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The 25-Year Gamble:
Africa’s High-Stakes

Bridge to 2050

Analysis based on intelligence from ISI’'s REDD Sovereigns database,
World Bank/IMF projections, and other multilateral organizations.

A pricing anomaly, not a policy announcement,
proved to be the most significant signal in African
sovereign credit this year. It suggested not
confidence without conditions, but the price at
which the continent’s long-term promise is now
being mortgaged.

In early November 2025, amid diplomatic tensions
during which US President Donald Trump
threatened to “cut off all aid” to Nigeria, the
sovereign pressed ahead with a USD 2.3bn bond
issuance. In a previous era, such a geopolitical
broadside might have frozen capital flows. Instead,
the market absorbed the deal with ease: the order
book was six times oversubscribed, with investors
eager to buy the 20-year tranche at a 9.125% yield.

The gap between short-term political risk and long-
term demographic belief underscores that investors
are willing to look past immediate volatility to secure
exposure to Africa’s mid-century growth, but only at
a cost that burdens the future itself.

This is the essence of the 25-year gamble.
Governments are borrowing aggressively against
the promise of 2050 when Africa is projected to
not only be bigger but the center of global labor
growth, accepting expensive financing terms and
crowding out domestic capital in order to stay
solvent in 2025. The promise of the “demographic
dividend” is real, but the bridge to it could be
expensive enough to threaten the prize.

The 2050 Promise: What
the Market is Buying

To understand why a portfolio manager in London
would look past a diplomatic crisis in Abuja, it is
necessary to focus on the long-term fundamentals.
The market is effectively buying an option on the
world’s last major growth engine.

The numbers are staggering. By 2050, Africa’s
population is projected to reach 2.5bn,
representing roughly 25% of the global total.
More importantly, while the workforces in China
and Europe are shrinking, Africa should add more
working-age people to the international labour
pool than the rest of the world combined.

This demographic surge underpins expectations of
a broad economic expansion.

According to the World Bank, between 2025 and
2050, Sub-Saharan Africa is projected to add more
that 620m people to its labor force, accounting for
roughly three-quarters of the net global increase.
By 2050, the continent’s total population will be
near 2.5bn, or 25% of humanity.

Long-term GDP growth projections envision a
scale-up from current growth rates of 3.8%-4.1%
for 2025, and if regional integration targets are
met, the continent’s combined GDP could reach
USD 29tn by 2050.



https://www.worldbank.org/en/publication/africa-pulse
https://www.uneca.org/sites/default/files/RITD/apss2021/AfricaPrivateSectorSummit-Concept-note.pdf
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Trade integration is central to this vision. The
African Continental Free Trade Area (AfCFTA) is
designed to capture this value by transforming
Africa from a fragmented exporter of raw materials
into a unified industrial bloc. The 2025 Economic
Report on Africa estimates that full AfCFTA
implementation could boost intra-Africa trade by
45% by 2045.

Alongside these changes, the digital economy is
expanding faster than traditional sectors. Current
estimates suggest it could reach USD 712bn by
2050, with artificial intelligence alone potentially
adding USD 1.5tn to economic output by 2030.

Investors accepting double-digit yields in 2025 are
not focused on next year’s fiscal balance. They are
positioning for this 25-year arc.

The Cost of Access:
The “Sprinters”

For the continent’s economic heavyweights, the
strategy in 2025 has been to pay whatever premium
is necessary to keep that future within reach.

Nigeria’s return to the Eurobond market illustrates
this approach. The November issuance was split
into a USD 1.25bn 10-year note and a USD 1.1bn
20-year note. By locking in 20-year funding, Abuja
aligned its debt repayment schedule with its
demographic timeline. The 9.125% yield represents
a steep cost, essentially a high-interest tax on
future growth, but it secured USD 2.3bn to fund the
2025 budget deficit and refinance debt.

Kenya adopted a similar strategy in October,
issuing a USD 1.5bn dual-tranche bond to retire its
own 2025 maturities. The pricing (9.2% on the 12-
year tranche) indicates a market that remains open
but unforgiving.

Meanwhile, Benin distinguished itself as the “smart
money” favorite. In January, it priced a USD 500m
bond due in 2041, signhaling that investors are
willing to extend duration by as much as 16 years
for perceived “quality” credits that can bridge the
gap into the 2040s.
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The “Gamblers”: The
Collateral Trap

For sovereigns shut out of public markets, the
bridge to 2050 is being built on shakier foundations.

Some African sovereigns have resorted to private,
sometimes short-dated collateralized transactions
to raise hard-currency financing over the past two
years. Unable to return to international capital
markets via public offerings, Cameroon, Gabon,
and the Republic of Congo relied on bond private
placements, with annual interest cost exceeding
10% of principal raised.

Oil-rich Angola has long struggled to return to the
international bond market and resorted to short-
term, collateralized financing structures such

as “total return swaps”. The African sovereign
eventually sold a USD 1.75bn dual-tranche bond

in October, pricing the 10-year at a relatively

high yield of 10.125%. Despite the new issuance,
Angola plans to resort to collateralised, private
transactions for its external funding, including new
total return swaps and repo transactions.

