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1.0

INTRODUCTION

This Monetary Policy Statement is presented
against a background of uncertain global
economic developments, arising particularly
from the Brexit and a change in the United
States (US) administration, rising populism
and backlash against globalisation. Global
growth was at 3.1 per cent in 2016 and is
projected to pick up and average 3.4 per
cent in 2017. Regionally, the South African
economy only grew by less than 1 per cent
in 2016 and growth will remain subdued.
The relatively high domestic inflationary
pressures coupled with a weak exchange
rate and the persistent drought in 2016
resulted in an increase in the average
inflation for 2016 to 7.8 per cent from 5
per cent in 2015. The country experienced
a mild drought in 2014/15 season which
further worsened in 2015/16 season due to
a strong El Nino phenomenon which resulted
in rainfalls dropping to their lowest levels
in more than two decades, thus fuelling a
surge in food prices.
Monetary
policy
formulation
and
implementation continues to be guided by
price stability as the primary objective, and
the auxiliary economic growth objective.
From the second quarter of 2016 and
the first quarter of 2017 (financial year
2016/17), the Central Bank pursued an
accommodative monetary policy stance.
The Bank tightened its monetary policy
twice during the financial year, from 6.5 per
cent to 7 per cent in May 2016 and from 7
per cent to 7.25 per cent in January 2017.
This was to restore price stability due to
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higher food prices fuelled by high food
prices as well as a notable depreciation
of the Lilangeni exchange rate. Currently
the discount rate stands at 7.25 per cent,
25 basis points higher than that of South
Africa, at 7 per cent.
The rest of this Policy Statement is
organised as follows. Section 2 reviews
the international economic developments,
including recent economic developments in
South Africa. Section 3 presents a review
of domestic economic developments with
emphasis on the impact of the past year’s
monetary policy stance. Inflation outlook
and monetary policy stance is presented
in section 4, while other developments in
support to financial and price stability are
presented in Section 5. Section 6 concludes.

2.0

GLOBAL ECONOMIC DEVELOPMENTS

Global growth for 2016 is estimated at 3.1
per cent compared to a revised 3.2 per cent
in 2015, initially projected at 3.1 per cent.
Stagnant global trade, subdued investment,
and heightened policy uncertainty marked
another difficult year for the world
economy. After a lacklustre 2016, economic
activity is expected to pick up in 2017 and
2018, especially in emerging market and
developing economies. Global growth is
projected to be 3.4 per cent and 3.6 per
cent in 2017 and 2018, respectively (IMF
World Economic Outlook Update, January
2017).

© 2017 Central Bank Of Swaziland
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2.0 per cent in 2018. As noted, this forecast
expected in some Latin American countries
is particularly uncertain in light of potential
currently in recession, such as Argentina
changes in the policy stance of the United
and Brazil, as well as in Turkey, which faced
States under the new administration.
a sharp contraction in tourism revenues.
Anaemic growth in advanced economies
Activity in Russia was slightly better than
was accompanied by a further weakening
expected, in part reflecting firmer oil prices
of global trade in 2016. Mitigating these
(IMF World Economic Outlook Update,
headwinds,
commodity
prices
have
January 2017).
stabilised and are projected to increase
moderately during 2017 to 2019, providing
The sluggish economic outlook underscores
support for commodity-exporting emerging
the need to implement structural policies
market and developing economies (EMDEs).
that support domestic demand and
Growth in EMDEs is estimated at 4.1 per cent
reinvigorate investment. In advanced
in 2016 compared to 2.1 per cent in 2015.

4

4

© 2017 Central Bank Of Swaziland

recorded in 2015 and is projected to reach

the need to implement structural policies

4.5 per cent in 2017. A further pickup in

that

support

growth to 4.8 perA Ncent
projected
N U A L is
MON
E TA RY P O L I for
C Y S TAT E M Ereinvigorate
NT 2017 |
2018.

The

obstacles

forecasts
to

activity

reflect
in

receding
commodity

exporters and continued solid domestic

domestic

demand

and

investment.
CE
N T R A L B A N K O FIn
S WA advanced
ZILAND

economies, extremely low and negative
real

interest

rates

constrain

the

effectiveness of monetary policy and may

economies, extremely low and negative real
macroeconomic policies should remain
demand in commodity importers.
warrant more supportive fiscal policies.
interest rates constrain the effectiveness
accommodative until evidence of capacity
More
generally, emerge
macroeconomic
policies
of monetary
warrant
constraints
and inflation
is on a
Growth
in China policy
was a and
bit may
stronger
than more
should
remain
accommodative
until
supportive fiscal policies. More generally,
clear upward trend.
expected, supported by continued policy

evidence of capacity constraints emerge
stimulus. But activity was weaker than
and inflation
is GDP
on aGrowth
clear upward
Figure 2: Emerging Market and Developing Economies
(EMDEs)
Rates trend.
Figure 2: Emerging Market and Developing Economies (EMDEs) GDP Growth Rates

Source: IMF World Economic Outlook Update, January 2017

However, fiscal stimulus and other growth

in particular, the United States of America

enhancing policies in key major economies

(US) could lead to stronger-than-expected

Source: IMF World Economic Outlook Update, January 2017

However, fiscal stimulus and other growth
enhancing
in key major economies
©2017
Central policies
Bank of Swaziland
in particular, the United States of America
(US) could lead to stronger-than-expected
activity and thus represent a substantial
upside risk to the inflation outlook. In view
of the limited room for macroeconomic
policy to absorb further adverse shocks as
well as subdued growth prospects, structural
reforms that boost potential growth remain
a priority.
2.1 Commodity Markets Outlook and
Inflation
Crude oil prices are forecast to rise to
$55/barrel (bbl) in 2017 from $43/bbl in
2016 following agreements among some

