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Djibouti: Growth, with debt to China NR/NR

1 Arabia Monitor; IMF.
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▪ Djibouti's economic outlook remains relatively positive, coming in at 6%

annually for 2019, 2020 and 2021. This comes after a relative slowdown to

5.1% in 2017.

➢ The government has positioned Djibouti as a regional trade and logistics

hub. This has attracted foreign investment into the country and has been a

large contributor to growth.

- Additionally, neighbouring Ethiopia’s trade activity has picked up

speed, driving capital to Djibouti through the country’s logistics

facilities.

- The development and production of a natural gas pipeline in Ethiopia,

with an export terminal in Djibouti, will generate further economic

activity.

o The 765 km pipeline will include 65 km within Djibouti’s territory.

➢ Investment in infrastructure has facilitated growth but simultaneously has

built a degree of economic vulnerability through reliance on others.

- Djibouti’s government debt-to-GDP ratio is projected to decrease

slightly in 2020 to 45.8% from 47.4% in 2019.

- But Djibouti owes over 60% of this debt to China as a major recipient of

the Chinese Belt and Road Initiative.

- Recently, the government has been working to restructure its loans,

reaching an understanding with the Export-Import Bank of China on the

loan it received for its natural gas pipeline.

- The country is now also in talks to restructure the loan it received for

the Djibouti-Addis Ababa railway.

▪ Turkey and Egypt are the latest countries trying to get a foothold in the

country.

➢ Turkey has demonstrated interest in Djibouti with the recent donation of

the country’s largest mosque as well as humanitarian support after Djibouti

experienced flash flooding in November. The new Abdulhamid II mosque

was built by Turkey. The donations are a gesture of goodwill and a move to

forge a stronger relationship between the two countries.

➢ Egypt dispatched humanitarian relief in December to support

Djibouti after the recent floods. The two sides have also been

discussing the establishment of a logistic free zone in Djibouti.

▪ Following the arrest of Kako Houmed Kako -- a supporter of the

Republican Alliance for Development (ARD) opposition

movement -- protests broke out in Djibouti City. Protests are

rare in Djibouti and so are indicative of potential future unrest

as the country approaches an election in 2020.

➢ During the November protests, youths blocked Djibouti’s main

cargo supply route which carries agricultural products, fuel

and salt between the country and its landlocked neighbour

Ethiopia.

➢ The ARD is one of four parties in the opposition coalition, The

Union for National Salvation. The parties are expected to

coordinate protests ahead of the upcoming election.

➢ Facing a fractured opposition, a fifth term for President Ismail

Omar Guelleh who has been in power since 20011 should not

be ruled out.

Djibouti Macroeconomic Indicators1

2016 2017 2018 2019 2020f

 Real GDP Growth (%) 6.5 5.1 5.5 6.0 6.0

 CPI Inflation (%) 2.7 0.6 0.1 2.2 2.0

 Fiscal Balance (% of GDP) -8.3 -4.5 -2.9 -1.5 -1.7

 C/A Balance (% of GDP) -1.0 -3.6 15.1 -0.3 0.6

 Total Gov’t. Gross Debt (% of GDP) 45.7 47.9 48.0 47.4 45.8

 Total Gross Extrn'l Debt (% of GDP) 62.9 70.5 71.1 70.5 68.4

 Gross Official Reserves (Mos. of  Imports) 1.1 1.6 1.1 1.0 0.9

 Nominal GDP (USD B) 2.6 2.8 2.9 3.2 3.4

 Population (Millions) 0.9 0.9 0.9 0.9 0.9
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