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Risks to our core scenario of a largely successful secession by Southern Sudan in July
this year have risen over the last quarter, amid an increase in militia confrontations in
the south and borderlands, together with a continued failure to agree on the terms of
independence.

We expect that the economy will contract by 10.9% in real terms owing to the secession
of oil-rich Southern Sudan, which is due to take place in July 2011.

Major Forecast Changes:

We have revised our forecast for economic output in Sudan in 2011 to a contraction of
close to 11%, following indications that the central government in Khartoum will not
receive a direct share of output from southern territories’ oilfields, following secession.

Key Risks To Outlook:

Secession is likely to be accompanied by further militia confrontations, with particular
risks in Abyei, Unity State, Upper Nile State and Jonglei. These clashes may yet
escalate into outright north-south confrontation, possibly in Abyei initially, but also in the
states referred to above, if no oil deal is agreed before — or within a few months of —
secession.

A protracted delay to secession and a return to significant conflict are unequivocally
negative for long-term economic output in Sudan.
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CHAPTER 1: POLITICAL OUTLOOK

SWOT Analysis
BMI Political Risk Ratings
Domestic Politics
Risks to Successful Secession Rise
Risks to our core scenario of a largely successful secession by Southern Sudan in July
this year have risen over the last quarter, amid an increase in militia confrontations in
the south and borderlands, together with a continued failure to agree on the terms of
independence.
Foreign Policy
Implications Of Libya For Southern Secession
The bargaining position and room for manoeuvre of Sudan’s ruling National Congress
Party over the terms of secession by Southern Sudan could be bolstered by major world
powers’ preoccupation with events in North Africa.
Long-Term Political Outlook
Referendum Crucial, Secession Lies Ahead
The long-term viability of Sudan as a nation state is highly questionable.

Table: Political Overview

CHAPTER 2: ECONOMIC OUTLOOK

SWOT Analysis
BMI Economic Risk Ratings
Oil Sharing Deal Strikes Blow To GDP
We have revised our forecast for economic output in Sudan in 2011 to a contraction of
close to 11% — but warn that our core scenario is bedevilled by substantial upside and
downside risks.
Table: ECONOMIC ACTIVITY, 2006-2015
Balance Of Payments
Huge Uncertainties For Balance Of Payments
Our core scenario envisages that the ongoing pressure on Sudan’s capital account and

Sudan Business Forecast Report Q3 2011


https://marketpublishers.com/report/business_finance_insurance/business_services/sudan_business_forecast_report_q3_2011.html

. +44 20 8123 2220
Market Publishers info@marketpublishers.com

exchange rate will ease, in the event of a deal on secession modalities between
Khartoum and Southern Sudan; however, we warn that there are huge risks to this core
projection.

Table: CURRENT ACCOUNT, 2006-2015
External Debt
Debt Reduction: A Long And Winding Road
Debt reduction will be a protracted and frustrating process for Sudan’s government,
given multiple complications and the authorities’ need to make significant process in
meeting the political demands of influential sovereign creditors.
Economic Activity Il
Southern Sudan: Starting from a Low Base
A lack of full accounts for Southern Sudan means that there is currently no base for
forecasting macro data and it is clear that a monumental effort will be required, in the
short-term to enhance transparency and, over the long term, dilute dependency on the
oil industry.
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The Sudanese Economy To 2020
Secession Poses Key Risk For Long-Term Growth
There is strong economic growth potential in the non-oil sector, but the uncertainties
surrounding devolution and secession generate risks for many variables, particularly the
fiscal accounts. We see Sudan’s economy (excluding South Sudan) expanding by an
annual average 3.0-4.0% over 2011-2020.
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