Organisation of the Petroleum Exporting
Countries (OPEC) and non-OPEC producers
to limit output in the first half of 2017.
The market is expected to tighten in 2017,
particularly in the second half of the year,
which would help reduce the large stock
overhang. Metals prices are projected to
rise by 11 per cent as a result of supply
constraints, including large lead and zinc
mine closures. Agricultural commodity
prices are anticipated to rise slightly in
2017, with increases in ‘oils and meals’ and
‘raw materials’ offset by declines in grains
following favourable weather conditions in
Europe, North America, and Central Asia
(Commodity Markets Outlook, January
2017).
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Headline inflation rates recovered in
advanced economies in recent months with
the bottoming out of commodity prices,
but core inflation rates have remained
broadly unchanged and generally below
inflation targets. In advanced economies,
inflation in 2016 was around 0.7 per cent
compared to 0.3 per cent in 2015, and is
expected to pick up to 1.7 per cent and 1.9
per cent in 2017 and 2018, respectively.
Inflation picked up in China as capacity
cuts and higher commodity prices pushed
producer price inflation to positive territory
after more than four years of deflation. In
EMDEs, inflation averaged 4.5 per cent in
2016 compared to 4.7 per cent in 2015.
EMDEs inflation developments have been
broadly heterogeneous, reflecting differing
exchange rate movements and countryspecific underlying factors (IMF World
Economic Outlook Update, January 2017).
2.2 Monetary Policy in Advanced
Economies
Among
advanced
economies,
unconventional monetary policies have
become a common feature of central banks’
toolkits in the post-crisis period. Over the
reporting period some advanced economies
adopted negative interest rates in a bid to
spur economic activity and inflation. These
policies, while still needed in a number
of countries to support growth and bring
inflation back in line with policy objectives,
are
facing
increasing
constraints.
Monetary policy, therefore, must remain
accommodative, relying on unconventional
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strategies as needed. But accommodative
monetary policy alone cannot lift demand
sufficiently.
A shift towards more expansionary fiscal
policies is underway in Japan and may
materialise in the US. In China, the main
policy challenge is to increase the role of
markets and facilitate resource reallocation
to high productivity sectors, while reining
in credit growth. Emerging market and
developing economies face starkly diverse
cyclical positions and structural challenges.
In general, enhancing financial resilience
can reduce the vulnerability to a tighter
global financial conditions, sharp currency
movements, and the risk of capital flow
reversals (IMF World Economic Outlook
Update, January 2017).
Developments in the US, the world’s
largest economy, have effects far beyond
its shores. A surge in US growth, whether
due to expansionary fiscal policies or other
reasons could provide a significant boost to
the global economy. Tightening US financial
conditions whether due to faster-thanexpected normalisation of US monetary
policy or other reasons could reverberate
across global financial markets, with
adverse effects on some EMDEs that rely
heavily on external financing. In addition,
lingering uncertainty about the course of US
economic policy could have a significantly
negative effect on global growth prospects.
While the United States plays a critical
role in the world economy, activity in the
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rest of the world is also important for the
United States. The new US administration’s
specific economic policies are still being
shaped. Simulations by the World Bank
indicate that the planned reduction in
corporate and personal income taxes
could, if implemented fully and without
consideration for further policy changes
increase US GDP growth projections to 2.2 –
2.5 per cent in 2017 and 2.5 – 2.9 per cent
in 2018.
Given limited details to date about the
overall scope of all fiscal measures that the
new administration plans to implement,
including plans to stimulate infrastructure
investment and cuts in other federal
government outlays, it is difficult to
rigorously examine their net effect on the
outlook for the US economy.
Furthermore, if implemented, plans to
retreat from trade agreements or to raise
tariffs and trade barriers could lead to
retaliatory action and have negative effects
on the outlook for the US economy. The
renegotiation of North American Free Trade
Agreement (NAFTA) could have particularly
significant effects on regional trade and
industrial prospects.
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2.3 South Africa Economic Developments
The South African economy grew by 0.3 per
cent in 2016 down from 1.3 per cent in 2015
Seasonally adjusted data show a negative
growth rate of 0.3 per cent in the fourth
quarter of 2016 from a 0.4 per cent growth
in the third quarter. Contributing to this
negative growth was the primary sector,
which contracted by 9 per cent, mainly
driven by a negative growth in mining &
quarrying and manufacturing sectors.  
The economic growth outlook for South
Africa remains weak and reflects the
broader outlook for emerging markets
which is also unclear and giving conflicting
developments. Whilst the South African
Reserve Bank (SARB) has revised up its 2017
GDP growth forecast to 1.2 per cent (from
1.1 per cent), the IMF projects a 0.8 per
cent growth in 2017.
In 2018 the IMF forecasts a recovery in South
African growth to reach 1.6 per cent, same
as the SARB forecast. However, the shifting
global economic landscape coupled with
protectionist threats from the US, if carried
through, could undermine world trade and
have adverse effects on emerging markets
in particular.

© 2017 Central Bank Of Swaziland
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Table 1: South African Economic Performance
Quarter-to-quarter (Seasonally adjusted annualised rates):

Q3 2016

Q4 2016

Total

0.4 %

-0.3 %

     Primary sector

3.2 %

-9.0 %

Secondary sector

-2,5 %

-1.8 %

Tertiary sector

0.8 %

1.6 %

Year-on-year (Before seasonal adjustment)

Q3 2016

Q4 2016

Total

0.7 %

0.7 %

Annual growth

2015

2016

1.3 %

0.3 %

Main negative contributors to growth in quarterly GDP (Percentage points)

Q3 2016

Q4 2016

Mining and quarrying sector

0.3%

-0.9%

Manufacturing sector

-0.4%

-0.4%

Main positive contributors to growth in quarterly GDP (Percentage points)

Q3 2016

Q4 2016

Finance, real estate and business services sector

0.3%

0.3%

Trade, catering and accommodation sector

-0.3%

0.3%

Source: Statistics South Africa

The South African Reserve Bank remains
concerned that the inflation trajectory is
uncomfortably outside the 3-6 per cent
band.   Headline inflation is expected to
return to within the target range during
the final quarter of 2017, and to average
6.2 per cent for the year 2017. Consumer
prices in South Africa on average rose by
6.6 per cent in 2016 compared to a 4.5 per
cent increase in 2015. High inflation during
the course of   2016 was due to increasing
costs of transport, food and non-alcoholic
beverages as well as utilities. Latest figures
from Statistics South Africa indicate that
consumer inflation rose by 6.3 per cent
year-on-year in February 2017, following a
6.6 per cent gain in January 2017, mainly
driven by slower increases in prices for food
and non-alcoholic beverages and household
contents and services. The SARB left its
benchmark repo rate on hold at 7 per cent
at its policy meeting in March 2017. The
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repo rate was last raised by 25 basis points
in March 2016.

3.0 DOMESTIC ECONOMIC
DEVELOPMENTS
3.1 Monetary Policy in Swaziland
The Central Bank of Swaziland has the
ultimate goal of attaining price stability,
stable and a sound financial system that will
support sustainable economic growth. This
can be achieved through a sound monetary
policy formulated and implemented by the
Central Bank. Monetary policy formulation
in Swaziland is, to a large extent,
influenced by the country’s membership to
the Common Monetary Area (CMA), where
Swaziland’s currency (the Lilangeni) is
pegged on a one-to-one basis to the South
African Rand (which freely floats with other
major currencies). Therefore, keeping the
exchange rate peg serves as an intermediate

A N N U A L M O N E TA RY P O L I C Y S TAT E M E N T 2 0 1 7

goal for monetary policy in Swaziland.
However, the Central Bank of Swaziland
uses the discount rate as the major policy
instrument to fight domestic inflationary
pressures and curb capital flight. The other
instruments which the Bank uses are the
liquidity ratio, open market operations and
reserve requirement.
3.2 Actions and Outcomes of the 2016
Monetary Policy Statement
During the financial year 2016/17, the
Central Bank pursued an accommodative
monetary policy stance. The Bank tightened
monetary policy in the first quarter of
2016/17 as well as in the last quarter of
the financial year in order to restore price
stability threatened by higher food prices
as well as a notable depreciation of the
Lilangeni exchange rate particularly during
the first two months of this reporting period.
In May 2016, the Central Bank increased
its policy rate (discount rate) from 6.5 per
cent in April to 7 per cent in May 2016.
Thereafter, monetary policy was held
steady in order not to constrain economic
growth. More recently, on 26 January 2017,
the Central Bank increased the bank rate
further resulting in a cumulative increase
of 75 basis points during the review period
to reach 7.25 per cent from 6.5 per cent in
April 2016. Worth noting is that the domestic
bank rate was lower by 50 basis points at
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6.5 per cent than that of South Africa in
April 2016. However, in January 2017, the
local bank rate was higher by 25 basis points
at 7.25 per cent. The prime lending rate
also increased by a similar margin to reach
10.75 per cent from 10 per cent in April
2016. Furthermore, during the course of
the financial year the Central Bank revised
the minimum liquidity requirement from
20 per cent for commercial banks to 25 per
cent and also raising it from 17 per cent to
22 per cent for the development bank. This
was aimed at improving banks’ resilience
to liquidity shocks that may occur due to
disturbances in the banking system. The
cash reserve requirement on the other hand
remained unchanged over this reporting
period. Short to medium-term outlook
indicates that monetary policy continues
to be indeterminate with risks posed by
increases in administered prices of some
utilities, persistently high food inflation
and international oil prices. However,
inflationary pressures may be suppressed
by the positive impact of a better harvest
owing to the favourable weather during the
current season. The Central Bank remains
committed to its role to continuously assess
developments and act appropriately to
maintain price stability while supporting
growth of the economy.

