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The Angolan economy will expand by 5.2% in 2014 in real terms, from an estimated

4.1% in 2013, driven by a rise in oil production, higher government spending and a

steady improvement in agricultural conditions. Despite this, we have made some

downward revisions to our growth outlook, believing that certain risks now merit a

greater weighting within our forecasts than had previously been assigned. Plateauing oil

revenues, a narrow tax base and heavy public spending will see Angola's fiscal balance

remain firmly in the red over the next few years. While persistent under-spending will

keep the fiscal deficit in the range of 4.0-6.0% of GDP between 2014 and 2018, we

believe that risks are to the downside.

A steadily eroding trade account surplus will cause Angola's current account balance to

decline from an estimated surplus of 6.8% of GDP in 2013 to a marginal deficit of 0.4%

of GDP by 2018. Political tensions in Angola are likely to remain relatively elevated over

the coming months. Over the last six months, the country's traditionally fractured

opposition parties have shown greater unity and been more openly critical of the ruling

Movimento Popular de Libertação de Angola (MPLA). Popular anti-government

protests, a frequent occurrence since 2011, have assumed a more organised and

political edge.

Major Forecast Changes

We have revised down our real GDP growth forecasts for 2014, 2015 and 2016 to

reflect the pricing-in of two recurrent downside risks. We now predict that the Angolan

economy will expand by 5.2% in 2014 compared to 5.9% previously.
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