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TRANSCRIPT OF THE MPC PRESS BRIEFING HELD ON 

FRIDAY, MAY 15, 2020  

 

Following the Monetary Policy Committee (MPC) press briefing on Friday, May 15, 2020 by the 

Governor, who is also the Chairman of the MPC, the Press sought clarifications on a number of 

issues. Below is an edited transcript of questions by the Press and responses by the Governor. 

 

Questioner:  One of the measures taken by the central bank is to suspend dividend payments. Some 

people have said that coming from a financial crisis during which the same action was taken and 

comparing 2019 when some of the banks have fairly stable operations wouldn’t it be prudent if the 

central bank had identified some banks who did well and allowed them to pay dividends. 

Governor: All the measures we have put in place are in the interest of depositors and in the longer-

term, the interest of the investors themselves. This is because you have witnessed what happens when 

banks are undercapitalised and have liquidity issues. It is the depositors who fail to get access to their 

deposits in the banks. We are trying to be risk averse and in a sense protect depositors so that the 

banks would be careful how they dissipate earnings. All we are saying is that, we can see the 

evolution of weaker economic conditions, which means in the outlook one can expect that credit 

impairments would go up, banks would face a more challenging environment, and these will translate 

to non-performing loans. Therefore, it is important to conserve the liquidity and capital that the banks 

have at this time. If you carefully think about the situation, it is in the interest of the shareholders 

themselves that their institutions would be stronger even after the end of this pandemic. 

Questioner: Governor, l would like to know how strong your buffers are considering that you have 

given us an indication that you stand ready to come in. In your last statement, before this meeting, 

you warned that there are still some shocks for the sector but l get the understanding here that 

everything is safe. How strong are your absorbers to absorb any shocks because the World Bank is 

saying that we might go into a recession? You are looking at 2% -2.5%. How strong is the Bank of 

Ghana (BoG) to support us when it matters if things should get out of hand? Some have said that as 

long as we do not get a vaccine we should forget about things stabilising anytime soon. 

Governor: I am not sure what the issue is; you are in a sense asking about buffers of the banks in 

relation to what l just said that we are going through this difficult period just at the time that we 

completed reforms in the banking sector. We have strengthened their capital positions and therefore 

banks are in a much stronger position to manage the developments that have taken place. 

Nevertheless, we are beginning to see emerging signs of weakness – profits are going down, 

operational costs are going up, and net interest income is beginning to decline. These are all warning 

signs in terms of the outlook, but overall, we think that banks have stronger capital buffers and 

adequate liquidity to handle the fallouts from this pandemic. Obviously, if things turn out to be much 

worse than currently projected, you will have a weaker banking sector. For now, the current 

projections do not suggest that things will revert to where we started. 
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Secondly, you raised the issue about the buffers of the Ghanaian economy and growth projections. 

This is really the work done internally from the Bank of Ghana, and looking at developments and 

based on the projections from the IMF’s latest World Economic Outlook, you are looking at a 

projected 3% contraction in global growth. Just looking at the statistical relationship between growth 

of the Ghanaian economy and global growth, we have been able to draw some inferences and one of 

those inferences is what we are telling you, that we think the Ghanaian economy will grow between 

2% and 2.5%. Now, these things are still evolving and for now, these are the projections by the 

Bank’s technical staff. If things get worse than they currently are, these projections will change.  

Questioner: What are the post policy measures planned to monitor the market? About two or three 

weeks ago, l engaged some businesses who had some facilities with the banks and they were still 

saying that nothing has changed in terms of these banks reviewing the conditions surrounding 

facilities they have. It appears that at the Bank of Ghana level, even though there have been several 

measures taken, when they get to the ground it’s not reflected in terms of their loan facility and cost 

of credit and other things, even though the Bank has done the necessary PRs and press releases. I 

would like to find out what the Banking Supervision Department and Financial Stability are doing. 

How is your market surveillance trying to test what is on the market to ensure that, if the banks claim 

that they are responding to policy initiatives, then it is indeed true that they are doing so. 

Governor: You asked a question about whether the banks were implementing the policy measures 

announced in the last MPC. To the best of our knowledge, they are and we have been meeting with 

the chief executives of the banks. The last meeting we had was a week today and they updated us on 

recent developments. Many of their clients, that is, customers of the banks have gone to restructure 

facilities and loan maturities have been extended for quite a number of customers. The data shows 

that over 3,000 bank customers have had their loans restructured. Some of the banks reported that 

some customers were thinking that the restructuring was loan forgiveness. The issue is not about loan 

forgiveness, the issue is about restructuring. Instead of paying the loan in maybe six months or one 

year, they are renegotiating to extend these loan repayments to a year or two. This is indeed what has 

happened and to the best of my knowledge, it is working and the banks have given us that feedback. 