© 2017 Central Bank Of Swaziland
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Figure
3: Interest
Rate
Trends;
March 2016
ANNUAL
MONETARY
POLICY
STATEMENT
2017 – March 2017

CENTRAL BANK OF SWAZILAND

Source: Central Bank of Swaziland, Other Depository Corporations and South African Reserve
Bank
Source: Central Bank of Swaziland, Other Depository Corporations and South African Reserve Bank
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(a) Overall Inflation
Inflationary pressures were on the upside in
2016. In the 2016 Monetary Policy Statement,
consumer inflation was projected to average
7.1 per cent in 2016. However, the actual
consumer inflation averaged 7.8 per cent
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in 2016 compared to an average of 5.0 per
cent in 2015 with a peak of 8.7 per cent in
December 2016. Inflationary pressures were
mainly noted in the consumer price index
(CPI) for goods. The CPI for Goods rose by
an average of 11.8 per cent in 2016, up from
an average of 4.6 per cent the previous
year. Non-durable goods which are mainly
dominated by perishable products such as
food recorded significant price increases
mainly in response to the drastic negative
effects of the El Nino induced drought
which severely affected food supplies for
both processed and non-processed foods.
Increases on prices of semi-durables and
durable goods were mainly noted in the
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second half of the year and they reflected
demand-driven factors arising from the
expansionary fiscal policy particularly in
the second half of the year 2016. The CPI
for services on the other hand slowed to
4.4 per cent in 2016 from 5.2 per cent the
previous year.
Inflationary pressures are expected to be
moderate in 2017 largely due to a slowdown
in food inflation. The first two months of
2017 recorded an average of 7.5 per cent
in headline inflation with February inflation
dropping to 6.8 per cent (its lowest in 12
months).

ANNUAL
MONETARY POLICY
STATEMENT
2017
CENTRAL BANK OF SWAZILAND
Figure
5: Consumer
Inflation
for January
2016 to February 2017
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CentralStatistics
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Office(CSO)
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Source:

(b) Food and Transport Inflation
The negative effects of the El Nino induced
drought resulted in significant increases in
food inflation due to acute food shortages.
Food inflation averaged 15.0 per cent in
2016 compared to 4.1 per cent in 2015.
The first round effects of the drought were
noted in the prices of cereals and this
Central
Bank Of to
Swaziland
food
inflation
double digits as
12pushed© 2017

transport inflation was mainly driven by
increases in prices of passenger transport
services following the implementation of
the 25 per cent public transport fares
increment in January 2016. This was the
last increment after Parliament a 50 per
cent rise in 2014. The first increment of 25
per cent was effected in July 2014. Apart
from food and transport inflation, other
categories of the CPI collectively recorded
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(b)  Food and Transport Inflation
The negative effects of the El Nino induced
drought resulted in significant increases in
food inflation due to acute food shortages.
Food inflation averaged 15.0 per cent in
2016 compared to 4.1 per cent in 2015. The
first round effects of the drought were noted
in the prices of cereals and this pushed food
inflation to double digits as early as February
2016. Later in the year, the second round
effects of the drought manifested in prices
of other processed foods particularly sugar
and sugar products. Transport inflation
recorded a notable acceleration averaging
9.6 per cent in 2016 compared to 4.1 per cent
in 2015. This was despite minimal changes
in domestic fuel prices throughout the
year which benefited from relatively lower
international oil prices. The acceleration
in transport inflation was mainly driven by
increases in prices of passenger transport
ANNUAL MONETARY POLICY STATEMENT 2017
services following the implementation
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of the 25 per cent public transport fares
increment in January 2016. This was the
last increment after Parliament a 50 per
cent rise in 2014. The first increment of 25
per cent was effected in July 2014. Apart
from food and transport inflation, other
categories of the CPI collectively recorded
a slowdown from 5.5 per cent in 2015 to 4.4
per cent in 2016. Disinflation was observed
mainly in the price indices of ‘education’,
‘recreation and culture’ and ‘miscellaneous
goods and services’.
Food inflation remained in double digits but
retreated from a high of 19.0 per cent in
December 2016 to 12.8 per cent in February
2017 largely benefiting from slower
increases in prices of ‘cereal products’
and ‘oils and fats’. Further slowdown in
inflation outcomes benefited from high base
effects from previous year particularly from
CENTRAL BANK OF SWAZILAND
transport inflation.

slowdown in inflation outcomes benefited
particularly from transport
Figure 6: Selected Inflation Components; January 2016 to February 2017
from high base effects from previous year

inflation.

Figure 6: Selected Inflation Components; January 2016 to February 2017

Source: Central Statistics Office

Source: Central Statistics Office

(c) Core Inflation

2016 and that acceleration in headline

Core inflation, that is CPI excluding food,

inflation was mainly driven by supply side

auto-fuel and energy, averaged 5.0 per

factors, mainly the drought effects which

cent in 2016 compared to 5.3 per cent the

affected food inflation. Core inflation

previous year. This reflected that demand

remained contained below 5 per cent in
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(c)  Core Inflation
Core inflation, that is CPI excluding food,
auto-fuel and energy, averaged 5.0 per
cent in 2016 compared to 5.3 per cent the
previous year. This reflected that demand
ANNUAL MONETARY POLICY STATEMENT 2017
side inflation drivers remained modest
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in 2016 and that acceleration in headline
inflation was mainly driven by supply side
factors, mainly the drought effects which
affected food inflation. Core inflation
remained contained below 5 per cent in the
CENTRAL
BANK OF SWAZILAND
opening months
of 2017.

Figure 7: Headline versus Core Inflation; February 2016 to February 2017

Figure 7: Headline versus Core Inflation; February 2016 to February 2017

Source: Central Statistics Office
Source: Central Statistics Office

3.2.3 Private Sector Credit

3.3.3 Private Sector Credit
(a) Total Private Sector Credit
(a) Total Private Sector Credit

Credit extended to the private sector grew

Credit extended to the private sector grew
at a pace of 8.2 per cent in February 2017
at a pace of 8.2 per cent in February 2017
compared to 6.8 per cent growth recorded
compared to 6.8 per cent growth recorded in
in February 206. The growth in credit
February 206. The growth in credit extended
extended to the private sector was
to the private sector was underpinned by
underpinned
by for
improved
demand forin
improved
demand
credit particularly
credit
particularly
as
the
business
sector in
asthe
thebusiness
droughtsector
situation
the

drought

situation

continued

to

continued to dissipate. Consequently,
dissipate.
Consequently,
annual
annual
credit
to businesses
grew credit
by 12.0toper
businesses
grew by
per cent
cent
in February
201712.0
compared
to ainfall
February
a fall of 9.7
of
9.7 per2017
centcompared
recorded to
in February
2016.
per cent
recorded
in businesses
February 2016.
The
The
rise in
credit to
was mainly
noticeable
in the
Agriculturewas
& mainly
Forestry,
rise in credit
to businesses
Distribution
Tourism,
Community,
Social
noticeable in&the
Agriculture
& Forestry,
&
Personal &Services
the RealSocial
Estate
Distribution
Tourism,and
Community,
sector.
& Personal Services and the Real Estate
sector.

