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1 INTRODUCTION
The Annual Economic
Review Report provides
the broader economic
context on the global
and domestic economy.
The purpose of the
Annual Economic Review
Report is to provide the
public and the economic
policy community with
a detailed account of
the performance of the

economy of the Kingdom
of Eswatini during the
fiscal year 2018/2019,
covering April 2018 to
March 2019.
The report is organised
as follows: Section 1 is
the introduction, Section
2 reviews developments
in the global economy.
Section 3 analyses the

domestic
economy.
Section 4 and 5 discusses
the performance of the
external and financial
sectors,
respectively.
Sections
6
present
developments in the fiscal
sector. Section 7 concludes
with public debt issues
including developments in
the domestic debt market.
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INTERNATIONAL DEVELOPMENTS

2.1 GLOBAL ECONOMIC DEVELOPMENTS

According to the International Monetary
Fund’s World Economic Outlook (WEO) of
July 2019, global growth is forecast at 3.2
per cent in 2019, before picking up to 3.5
per cent in 2020. The softer projections
follow a 3.6 per cent expansion recorded in
2018. Global growth remains sluggish and
precarious, with the dynamism in the global
economy being weighed down by prolonged
policy uncertainty, as trade tensions remain
heightened between the US and China.

Bureau, total Chinese exports to the US were
$539.7 billion in 2018 while China’s imports
from the US stood at $120.1 billion, resulting
in US trade deficit of $419.5 billion. China has
blamed the US for extreme protectionism,
which does not augur well to global growth
prospects. The Peoples Republic of China
has duly responded by accusing the US of
deliberately destroying international order
(rules) with unilateralism and protectionism.
The Chinese Government through its
state media has lectured on the broader
responsibility for “big countries” to provide
the world with stability and certainty while
creating conditions and opportunities for the
common development of all countries (The
Guardian, 6 August 2019).
Furthermore, technology tensions have
erupted, threatening global technology
supply chains, and the prospects of a no deal
Brexit have increased as new Prime Minister,
Boris Johnson takes over in the United
Kingdom. In addition, rising geopolitical
tensions, especially relating to sanctions

Figure 1: World and Advanced Economies Output Growth

Source: IMF, World Economic Outlook Report, July 2019
NB: a-actual, f-forecast

Notably, the US Government is already
charging tariffs of 25 per cent on $250 billion
of Chinese goods sold in the US, as part of a
long-running trade standoff, a development
that is likely to have severe ramifications for
global growth. According to the US Census

on Iran, supply disruptions in Russia, Chile
and in Libya have roiled energy prices in
the process, affecting commodity exporters,
despite a near-term strengthening in oil
prices.
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Overall, risks to the latest growth forecast
are mainly to the downside. In addition to
the above-stated, they include a protracted
increase in risk aversion that exposes the
financial vulnerabilities that continue to
accumulate after years of low interest rates;
and the mounting disinflationary pressures
that increase debt service difficulties,
constrain monetary policy space to counter
downturns, and make adverse shocks more
persistent than normal (IMF WEO Update,
July 2019).

2.2 INDUSTRIALISED
COUNTRIES
The IMF highlights that, against the observed
difficult backdrop in the first half of 2019,
there were positive surprises to growth in
advanced economies, but weaker-thanexpected activity in emerging market
and developing economies. For advanced
economies, growth is projected at 1.9 per
cent in 2019 and 1.7 per cent in 2020.
Inflationary pressures remained contained
in June. Rates of increase in input costs

Page | 4 - Annual Economic Review Report 2018/19

and output charges both ticked lower and
remained below their respective long-run
averages. Average vendor lead times (a
bellwether of supply-chain price pressures)
also improved for the first time in six years
as purchasing activity among manufacturers
fell for the fifth straight month (IMF WEO
Update, July 2019).
Global Inflation
According to the IMF, headline inflation has
remained subdued across most advanced
and emerging market economies. These
developments have contributed, in part,
to market pricing of expected inflation
dropping sharply in the United States and
the Eurozone. Consumer prices in advanced
economies on average are projected to
rise to 1.6 per cent in 2019, edging up
marginally to 2 per cent in 2020. Consistent
with subdued growth in final demand, core
inflation across advanced economies has
softened below target (for example, in the
United States) or remained well below it
(Eurozone and Japan).

INTERNATIONAL DEVELOPMENTS

United States of America
The Bureau of Economic Analysis revealed
that the economy advanced by 2.9 per cent
in 2018, above a 2.2 per cent expansion
in 2017, and the highest growth rate since
2015. The biggest upward contribution
came from personal spending, followed by
fixed investment, public expenditure and
inventories. According to the IMF, growth
momentum in the US remained robust amid a
tight labour market and strong consumption
growth, but investment appeared to soften
in the second half of 2018. The IMF forecasts
indicate that the US economy will grow by
2.6 per cent in 2019 before moderating to
1.9 per cent in 2020, as the impact of US
fiscal stimulus fades.
The US FED at the start of 2018 maintained
its target range of the federal funds rate
unchanged between 1.25 – 1.5 per cent.
However, in March 2018 the US FED signalled
a rate hike, since then it has been on a
steady tightening cycle, having raised rates
four times to stand at 2.25-2.5 per cent as
of December 2018. At its December meeting,
the Federal Open Market Committee
highlighted that the labour market has
continued to strengthen and that economic
activity has been rising at a strong rate.
Job gains have been strong, on average, in
recent months, and the unemployment rate
has remained low. In 2019, the US FED has so
far held the target range for the FED funds

