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Ghana’s Private Debt to GDP: Trends, Analysis, and
Economic Implications

Explore the trends and economic implications of Ghana’s private debt to GDP ratio in

this comprehensive analysis. Learn about the factors driving private debt growth and

future projections.
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Highlights

Analysis of the current state of Ghana’s private debt relative to its GDP and the
broader economic implications.

Key statistics providing insights into trends in private debt levels and their growth
relative to GDP.

In-depth exploration of factors driving Ghana's private debt to GDP ratio and
projections for future economic stability.
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Ghana's Private Debt to GDP: An Expository and Critical Analysis

Highlights:

Analysis of the current state of Ghana’s private debt relative to its GDP and the
broader economic implications.

Key statistics providing insights into trends in private debt levels and their growth
relative to GDP.

In-depth exploration of factors driving Ghana's private debt to GDP ratio and
projections for future economic stability.

Research Methodology: This article is based on data from the Bank of Ghana, the
International Monetary Fund (IMF), and World Bank reports. A combination of
quantitative analysis of Ghana’s private debt levels and GDP growth trends over the
past decade is employed to understand the ratio's evolution. Comparative research
highlights Ghana’s private debt to GDP relative to other Sub-Saharan African
economies, using policy reviews and economic forecasting tools.

Top 10 Key Statistics and Facts:

210.2Ghana’s private debt to GDP ratio was approximately 18% in 2023, up from 15%
in 1.

2. Total private sector debt reached GHS 70 billion in 2023, driven by increased
borrowing by businesses and households.

3. Ghana’s GDP growth rate slowed to 3.5% in 2023, further increasing the
debt-to-GDP ratio as borrowing outpaced economic expansion.

4. Non-performing loans (NPLs) in the private sector increased to 17.3% in 2023,
reflecting growing financial distress among businesses.

5. Commercial bank lending rates reached an average of 35.5% in 2023,
contributing to higher borrowing costs for the private sector.

6. Ghana’s credit to the private sector accounted for 15% of GDP in 2023, lower
than the regional average of 20% for Sub-Saharan Africa.

7. Private sector credit growth slowed to 8% in 2023, down from 12% in 2022,
reflecting the high interest rate environment.

8. The construction sector accounted for 20% of private sector debt in 2023, while
the agricultural sector’s share declined to 10%.

9. Household debt increased by 6% in 2023, as consumers borrowed more to cope
with inflationary pressures.

10. Projected private debt to GDP growth for 2024 is estimated to remain at around
18-20%, depending on inflation control and GDP growth.
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Body of Article/Critical Analysis:
Overview of Ghana’s Private Debt to GDP Ratio:

Private debt to GDP is an important economic indicator that measures the total amount
of debt held by businesses and households in relation to the country's gross domestic
product. It provides insight into the financial health of the private sector and its ability
to service debt while sustaining economic growth. In Ghana, the private debt to GDP
ratio has risen steadily in recent years, reaching approximately 18% in 2023. This
growth reflects increased borrowing by businesses and households amid rising inflation,
currency depreciation, and high interest rates.

The ratio’s increase in 2023 is indicative of a more leveraged private sector, with
businesses relying on debt to finance operations and investments, while households
borrow to cope with rising living costs. This trend, however, poses risks to economic
stability, particularly as Ghana’s GDP growth has slowed to 3.5%, increasing the debt
burden relative to the size of the economy.

Key Drivers of Private Debt Growth:
1.

Inflation and Currency Depreciation: Ghana’s inflation rate, which exceeded 40% in
early 2023, has been a major driver of private debt growth. Businesses have borrowed
more to cover rising operational costs, while households have turned to credit to
manage higher living expenses. The depreciation of the cedi has further exacerbated
these pressures, making it more expensive for businesses reliant on imports.

2.

