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Focus

Africa still hooked 

on dollars despite 

debt forgiveness 

When rich countries wrote off billions of dollars
of African debt in 2005, they hoped govern-
ments would think twice about borrowing

again in costly foreign currencies. Over a decade later,
most sub-Saharan African countries still rely on US dol-
lar-denominated debt to finance their economies. Some
investors say this is sowing the seeds of future debt
crises if local currencies devalue and make dollar debt
repayments more expensive.

Aside from South Africa and Nigeria, governments
have not yet done enough to develop capital markets
that would have allowed them to raise more money in
their own currencies, investors say. United Nations trade
body UNCTAD estimates that Africa’s external debt
stock rapidly grew to $443 billion by 2013 through bilat-
eral borrowing, syndicated loans and bonds. But since
then sharp currency devaluations across the continent
have pushed up the cost of servicing this debt pile,
which continues to grow.  

“We all thought (Africa) was going to be the next
emerging market. Governments should have been get-
ting rid of dollar liabilities and moving into local curren-
cy liabilities, which is what Brazil did 20 years ago and
Mexico 30 years ago,” said Bryan Carter, head of emerg-
ing debt at BNP Paribas Investment Partners. In 2007
Carter was optimistic enough to hold a third of his fund
in sub-African local debt. Now he has zero exposure
outside of South Africa, he said, adding: “They just fell
back into the ‘original sin’ trap of borrowing in dollars.”

After the debt, owed to multilateral organizations
such as the International Monetary Fund, was wiped
out, investors such as Carter were prepared to accept
the risks of buying local currency bonds, in exchange for
higher returns.  That would have allowed governments
to run their economies, regardless of exchange rate
moves between the US dollar and domestic currencies.
Currency and interest rates fluctuations have long been
a source of emerging market crises. Stimulating local
bond markets, could have helped start a domestic sav-
ings and investment industry and also helped to reduce
the reliance on commodities exports - a major source of
the dollar income needed for debt repayments.

Little Progress
But there’s been little progress on the steps needed

to foster local debt markets - pension reform, inflation
targeting and making currencies more flexible. Those
markets that have emerged are small and with low trad-
ing volumes, a similar story to many African equity mar-
kets.  Data from Frankfurt-based index provider
Concerto Financial Solutions shows 37 sub-Saharan
African nations with outstanding local currency debt of
just under $260 billion by end-2016.

Of that $146 billion is from Africa’s most developed
economy, South Africa, while Nigeria accounted for $40
billion - the only African markets big and liquid enough
to qualify for the GBI-EM index, widely used by emerg-
ing debt investors. Concerto said stripping out South
Africa, 16 African countries have borrowed roughly $30
billion in bonds since 2007.  In addition, China has
extended tens of billions of dollars in loans and some
countries have new debts to multilateral lenders.

“While Africa’s current external debt ratios currently
appear manageable, their rapid growth in several coun-
tries is a concern and requires action if a recurrence of
the African debt crisis of the late 1980s and the 1990s is
to be avoided,” UNCTAD warned last year. Other emerg-
ing markets in contrast have shifted almost entirely to
borrowing at home. Debt denominated in emerging
currencies totals about $15 trillion, or 80 percent of the
developing world’s bond stock. 

Efforts and Achievements 
Investors do note some positives such as better regu-

lation, growing pension assets and longer 10-20 year
bond tenors in many countries. Kenya recently sold the
world’s first mobile phone-based bond to ordinary citi-
zens And Ghana last month auctioned $2.2 billion in
cedi debt, the largest ever daily transaction in sub-
Saharan Africa. The deal attracted Michael Hasenstab,
Franklin Templeton’s high-profile fund manager.

A Ghanaian official said, speaking on condition of
anonymity, the government would focus this year on
extending the maturity of domestic bonds and would
not issue Eurobonds. Zambian finance minister Felix
Mutati too said he wanted domestic borrowing to be
the first port of call in future, noting the 2017 budget
was being financed largely on domestic markets. “The
domestic market, you cannot just go and dip a bucket
into it. It is a delicate operation, the reason being that
government borrowing can crowd out the private sec-
tor,” Mutati told Reuters, when asked why the govern-
ment had continued borrowing from overseas. Some
argue external borrowing is key in the early stages of a
country’s development. — Reuters

What next for Barca after losing La Liga?

Barcelona face a summer of reconstruction after their
grip on the La Liga title was ended by newly-
crowned champions Real Madrid. Here, AFP Sports

looks at five key issues the Catalans have to address in the
coming months to gain ground on their rivals from the
Spanish capital.

New deal for Messi
Undoubtedly Barca’s number one priority is to ensure

that Lionel Messi’s future remains at the Camp Nou. Barca’s
failure to win La Liga or the Champions League this season
has been no fault of Messi. The five-time World Player of
the Year has been at his brilliant best in carrying his side for
large parts of the campaign - most notably in scoring twice
to win a thrilling El Clasico 3-2 away to Madrid last month.