Figure 8: Private Sector Credit (Annual Changes); February 2016 to February 2017
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Source: Central Bank of Swaziland and Other Depository Corporations
Source: Central Bank of Swaziland and Other Depository Corporations
Source: Central Bank of Swaziland and Other Depository Corporations

(b) Household Credit
(b) Household Credit
(b) credit
Household
Credit
Annual
extended
to the household
Annual credit extended to the household
Annual
to the
household
sector credit
grew byextended
7.7 per cent
in February
sector grew by 7.7 per cent in February
sector
grew by
7.7than
perthe
cent
February
2017, notably
lower
19.6inper
cent
2017, notably lower than the 19.6 per cent
2017,
lower
than 2016.
the 19.6
growthnotably
registered
in February
Withinper
growth registered in February 2016. Within
cent
registered
February
2016.
the growth
household
sector, inmost
of the
the household sector, most of the
Within
the household
sector,
most rates
of the
categories
recorded lower
growth
categories recorded lower growth rates
categories
recorded lower growth rates
which to some extent was a result of the
which
to
some
of the
which to some extent
extentwas
wasa result
a result
of the
higher lending rates in line with the tight
higher
lending
rates
in
line
with
the
tight
higher lending rates in line with the tight
monetary policy pursued by the Central
monetary policy
Central
monetary
policy pursued
pursuedbybythethe
Central
Bank during the period under review. Other
Bank
during
the
period
under
review.
Other
Bank during the period under review.

personal loans (mainly unsecured loans)
personal loans (mainly unsecured loans)
Other
personal
loans
(mainly 2017
unsecured
rose
by 20.5
per cent
in February
rose by 20.5 per cent in February 2017
loans) rose
by per
20.5 cent
per cent
in February
compared
to 43
recorded
in
compared to 43 per cent recorded in
2017 compared
to 43
per cent
recorded
February
2016. Credit
extended
for the
February 2016. Credit extended for the
in February
2016.vehicles
Creditcontracted
extendedbyfor the
acquisition
of motor
acquisition of motor vehicles contracted by
acquisition
motor2017
vehicles
contracted
3.4
per cent in of
February
compared
to
3.4 per cent in February 2017 compared to
3.4 per
in February
2017 compared
a by
growth
of cent
29.1 per
cent registered
in
a growth of 29.1 per cent registered in
to
a
growth
of
29.1
per
cent
registered
in
February 2016. Credit for housing purposes
February
2016.
Credit
for
housing
purposes
February 2016. Credit for housing purposes
on the other hand grew by 7.4 per cent in
on on
thethe
other
handhand
grewgrew
by 7.4byper
other
7.4cent
perincent in
February 2017, the same figure registered
February
2017,
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figurefigure
registered
February
2017,
the same
registered
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Figure 9: Household Credit by Product (Annual Changes); February 2016 to February 2017
Figure
(Annual Changes);
Changes);February
February2016
2016totoFebruary
February2017
2017
Figure9:
9:Household
Household Credit
Credit by Product (Annual

Source: Central Bank of Swaziland and Other Depository Corporations
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Source: Central Bank of Swaziland and Other Depository Corporations

(c) Private
Sector Credit
(c) Private
SectorOutlook
Credit Outlook
Short to medium term outlook for private
Short
to medium term outlook for
sector
credit
mixed but
mostly but
pointing
private sectoris credit
is mixed
mostly
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continued
improvement
supported
pointing towards continued improvement
by
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in
agriculture
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supported
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manufacturing due
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thatthat
manufacturing
duetotothe
thegood
good
rains
willimprove
improve output.
will
output.
3.2.4 Gross Official Reserves

However,
risks
credit
growth
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Consequent
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in SACU
emanating
fromthe
higher
lending
rates
which
revenue during
2016-2017
fiscal
year,
tend
hit hardergross
on theofficial
household
sector.
the tocountry’s
reserves
declined by 13.7 per cent over the year

3.3.4 Gross Official Reserves
However, risks to credit growth exist,

Consequent to the notable fall in SACU

largely
emanating
from2016-2017
higher lending
revenue
during the
fiscal year,
rates
which
tend
to
hit
harder
on
the country’s gross official reservesthe
declined
household
by 13.7 sector.
per cent over the year ended March

2017 to reach E 7.3 billion.
level
reserves
amounted
At At
thisthis
level
the the
reserves
amounted
to an to an
import
cover
of 3.4
months,
remaining
import
cover
of 3.4
months,
remaining
above
internationally
acceptable
above
thethe
internationally
acceptable
level level

three
months
of import
of goods
of of
three
months
of import
covercover
of goods
and services.
and

services.

ended 10:
March
2017
to reach
E 7.3 billion.
Figure
Gross
Official
Reserves
& Import Cover; March 2016 to March 2017

Figure 10: Gross Official Reserves & Import Cover; March 2016 to March 2017

Source: Central Bank of Swaziland

Source: Central Bank of Swaziland

The short to medium-term prospects for
the country’s reserves are uncertain as

The short to medium-term prospects
Government continues to face cash flow
for the country’s reserves are uncertain
challenges. However, there is some
as Government continues to face cash
positive relief emanating from anticipated
flow challenges. However, there is some
improvement in SACU revenue for the
positive relief emanating from anticipated
2017-2018 fiscal year. The Bank will thus
improvement in SACU revenue for the
©2017 Central Bank of Swaziland
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continue to monitor developments and
offer appropriate advice to government to
safeguard
the fiscal
market’s
confidence
in the
2017-2018
year.
The Bank
will thus
country’s
ability
to
meet
its
external
continue to monitor developments and
obligations
as well as to advice
withstand
offer appropriate
toexternal
government
shocks.
to safeguard the market’s confidence in

the country’s ability to meet its external
obligations as well as to withstand external
shocks.
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3.3.5 Broad Money Supply
Reinforced
by the growth
in private sector
3.2.5
3.2.5 Broad
Broad Money
Money Supply
Supply
credit extension and higher deposit rates,
Reinforced
Reinforced by
by the
the growth
growth in
in private
private sector
sector
annual broad money supply (M2) improved
credit
extension
and
higher
deposit
credit extension and higher deposit rates,
rates,
by 16.3 per cent in February 2017. This
annual
supply
improved
annual broad
broad money
supply (M2)
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to money
growth
of (M2)
14.2improved
per cent
by
16.3
per
cent
in
February
2017.
This
by
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per
cent
in
February
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This
registered in February 2016. An upward
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trend was reflected in both narrow and

quasi
money supply.
Notably,
narrow
quasi
Notably, narrow
narrowmoney
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supply. Notably,
money
money supply
supply (M1)
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increased by
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Figure 12: Average Exchange Rates; March 2016 to March 2017
Figure 12: Average Exchange Rates; March 2016 to March 2017

Source:

Central

Bank

Source: Central Bank of Swaziland

3.3

Fiscal Sector

The Minister
for Finance presented the
3.4
Fiscal Sector
2017/18 National Budget to Parliament

The Minister for Finance presented the
under a slight reprieve with the much
2017/18 National Budget to Parliament under
improved SACU receipts. The Budget
a slight reprieve with the much improved
delivered on 24 February 2017 was
SACU receipts. The Budget delivered on
operationalising the policies that were
24 February 2017 was operationalising the
pronounced by the King in his Speech from
policies
that were pronounced by the King in
the
Throne
whenthe
opening
the when
4th Session
his Speech from
Throne
opening
th
of the
Parliament.
BudgetThe
the
4th 10
Session
of the The
10th2017/18
Parliament.
has been
crafted
the King’s
2017/18
Budget
has around
been crafted
around
message:
above
Adversity
to create
the
King’s “Rising
message:
“Rising
above
Adversity
to create Prosperity for all”. The focus of
Prosperity for all”. The focus of the budget
the budget is in line with the King’s vision
is in line with the King’s vision on building
on building Government’s preparedness
Government’s preparedness and resilience
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of

