Consensus Credit Rating (1=Best, 100=Worst, ccc=76) Ethiopia was highest risk with a

consensus credit rating of 76 (ccc+);
lowest is Morocco (consensus credit
500 65 (b-) 70 (ccct) rating = 35, bb+).

400 43 (bb) In recent years, oil-rich Nigeria has
deteriorated from b to ccc+ (consensus
credit rating = 70). Troubled Kenya has

8300 also deteriorated but remains in the b
category (consensus credit rating = 58).

200 48 (bb-)

Angola (consensus credit rating = 68,

I 35 (bb+) NR 2024 58 (b) 68 (coc+) ccc+) has slightly improved, but is below

the main credit rating agency ratings.
I I South Africa (consensus credit rating =
o , 43, bb) and Morocco (consensus credit
Egypt  Nigeria South Africa Algeria Morocco Ethiopia Kenya Angola rating = 35, bb+) have remained stable.

Egypt - Africa’s largest economy -
dropped from b to ccc+ in recent years but has since recovered (consensus credit rating = 65, b-).

100

Algeria (consensus credit rating = 48, bb-) has very patchy credit rating agency coverage; but consensus credit
data shows an improving trend over the past 9 months.

Shifting geopolitics may drive demand for African resources

Africa may be rich in natural resources, but its 12% share of the global population earns just 3% of global GDP;
sustained growth has often been hampered by some unique obstacles to economic development.The chart below
plots key current economic indicators for Africa vs the rest of the world:
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Median interest rates, inflation, unemployment and budget deficit in Africa are above the global ex-Africa median
- but so is current GDP growth. The main outlier is the Current Account; Africa is not exporting enough to cover
import demand.

But shifting geopolitics may bring new benefits: technology needs and supply chain shocks are driving China,
Russia and the US to compete directly for favourable raw material trade deals with numerous African countries.

Using Credit Benchmark consensus credit rating data to project recent trends and credit cycles suggests the
following range for 49 African Sovereign & Central Bank default risks over the next 12 months:
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This range in the previous chart shows possible projections of African Sovereign default risk using a mixture of
linear and non-linear extrapolations. It is heavily influenced by trends in the proportion of obligors in the c credit
rating category, which is the source of most defaults.

Credit cycles have a major impact on the pace of credit downgrades and hence the proportion in the c credit
rating category. The balance between credit deteriorations and credit improvements in the African Sovereign
universe shows the scope for turning points (obligors beginning to upgrade from the c credit rating category back
into the b categories).

The two charts below show the credit rating category mix over time (left chart) and the 12-month cumulative
balance in credit deteriorations vs. credit improvements (right chart).
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The c credit rating category has more than doubled since 2018; it was particularly steep during Covid, before
stabilizing in 2021. But the Ukraine invasion brought renewed credit decline and it currently stands at around one
third of all African Sovereign ratings.
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During Covid, rolling 12-month credit deteriorations were nearly 70%; this dropped to 10% during the recovery
before spiking again to 60%. This recent trend is projected to continue, so the pace of credit downgrades is
also likely to slow. At the very least, the c-category proportion is expected to stabilise and there is a possibility
that African sovereign credit ratings move into a net credit improvement phase, especially if global commodity
demand continues to grow.

Credit improvement on the horizon for African sovereigns

The African economy is on a tightrope - climate change and political instability are major negatives, but the

of the increasingly competitive global superpowers may bring some benefits in
the form of investment and growing exports. We forecast that African Sovereign default risk will improve by more
than 10% in the next 12 months

Credit Benchmark offers entity-level Credit Consensus RatinFs onover 105,000 counterparts and
borrowers globally, alongside an extensive suite of analyticaltools and products.

If yog would like a free analysis of the default risk projections of your own portfolio, we encourage
you to

Credit Benchmark does not solicit any action based upon this report, which is not to be construed as an invitation to buy or sell any security or financial
instrument. This report is not intended to provide personal investment advice and it does not take into account the investment objectives, financial
situation and the particular needs of a particular person who may read this report.
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