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El Nino 2026-27: Africa's Climate Shock Is a

Balance-Sheet Event

The reported $10-20 billion output loss is the headline. The bigger story is where the shock lands: on
hydro-dependent grids, food-importing households and sovereigns that have just absorbed the 2026 Hormuz
fuel and fertilizer shock.
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Executive summary

* The event is real and still building. NOAA's October 8 update puts Nifio-3.4 at +2.1°C and gives an 83% chance of
a record event (stronger than any since 1950) in October-December. Peak impacts in Africa fall between now and
mid-2027. [High]

* This is three shocks, not one. Southern Africa and the Sahel face drought. East Africa faces floods, made worse by a
positive Indian Ocean Dipole. Treating "Africa" as one exposure gets both the risk and the opportunity wrong. [Highl

* What the market is missing: the power channel. In Zambia and Zimbabwe, drought is an industrial event. Low
water at Kariba means power cuts, then lower mining and factory output, then weaker exports and currencies. This
channel is barely in the $10-20B headline. [Medium]

* Timing matters more than size. Southern Africa's crop damage shows up in the March-May 2027 harvest, food
prices peak in mid-2027, and fiscal stress hits 2027 budgets and IMF program reviews. Cocoa markets are already
pricing risk. Sovereign credit markets, in our view, are not yet. [Medium]

e Liberia is not on the high-risk lists, but it is not insulated. Its main exposure runs through imported rice and fuel
prices, not local rainfall. The event strengthens the case for the irrigated-rice agenda and for bankable adaptation
projects. [Medium]
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Figure 1. The odds keep rising. Nifio-3.4 readings and NOAA's probability Figure 2. Africa carries about half of the projected hunger increase.
of a record (=+2.5°C RONI) October-December event. Source: NOAA CPC Additional people in acute food insecurity by end-2027, by region. Source:
diagnostic discussions, Aug-Oct 2026. WFP, Aug 2026; SNQ Macro grouping.

1. What the consensus is missing

Most coverage frames El Nifio as a humanitarian and farm story. That is true but incomplete. For an allocator, four points
matter more:

* It compounds an existing shock. The Strait of Hormuz disruption that began in February pushed urea to about $726
per tonne in March, a four-year high, and the World Bank named Sub-Saharan Africa the region most exposed to high
fertilizer prices. Prices have eased since shipping resumed, but farm balance sheets and government buffers enter this
El Nifo weaker than in 2023.
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e The headline number is a flow, not a stock. $10-20B is lost output in one year. It does not capture the fiscal cost
of emergency spending, the drain on foreign-exchange reserves from extra food and fuel imports, or multi-year
scarring. Zimbabwe's 2024 experience is the template: GDP growth fell to 2.0%, agriculture contracted 15%, and 6
million people became food insecure.

* Hydropower links weather to copper. Hydro is 77% of Zambia's installed capacity just as mine expansions raise
power demand. A failed rainy season hits the country's main export engine, not just its farms.

e Price is not the same as income. Higher cocoa prices do not mean more money for Céte d'lvoire, Ghana or their
farmers when volumes fall and farmgate prices are fixed. Cote d'lvoire cut its mid-crop farmgate price 57% this year.

2. Fact check: what the screenshots say vs. what the sources say

SNQ separates fact from interpretation. Several figures circulating on social media need context before they go into a

client deck.
"95% odds of a very strong El NOAA's Oct 8 discussion gives an 83% chance of a record event Use NOAA's 83%. Treat 95% as
Nifio" (social post) in Oct-Dec and says a strong-to-very-strong event is likely unverified or a different

through Jan-Mar 2027 (>83%). We could not find 95% in the threshold.
current NOAA text.

