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1. The assessment of achievement of macroeconomic convergence criteria in 2020 is based on the revised COMESA macroeconomic convergence criteria (2019-2025), summarized as follow: 
Primary Criteria

1. Overall budget deficit/GDP ratio (including grants) of not more than 5%

2. Annual average inflation rate of 7% (with a band of +/-1%).
3. Central Bank financing of the budget deficit/average revenue of last 3 financial years of not more than 5% (target of 0%) 

4. External Reserves of equal to or more than 3 months of imports cover (target is atleast 6 months)
Secondary Criteria

1. Nominal Exchange rate Variability against the US Dollar of ±10%

2. Central Government Debt Stock as a ratio of GDP at less than 65%

3. Total Tax Revenue to GDP Ratio of atleast 20%.

4. Achievement and maintenance of Government Capital Investment to Tax Revenue of at least 20%
2. Table 1 gives a summary of the progress made towards achieving macroeconomic convergence by member states in 2020. 

Table 1: 2020 Macro-Economic Convergence Achievements 
	Country
	Primary Criteria
	Secondary Criteria

	
	1

(% of GDP)
	2

(%)
	3

(%)
	4

(Months)
	1

(%)
	2

(% of GDP)
	3

(% of GDP)
	4

(% of Tax Rev)

	Burundi
	-12.1
	7.3
	N/A
	0.8
	N/A
	69.5
	N/A
	N/A

	
	Not Met
	Not Met
	
	Not met
	
	Not Met
	
	

	Congo. Dem. Rep.
	-0.1
	1.1
	N/A
	7.9
	N/A
	15.2
	N/A
	N/A

	
	Met
	Met
	
	Met
	
	Met
	
	

	Comoros
	-1.6
	11.3
	N/A
	0.6
	N/A
	26.8
	N/A
	N/A

	
	Met
	Not Met
	
	Not Met
	
	Met
	
	

	Djibouti
	-1.3
	2.9%
	N/A
	1.3
	N/A
	42.2
	N/A
	N/A

	
	Met
	Met
	
	Not Met
	
	Met
	
	

	Egypt Arab Rep
	-7.9
	5.7
	5.3
	6.1
	16.08
	90.7
	12.7
	25.9

	
	Not met
	Met
	Not Met
	Met
	Not Met
	Not Met
	Not Met
	Met

	Eritrea
	-5.0
	4.9
	N/A
	2.0
	N/A
	184.7
	N/A
	N/A

	
	Met
	Met
	
	Not met
	
	Not Met
	
	

	Ethiopia
	-2.8
	20.4
	N/A
	2.1
	N/A
	55.3
	N/A
	N/A

	
	Met
	Not met
	
	Not met
	
	Met
	
	

	Eswatini
	-8.1
	3.9
	N/A
	3.5
	N/A
	47.1
	N/A
	N/A

	
	Not Met
	Met
	
	Met
	
	Met
	
	

	Kenya
	-7.8
	5.4
	0.0
	5.4
	4.6
	65.6
	14.0
	N/A

	
	Not Met
	Met
	Met
	Met
	Met
	Not Met
	Not Met
	

	Madagascar


	-3.5
	4.5
	0.0
	6.0
	4.7
	36.3
	9.5
	75.1

	
	Met
	Met
	Met
	Met
	Met
	Met
	Not Met
	Met

	Libya
	N/A
	22.3
	N/A
	N/A
	N/A
	
	N/A
	N/A

	
	
	Not Met
	
	
	
	
	
	

	Malawi
	-13.1
	8.6
	31.2
	3.2
	4.6
	46.9
	12.1
	31.2

	
	Not Met
	Not met
	Not met
	Met
	Met
	Met
	Not Met
	Met

	Mauritius
	-10.4
	2.5
	N/A
	13.5
	N/A
	87.8
	N/A
	N/A

	
	Not Met
	Met
	
	Met
	
	Not Met
	
	

	Rwanda
	-5.4
	8.0
	N/A
	4.7
	N/A
	61.0
	N/A
	N/A

	
	Not Met
	Not Met
	
	Met
	
	Met
	
	

	Seychelles
	-19.5
	1.2
	0.0
	5.0
	25.3
	100.8
	31.8
	16.2

	
	Not Met
	Met
	Met
	Met
	Not Met
	Not Met
	Met
	Not Met

	Somalia
	N/A
	
	N/A
	
	N/A
	N/A
	N/A
	N/A

	
	
	
	
	
	
	
	
	

	Sudan
	-5.9
	163.3
	N/A
	1.8
	N/A
	262.5
	N/A
	N/A

	
	Not Met
	Not Met
	
	Not Met
	
	Not Met
	
	

	Tunisia
	-10.6
	5.7
	N/A
	4.1
	N/A
	87.6
	N/A
	N/A

	
	Not Met
	Met
	
	Met
	
	Not Met
	
	

	Uganda
	-7.6
	3.8
	N/A
	4.5
	N/A
	45.7
	N/A
	N/A

	
	Not Met
	Met
	
	Met
	
	Met
	
	

	Zambia
	-13.9
	16.3
	N/A
	1.2
	N/A
	117.8
	N/A
	N/A

	
	Not Met
	Not Met
	
	Not Met
	
	Not Met
	
	

	Zimbabwe
	-1.1
	557.2
	N/A
	0.3
	N/A
	88.9
	N/A
	N/A

	
	Met
	Not Met
	
	Not met
	
	Not Met
	
	


Source: IMF REO Sub Saharan Africa April 2021; IMF REO Update Middle East and Central Asia