Swaziland

against adversities where all stakeholders
will

contribute

to

and

benefit

from

economic growth.

and
resilience
against
adversities
all
The
actual
outturn
for 2015/16
showswhere
a
stakeholders will contribute to and benefit
from economic growth.

budget deficit of E2.5 billion or 4.8 per
cent of GDP. On the other hand, the
estimated outturn for 2016/17 indicates a

The actual outturn for 2015/16 shows a
deficit of E4.8 billion, an
budget deficit of E2.5 billion or 4.8 per cent
equivalent of 12.3 per cent of GDP. A
of GDP. On the other hand, the estimated
turnaround on the fiscal position from the
outturn for 2016/17 indicates a budget
original budget deficit of E6.5 billion or
deficit of E6.8 billion, an equivalent of 12.3
13.7 per cent of GDP presented in March
per cent of GDP. A turnaround on the fiscal
2016.
position from the original budget deficit
of E6.5 billion or 13.7 per cent of GDP
presented in March 2016.
budget
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Figure 13: National Budget Summary for 2014/15 to 2017/18
Figure 13: National Budget Summary for 2014/15 to 2017/18

Source:

Ministry

Source: Ministry of Finance
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indicate

of

Finance

that

Government will run a deficit of E4.8

Estimates for 2017/18 indicate that
billion, corresponding to 8.2 per cent of
Government will run a deficit of E4.8
GDP. Total revenue and grants to be
billion, corresponding to 8.2 per cent
collected in 2017/18 are projected to
of GDP. Total revenue and grants to be
increase by 17.4 per cent from E14.4
collected in 2017/18 are projected to
billion the previous fiscal year to E16.9
increase by 17.4 per cent from E14.4 billion
SACU receipts are estimated at
thebillion.
previous
fiscal year to E16.9 billion.
E7.1
billion
from
E5.3 billionatthe
previous
SACU receipts are estimated
E7.1
billion
fiscal
revenue
from
E5.3year.
billionThis
the source
previousoffiscal
year.
accounts
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42.1
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total
revenue
This source of revenue accounts for 42.1
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Domestic
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to
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of total
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of 13.3
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the Swaziland
Revenue Authority’s
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continued
in tax
collectionand
and
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in
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administration.
administration.

driven by domestic debt issuance during the
period. As a result, domestic debt increased
3.3.1 Public Debt
from E3.14 billion in February 2016 to E5.85
Total public debt increased by 48 per cent
billion, an equivalent of 10.7 per cent of
from E7.16 billion in February 2016 to
GDP at end of February 2017. External debt
record E10.58 billion or 19.3 per cent of
increased from E4.02 billion to E4.73 billion
GDP at end of February 2017. The surge
or 8.6 per cent of GDP during the period
was mainly driven by domestic debt
under review.  

3.4.1 Public Debt

recorded at 55:45 at end of February 2017

Total public debt increased by 48 per cent
©2017 Central Bank of Swaziland
from E7.16 billion in February 2016 to record
E10.58 billion or 19.3 per cent of GDP at
end of February 2017. The surge was mainly

issuance during the period. As a result,

domestic
debtbeen
increased
fromin
E3.14
There has
a shift
thebillion
share of
in
February
2016
to
E5.85
billion,
an was
external debt to domestic debt which
equivalent
of 10.7
at end 2017
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55:45per
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end of
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of
February
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from
a ratio2017.
of 44:56
in February
2016. This
from
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to of
E4.73
billion issuance
or 8.6 of
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a result
continued
per
cent ofdebt
GDPwhich
duringincluded
the period
domestic
CBSunder
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review.
to Government, Bonds Programme and

Suppliers Bond.

There has been a shift in the share of
external debt to domestic debt which was
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from a ratio of 44:56 in February 2016.

CBS

Advance

to

Government,

This was mainly a result of continued

Programme and Suppliers Bond.

Bonds

issuance of domestic debt which included

Figure 14: Total Public Debt; February 2016 to February 2017
Figure 14: Total Public Debt; February 2016 to February 2017

Source: Ministry of Finance and Central Bank of Swaziland
Source: Ministry of Finance and Central Bank of Swaziland

3.3.2 Domestic
Debt
Developments
in
2016/17
3.4.2 Domestic Debt Market

Market

Developments
in 2016/17
The 2016/17
Bond Issuance
Programme was

a success
as Bond
a total
of E1.087
billion waswas
The
2016/17
Issuance
Programme
compared
to a of
target
of E1billion
billion. was
a raised,
success
as a total
E1.087
raised,
compared to a target of E1 billion.
Over and above this, the pursuit of
Over and above this, the pursuit of
expansionary fiscal policy resulted in the
expansionary fiscal policy resulted in
accumulation of arrears. In trying to
the accumulation of arrears. In trying
address the situation, the Bank, in
to address the situation, the Bank, in
consultation with Government, initiated a
consultation with Government, initiated a
programme to settle arrears at the earliest
programme to settle arrears at the earliest
possible time. Financial Institutions were

possible time. Financial Institutions were
engaged and up-to February 2017, a total
engaged and up-to February 2017, a total
of E535 million was raised to pay arrears to
of E535 million was raised to pay arrears
minimise prolonged periods of unsettled
to minimise prolonged periods of unsettled
bills which can translate to business failure.
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Figure 15: Public Domestic Debt Share of Holdings as at 28 February 2017
Figure 15: Public Domestic Debt Share of Holdings as at 28 February 2017

Source: Central Bank of Swaziland
Source: Central Bank of Swaziland
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Transactions in the financial account
resulted in a net acquisition of assets of
E4.591 billion, lower than the net acquisition
of E7.504 billion during 2015.
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posted in the previous year.
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The resultant outcome for the overall
million.
balance of payments was an overall deficit
of E597.2 million during 2016, reflecting a
decline in reserves assets of E597.2 million.

acquisition of E7.504 billion during 2015.

Table 16: Current Account Components; 2012 - 2016
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4.0 INFLATION OUTLOOK AND
MONETARY
POLICY
STANCE
©2017 Central
Bank of Swaziland
In the short to medium-term, monetary
policy remains uncertain but likely to
be accommodative as it unwinds from
a tightening cycle following high rates
of inflation recorded in 2016.   Upside
risks to inflation in the medium are
expected from higher petrol prices due to
recovering international oil prices as the
cut in Organisation of Petroleum Exporting
Countries (OPEC) production materialises.
Fuel prices have already started their
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4.0 INFLATION OUTLOOK AND MONETARY
POLICY STANCE

upward adjustment in the year rising by
80 cents a litre in February 2018. Further
upward pressures emanate from increases in
administered prices. The Swaziland Energy
Regulatory Authority (SERA) approved a
15 per cent tariff hike in electricity in
February 2017 which came into effect at the
beginning of April and water tariff increase
is expected to follow during the course of
the year. Inflation is however expected to
fall in 2017 averaging 7.36 per cent, ceteris
paribus. Over the medium term, inflation to
drop to 5.84 per cent in 2018 and 5.64 per
cent in 2019.
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Countries (OPEC) production materialises.
Fuel prices have already started their
upward adjustment in the year rising by 80
Figure 17: Inflation Projections for 2017 (Fan-Chart)
Figure 17: Inflation Projections for 2017 (Fan-Chart)
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monetary
seek to:
• Guard against the risks of inflation
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pressures re-emerging and adversely
impacting inflation expectations,
with the objective of achieving and
maintaining low and stable inflation,
• Appropriately managing liquidity to
ensure adequate credit flow to the
productive sectors of the economy,
• Supporting the long-term sustainability
of public debt,
• Enhancing access to banking services
in order to improve the monetary
policy transmission to the benefit of
economic growth,
• Keeping the reserves at the required
level of more than three months
of imports of goods and services to
protect the parity of the Lilangeni to
the South African Rand, and,



guard against the risks of inflation
pressures re-emerging and adversely

• Continue
addressing
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to growth.
therisks
objective
of
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5.0 REGULATORY POLICIES
FOSTERING FINANCIAL STABILITY
26

