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The Current State of Ghana's Current Account to GDP

A critical analysis of Ghana’s current account deficit in relation to GDP, key statistics,
and recommendations for improving the current account balance through export

diversification and import substitution.
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Highlights

Analysis of Ghana’s current account deficit in relation to GDP and its economic
implications.
Top 10 key statistics on Ghana’s trade balance, foreign investments, and

remittances.
Projections and recommendations for improving Ghana’s current account to GDP

ratio.
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Research Methodology

This article draws from a variety of credible sources, including data from the Bank of
Ghana, the International Monetary Fund (IMF), the World Bank, and academic studies
focused on international economics. The research methodology includes an analysis of
historical trends and recent developments regarding Ghana’s current account, its major
components (trade balance, services, primary income, and secondary income), and its
relationship to GDP. Addltlonally, projections from gIobaI financial institutions and policy
reports are utilized to provide an accurate assessment.

Top 10 Key Statistics and Facts

1. Current Account Deficit (2023): Ghana’s current account deficit is projected
at 3.5% of GDP, an improvement from 4.2% in 2022.

2. Export Value (2023): Total exports amounted to approximately $17.8 billion,
primarily driven by gold, crude oil, and cocoa.

3. Import Value (2023): Imports were valued at around $19.9 billion, with fuel,
machinery, and food products accounting for the majority.

4. Remittances (2023): Remittance inflows reached $4.7 billion, contributing
positively to the current account balance.

5. Foreign Direct Investment (FDI): Net FDI inflows amounted to $2.5 billion in
2023, reflecting increased investor confidence.

6. Primary Income Deficit: Ghana’s primary income deficit, which includes
payments on foreign investments, was around $2.3 billion in 2023.

7. Secondary Income Surplus: Secondary income, driven by remittances,
registered a surplus of $4.5 billion.

8. Trade Balance (2023): Ghana’'s trade balance recorded a deficit of $2.1 billion,
mainly due to rising import costs.

9. Net Services Deficit: Ghana recorded a services deficit of $1.8 billion,
reflecting high costs in sectors like transportation and financial services.

10. Foreign Reserves (2023): Ghana’s foreign exchange reserves were
approximately $5.5 billion, covering around 3.3 months of import needs.

Body of Article / Critical Analysis

Ghana’s current account balance, measured as a percentage of GDP, is a key indicator
of the country’s economic health and external financing requirements. As of 2023, the
current account deficit stands at 3.5% of GDP, showing a slight improvement from the
4.2% deficit recorded in 2022. Despite this progress, Ghana continues to grapple with

structural issues that exacerbate its external vulnerabilities.

The main contributors to Ghana’s current account deficit are its trade balance, which is
persistently negative due to high imports, and its primary income deficit, driven by
payments on foreign investments. Ghana’s economy remains heavily reliant on the
export of a few key commodities—gold, cocoa, and crude oil—which account for over
80% of total export revenues. While these sectors have provided some economic
resilience, global price volatility in these commodities leaves the current account
vulnerable to external shocks.

In contrast, remittances and foreign direct investment (FDI) inflows offer a buffer to the
current account deficit. Remittances, primarily from the Ghanaian diaspora, reached
$4.7 billion in 2023, providing much-needed foreign exchange. Similarly, FDI inflows
have strengthened, reflecting increased investor confidence in Ghana’s long-term
growth prospects. However, these positive inflows are insufficient to offset the rising
cost of imports, particularly fuel and machinery, which are essential for the country’s
infrastructure and industrial development.

Ghana’s secondary income surplus, driven largely by remittances, has also played a
stabilizing role in the current account. While remittances have grown consistently, other
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areas of the current account, such as services, have recorded deficits. The services
deficit of $1.8 billion highlights inefficiencies in transportation, logistics, and financial
services, all of which are critical for supporting export growth and reducing the overall
current account gap.

Current Top 10 Factors Impacting Ghana’s Current Account to GDP Ratio

1. Global Commodity Prices: Volatility in the prices of gold, cocoa, and crude oil
directly impacts export revenues.

2. Import Dependency: Ghana’s reliance on imports for fuel, machinery, and food
products widens the trade deficit.

3. Foreign Direct Investment (FDI): FDI inflows provide some relief but are
uneven and subject to external investor sentiment.

4. Remittances: Strong remittance inflows help stabilize the current account, but
they are insufficient to bridge the trade deficit gap.

5. Services Deficit: High costs in sectors such as transportation, logistics, and
financial services increase the current account deficit.

6. Foreign Reserves: Ghana’'s foreign reserves have declined, limiting the
country’s ability to manage its current account imbalance.

7. Currency Depreciation: Depreciation of the Ghanaian cedi increases the cost of
servicing external debt and imports, worsening the current account.

8. Debt Servicing Costs: Payments on foreign debt reduce primary income and
exacerbate the current account deficit.

9. Government Fiscal Policy: Expansionary fiscal policy, leading to high
government spending and borrowing, contributes to external imbalances.

10. Economic Growth: Slower-than-expected GDP growth limits Ghana’s ability to
improve its current account position through increased export volumes.

Projections and Recommendations

In the near term, Ghana’s current account deficit is expected to remain between 3.5%
and 4.0% of GDP, contingent upon global commodity prices and the country’s ability to
manage import costs. The government must prioritize export diversification beyond
traditional sectors like gold, cocoa, and crude oil to create more resilience in the face of
commodity price fluctuations. Developing the non-traditional export sector, such as
horticulture, light manufacturing, and tourism, will be essential to improving Ghana’s
current account balance.

Additionally, the country must reduce its dependence on imported goods by promoting
local production in key sectors such as energy, agriculture, and manufacturing.
Investment in renewable energy could help reduce the fuel import bill in the long run.
Policymakers should also focus on improving the efficiency of services, particularly in
transportation and logistics, to reduce the services deficit.

Conclusion

Ghana’s current account deficit, though slightly improved, remains a pressing concern
for the country’s macroeconomic stability. The reliance on volatile export commodities,
coupled with high import costs, continues to strain the current account. While
remittances and FDI inflows offer some relief, they are not enough to offset the growing
trade and services deficits. Going forward, export diversification and local production
will be key strategies for reducing the current account deficit and enhancing Ghana’s
economic resilience.

Notes

This analysis is based on the most recent data available as of 2023. Changes in
global commodity prices or macroeconomic policies may alter future projections.
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