Questioner: Governor, you mentioned the asset purchase programme. I am not so sure whether it is 

different from the central bank financing of government budget, so I would like to have some more 

explanation, please. Is it different or equal to or has there been conversations about central bank 

financing of government budget? 

Governor: Yes, you have to look at it in terms of the central bank interventions in the economy and 

we are saying that, for some time now, it has not become necessary for the central bank to purchase 

any of those securities at the primary level. Given the current conditions due to the pandemic, we 

think this is the time for the central bank to provide the appropriate liquidity and it is part of the asset 

purchase programme, which we have pegged at GH¢10 billion for the year.  It is a way of financing. 

We signed a memorandum of understanding during the IMF programme that we were not going to 

finance the budget through whichever method, whether an asset purchase programme, some other 

overdraft, or some other window. For now, we are more or less suspending that memorandum of 
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understanding, which would have expired at the end of 2020 anyway, so that we will be able to 

participate in the debt market. 

Questioner: I would like to find out the impact of the euro bond inflow on the capital and financial 

account. If you look at the numbers, I stand to be educated, we are not seeing the inflow impacting on 

these accounts. I want some clarity on that one, please. 

Governor: I thought on the contrary, the numbers are showing the inflows in the first quarter of this 

year. The net international reserves increased by US$1.5 billion, so the numbers are showing that we 

have increased our reserves during this period. 

Questioner: Governor, just to get more clarity and confirmation on the bond purchase. Is it 

necessarily always the current monetary policy rate or that is a flexible rate, depending on how the 

bank rate moves? 

Governor: You are right. The monetary policy rate is the price for the bond purchase and the reason 

it is at the monetary policy rate is to allow for flexibility. It is a 10-year instrument, so over this 

period the monetary policy rate will vary. Currently, the monetary policy rate is 14.5%, so that is the 

price of the bond.  

Questioner: We have seen quite a substantial increase in the participation of local banks in the 

government’s local bonds sales. We assume they have been able to do so because of some of the 

liquidity measures you announced in March. Is that a concern to you? 

Governor: You will recollect that when we announced the policy measures, we were very clear that 

we did not want the banks to use the released resources to invest in government paper. Instead, we 

expected them to increase their credit intermediation. However, our monitoring showed an uptick in 

the participation of the commercial banks in the bond market. Obviously, the banks argued that that 

sort of activity would take time, since they will need to go through credit approval processes and 

assess credit worthiness of clients before they can lend. We need to watch that space very closely to 

ensure that overtime the resources that were released will go into actual lending to the economy and 

not just investment in government paper. 

Questioner: Governor, we have seen some fluctuations in the FX market lately despite the fact that 

you have very strong buffers to boost the currency. How often do you normally intervene in the FX 

market? 

Governor: This should be expected because we have a flexible and a market determined exchange 

rate, so the cedi will not remain at one rate for a very long time because of the dynamics of supply 

and demand. If you look at what has happened in almost all the frontier markets –South Africa, 

Kenya, and even Zambia – over the first quarter of 2020, most of these countries experienced very 

sharp currency depreciation in response to developments at the global front. The Ghana cedi is the 

only currency, which has been relatively stable and in fact, appreciated over the first quarter until the 

last few weeks where we have seen some of the gains eroded and the currency has depreciated 

marginally. The strong performance of the cedi during the period is because we went to the capital 
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market in a timely manner to raise the Eurobond, which in a sense helped us before this pandemic 

took off. 

Questioner: What is the stage of your plans with respect to gold accumulation? Are you still doing it 

or you have put it aside? 

Governor: The gold acquisition programme is still on and I believe that we are nearly there to 

commence buying. We still think that, this is a good time for us to go into the market to increase the 

gold reserve holdings of the Bank of Ghana and the Board of Bank of Ghana will be meeting next 

week to take a final decision on that initiative. 

Questioner: You said you are providing liquidity support to Savings & Loans, Finance Houses as 

well as Microfinance Institutions. I want to know what the challenge of the Finance Houses are? 

What have they communicated to you that warrants liquidity support, if you can paint a picture for 

us? I want to know what the budget is for financing these institutions. How much are we allocating 

for the support? I want to know what the source is? Is it going to be from the GH¢5.5 billion you 

mentioned earlier? I also want to know when this support is starting. 

Governor: The amount for the SDI liquidity support is not yet determined. We are still discussing 

and we will be doing this as soon as possible. As to the challenges for the SDIs, let me start with the 

rural banks. As you know, we did not have a major reform in the rural banking sector so all the 

challenges that we saw in the banking system, which we more or less dealt with in that exercise, you 

will find with the rural banking sector. 

Questioner: We heard from NBSSI that they are going to meet with the Bank of Ghana to agree on 

some form of interest concerning the GH¢600million allocation for SMEs. Have you had that meeting 

yet? What is the interest we are looking at? I will be grateful if you can furnish me with that. 

