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IN BRIEF 

The Monetary Policy Committee (MPC) of Ghana’s Central Bank expectedly left the policy rate 
unchanged at 30.0% during its final MPC meeting for 2023.  

The MPC’s “hold” decision firmly aligns with our views on the near-term outlook for the policy 
rate as both core and headline inflation remain at over 3.5x the upper target of 10.0% as of 
October 2023. Furthermore, we opine that the authorities require a positive real policy rate to 
achieve a sufficiently tight monetary policy stance. Our forecast decline in inflation, potentially 
below 29.0% in November 2023, makes it possible to restore positive real rate within the next 
month at the prevailing 30.0% nominal policy rate. 

Although the policy rate decision was roundly expected, the MPC surprised the market with 
additional policy measures to tighten the prevailing interbank liquidity conditions. Overall, these 
additional measures will tighten local currency liquidity on the interbank market, giving a 
hawkish feel to the decision to “hold” the policy rate unchanged at 30.0%.       

Using data on banking sector portfolio as of October 2023, we opine that the hike in the Cash 
Reserve Ratio (CRR) will mop up at least GHS 3.2bn of extra interbank liquidity in the base case 
scenario. Over the next 3-months, we estimate the cumulative Treasury bill maturities at GHS 
42.0bn with an average weekly refinancing obligation of GHS 3.2bn. In view of this, the liquidity-
restraining impact of the CRR hike could partly weaken investor demand and introduce some 
near-term stickiness in yields and prevent a sharp decline as the Treasury faces refinancing risk.   

The BOG appears cautiously bullish on the near-term outlook for FX due to the steady rebuild 
in forex reserves, mainly supported by the ongoing “Gold-for-Reserves” programme. We 
generally align with the BOG’s cautiously optimistic near-term FX outlook as we expect USD 
300mn DPO facility from the World Bank in December 2023 in addition to the imminent cocoa 
loan. We also opine that the latest decision to hike the CRR will tighten Cedi liquidity, limit the 
FX demand pressures and anchor the near-term outlook. We are, however, mindful of the likely 
seasonal pressures in 1Q2024 and potential election-related uncertainty in the coming year.  
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INFLATION AND POLICY RATE PATH SINCE 2021 

UPTAKES AT WEEKLY TREASURY BILL AUCTIONS 

Staying the policy rate as expected 

The Monetary Policy Committee (MPC) of Ghana’s Central Bank 
left the policy rate unchanged at 30.0% at its final MPC meeting 
for 2023. The “hold” decision was in line with our expectation and 
the consensus forecast as the recent declines in inflation with 
expected disinflation in the months ahead erases the need for 
further rate hikes. However, the MPC views the current inflation 
rate as high relative to its target, underscoring the need to keep 
the policy rate “tighter-for-longer” until inflation is firmly 
anchored towards the medium-term target of 8.0% ± 2.0pp.    

The MPC’s “hold” decision firmly aligns with our views on the 
near-term outlook for the policy rate as both core and headline 
inflation remain at over 3.5x the upper target of 10.0% as of 
October 2023. Furthermore, we opine that the authorities require 
a positive real policy rate to achieve a sufficiently tight monetary 
policy stance. Our forecast decline in inflation, potentially below 
29.0% in November 2023, makes it possible to restore positive 
real rate within the next month at the 30.0% nominal policy rate. 

 

 

 

 

 

 

 

 

 

 

……but it’s a “hold” with hawkish tilt 

Although the policy rate decision was roundly expected, the MPC 
surprised the market with additional policy measures to tighten 
the prevailing interbank liquidity conditions. The Committee 
decided to:   

• Unify the currency holding for the Cash Reserve Ratio 
(CRR) requirement, by introducing a single CRR for total 
deposits of banks. This directive has consequently 
reversed the early-year DDEP-induced measure which 
had reduced the foreign currency-related CRR to 12.0% 
and the local currency CRR maintained at 14.0%.  

• Reset the unified CRR for total deposits (local and 
foreign currency) to 15.0% with effect from 30 
November 2023, to be held in local currency.  