5.1 THE FINANCIAL SECTOR
DEVELOPMENT IMPLEMENTATION PLAN
(FSDIP)
The Ministry of Finance, in collaboration
with the Central Bank of Swaziland (CBS)
and Financial Services Regulatory Authority
(FSRA) has finalised a national Financial
Sector Strategy, referred to as FSDIP.  The
formulation of the strategy was supported
by the World Bank and the International
Monetary Fund (IMF) as well as the private
sector-which was highly involved in the
strategy development process. The strategy
will be implemented over a three-year
period, from 2017 to 2019. In support of
the country’s overall National Development
Strategy for 2022 the vision for the FSDIP is;
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“To have a stable, diversified, modern, and
competitive financial system that provides
quality, affordable and accessible financial
services to all and support economic
development”.
The FSDIP has four main objectives:   (i)
to ensure the stability of the financial
system; (ii) diversify the financial system
and its resources; (iii) modernize the
financial sector and, (iv) broaden financial
inclusion. All the structures necessary for
the implementation of the strategy have
been established and stakeholders are
encouraged to actively participate in the
implementation process.
5.2 BANK SUPERVISION
With regards to the regulation and
supervision of banking institutions, a stable
and strong banking system has been a
hallmark of the financial sector in Swaziland.
This resilience has been as a result of strong
and prudent risk management practices
by banks coupled with the adoption and
implementation of sound regulatory and
supervisory standards.
5.2.1 Banking Sector Performance
Banking sector soundness indicators show
that banks have acclimated themselves to
the challenging local operating environment
in a globalised world. This is reflected in
that the banking sector has continued
to post increasing levels of profitability
despite sluggish economic growth. Financial
performance indicators show that after-tax
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profits were recorded at E586.7 million as
at 31st December 2016, up by 21 per cent
from the E485.5 million recorded in the
previous year. Total assets also increased
from E15.4 billion in December 2015 to
reach E18.3 billion as at 31st December
2016, representing a 19 per cent increase.
Net loans and advances were recorded at
54 per cent of total assets to reach a level
of E9.9 billion as at 31st December 2016
which is a 10 per cent growth rate from the
previous year.
Total deposits were recorded at E14.5
billion as at December 2016, growing by 24
per cent from the E11.6 billion recorded
in the same time the previous year. The
Banking sector continues to be adequately
capitalised as all four banks posted capital
ratios well above the required minimum
(regulatory capital ratio) of 8 per cent. The
banks have also maintained liquidity ratios
above the set minimum thresholds. It is
worth mentioning that during the course of
the previous year, the Central Bank revised
the minimum liquidity ratio from 20 per
cent for commercial banks to 25 per cent
and also raising it from 17 per cent to 22
per cent for the development bank. This
was aimed at improving banks’ resilience
to liquidity shocks that may occur due to
disturbances in the banking system.
5.2.2 Banking Sector Reforms
The Central Bank continues to engage in
a number of banking sector reforms which
are aimed at safeguarding the soundness
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of the banking system. This is particularly
important because a stable financial system
forms the backbone for sustained economic
growth. This bodes well with the Central
Bank’s mission which is “to foster financial
sector stability conducive to economic
development in Swaziland”.
a) Re-organisation of the Financial
Regulation Department
In trying to respond timeously to challenges
that are presented by a rapidly changing
banking system, the Bank has re-organised
its Financial Regulation Department. A Policy
and Enforcement Division has since been
established to strengthen the policy and
regulatory framework along international
best practices and further ensuring the
adherence to these standards by banking
institutions.    The main objective of the
new Division is to provide cohesive policy
formulation and enforcement approach in
respect of financial institutions that are
licensed by the Bank on both exchange
control and prudential supervision functions
of the Bank. This becomes particularly
important since international best practice
requires that high quality supervision must
be complemented by a rigorous approach
to enforcement. The new Division will
thus continuously conduct research on
how to improve the Bank’s regulatory
and supervisory frameworks so that these
remain sufficiently robust as oversight
functions and to be in line with international
best practice. The Division also deals with
matters of non-compliance by regulated
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entities in trying to maintain effective and
long-term stability and confidence in our
banking system.
b) Review of Legislation
As highlighted in the 2016 Policy Statement,
the review of the Central Bank Order
and the Financial Institutions Act have
commenced and it is anticipated that
finalisation of the legislative framework
will be realised during the course of 2018.
The relevant consultations with internal
stakeholders have been conducted together
with our strategic partners from the IMF.
As usual with drafting of such important
pieces of legislation, consultations with
external stakeholders shall be conducted
accordingly, before the draft Bills can be
passed by both houses of Parliament and
eventually assented by the King.
(c) Migration to Basel II
The Bank has commenced the exercise
of implementing the Basel II standard.
The adoption of this standard is aimed at
improving banks’ capital levels as well as
risk management practices in line with the
risks that banking institutions assume in
their operations. It is intended to ensure
that banks remain resilient to disturbances
in the financial system. Basel II also requires
that banks disclose more information on
their capital levels as well as their risk taking
positions so that the public and potential
investors can be better informed on each
bank’s status as well as make comparisons
between banks. A stakeholder engagement
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programme is being developed to sensitise
and ensure appropriate consultations are
undertaken with relevant stakeholders. The
discussions will focus on various aspects of
the implementation process at appropriate
levels of responsibility.
(d) Cost of Banking Fees
In July 2016 the Bank issued Legal Notice
Number 62 on Banking Fees and Charges
in line with Section 41 of the Central Bank
Order, 1974 as amended. This notice was
issued after research that was conducted
revealed that banking fees and charges
by banks in Swaziland are generally on
the high side. The notice prescribes that
deposit fees for all accounts (including
deposits of schools fees) shall attract a zero
charge and that penalties for dishonoured
cheques or debit order payments shall be
capped at E100.00. Banks are also directed
to disclose their charges on their places
of business, websites, and semi-annually
in print media. This is aimed at ensuring
that banking consumers can easily compare
fees charged by the different banks as well
as different products which will go a long
way in reducing information asymmetry.
The Central Bank continues to monitor the
impact of the legal notice especially as
relating to improving financial inclusion and
usage of the banking system.
(e) Implementation of International
Financial Reporting Standards
(IFRS) 9
The
Central Bank is aware of the
developments with regards to the
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implementation of IFRS 9 as a new
financial reporting standard. Accordingly,
in January 2018 all banks will be expected
to implement a new accounting standard
of accounting for expected credit losses
in financial instruments which will be a
significant change to the financial reporting
of banks.
Although the implementation process
is entirely an internal project for the
individual banks, the Central Bank
maintains a significant interest on the
effective implementation of the standard
as the regulator of the banking industry. In
this regard, the Central Bank, as a matter
of requirement, advises individual banks to
immediately set up implementation plans
covering key implementation elements
which are to be presented to the Bank on an
on-going basis, until full implementation.
(f) Consumer Protection
As part of the initiative to promote
consumer protection issues in the banking
sector, the Central Bank continues to
conduct financial education programmes
either alone or in partnership with other
external stakeholders like the Bankers
Association and the Royal Swaziland Police.
These programmes are aimed at serving
and protecting banking consumers and
raising awareness of their rights. It must
