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The Angolan Economy 

The return to a lower oil price environment 

The oil-price war between Saudi Arabia and Russia that resulted from the failure of 

OPEC+ partners to come to an agreement on their production strategy going forward 

led prices to crash more than 35% in just a few days. Brent currently stands near 

US$27, which compares with a price of around US$50 before the infamous Vienna 

meeting earlier this month. In previous oil-price wars, prices gradually declined over 

several months and not so abruptly as this latest collapse. Also, all of them lasted 

more than one year and prices fell by at least 50%. The current situation is somewhat 

different, as the existing demand shock is so significant and has never taken place at 

the same time as this supply shock. Therefore, uncertainty about the outlook for 

global crude prices is likely to persist, and will depend on how long Saudi Arabia’s 

latest strategy of shock-and-awe the oil market will last and how quickly everyone at 

OPEC+ will return to the negotiation table. 

 

Angola remains highly dependent on the oil sector, as the local authorities’ efforts to 

improve economic diversification will take time to show a more significant impact. 

Indeed, the latest figures show that the oil sector still accounted for more than 96% 

of the country’s exports (two-thirds of these going to China) and 60% of government 

proceeds last year. As a result, if prolonged, a significantly lower crude price could 

have huge implications for public receipts and the Angolan economy.  

 

We carried out a sensitivity analysis (included in the next page) to try to determine 

the impact that different oil price scenarios would have on the government’s existing 

revenue projections included in the 2020 budget. Our calculations show that receipts 

could fall short of the current target for this year by as much as 35% if average oil 

prices stand at 25 US$ (vs. current oil price assumption of 55 US$). This amounts to 

US$ 5.6 billion lower proceeds, or 7.4% of GDP forecasted for this year.  

 

We believe this lower crude price environment will lead the Angolan government to 

announce a revised budget for 2020 in the near future, possibly including a relevant 

cut (and/or a reprioritization) in public expenditures. The government could also (1) 

accelerate its efforts to capture more revenues from the non-oil sector, (2) announce 

new financing deals with multilaterals and/or (3) issue debt in international markets 

(Eurobonds). A mixture of these measures is the most likely scenario considering 

that an aggressive reduction in public expenditures would further depress economic 

activity in the country, which remains quite fragile, while relying largely on debt 

financing would put additional pressure on already distressed public debt levels 

(representing c100% of GDP). Angola’s president has already authorized the issue of 

up to US$ 3 billion in Eurobonds. However, an eventual deal will likely have to wait 

until market conditions improve after yields surged in recent days.  

 

These latest developments in the global oil market will surely put additional pressure 

on largely oil dependent countries like Angola, with its credit ratings (highly 

speculative, according to S&P’s) making it one to carefully monitor. Although gross 

international reserves represent a somewhat comfortable eight months of prospective 

imports, the kwanza is already showing some signs of strain. The local authorities’ 

next steps will be critical, namely in terms of providing a strong signal to investors 

of their continued commitment to fiscal consolidation, even in these challenging 

times. But Angola will also need the assistance of institutions like the IMF, as the 

risk of running into debt repayment problems is now materially higher than before.  
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OIL PRICE SENSITIVITY ANALYSIS AND AFRICAN EUROBONDS  

We have collected data on the performance of the oil sector since the year 2010 and present it 
the table below. Our sensitivity analysis considers an average oil price range of US$ 25 and 
US$ 55, which is the assumption included in the government’s 2020 budget, and an implied tax 
ranging from 30% to 40% based on the data collected in recent years. We also assume an 
average US$/AKZ exchange rate of 540.0 for the year to reflect a depreciation of 30% to the 
average exchange rate of 2019.     

Our sensitivity analysis 
considers an average oil 
price range of US$ 25-55 
per barrel in 2020 

 

As an example, if the average oil price reaches US$ 25 per barrel this year (vs. the existing 
forecast of US$ 55) and assuming an implied tax rate of 35.6% then total revenues would be 
35.3% lower than the current budget forecast. This also means that the budget deficit would 
reach 6.0% of GDP this year rather than the current projection of a surplus of 1.2% of GDP for 
the same level of expenditures.  

If the average oil price 
reaches US$ 25 in 2020 
then total revenues would 
be about 35% lower than 
the government’s current 
forecast  

  

The table below provides the latest yields for several African Eurobonds, including Angola’s 
issues in 2015, 2018 and, more recently, in November 2019. We note the significant changes in 
the Eurobond yields for oil producing countries like Angola, Nigeria, Gabon and Ghana, which 
reflect the latest developments in global oil markets.    