"Strongest ever recorded" (BBC) A forecast, not yet an observation. NOAA says chances are high Say "on track to be" the

it will exceed every event since 1950. strongest on record.
$10-20B GDP reduction (BBC) From AfDB climate director Anthony Nyong in a Reuters Credible, institutional, but an
interview (Jul 27): 1-2% of GDP on average in heavily affected interview estimate. Cite as
countries. First estimate by a major MDB. No published model AfDB.
yet.
$327M agricultural losses (BBC) Matches reporting of roughly $330M in lost farmer income in Do not compare it with or add it
2026, a different and much narrower measure. to the GDP figure.
49M more people hungry "by WFP: almost 49M across 45 vulnerable countries worldwide, by Global, not Africa; end-2027, not
year end" (social post) end-2027, a 22% rise on baseline. end-2026. Africa share = 24M.
12 African countries most at risk ~ Sudan, South Sudan, Ethiopia, Somalia, Kenya, Uganda, Nigeria, = A humanitarian ranking. Macro
(BBC/FAO/WFP) Cameroon, Malawi, Mozambique, Zimbabwe, Madagascar. exposure list differs (see
Based on weather, crop calendars, existing hunger and Section 3).
readiness.

3. Three Africas, three shocks

The BBC/WMO map is the right starting point. Below we translate it into macro exposure. Note that our list adds Zambia
and South Africa, which are not on the humanitarian list but carry large economic channels.

Southern Drier, hotter Maize harvest; Kariba and Cahora Bassa Zambia, Zimbabwe, Rains Nov-Mar;
Africa summer rains hydropower; copper output; food and diesel Malawi, Mozambique, harvest Mar-May
imports; fiscal emergency spending. In 2023/24, Madagascar; South 2027; prices
South Africa's maize crop fell 22%. Africa (maize, not grid) mid-2027
East Africa / Wetter short Floods, damaged roads and rail, displacement, Somalia, Kenya, Oct-Dec 2026
Horn rains, amplified disease; but better pasture, refilled reservoirs southern Ethiopia,
by positive 10D and hydropower. ICPAC cites 1997 and 2023 as Uganda; South Sudan
analog years.
Sahel / West & Drier; hotter Cereal and livestock stress; cocoa yields; food Sudan, Chad, northern Cocoa: Dec-Mar
Central Harmattan risk inflation; conflict and migration pressure. Nigeria, Cameroon; flowering; food:
cocoa belt (Céte d'lvoire, 2027 lean season
Ghana)

A buffer worth noting: Zambia enters the season with a record 2026 maize harvest of about 5 million tonnes, up 30%
on 2025. That cushions food supply in the near term. It does not cushion the grid.

4. How the shock travels: the transmission chain

Rainfall - crop yields and reservoir levels - food prices and power supply — inflation, import bills and reserves —»
currency pressure — subsidies, emergency spending and lower tax revenue - wider deficits and higher borrowing
needs - IMF program slippage and wider spreads — political stress and migration
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The Zambia case, traced to the fourth order. Poor rains - low Kariba inflows = power rationing — lower copper
output just as new mines need more power - weaker export earnings — pressure on the kwacha — higher cost of
imported diesel for backup generation — a test of post-restructuring fiscal credibility. Each link is documented from 2024.
The question is whether 2027 repeats it with a larger copper base at stake.

The cocoa case. Ghana's regulator expects the 2026/27 crop at about 650,000 tonnes, down 13%. StoneX had already
cut its global surplus forecast to 149,000 tonnes; the last El Nifio year (2023/24) produced a deficit of nearly 500,000
tonnes. Higher world prices help trading houses and inventory holders first. With fixed farmgate prices, farmers capture
little, and marketing boards with forward-sold crops face financing strain if they cannot deliver.