Messi’s contract is up in June 2018 meaning he could
freely speak to other clubs as early as January about mov-
ing on a free transfer. Thankfully for Barca that doesn’t
seem likely with Messi very much settled at the club where
he has spent his whole career. However, by allowing his
contract to run down, it will cost the Barca board a fortune
to tie Messi down which could impact on their ability to
make moves in the transfer market.

Appoint a new coach
Luis Enrique took the heat out of the debate surround-

ing his future back in March by announcing he will not stay
on as coach for next season after three years in charge.
Plenty of high-profile names were then linked with the job,
but all signs indicate the Barca hierarchy will opt for the
understated option of Athletic Bilbao’s Ernesto Valverde as
the man to step into the breach.

Valverde doesn’t have the glamour the likes of Enrique

or Pep Guardiola had when taking the job, but like
them he is a former Barca player and has a wealth
of experience in La Liga as a coach with over
400 games in charge of Bilbao, Espanyol,
Valencia and Villarreal.

Reconstruct the midfield
Barca have undergone a dramatic

change in style in recent years from
Guardiola’s team of metronomic
passers built around Xavi and
Andres Iniesta in midfield, to a
top heavy side reliant on the
firepower of Messi, Luis Suarez
and Neymar up front. With Xavi
gone and Iniesta playing a far
more limited number of
games at 33, Barca’s attempts
to find successors for two of the
greatest players in the club’s his-
tory have understandably ran
into problems.

Andre Gomes has so far proven
to be an expensive mistake at 35
million euros ($39.2 million), as has
Arda Turan and graduates from the
club’s academy like Rafinha and Denis
Suarez are better in wider roles.
Losing Thiago Alcantara to Bayern
Munich four years ago is now coming
back to bite as finding a true midfield gem
to gradually fulfil Iniesta’s role will be an
expensive and challenging process.

Right-back a priority
Before the midfield, Barca’s first priority in

the transfer market is a right-back. Poor plan-
ning also let Dani Alves go for free to

Juventus at the end of last season and his
scintillating form allied to Barca’s inabili-
ty to replace him has been another
stick with which to beat Barca’s belea-
guered board. Sergi Roberto has dep-
utized as best he can, but he remains

a converted midfield player and
exposed defensively when
faced with real quality.

Injection of young blood
Barca also missed out on the

title because Madrid were able
to field a team filled with

young back-ups for various
games down the stretch to
rest their first team stars

without suffering any dip in
performance. By contrast, Barca

face the problem of fending off the
ageing process with most of their
key men. Messi,  Suarez and

Gerard Pique all turn 30 this year,
whilst Javier Mascherano and Iniesta
are already well beyond that mark.

Indeed, only Neymar, Samuel Umtiti,
Roberto and Marc-Andre ter Stegen
can count themselves as regulars

with their prime years still ahead of
them. — AFP 

Real Madrid broke Barcelona’s recent stranglehold
on the La Liga title due to their effervescent
squad and superior strength in depth com-

pared with their arch-rivals, who delivered in the
biggest games but came unstuck against weaker
opposition. Luis Enrique’s side earned 14 points
from 18 in their six games against the other
sides in Spain’s top four, doing the double over
Sevilla, winning at Atletico Madrid and beating
Real Madrid at the Bernabeu.

Barca fared better against the top sides
than the champions, who clinched a 33rd
title, their first in five years, by winning 2-0 at
Malaga on Sunday. Madrid took eight points
from top-four opponents, yet Barca failed to win
a third successive title due to surprise slip-ups
against Alaves, Celta Vigo, Deportivo La Coruna and
Malaga, all  of whom were swatted aside by Real
Madrid. The Catalans’ first defeat of the season was a
shock 2-1 home loss to Alaves, when Luis Enrique’s
heavy squad rotation backfired as he rested Lionel
Messi, Luis Suarez and Andres Iniesta in preparation
for a Champions League game with Celtic. Barca
suffered their second defeat of the campaign
against Celta Vigo, losing 4-3 without the injured
Messi and with Iniesta rested for the first half. The

Catalans dearly missed Neymar when they lost 2-1
at lowly Deportivo just days after their stun-

ning 6-1 win over Paris St Germain in the
Champions League, and they struggled
without Gerard Pique and Ivan Rakitic
in a 2-0 loss at Malaga.

By contrast, Madrid won all of the
corresponding fixtures which Barca
lost as well  as easi ly beating Real

Sociedad and Real Betis, who held
the previous champions to draws,
even when coach Zinedine Zidane

made wholesale changes.  The
Frenchman has been able to leave
talisman Cristiano Ronaldo out of
nine league games and survived
long spells without record signing

Gareth Bale through injury. The likes of
Isco, Marco Asensio and Alvaro Morata
thrived in their places. Zidane made nine
changes from the team that lost 3-2 to
Barcelona in April against Deportivo and

watched his side run riot in a 6-2 win
with five different goalscorers. The
same players thrashed Granada 4-0,
Leganes 4-2 and Eibar 4-1.