Eurobond yields for oil 
producing countries surged 
in recent weeks after the 
collapse in oil prices 



 
The Angolan Economy Research 

March 2020 

  3 

 

 
 



 
The Angolan Economy Research 

March 2020 

  4 

 

Disclaimer 

This document has been prepared by Eaglestone Advisory Limited which is authorised and regulated by the Financial 
Conduct Authority of the United Kingdom and its affiliates ("Eaglestone"), and is provided for information purposes 
only. 

 

The information and opinions in this document are published for the assistance of the recipients, are for information 
purposes only, and have been compiled by Eaglestone in good faith using sources of public information considered 
reliable. Although all reasonable care has been taken to ensure that the information contained herein is not untrue or 
misleading we make no representation regarding its accuracy or completeness, it should not be relied upon as 
authoritative or definitive, and should not be taken into account in the exercise of judgments by any recipient. 
Accordingly, with the exception of information about Eaglestone, Eaglestone makes no representation as to the accuracy 
or completeness of such information. 

 

This document does not have regard to specific investment objectives, financial situation and the particular needs of any 
specific recipient. Recipients should seek financial advice regarding the appropriateness of investment strategies 
discussed or recommended in this document and should understand that the statements regarding future prospects may 
not be realised. Unless otherwise stated, all views (including estimates, forecasts, assumptions or perspectives) herein 
contained are solely expression Eaglestone's research department. 

 

This document must not be considered as an offer to sell or a solicitation to buy any investment instrument and 
distribution of this document does not oblige Eaglestone to enter into any transaction. Nothing in this document 
constitutes investment, legal, tax or accounting advice. The opinions expressed herein reflect Eaglestone's point of view 
as of the date of its publication and may be subject to change without prior notice 

 

This document is intended for is made to and directed at (i) existing clients of Eaglestone and/or (ii) persons who would 
be classified as a professional client or eligible counterparty under the FCA Handbook of Rules and Guidance if taken on 
as clients by Eaglestone and/or (iii) persons who would come within Article 19 (investment professionals) or Article 49 
(high net worth companies, trusts and associations) of the Financial Services and Markets Act 2000 (Financial 
Promotions) Order 2001 and/or (iv) persons to whom this communication could otherwise be lawfully made in the United 
Kingdom or by respective home jurisdictions regulators for non UK countries. None of the investments or investment 
services mentioned or described herein are available to "private customers" as defined by the rules of the Financial 
Conduct Authority ("FCA"). It should not be disclosed to retail clients (or equivalent) and should not be distributed to 
others or replicated without the consent of Eaglestone. Eaglestone name and the eagle logo are registered trademarks. 

 

Additional information is available upon request. 

  



 
The Angolan Economy Research 

March 2020 

  5 

 

 

 

AMSTERDAM - Herengracht 450-454 1017 CA - T: +31 20 240 31 60 

CAPE TOWN - 22 Kildare Road Newlands 7700 - T: +27 21 674 0304 

JOHANNESBURG -Unit 4, Upper Ground, Katherine & West 114 West Street, Sandton – T: +27 11 326 6644 

LISBON - Av. da Liberdade, 105, 3rd Floor - T: +351 21 121 44 00 

LONDON - 48 Dover Street - T: +44 20 7038 6200 

LUANDA - Rua Marechal Brós Tito n° 35/37 - 13th Floor A - Kinaxixi, Ingombotas - T: +244 222 441 362 

MAPUTO – Avenida Vladimir Lenine – Edifício Millennium Park, Torre A, nº 174, 4º andar S - T: +258 21 342 811 

 

Disclosures 

Eaglestone was founded in December 2011 with the aim to be a committed partner for the 
development of businesses located primarily in Sub-Saharan Africa and to support the 
development of renewable energy projects on a global basis. 

The company has three business activities - financial advisory services, asset management and 
brokerage - and currently has offices in Amsterdam, Cape Town London, Lisbon, Luanda and 
Maputo 

Eaglestone is committed to operating and behaving according to the highest standards of 
corporate governance. Its subsidiary in the United Kingdom is authorized and regulated by the 
Financial Conduct Authority.  

Eaglestone operates with a clear vision and mission to act on behalf of and in the best interests 
of all its stakeholders, whether they are investors, employees or users of its services. 
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