5. The SNQ Seven-Lens read

Energy Hydro shortfalls in Zambia, Zimbabwe, Malawi and Mozambique force rationing and diesel imports, [Highl
on top of already high 2026 fuel bills. East African reservoirs and hydro output likely improve.
Capital flows MDB and DFI money shifts toward emergency and adaptation use. AfDB says Africa's adaptation [Medium]
need this year rises to about $100B, from about $50B, and is reviewing its own portfolio exposure.
Frontier risk appetite softens at the margin.
Currency Extra food and fuel imports widen external gaps in Zambia, Malawi, Zimbabwe and Kenya. Cocoa [Medium]
markets producers see mixed effects: higher prices, lower volumes.
Geopolitics AfDB warns of mass migration from hard-hit areas. Sudan's war and Sahel instability amplify food [Medium]
stress. Food aid becomes a lever in Gulf, Chinese, Western competition while WFP's own field data
collection has shrunk on funding cuts.
Supply chains Cocoa and coffee volatility; maize trade shifts within SADC; Asian rice output at risk; flood damage [Highl
to East African roads, rail and ports access.
Sovereign Emergency spending plus lower revenue in 2027 budgets. The IMF warns a strong El Nifio could [Highl
finance halve Zimbabwe's 2027 growth. Restructured or program countries (Zambia, Ghana, Ethiopia,
Malawi) face slippage risk against targets.
Long-term Two strong events in three years (2023/24, 2026/27) make the case for irrigation, storage, [Highl
structural distributed solar, regional grid links and pre-arranged risk finance. Climate is now a credit variable,

not an ESG footnote.

6. Who wins, who loses, who is mixed

* Hydro-dependent Southern sovereigns * South Africa: maize hit, but a diversified * Commodity traders and inventory holders
and their mines (Zambia, Zimbabwe, economy and a coal-heavy grid (volatility)

Malawi) » Cote d'lvoire and Ghana: price up, volume * Distributed solar-plus-storage developers
* Food-importing urban households and down serving mines and industry

Sahel/Sudan populations * Kenya and Ethiopia: flood damage vs. e Irrigation, grain-storage and cold-chain

» Cocoa farmers on fixed farmgate prices pasture and hydro gains operators

» Restructured or IMF-program sovereigns  Nigeria: northern food stress vs. a larger,  East African hydro operators if rains are
facing fiscal targets more diversified base heavy but not destructive

* Flood-exposed East African infrastructure » Well-priced parametric insurance

and insurers without priced cover providers

7. The Liberia lens

* Direct weather risk is moderate. Liberia is not on the FAO/WFP high-risk list, and October-March is already its dry
season. But humanitarian monitors flagged rainfall deficits in central and eastern Liberia this summer, which includes
Nimba, Bong and Lofa, the core of the rice agenda. [Medium]

* The real channel is imported prices. Liberia relies heavily on imported rice and fuel. El Nifio threatens Asian rice
output; in 2023, India's export restrictions sent world rice prices to a 15-year high. A repeat would hit household
budgets and the trade balance quickly. Roughly 418,000 Liberians (7% of those analyzed) were already in crisis-level
food insecurity in late 2025. [Medium]

* Policy implication. The Liberians Feed Yourselves Agenda targets 50,000 hectares of irrigated lowland rice in Lofa,
Nimba and Bong. El Nifio makes irrigation the highest-return piece of that plan, because it converts rain-fed risk into
managed water. [High]

* A border hypothesis. When Cote d'lvoire's farmgate cocoa price sits far below world prices, beans tend to move
across porous borders. Nimba borders Cote d'lvoire. Liberian cocoa export volumes could rise for reasons that have
nothing to do with Liberian farms. Worth watching in customs data. [Low]
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e Carbon vs. adaptation: coordinate, do not confuse. For the Carbon Markets Authority, mangroves, wetlands and
forests can deliver both flood resilience and carbon value, but they are paid for differently. Carbon revenue needs
verified emissions reductions or removals. Adaptation finance (Green Climate Fund, Adaptation Fund, Climate
Investment Funds, which AfDB is steering countries toward) needs a credible measure of resilience benefit. The
bankable structure stacks the two revenue streams with separate measurement, rather than selling avoided damage
as a carbon credit. [High]

8. Counterarguments and SNQ's response

Counterargument SNQ response

"Forecasts can bust. A strong El Nifio Agreed, and NOAA says so itself. That is why we size risk by exposure and vulnerability, not

does not guarantee African impacts." by the ocean index alone. The El Nifio link to Southern African drought is among the most
reliable in climate science; the Sahel and West African links are weaker. Our conviction
levels reflect that.

"Buffers are better this time: record True, and it is why we do not expect a global food price spike. WFP notes past El Nifios rarely

Zambian maize, adequate global grain caused one. The risk is local: food prices in specific markets, power supply and budgets.

stocks, lower fertilizer prices since Grain stocks do not refill a dam.