Careful Management
The Spanish media have dubbed these second-string

players “the B team”, with some even arguing that they
are stronger than the first-choice players. Zidane, how-
ever, has reaped the benefits of his rotation system in
Europe as his well-rested first-choice players out-
gunned Napoli, Bayern Munich and Atletico Madrid to
reach the Champions League final against Juventus on
June 3 where they could seal their first European Cup
and Liga double since 1958.

Zidane’s careful management of Ronaldo, 32, has
been another factor behind ending their five-year wait
for the Liga title, with the Portuguese hitting peak form
in the final stretch of the season. Ronaldo’s 14 goals in
his last nine games in all competitions - including the
first after two minutes at Malaga on Sunday before
Karim Benzema’s second-half strike - contrasts with the
bedraggled state in which he ended the last campaign.

Another of Zidane’s achievements was convincing
the usually restless forward of the benefits of reduced
game time. “Everything is decided at the end of the sea-
son and Zidane has managed the team very well, and
we also have a great, young squad,” Ronaldo said after
the 4-1 win at Celta Vigo which took Real to the brink of
the title. — Reuters 

Zidane’s clever squad rotation key to title

The yawning gap between Tehran and
Washington has grown even wider
with US President Donald Trump’s lat-

est efforts to isolate Iran, which accused
the United States of “milking” Saudi Arabia
for petrodollars. Trump’s choice of Saudi
Arabia, Iran’s bitter regional rival, for his first
official foreign visit reflects the deep antag-
onism of his administration towards the
Islamic republic. The US president signed a
giant list of deals, worth a total of $380 bil-
lion, including $110 billion for weapons
that will invariably find their way into the
numerous conflicts of the region - includ-
ing Syria, Yemen and Iraq - where Riyadh
and Tehran often find themselves on
opposing sides. 

Trump also vilified Iran as the greatest
source of instability in the Middle East,
though many observers noted the irony
that his claims came on the same day that
41 million Iranians enthusiastically took

part in elections, with a sizeable majority
backing President Hassan Rouhani and his
policy of engagement with the world.
Relations with the US and Iran have been
under deep freeze since the Islamic revolu-
tion of 1979, which deposed the
Washington-backed shah. 

Trump’s team is dedicated to reversing
his predecessor’s efforts at rapprochement
with Iran, which saw a nuclear deal signed
in 2015, lifting many sanctions. “From
Lebanon to Iraq to Yemen, Iran funds,
arms and trains terrorists, militias and oth-
er extremist groups that spread destruc-
tion and chaos across the region,” Trump
said in Riyadh on Sunday. He called on all
countries to work together to isolate Iran
“until the Iranian regime is willing to be a
partner for peace”.

Analysts fear tensions are growing out
of control. “Battle lines are being drawn and
it’s worrying, especially when it comes just

a day after the election victory of Rouhani
which showed a real dynamic in favor of
democratization and opening in Iranian
society,” said Azadeh Kian of Sciences Po
University in Paris. 

‘Bastion of democracy’ 
I ran’s Foreign Minister Mohammad

Javad Zarif, who spearheaded the nuclear
negotiations, reacted sarcastically, compar-
ing this weekend’s elections in Iran to the
lack of democracy in Saudi Arabia.  “Iran -
fresh from real elections - attacked by
@POTUS in that bastion of democracy and
moderation,” Zarif tweeted, referring to the
US president. Is that a serious foreign poli-
cy, he asked, or is the US “simply milking”
Saudi Arabia for billions of dollars? 

Tehran sees itself as the vital force
holding back the advance of the Islamic
State group both in Syria and Iraq, and
finds it hard to comprehend US bellicosi-

ty. “Unfortunately, with the hostile and
offensive policies of American officials,
we see once again the reinforcement of
terrorist groups in the region... and the
dictators that support them,” said Iran’s
foreign ministr y  spokesman Bahram
Ghasemi yesterday.

The US and its Arab allies in the Gulf
respond that Iran and Russia’s support for
Syrian President Bashar Al-Assad has
helped perpetuate the chaos. And they
say Iran’s support for Lebanese militia
Hezbollah and Shiite Huthi rebel forces in
Yemen are deeply destabilizing. But Iran’s
Press  T V wrote on Sunday that  the
aggression coming from Riyadh this
weekend ultimately reflected the Saudis’
realization that they are losing in con-
flicts across the Middle East. “The Riyadh
regime has... failed to achieve its objec-
tives despite going to great expense,” it
wrote in an editorial. — AFP 

Tensions deepen between Saudi, Iran, US