April 2021; and Country Reports for Egypt, Kenya, Madagascar, Malawi and Seychelles.
Notes: N/A outturn numbers were not available at the time of compiling this report. 
3. The progress related to Primary and Secondary macroeconomic convergence criteria by member countries in 2020 as summarized in Table 1 indicate the following:
PRIMARY CRITERIA
I. Overall budget deficit/GDP ratio (Including grants) of at most 5%

4. The region’s average overall fiscal deficit including grants as a percentage of GDP widened to -5.7% in 2020 from -4.8% in 2019. This was on account of economic crisis triggered by COVID-19 pandemic and exacerbated by political cycles in some of the member countries. Although projected, in general, to narrow in 2021 to -5.2% and further to -4.0% in 2022, mainly due to the expected economic recovery—higher revenues, resumption of fiscal consolidation in some countries and expiration of pandemic related measures as countries enhance the roll out and uptake of the COVID-19 vaccine, it remains elevated relative to the benchmark.  
5. Only Seven (07) COMESA member countries, namely Democratic Republic of Congo, Comoros, Djibouti, Ethiopia, Eritrea, Madagascar and Zimbabwe achieved the COMESA macroeconomic Convergence Criteria of overall budget deficit/GDP ratio (including grants) of 5%. 

II. Annual average inflation rate of 7% (with a band of +/-1%)
Region wide average inflation rate itched for the 2nd consecutive year to 19.1% in 2020, up from 13.52% in 2019 and 9.5% in 2018. The rise in inflation during the year under review mostly reflects a confluence of factors including: higher food prices due to lockdowns and containment measures that affected global, regional and domestic food supply chains, resulting in scarcity of imported and domestically produced food; the impact of exchange rate depreciation due to plummeting commodity prices; and a rebound of energy prices towards the end of the year. 
6.  Thirteen (13) COMESA members countries, namely Egypt, Seychelles, Burundi, Comoros, Djibouti, Eritrea, Eswatini, Kenya, Madagascar, Mauritius, Rwanda, Tunisia and Uganda achieved the COMESA macroeconomic Convergence Criteria of average annual inflation rate of 7% (with a band of +/-1%). 
III. Minimize the Central bank financing of the budget towards zero

7. Most COMESA member countries have rules which prescribe central bank financing as a % of the previous year’s tax revenue. In light of the adverse effects of COVID-19 on fiscal accounts, several of the COMESA region Central Banks, in 2020, remained largely supportive—including shifting priority to crisis management objective instead of strict price stability.  
8. Three (03) COMESA member country, namely Kenya, Seychelles and Madagascar, of the countries which reported achieved the criteria. 
IV. External Reserves of equal to or more than 3 months of imports of goods and non-factor services

9. In 2020, the COMESA region external reserves levels continued to remain relatively low in most member countries at an average level of 3.2 in month of imports of goods and services, down from 3.9 months in 2019. Adequate reserves help countries better manage their economies and respond to external shocks, while appropriate reserve management is essential for minimizing the opportunity cost of holding reserves and maximizing returns. In 2020, external reserves in months of imports of goods and services suffered considerable pressure to provide for foreign exchange to support importation of COVID-19 health related equipment’s and drugs; smoothing disruptive volatility in the exchange rate and supporting food imports for food deficient economies of the region

10. Eleven (11) COMESA member countries namely, Comoros, Egypt, Eswatini, Kenya, Madagascar, Malawi, Mauritius, Rwanda, Seychelles, Tunisia and Uganda achieved the COMESA macroeconomic Convergence Criteria of External Reserves of equal to or more than 3 months of imports of goods and services.  
SECONDARY CONVERGENCE INDICATORS
I. Nominal Exchange rate Variability against the US Dollar of ±10%
11. In 2020, economic disruptions brought about by COVID-19 resulted in tightening of global financing conditions, unprecedented capital outflow and sharp decline in remittances and tourism receipts, putting a strain on the required resources to deal with the pandemic and support economic recovery. These meant severe exchange rate pressure across many countries in the region, and as a result, most central banks in the region pursued an accommodative monetary policy stance and allowed the exchange rate to depreciate while conducting foreign exchange interventions to smooth disruptive volatility. The depreciation of currencies in member countries had adverse impact on debt repayment obligations and inflation.
12. Three (03) countries, namely Kanya, Malawi and Madagascar, of the five countries which reported (the others being Egypt and Seychelles) achieved the revised COMESA secondary Convergence Indicator of nominal exchange rate variability of ±10%.   
II. Central Government Debt Stock as a ratio of GDP at less than 65%
13. The region’s average total government debt as a share of GDP surged to 59.3% in 2020, as compared to 56.6% in 2019. The rise in debt was mainly due to COVID-19 related recurrent expenditure needs, coupled with sharp decline in revenues occasioned by lockdowns and general economic slowdown. This exerted considerable pressures on government finances and forced almost all the economies in the region to run widening fiscal deficits. 
14. Nine (09) COMESA member countries namely, Democratic Republic of Congo, Comoros, Djibouti, Ethiopia, Eswatini, Madagascar, Malawi, Rwanda and Uganda achieved the revised COMESA secondary Convergence Indicator of total government debt as a share of GDP of less than 65%.   
III. Total Tax Revenue to GDP Ratio of at least 20%.
15. Adequate level of revenue to GDP ratio is necessary to implement policies that would move the economies into virtuous cycle of higher investment and higher growth. 
16. Only one (1) country, Seychelles, of the countries that reported achieved the revised COMESA secondary Convergence Indicator of total tax revenue to GDP ratio of at least 20%.  

IV. Achievement and maintenance of Government Capital Investment to Tax Revenue of at least 20%
17. Only Three (03) of the COMESA member countries that reported data, namely Egypt, Malawi and Madagascar achieved the revised COMESA secondary Convergence Indicator of maintenance of government capital investment to tax revenue of at least 20%. 
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