be emphasised that consumer protection
is not just lip service by the Central Bank
but is part of an ongoing agenda to enhance
financial inclusion and cost effective
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delivery of financial services. As a result,
the Bank will continue to partner with
relevant supporting partners so that this is
achieved.
Also forming part of the consumer
protection agenda is the work of the Office
of the Banking Services Ombudsman.
Section 42bis of the Central Bank Order,
1974 as amended, prescribes that the Bank
establishes an Office of the Ombudsman for
financial institutions and to prescribe rules
that govern complaints handling between
financial institutions and their customers.
Thus, the Bank is currently developing
procedures for this Office which will detail
how banking customers’ complaints are
handled. This is expected to improve the
turnaround time in processing reported
matters as the Office becomes fully
operational. All this is aimed at attaining
high standards of consumer protection for
banking customers.
(g) Review of Banking License Fees
The Bank has engaged in an exercise to
review the annual license fees charged
to banks as it has been a long time since
they were last reviewed. A benchmarking
exercise was conducted with counterparts
in the Region and the new fees shall be
finalised and communicated, by Gazette,
to the industry in due course.
5.3 NATIONAL PAYMENTS SYSTEMS
The Bank supports financial sector stability
through
promotion,
regulation
and
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supervision of designated national payment
and settlement systems, digital financial
services and remittances.
The Bank also continues to play an active
role in the SADC regional payment system
integration project to support trade in
the region. This integration project saw a
phased on-boarding of 14 SADC member
countries by end of January 2017 into SADC
Integrated Regional Electronic Settlement
System (SIRESS). This brought the number of
participating institutions to 83 comprising
of commercial banks and central banks.
Madagascar is working on the requisite
system developments to enable on-boarding
to the regional payment system. This
payment channel continues to enhance real
time settlement of cross-border payment
transactions that were predominately
channelled through deferred settlement
associated with correspondent banking
arrangements. Financial institutions are
also encouraged to continue with system
developments to enable settlement of retail
cross border payment transactions on the
SADC regional payment system through the
Regional Clearing and Settlement Operator.
The Central Bank of Swaziland will continue
to monitor developments associated with
financial technology to safeguard integrity
of the financial system. The brighter side
of this financial technology would be the
introduction of financial products and
services to meet the needs of the public.
The national agenda on financial inclusion
would also be expected to benefit from
these new developments coupled with
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possible reduction in the cost of financial
services. Stakeholder partnerships will be
encouraged to leverage on the existing
payment systems infrastructure and to
benefit from economies of scale.
5.4 EXCHANGE CONTROLS
5.4.1 Anti-Money Laundering issues
(a) Legislative Review
Criminals are continuously developing
advanced money laundering and terrorist
financing techniques. This brings about
the need for the Central Bank as regulator,
together with other stakeholders, to
keep abreast with these developments to
effectively deter and detect the criminal
activities and maintain the integrity of
the financial system. The Central Bank
therefore welcomes the amendments made
to the Anti-Money Laundering and Terrorist
Financing (Prevention) Act, 2011. The 2016
amendments to the Act reinforced, amongst
other things, the supervisory role of the
Central Bank over financial institutions
by mandating accountable institutions to
conduct risk assessments and introducing
administrative
sanctions
to
enforce
compliance.
(b) National Risk Assessment
The Bank further embraces the money
laundering and terrorist financing National
Risk Assessment (NRA) which the country
embarked on towards the end of 2016.
Through this exercise, the country will
better understand the money laundering
and terrorist financing threats and
vulnerabilities to which it is exposed and
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further develop the appropriate mitigation
measures commensurate with the identified
risks. Resources will therefore be used
efficiently and effectively as they will be
channelled according to the risk identified.
By extension, the NRA will provide an
excellent footing on which financial
institutions will implement their statutory
obligations to conduct risk assessments as
the overall country risks would have been
identified. The risk assessments by financial
institutions will clearly map out the risks
to which the banking industry is exposed,
thereby allowing mitigation measures to be
strategically implemented.
The NRA further promotes collaboration
amongst stakeholders which is crucial in
improving the success rate in dealing with
issues of overlapping interests. This makes
it possible to solve problems in a holistic
manner leaving criminals little or no room to
thrive and remain undetected. Institutions
have realised with time that operating
in silos only makes it easier for criminals
to abuse the different systems to their
advantage, a notion emphatically expressed
in the initiatives to deal with the illicit flow
of funds.  The exercise is expected to take
about 18 months to complete. The Bank
looks forward to the completion of this
intensive and important exercise.
The completed NRA will leave the country
better positioned for the Mutual Evaluation
exercise scheduled for 2019 under which
the country will undergo a second round
of assessments for compliance with
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international standards having been last
assessed in 2010.
5.4.2 Exchange Control Issues
(a) New Reporting System
Innovations scheduled for the near future
under the Exchange Control side include
the upgrading of the Exchange Control
Transactions Reporting System which is
scheduled for the second half of 2017.  
This will further enhance the reporting
system used by banks and other permitted
operators to submit information on all
foreign currency transactions to the Central
Bank which was initially developed in 2001.
The system helps to ensure that information
is received timeously and that it is accurate
and comprehensive. The new Reporting
System comes with the following benefits;
• Simplified Balance of Payments codes
- the system accommodates a set of
categories and sub-categories as is
currently defined in the latest version
of the International Monetary Fund
(IMF) Balance of Payment Manual,
(BPM6).
• Improved back-office supervisory tools
to enable effective management of
data, automated reconciliations as
well as alignment with other central
banks at regional level.  
The collection of information on cross
border payments provides a suitable basis
for planning and policy formulation amongst
other advantages leading to sound economic
and financial management decisions.
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(b) Exchange Controls Relaxations
– Special Dispensation to Private
Individuals (Natural Persons)
To encourage the use of the formal banking
sector in the country, a special dispensation
has been introduced for private individuals
(Natural Persons). Swaziland residents
(Private Individuals) are now allowed
to freely offer for sale to an Authorised
Dealer, foreign currency of up to a total
amount of E5,000 per transaction, without
the production of documentary evidence as
required in terms of the Exchange Control
Rulings.
Under this facility, Authorised Dealers
are required to view the original Identity
Document (ID) prior to purchasing foreign
currency from residents. The Swaziland
Identity Document is the ONLY acceptable
document proving residency in Swaziland.
It is hoped that this dispensation will also
help minimize the use of illegal dealers in
foreign currency (black market operators).
5.5 OPERATIONS
5.5.1 Issuing and Redeeming of Currency
During the period ended 28 February 2017
notes issued amounted to E5.6 billion
compared to E4.3 billion issued in the same
period the previous year, whilst coins issued
over the period to February 2017 amounted
to E37.7 million, indicating an increase from
E18.4 million the previous year. Currency in
circulation increased from E863 million in
February 2016 to E909 million in February
2017.
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5.5.2 New Coins Series
As part of its mandate, the Bank rolled out
new a series of coins in February 2016. The
Bank issued out two Legal Notices which
came into force from the 1st of September
2016.
Legal Notice No. 147; The Withdrawal of
Currency (Coins) Notice 2016, stipulates
the old coin series shall cease to be legal
tender in the Kingdom of Swaziland from