June."

"$10-20B is small against Africa's The average hides the concentration. A 1-2% GDP loss lands on a dozen economies with thin

roughly $3 trillion economy." reserves, and the power and fiscal effects come on top. Zimbabwe 2024 shows how a single
season can reset a growth story.

"Higher cocoa prices are good for Only partly. Revenue is price times volume, and volume is falling. Fixed farmgate prices and

Ghana and Céte d'lvoire." forward sales mean much of the gain goes to traders and inventory holders, not farmers or,

in some cases, the treasury.

What would prove us wrong

* NOAA's November 12 update shows the event peaking early and weakening fast.

e Southern Africa's November-January rains come in near normal, and Kariba inflows hold up.
* South African white maize futures stay flat into February 2027.

* Zambia avoids extended load-shedding through the first quarter of 2027.

* East Africa's short rains end without major flood damage to transport corridors.

9. What a CIO should do: 6-18 month positioning considerations

Now - Dec 2026 Build a sovereign exposure map: hydro share of power, food and fuel import share, reserve cover, IMF program
status. Separate the drought group from the flood group. Treat cocoa as a volatility story, not a one-way bet.

Jan - May 2027 Be selective on hydro-dependent, food-importing Southern African credit into the harvest and power window. Watch
IMF reviews for Zambia, Malawi and Zimbabwe. Expect upside risk in regional white maize.

Mid-2027 onward Deploy into resilience assets the shock makes urgent: solar-plus-storage for Copperbelt mines, irrigation, storage
and cold chain, regional power interconnection. Favor structures with pre-arranged risk finance: parametric cover
(e.g., African Risk Capacity) and climate-resilient debt clauses that pause payments after a qualifying disaster.

Policy desks Spend early. WFP reports anticipatory programs have saved an estimated $3-7 per $1 in past events (WFP-reported;
methodology varies). The cheapest dollar in this cycle is the one spent before the harvest fails.

SNQ dashboard: signals we are tracking

NOAA ENSO update Nov 12, 2026 Peak strength; any early decay

SADC rainfall onset Nov - Jan Planting success in maize belt

Lake Kariba level (Zambezi River Authority) Monthly Power rationing risk, Zambia/Zimbabwe
SAFEX white maize Weekly Regional food-price pressure

Céte d'lvoire / Ghana port arrivals Weekly Cocoa volume vs. price

Kenya/Somalia flood reports; ICPAC updates Oct - Dec Corridor and infrastructure damage

IMF program reviews; Eurobond spreads Q1 - Q2 2027 Whether credit starts to price the shock
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SNQ bottom line. El Nifio's cost to Africa will not be set by the strength of the weather alone. It will be set by
the strength of the systems it hits: grids, granaries, reserves and budgets. The opportunity sits in the same
place as the risk.

Sources

NOAA Climate Prediction Center, ENSO Diagnostic Discussions (Aug 13, Sep 10, Oct 8, 2026); WMO Global Seasonal Climate Update (Sep 3, 2026); Reuters
interview with AfDB's Anthony Nyong (Jul 27, 2026); WFP El Nifio analysis and press release (Aug 5, 2026); ICPAC/FSNWG El Nifio Special Report (Aug 19,
2026); Welthungerhilfe El Nifio briefing (Aug 2026); FEWS NET Zambia Food Security Outlook (Jun 2026); IMF Zimbabwe staff commentary via The Herald
(2026); Shanghai Metals Market on Zambia power mix (Aug 18, 2026); World Bank Commodity Markets Outlook (Apr 2026) and fertilizer reporting;
Barchart/COCOBOD and StoneX cocoa reporting (Jun-Aug 2026); FAO GIEWS Liberia country brief (Jan 2026); BBC News Africa, Bloomberg and Financial Times
graphics provided by the author. Forecasts are conditional and will be updated as country data arrive.

Sanniquellie Macro (SNQ Macro) | Sage Thomson, Founder & Managing Partner | For information only; not investment advice. Page 5