We draw two main implications from the additional monetary 
policy measures. Firstly, the unified reset CRR of 15.0% translates 
into a 300bps hike in the CRR on foreign currency deposits (to be 
held in local currency) and 100bps hike in the CRR on local 
currency deposits. Secondly, the directive for banks to hold CRR 
on foreign currency deposits in local currency reserves will 
increase demand for GHS-denominated cash balances as the 
Central Bank mops up interbank local currency liquidity.  

Given that cash reserves do not earn interest, unlike Central Bank 
securities, the CRR hike will ease the interest burden on the Bank 
of Ghana as commercial banks took advantage of the high-
yielding BOG bills at the expense of loan book expansion.  

Overall, these additional measures will tighten local currency 
liquidity on the interbank market, giving a hawkish feel to the 
decision to “hold” the policy rate at 30.0%.       

The increased unified CRR will drain liquidity and potentially 
weaken demand at the weekly T-bill auctions. Using the latest 
available data on banking sector portfolio as of October 2023, we 
estimate that the hike in CRR to 15.0% on total deposit will mop 
up additional GHS 3.2bn in the base case scenario.  

This could weaken demand for T-bills at the weekly auctions 
against the high Treasury borrowing need as banks prioritize the 
minimum reserve requirements. Given the multiple bank holidays 
anticipated in December 2023 and January 2024, banks could 
further prioritize higher cash balances to meet customers’ cash 
needs for festivities-related spendings.  

Over the next 3-months, we estimate the cumulative Treasury bill 
maturities at GHS 42.0bn with an average weekly refinancing 
obligation of GHS 3.2bn. Including expected new issuances for 
deficit financing, we foresee elevated borrowing need for the 
Treasury over the next 3-months, which requires strong liquidity 
to absorb. In view of this, the liquidity-restraining impact of the 
CRR hike could partly weaken investor demand and introduce 
some near-term stickiness in yields and prevent a sharp decline 
as the Treasury faces refinancing risk.  
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EVOLUTION OF GROSS INTERNATIONAL RESERVES  

The BOG appears cautiously bullish on the near-term outlook 
for FX due to steady rebuild in forex reserves. Gross reserves 
(excluding encumbered assets and petroleum funds) increased 
by 70.3% YTD to USD 2.5bn in October 2023, equivalent to 1.1 
month of import cover. This represents forex accumulation of 
USD 1.0bn in 10M2023, and puts the authorities firmly ahead of 
the IMF’s minimum accumulation target of USD 655.0mn by 
December 2023. The Central Bank attributes the reserves build 
up mainly to the ongoing “Gold-for-Reserves” programme in 
which the authorities have purchased 35 tons of gold.   

Despite the steady progress in accumulation of forex reserves, 
the seeming drag in negotiations with bilateral creditors remains 
a source of FX uncertainty as it is a prior condition to trigger USD 
600mn from the IMF. However, the Governor expressed 
optimism in the near-term FX outlook with the capacity to 
“manage” the situation over the next 6-months.  His optimism is 
backed by the support of the “Gold-for-Reserves” programme, 
and the imminent inflows from the USD 800mn cocoa syndicated 
loan. 

We generally align with the BOG’s cautiously optimistic near-term 
FX outlook as we expect USD 300mn DPO facility from the World 
Bank in December 2023 in addition to the imminent cocoa loan. 
We also believe that the latest decision to hike the CRR will tighten 
Cedi liquidity and limit the FX demand pressures. Furthermore, 
we think the required conversion of foreign currency CRR into 
Cedi-equivalent cash reserves would prompt banks with excess 
US Dollars to partly offload these positions, thereby providing 
intermittent market flow of FX. We believe these FX supply side 
and demand management measures will anchor the Ghanaian 
Cedi on the forex market in the near-term, pending the resolution 
of the ongoing negotiations with bilateral creditors and second 
tranche disbursement from the IMF.  We are, however, mindful of 
the likely seasonal pressures in 1Q2024 and potential election-
related uncertainty in the coming year.      
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