
USD: The dollar weakened on Friday (04/02/2022) and lost about 2% for 
its worst weekly decline since March 2020, as traders reassessed the 
outlook for monetary policy following a hawkish shift from major central 
banks. The Bank of England raised rates by 25 bps although nearly half of 
its members wanted a bigger 50 bps increase to tame inflation. 
Meanwhile, the European Central Bank kept rates unchanged, but ECB 
president Christine Lagarde declined to rule out a rate hike this year 
citing mounting inflation risks. The dollar plunged by 0.85% and 2.84% 
against the pound and the euro respectively. We therefore expect the 
dollar to rebound after US nonfarm payrolls significantly surpassed 
market expectations. Also, investors now await US inflation data which is 
due this week, where a negative outcome could weigh on market 
sentiment and vice versa.

GBP: The pound mixed performed on Friday (04/02/2022), as investors 
reacted to an expected 25 bps rate hike by the Bank of England in 
response to the highest inflation rate in three decades. At the same time, 
policymakers announced the start of tapering the central bank’s £875 
billion QE (Quantitative easing) program by immediately stopping 
reinvesting the proceeds of expired gilts, as well as plans to offload the 
whole stock of corporate bonds by the end of 2023. The pound gained by 
0.86% against the dollar and tumbled by 1.58% against the euro. We 
expect the pound to remain stable in the week ahead as investors contin-
ue to weigh prospects of a faster tightening from the BoE, mixed 
corporate results, the Ukraine crisis and the political turmoil around Boris 
Johnson leadership.

EUR:  The euro strengthened, its highest since November 2021 and was 
on track to gain approximately 3% on the week after comments from ECB 
policymakers signaled a hawkish stance on the back of unanimous 
concerns over higher inflation across the ECB's board. During the ECB 
press conference, President Lagarde ruled out keeping the rates stable 
this year saying the bank would assess conditions very carefully and 
when the time is right, the ECB will hike rates. The euro advanced by 
2.93% and 1.70% against the dollar and the pound respectively. We 
however expect the euro to trade lower in the coming week as the dollar 
is expected to bounce back powered by better-than-expected US 
nonfarm payrolls report, strengthening the case for interest rate hikes by 
the Federal Reserve in March,2022.

Global Fx Market                        

African Fx Market
Review And Outlook 

Indicative Exchange Rate
For Banks

  GHANA: GHS: 6.12 USD1; GHS: 8.26 GBP1; GHS: 6.97 EUR1

- In the week under review, the cedi stumbled against all the tracked 
currencies in our basket. The local unit declined by 1.39% against the 
dollar. Then again, it depreciated by 2.32% and 3.78% against the pound 
and the euro respectively.

- The local currency struggled amid a soft dollar and higher investment 
income outflows stemming from increased interest payments, and 
dividend and profit repatriation.  

- Also, the prospect of a faster policy tightening by the US Federal 
Reserve, BoE raising rates by 25 bps as expected and comments from 
ECB policymakers signaling a hawkish stance continued to dent risk 
appetite for the cedi.

- In the weeks ahead, we however expect the Cedi to ease slightly 
supported by Ghana’s net international reserves which ended 2021 at 
$6.09 billion which is equivalent to 4.4 months of import cover. Also, the 
periodic intervention by the Central Bank through Fx auction on the 
market is expected to support the cedi.

 SOUTH AFRICA: ZAR: 15.16 USD1; ZAR: 20.56 GBP1; ZAR: 17.18: EUR1

- In the week under review, the rand improved against the dollar, but 
then again dipped against the pound and the euro respectively. The rand 
was up by 1.53% against the dollar. However, it dropped by 0.03% and 
1.37% against the pound and the euro respectively. 

- The South African rand recovered some gains, amid a softer dollar and 
despite heightened domestic risks due to continued scheduled power 
cuts. 

- South Africa’s economy has been hit by energy shortages as power 
utility Eskom struggles to address long-standing operational and 
financial challenges, with the emergency program to add generation 
from private producers experiencing multiple delays.

- At the same time, the country's economic outlook remains fragile amid 
ongoing concerns around the evolution of the pandemic, higher inflation 
and interest rates and policy uncertainty.

- Also, the prospect of a faster policy tightening by the US Federal 
Reserve and worries about a potential military conflict in Eastern Europe 
limited further gains.

- This week, we expect the rand to end lower as the dollar is projected to 
gain some grounds. Also, heightened domestic risks due to continued 
scheduled power cuts is expected to put some pressure on the rand.
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During the week under review, NIB quoted the highest rate against the 
dollar at GHS6.51. This was followed by CBG and SG, quoting GHS6.50 
and GHS6.48 respectively. The rate for GCB was GHS6.41.

ECONOMIC NEWS
• The performance of Ghana’s banking sector in 2021 pointed to 
sustained growth in assets, deposits, and investments alongside 
improvements in the financial soundness indicators. In the year, total 
assets grew by 20.4% to GH¢179.8bn as at Dec. 2021.

• Also, The Bank of Ghana (BoG) has raised some GHS1,781m from 
the issuance of its own bills. The BoG bills with a maturity period of 
14 days was auctioned by the Central Bank on Wednesday, Feb. 2, 
2022.

• Ghana slammed a debt downgrade by Moody’s Investors Service, 
saying it was “gravely concerned” and that the ratings company left 
out key data to arrive at its decision. Moody’s lowered Ghana’s 
long-term debt one step to Caa1 from B3 on Feb. 4,2022 citing an 
increasingly difficult task the government faces in addressing its 
liquidity and debt challenges amid revenue-generation constraints.
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This document has been prepared by the Research Department of GCB Bank Limited solely for information purposes and does not constitute any legally binding obligations on GCB. Any views 
expressed are those of the Research Department. Any views and commentary in this communication (the views) are short term views of the GCB Research Department from which it originates 
(the authors) and are  not a personal recommendation and do not take into account whether any product or transaction is suitable for any particular investor.

Whilst the information provided in this document has been prepared by GCB Research Department based upon or by reference to sources, materials that GCB believes to be reliably accurate, 
GCB does not guarantee its completeness or accuracy. The message is for information purposes only as of the date hereof and are subject to change. It is not a recommendation, advice, offer 
or solicitation to buy or sell a product or service. We do not accept any liability for losses (direct or consequential) which may arise from making use of this document or its contents or reliance 
on the information contained herein. 

All opinions and estimates are given as of the date hereof and are subject to change. GCB is not obliged to inform readers of any such change to such opinions or estimates. This document do 
not purport to contain all the information that you may desire. In all cases, interested parties should conduct their own investigations and analysis of the transaction described in the document 
and of the data set forth in the document. In particular it is recommended for interested parties to check that the information provided is in line with their own circumstances with regard to 
any legal, regulatory, tax or other specialist or technical advice or services, if necessary with the help of a professional advisor.

This document is confidential and may not be reproduced or distributed in whole or in part without the prior written permission of GCB.  

©2019 GCB Bank Limited. 
All rights reserved.
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