1st September of 2016. The Legal Notice
further stipulates that all withdrawn coins
shall be exchanged on demand without any
charge for note and coins equivalent at the
Central Bank of Swaziland or any other local
agencies approved by the Ministry of Finance
with effect from 1st September 2016 to 30
September 2021. The legal notice further
states that 5c is excluded from the recall
and shall continue in circulation and remain
legal tender in the Kingdom of Swaziland.
Legal Notice No. 148 of 2016 “The
Manufacture and Characteristics of New
Currency (Coins) Notice 2016” stipulates
the characteristics of the new coins’ series
dimension, size, material, and features.
5.5.3 Old Coin Series
The Bank engaged in the Old Coin Series
Collection Project after the release of
the new coin series in February 2016. The
Bank sent out notices to the public and
commercial banks stipulating that the coin
series (dated 2014 and backwards) of the
10c, 20c, 50c, E1, E2 and E5 denominations
shall cease to be medium of exchange
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effective 1st September 2016, as these have
been replaced by the new series of the
same denominations dated 2015.
To expedite the old coin collection exercise,
the Central Bank of Swaziland signed
a Memorandum of Understanding with
Swaziland Post and Telecoms Corporation
(SPTC) for the usage of their Post Offices
countrywide as collection points for the old
coins. SPTC began with the coin collection
exercise in mid-June 2016 pursuant to
the requisite training of their staff on
cash handling, packaging and counterfeit
notes detection. SPTC was also part of
the roadshows with the theme ‘Know and
Trust Your Money’. The focus of these
roadshows was on sensitising the public  on  
the new coin series including emphasis on
the exchange of the old coin series by the
stipulated deadline The initial agreement
between SPTC and the Bank ended on the
31st August 2016, however an addendum
was issued to extend the agreement period
to 31 December 2016. The extension was
necessitated by the public outcry that the
Central Bank was only in Mbabane yet SPTC’s
post office network is spread throughout the
country thus making it easier to exchange
the old coins. In total the Bank collected
E29.3 million of the old coin series which
equates to 33.8 million pieces.
5.5.4 Coin Destruction
Following the withdrawal of the old coin
series from circulation, the Bank has
commenced on a coin destruction project.
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The Project will be completed within the
2017/18 financial year.
5.5.5 Coin Processing Machine
The Bank is in the process of commissioning
a coin processing machine which will result
in improved efficiencies in coin processing.
5.5.6 Commemorative Coins
The Bank has implemented a commemorative
coins’ design project for the country’s 50th
Independence Anniversary which will be
celebrated in 2018. The official launch for
the commemorative coin design competition
was conducted in November 2016 and this
is targeting school going children from the
ages of 6 – 16 years.  Adverts have already
been issued in all media houses and the
schools have been contacted through
the Ministry of Education with posters
distributed countrywide. The evaluation of
the submissions and announcement of the
winner(s) will be done in April 2016.  
5.5.7 New Notes
The Bank has completed the approval
process of new E100 and E200 and the new
notes will be launched by the end of 2017.
These new notes come with a different
design, colour and additional security
features. The release into circulation of
these notes will coincide with the release of
the new E10. A public awareness campaign
will commence in April 2017.
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5.5.8 Counterfeit Training
The Bank in collaboration with the
South African Reserve Bank conducted a
counterfeit note detection training for
officials from the Royal Swaziland Police
(RSP). The training was undertaken over
two days in June 2016 and about 209 RSP
officials were trained together with 21
Central Bank staff members. Pursuant to
the training, there has been a noticeable
improvement in the successful prosecution
of currency counterfeit cases.
5.5.9 Cash Test Cards
Cash Tests Cards were introduced during the
annual trade fair event in 2016. They were
also distributed to the visually impaired
community during their White Cane day
held at the Mbabane City Council on the 22nd
October 2016. The Bank further distributed
the cash test cards to various communities
of the visually impaired. The distribution of
the cash test cards is an ongoing exercise.
5.6 FINANCIAL SECTOR STABILITY
Internationally, financial system stability is
one of the main objectives of central banks.
In this vein, The Central Bank of Swaziland
established the Financial Stability Unit to
monitor and mitigate potential risks to the
financial system of Swaziland. Through this
unit, the concepts of financial stability and
macro-prudential surveillance have been
endeavoured to be understood so as to
enhance the function of this unit within the
structure of the Bank.
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Throughout the year, the Financial Stability
Unit of the Central Bank of Swaziland has
received technical assistance to deepen the
understanding of the key definitions that aid
the function of the unit and to aid the main
leaders in the financial sector to appreciate
the function of the Financial Stability Unit
of the Central Bank of Swaziland.
The Financial Stability Unit has strengthened
relations with the Financial Services
Regulatory Authority (FSRA) towards the
publication of the first Financial Stability
Report (FSR) of Swaziland within the first
quarter of 2017. The FSR will capture the
risks eminent in the economy and suggest
possible mitigating policies towards a stable
financial environment in Swaziland.
Towards the production of the FSR of
Swaziland, the Financial Stability Unit
of the Central Bank Swaziland received
technical assistance from the Bank of
Uganda, the International Monetary Fund
(IMF), Macroeconomic and Financial
Management Institute of Eastern and
Southern Africa (MEFMI) and the Reserve
Bank of South Africa (SARB). The technical
experts assisted in terms of analysis of the
first draft of the FSR and commenting on
how best to improve the working document
by the Bank.
The Central Bank continues to work with the
Ministry of Finance in pursuing the financial
inclusion agenda as it aims to include the
unbanked population of Swaziland and to
help alleviate poverty, ensure the delivery
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of financial services and products to all
segments of the society at affordable prices
so as to contribute to sustainable economic
development and equitable growth. The
Bank is also engaging with the commercial
banks so that they may allow for financial
inclusion initiatives so as to contribute to
sustainable growth in the economy and
facilitate equitable distribution of income
in Swaziland.
The Financial Stability Unit also remains
committed in making consumer education
a priority and collaborated with Finmark
Trust (FMT) to find common ground in
understanding the need for increased
consumer financial capability and how
financial education contributes to improved
capability as well as the impact it has on
consumers’ financial behaviour. Interactive
sessions that included the involvement of
different stakeholders to ultimately forge
public-private partnership in formulating
and implementing Financial Consumer
Education Strategies touched on the
following issues:
• The link between financial inclusion
and financial education,
• Why financial education matters,
•	National development imperatives and
benefits to the consumer and financial
sector,
•	Different approaches adopted within
the region for National Strategies for
Financial Education,
• How Swaziland can approach the
development of a national strategy.
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Policy makers, financial sector regulators,
and the industry as a whole harnessed joint
opportunities and partnerships and shared
experiences.

6.0 CONCLUSION
The year 2016 has been tough for
monetary policy implementation. Various
developments at global, regional and
domestic economy have tested the
operational efficacy of the policy tools the
Bank has at its disposal to ensure price and
financial sector stability. The year had the
Bank thinking on how best to respond to
supply-side inflation. Part of that process
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yielded the documentation of a Monetary
Policy Framework (MPF). The MPF would
guide monetary policy implementation
going forward. It outlines the monetary
policy transmission channels and targets, in
broad terms.
Economic activity in the Kingdom also
disappointed in 2016. The economy is
estimated to have contracted by 0.6 per
cent compared to a growth rate of 1.9 per
cent in 2015. This was a result of mainly
the negative effects of the drought which
affected the primary and secondary sectors.
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