The mechanics of total return swap deals are
high-risk. Angola issued USD 1.93bn in bonds to
itself and pledged them as collateral to secure
cash amounting to about half of collateral. This
structure creates an asymmetric risk: if the
sovereign defaults, these commercial lenders
could claim priority over other creditors, potentially
depleting foreign reserves, a scenario eerily similar
to Ecuador’s disastrous 2018 repo transactions.

The “Silent” Squeeze:
Eating the Seed Corn

Elsewhere, pressure is being absorbed by
domestic financial systems, a trend that threatens
private sector growth required to employ Africa’s
future workforce.

In Senegal, the government has heavily relied on
domestic debt markets following a large fiscal
misreporting, which has led to credit rating
downgrades and increasing concerns regarding a
possible debt restructuring. A potential sovereign
debt workout could materially hurt banks’


https://www.uneca.org/economic-report-on-africa-2025
https://www.uneca.org/economic-report-on-africa-2025
https://www.ifc.org/en/pressroom/2020/new-google-ifc-report-estimates-africas-internet-economy-could-b
https://www.ifc.org/en/pressroom/2020/new-google-ifc-report-estimates-africas-internet-economy-could-b
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capitalisation, given holdings of government
securities equal to about 2x equity, according to
ratings agency Fitch. The high sovereign exposure
is also likely to crowd out credit to the private
sector. Rather than pursuing a comprehensive
external debt restructuring, authorities may opt to
reprofile domestic liabilities, according to a REDD
analysis report.

Gabon avoided a public default by turning to a
USD 570m private placement in February 2025.
The cost, a 12.7% yield, was punitive, but it allowed
the country to retire its 2025 bonds without the
scrutiny of a public roadshow.

According to the IMF’s “Regional Economic
Outlook: Sub-Saharan Africa” published in October
2025, bank exposure to government debt has
increased between 2019 and 2024 and is now
larger and growing faster in Sub-Saharan Africa
than in any other region. Sovereign exposure
accounts for around 20% of bank assets as of 2024,
up from the mid-teens.

The World Bank’s International Finance
Corporation estimates unmet financial needs of
roughly USD 331bn for micro, small and medium-
sized enterprises (MSME) in sub-Saharan Africa,
based on its September 2025 report “MSME
Banking in the Digital Era”.

Earlier research by the European Investment Bank
(“Is crowding out of private sector credit inhibiting
Africa’s growth?”, 2022) identified high sovereign
crowding-out risks in countries such as Ghana,

Kenya, and Uganda. While Senegal and Gabon were

not highlighted at the time, rising fiscal pressure

and increased domestic bank exposure suggest the

risk has grown since that analysis was published.

The danger of this silent squeeze is classic
“crowding out”. As governments fill domestic bank
balance sheets with rolled-over sovereign debt,
they deprive local SMEs of the credit required to
absorb the labor force surge expected by 2050.
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Global Implications: The
Privatisation of Risk

Taken together, the data points to a profound
shift in who ultimately bears the risk. The creditor
landscape of low income countries, which include
several African nations, has changed dramatically
over the past three decades.

Private creditors and emerging official bilateral
lenders such as China now hold a much larger
portion of claims compared to the 1990s.
Multilateral banks and official lenders accounted
for 92% of the debt of low income countries in
1996, according to the IMF. That number fell to
81% in 2021, with the private sector rising to 19%
of total from 8% in 1996.

This privatisation of risk means that the next African
debit crisis will not be framed solely as a development
challenge. It will also be a quarterly earnings issue for
the world’s largest financial institutions.

The race is underway. Some countries in Africa are
borrowing at double-digit rates against a projected
USD 29tn future. The demographic promise is

real, but the cost of building the bridge to reach it
suggests that much of the 2050 dividend is already
being mortgaged to survive 2025.
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https://www.fitchratings.com/research/banks/senegal-banking-oe-revision-highlights-asset-quality-solvency-risks-08-12-2025
https://www.fitchratings.com/research/banks/senegal-banking-oe-revision-highlights-asset-quality-solvency-risks-08-12-2025
https://www.imf.org/-/media/files/publications/reo/afr/2025/october/english/text.pdf
https://www.imf.org/-/media/files/publications/reo/afr/2025/october/english/text.pdf
https://www.ifc.org/en/insights-reports/2025/msme-banking-in-the-digital-era
https://www.ifc.org/en/insights-reports/2025/msme-banking-in-the-digital-era
https://www.eib.org/en/publications/20220180-is-crowding-out-of-private-sector-credit-inhibiting-africas-growth
https://www.eib.org/en/publications/20220180-is-crowding-out-of-private-sector-credit-inhibiting-africas-growth
https://www.bing.com/ck/a?!&&p=ed136ca9ec0d780cc0e9aae73fcc86987240886240b10916eca8962b644a94ceJmltdHM9MTc2NTkyOTYwMA&ptn=3&ver=2&hsh=4&fclid=27c8b6fa-ec40-6678-2727-a0f3ed376748&psq=imf+system+debt+crisis+in+low+income+countries&u=a1aHR0cHM6Ly93d3cuZWxpYnJhcnkuaW1mLm9yZy9kb3dubG9hZHBkZi92aWV3L2pvdXJuYWxzLzAwMS8yMDIzLzA3OS9hcnRpY2xlLUEwMDEtZW4ucGRm
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