High Interest Rates: The Bank of Ghana’s decision to raise the policy rate to 30% in
2023, in response to inflation, has increased borrowing costs. Commercial lending rates
reached an average of 35.5%, pushing up the cost of servicing existing debt and
discouraging new credit expansion. This has slowed credit growth, even as private
sector debt continues to rise relative to GDP.

3.

Non-Performing Loans (NPLs): The rise in non-performing loans to 17.3% in 2023
reflects the financial challenges faced by businesses and households in Ghana. As
borrowers struggle to meet their debt obligations, banks have tightened lending
standards, further constraining access to credit for the private sector.

4.

Slow GDP Growth: Ghana’s GDP growth slowed to 3.5% in 2023, down from 5.4% in
2021, exacerbating the private debt to GDP ratio. As debt levels rise while economic
growth stagnates, the private sector faces increased financial vulnerability, with
businesses relying more heavily on debt to sustain operations.

5.
Sectoral Credit Allocation: The construction and real estate sectors have been
significant drivers of private debt growth, accounting for 20% of total private debt in
2023. In contrast, lending to the agricultural sector has declined, reflecting the
challenges faced by farmers in accessing affordable credit amid rising input costs.

Economic Implications of Rising Private Debt to GDP:
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The increase in Ghana's private debt to GDP ratio presents both opportunities and risks
for the economy. On the positive side, access to credit allows businesses to invest,
expand, and innovate, driving economic growth and job creation. For households,
borrowing provides a buffer against inflation and economic uncertainty.

However, the rapid rise in private debt relative to GDP poses significant risks to
financial stability. High levels of debt increase the likelihood of defaults, particularly in a
high interest rate environment where the cost of servicing debt continues to rise. The
increase in non-performing loans in 2023 highlights these risks, with many businesses
and households struggling to meet their financial obligations.

The slowdown in GDP growth further exacerbates the debt burden, as businesses
generate lower revenues relative to their debt levels. If private debt continues to rise
without corresponding economic expansion, Ghana may face increased financial
distress, leading to lower investment, reduced consumption, and slower economic
recovery.
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Current Top 10 Factors Impacting Ghana’s Private Debt to GDP:

1. Inflationary Pressures.

2. Bank of Ghana’s Policy Rate.

3. Currency Depreciation (Cedi).

4. Non-Performing Loans and Credit Risk.

5. Sectoral Credit Allocation (Construction, Agriculture).
6. Private Sector Credit Growth.

7. Consumer Confidence and Borrowing Behavior.

8. Government Borrowing Crowding Out Private Credit.
9. High Lending Rates and Borrowing Costs.

10. Global Economic Trends and Commodity Prices.
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Projections and Recommendations:

Looking ahead, Ghana’s private debt to GDP ratio is expected to remain elevated in
2024, with projections indicating a range of 18-20%, depending on inflation control and
GDP growth. If inflation moderates and the cedi stabilizes, private sector credit growth
could recover, helping to reduce the debt burden relative to GDP.

Recommendations for managing private debt growth include:

For Policymakers: Focus on reducing inflation and stabilizing the currency to
lower borrowing costs for businesses and households. This will improve debt
sustainability and support private sector growth.

For Banks: Implement more flexible lending terms for SMEs and low-risk sectors,
while strengthening credit risk management to reduce non-performing loans.

For Businesses: Prioritize efficient debt management and explore alternative
financing options, such as equity investment, to reduce reliance on high-interest loans.
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Conclusions:

Ghana’s private debt to GDP ratio reflects the growing reliance on debt by businesses
and households to sustain operations and manage rising costs. While credit expansion
can support economic growth, the rapid rise in private debt, coupled with slow GDP
growth and high interest rates, poses significant risks to financial stability. To mitigate
these risks, policymakers must focus on inflation control, currency stabilization, and
fostering a more favorable credit environment for the private sector. By addressing
these challenges, Ghana can ensure that private debt contributes to long-term
economic growth without compromising financial stability.
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Notes:

Data sourced from Bank of Ghana, IMF, and World Bank reports.
Projections based on current macroeconomic conditions and monetary policy.
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