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What Happened
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What will Happen
in 20217

The team has applied the following assumptions to estimate a projection of economic outcomes (GDP and employment
income by sector) for each scenario. To learn more about STUDIO please visit https://limestone-analytics.com/publications/

In response to the Government of Malawi's efforts to crack down on corruption, both domestic and international
@ investors increased investment in the manufacturing, construction, utilities, transportation and storage,
extractives and ICT sectors. The government itself was also successful in delivering targeted investments to
support long-term projects such as the mega-farms, agro-processing facilities and industrial zones. Early
successes of the public sector reforms and the One Million Jobs initiative led to a rise in productivity across the
Movin g Up economy, further stimulating overall demand. The rapid global recovery from COVID-19 allowed Malawi to ride
this wave of progress to a stronger place than it started before the pandemic.

pledges by the beginning of 2021 resulted in investor wariness, stagnating private investment in sectors
identified as high-priority for industrial diversification efforts. On the bright side, the effects of the COVID-19
pandemic began to wear off early in 2021, and by the end of the first quarter of 2021 aggregate demand had

Back to the largely returned to pre-COVID levels in most sectors. The prominent exception to this trend was the hospitality
and tourism sector, which continued to suffer from suppressed international tourism.

q The Government of Malawi's inability to make meaningful progress in its reform agenda and infrastructure

Future

As a result of the progress made on the Government's infrastructure pledges and efforts to crack down on
corruption, Malawi benefited from some productivity gains beginning early in 2021. However, the country was
unable to reap the full benefits of these gains due to the sluggish global recovery from COVID-19. Although

P government investment and progress towards regional integration stimulated demand in priority sectors, the

lingering effects of COVID-19 continued to suppress aggregate demand through to the end of 2021, particularly
in the hospitality and tourism sectors. Exports also continued to struggle through to the end of 2021, particularly
Held Back T

The effects of the COVID-19 pandemic stubbornly persisted throughout the first three quarters of 2021, and it
N was only in the fourth quarter that social distancing restrictions were fully eased and aggregate demand had
nearly recovered to pre-COVID levels. However, as 2021 came to a close there was a continued drag on demand
in the hospitality and tourism sector, and exports of tobacco had remained far below pre-COVID levels
D throughout the year. Moreover, the Government of Malawi was so fully preoccupied with COVID-19 damage
control measures that it was unable to make any meaningful headway in its public sector reform and economic
Left Behind growth agenda.
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In Numbers

Moving Up

Forecast for 2021

14.1%
2,759
767

GDP
Growth

GDP (Bil. MWK)
in 2021

Employment
Income (Bil. MWK)

Top Performing Sectors in 2021 (67% of GDP)

Agriculture, forestry and fishing
Wholesale and retail trade | IO
Manufacturing
Real estate activities IR

Financial and insurance services [[IIEE

GDP in Billion MWK

Public Trust /
ﬂ Civic Engagement

Malawians remain optimistic
about the country’s future;
political engagement remains
high

O’B'_% Climate Change /
gﬁ Environment

The Government’s social
policies have given the country

the space to tackle natural
resource conservation head-on

Back to the Future

Forecast for 2021

11.6%
2,696
750

GDP
Growth

GDP (Bil. MWK)
in 2021

Employment
Income (Bil. MWK)

Potential of Youth

Powered by technology, young
Malawians are finding new
solutions to enduring problems

Rapid Recovery to the Past

//';/7 Role of Technology

Though access is still uneven,
Malawi is using technology to
move ahead

GDP Estimate (monthly in Billion MWK)
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Public Trust /
g Civic Engagement

Malawians are restless as the
world seems to have moved on
from COVID, while the country
feels stuck

OEQ’ Climate Change /
% Environment

With the Government'’s
attention elsewhere, progress
on environmental issues is at a
standstill

@% Potential of Youth

Young people are frustrated to
see old issues returning; hope
for their own futures is getting
shaky

/7 Role of Technology

The firms and individuals who
can keep current with new
technologies are able to stay
competitive; others fall behind
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In Numbers

Held Back

Forecast for 2021

9.1%
2,541
705

GDP
Growth

GDP (Bil. MWK)
in 2021

Employment
Income (Bil. MWK)

COVID-19 Stagnates the Potential

GDP Estimate (monthly in Billion MWK)
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Public Trust /
Civic Engagement

i

Though pleased with the limited
policy progress, the public is still
waiting for the change they voted
for in 2020.

Prolonged economic downturn
puts pressure on natural
resources.

Climate Change /
Environment

Left Behind

Forecast for 2021

2.8%
2,485
696

GDP
Growth

GDP (Bil. MWK)
in 2021

Employment
Income (Bil. MWK)

Potential of Youth

The youth of Malawi feel they are
stuck in neutral, hoping for the
economic momentum to return

/:7 Role of Technology

Even as technology is adopted
more widely in the private sector
and among youth, the economy
continues to lag

COVID-19 Sustains its Impacts

GDP Estimate (monthly in Billion MWK)
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Public Trust /
Civic Engagement

2

Frustration mounts; cities are near
the boiling point again while rural
areas languish

The environment takes a back

Climate Change /
Environment

seat to civil unrest; the situation of

natural resources goes from bad
to worse

Potential of Youth

Seeing diminishing options for
professional and personal
advancement, young people call
for change

/'7 Role of Technology

With so many forces pulling
Malawi’s economy down,
technology'’s positive influence
remains on the margins
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STUDIO:
All Scenarios
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Key Limitation:

STUDIO forecasts are intentionally limited to one year. The underlying model cannot show the

impact of structural changes in the economy that result from increased investor confidence and
industrialization in the longer time horizon.

Due to limitations in access to data, STUDIO estimates use the levels of production and income in
February of 2020 as the counterfactual scenario. Furthermore, the estimation process does not
account for seasonality, which impacts the projections for sectors such as agriculture and
education. The STUDIO model can construct a more accurate counterfactual should more data
about the impacts of COVID in Malawi become available.
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Scenario Planning

Scenario planning seeks to answer the question, “What will the future be like?” Scenarios are not
predictions; instead, by presenting detailed descriptions of a range of plausible future paths, scenarios
give decision-makers a better view of what may lie over the horizon. These future stories include the
critical issues, key risks and spillover effects that may shape the operating environment for both
organizations and individuals. Drawn from and grounded in research, data and the opinions of local
stakeholders, scenarios bring data to life.

As US researcher Brené Brown posits, “Maybe stories are just data with a soul.”

STUDIO

Limestone Analytics, together with economists from Queen’s University, developed the Short-Term
Under-capacity Dynamic Input-Output (STUDIO) model to measure the economic impact of COVID-19.
The model is designed to estimate the impacts of COVID-19 on GDP and workforce, and provide
projections under various pandemic mitigation and recovery policies.

For more about STUDIO, visit limestone-analytics.com

In this study, the authors were able to generate quantitative measures under each of the scenarios
generated through an in-depth Scenario Planning exercise. This approach allowed the study to provide
decision-makers with a stronger evidence base using a combination of state-of-the-art quantitative
and qualitative methods.
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