Governor:   Yes, we met with NBSSI last week on that. As you are aware, the government has a 

GH¢600 million facility for small businesses, which NBSSI will be administering. We had a good 

meeting, discussing the possibility of using the rural banks and microfinance institutions to facilitate 

the administration of that particular facility. The interest rate is not for us to determine because it is a 

government fund package and will be determined by the government. We met with NBSSI to discuss 

issues of credit administration and how to efficiently disseminate those resources to small and micro 

institutions. This is really to the granular levels. The Head of NBSSI had talked about how the rural 

banking system and microfinance institutions are all over the country, which will help facilitate the 

type of work that NBSSI is trying to undertake. The pricing however, was not for the Bank of Ghana 

to discuss. 

Questioner: Why did it take the central bank a while before setting up the FinTech and Innovations 

Office? Is Ghana ready to join the league of Nations that are seeking to introduce digital currency? If 

there is any such plan, how soon would that be? 
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Governor: We announced at the last Monetary Policy Committee press conference about the Bank of 

Ghana starting a pilot on this digital currency issue. The pilot has not yet taken off but we think that it 

is an idea whose time has come. As you know, Ghana is very advanced in terms of the use of mobile 

money. Mobile money in itself is a form of digital currency. You will see that GCB Bank has 

introduced what they call G-Money. Currently, G-Money is 100% backed by currency or deposits at 

GCB Bank. If we are to introduce an e-cedi, that will be a central bank electronic money that will 

have to be issued from the central bank and that makes it different from mobile money and G-Money, 

which are backed by bank deposits. The plan is to continue with our arrangements to have the pilot 

started. As you may have heard, the Chinese have introduced the electronic version or the digital 

renminbi. We will also pursue our pilot programme very soon. 

Questioner:  Kindly give us the progress report from the receiver of microfinance about the number 

of people who have been paid their monies. 

Governor:  Over GH¢5 billion have been paid to depositors, GH¢2 billion of that was in cash, the 

rest were in bonds – a five-year bond to be amortised over five years. This is the information on the 

collapsed Savings and Loans and Microfinance Institutions. In terms of numbers, over 2,000 people 

have benefited from the cash payments and over 4,000 customers have benefited from payment from 

bonds. 

Questioner:  Apart from the total amount that you are giving to the SDIs, you mentioned that they 

have to meet some requirements. What are the requirements? 

Governor: The eligibility requirements are obvious. They have to be Savings & Loans and Finance 

Houses that are well managed, solvent, and with very good governance structures. We are not going 

to work with insolvent institutions. Liquidity support is not free money, it is lending and therefore 

you have to be able to give us the appropriate collateral for us to extend the liquidity to you. These 

are the conditions. 

Questioner:  In February, 2020, government did a $3 billion Eurobond for liability management but 

looking at the capital and financial account balance, Bank of Ghana recorded about $1.4 billion in 

March 2020. Over the same period, we also see a slight decline in gross reserve position. What 

explains this muted impact of the Eurobond inflow on the capital and financial account balance and 

the gross reserve position? 

Governor:  It is a good question because we are not isolated from what is happening in the global 

environment. First, almost US$600 million of the three billion Eurobond was used for liability 

management, that is, to pay off sovereign bond liabilities. That brings the net to around US$2.45 bn 

inflow from that Eurobond. A billion of that or so was for the energy sector and its part of the netting 

arrangement. It is not available for use. Over the period, we have also paid back significant amounts 

in terms of capital outflows, bond payments, maturing instruments both on the domestic side and 

through the external maturities. These will account for why you are not seeing savings of three 

billion. To put it simply, the fact that you have received three billion does not mean that you will be 
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able to save three billion over the same period. I think the fact that we have saved US$1.5 billion is a 

good effort, given the global conditions under which we find ourselves. 

Questioner:  Historically, we noticed a substantial difference between the gross reserves and the net 

reserves. Currently, the difference is about $4 billion, apart from the petroleum funds, which holds 

$727 million. What makes up the seemingly illiquid portion of the gross reserves? And, at what stage 

will the Bank of Ghana plan to accumulate gold reserves by mid-year? 

Governor: Part of the difference is explained by swap arrangements that the Bank of Ghana has with 

other financial institutions and those are liabilities for the central bank, and that is why you have that 

difference between the gross numbers and the net international reserves. To put it plain, we have four 

billion of foreign liabilities to take care of it. 

Questioner:    You said there has been a rise in e-payments because of the Covid-19 pandemic. Can 

you give us the percentage rise or the actuals? 

Governor:  Yes, we have seen a significant rise in e-payments. We will provide the actual numbers 

after this meeting. 

Questioner:  About the pricing of the stimulus, since you said it is not free money, even though you 

haven’t yet determined how much of the total you are giving, have you determined the pricing yet? 

Governor:   Remember, the Bank of Ghana has a policy rate, so 14.5% is the pricing and                     

will normally be the base. 

 

 END 

 