rate unchanged between 2.25 – 2.5 per cent,
and signalled that it now expect rates to
remain at current levels at least until the
end of the year.
In the US, the annual inflation rate fell to
1.9 per cent in December of 2018 from 2.2
per cent in November, matching market
expectations. The December 2018 reading
was the lowest inflation rate since August
of 2017, mainly due to a decline in gasoline
cost. US inflation remained below the FED’s
target of 2 per cent with expectation having
softened recently. The financial year ended
with US consumer prices rising to 1.9 per
cent in March 2019 from a two-and-a-halfyear low of 1.5 per cent in the previous
month, slightly above market consensus of
1.8 per cent (US Bureau of Labour Statistics,
10 April 2019). According to the US Bureau
of Labour Statistics, US unemployment rate
was recorded at 3.9 per cent in December
2018 compared to a higher 4.1 per cent in
December 2017.
The financial year came to a close with the
unemployment rate steady at 3.8 per cent
in March 2019. The US FED in its latest (May
2019) Policy Statement highlighted that,
economic activity has been rising at a solid
rate and that the labour market remains
strong.
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Eurozone

The economy expanded by a lower 1.8 per
cent in 2018 compared to a 2.4 per cent
expansion in 2017. Growth in economic
activity slowed more-than-expected as a
combination of factors weighed on activity
across countries. The Italian economy
contracted by a steeper than expected 0.2
per cent in the last quarter of 2018, due to a
fall in domestic demand, thus pulling down
the overall growth trajectory of the block
(Eurostat, 31 January 2019). Accordingly,
Eurozone quarterly economic growth was
confirmed at 0.4 per cent in the first quarter
of 2019, above the previous three-month
period’s expansion of 0.2 per cent.
Among the bloc’s largest economies,
Germany’s GDP increased by 0.4 per cent
in the first quarter of 2019, after being
unchanged in the previous period, on the
back of strong fixed capital formation and
household consumption. The Italian economy
advanced by 0.1 per cent, emerging from its
third recession in a decade, due mainly to
net exports, while the Spain’s economy grew
by 0.7 per cent, faster than 0.6 per cent in
the previous three-month period, mainly
boosted by a rebound in fixed investment.
Meanwhile, France’s GDP growth was
unchanged at 0.3 per cent on the back of
firm household consumption (Eurostat, 6
June 2019). Amid sluggish global growth,
the latest IMF forecasts show that the block
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will grow by 1.3 per cent in 2019 before
marginally edging up to 1.6 per cent in
2020 (IMF WEO, July 2019). According to
excerpts from the minutes of the monetary
policy meeting of the Governing Council of
the European Central Bank (ECB), held in
December 2017, ECB policy makers agreed
that the language pertaining to various
dimensions of the monetary policy stance and
forward guidance would be revisited in early
2018. Furthermore, that communication
would need to evolve gradually as the bloc’s
economy continues to grow.
The ECB has maintained the benchmark
refinancing rate unchanged at zero per
cent throughout 2018, whilst bringing to an
end its €2.6 trillion bond/asset purchase
programme (APP) in December 2018. The
ECB, at its latest policy meeting in March
2019 held its refinancing rate at 0 per cent
and pushed out the timing of its first rate
hike in nearly eight years to 2020. This will
be done in order to ensure the continued
sustained convergence of inflation to levels
that are below, but close to, 2 per cent over
the medium term (European Central Bank
Monetary Policy Stance, 7 March 2019)
According to Eurostat, annual inflation rate
in the Eurozone came in at 1.6 per cent in
December 2018, compared to 1.4 per cent
recorded in December 2017. The inflation rate
as at March 2019 was confirmed at 1.4 per
cent, amid slowing prices of food, services,
non-energy industrial goods and alcohol &
tobacco. According to the ECB’s Governing
Council, inflation has remained below the
Bank’s target for an extended period with
market-based inflation expectations waning
(Eurostat, 17 April 2019). The seasonally
adjusted unemployment rate in the Eurozone
fell to 7.7 per cent in March 2019 from 7.8
per cent in the previous month and below
market expectations of 7.8 per cent. It was
the lowest jobless rate since September 2008,
as the number of unemployed continued to
decline. A year earlier, the unemployment
rate was higher at 8.5 per cent (Eurostat, 30
April 2019).

United Kingdom

INTERNATIONAL DEVELOPMENTS

The economy expanded by 1.4 per
cent in 2018, slowing down from
1.8 per cent in 2017. Negative
contributors to subdued growth
were declines in gross capital
formation and net trade. Growing
concerns about a no-deal Brexit
also likely weighed on investment
spending within the UK and greater
Eurozone. According to the UK Office
for National Statistics, Britain’s
quarterly economic growth was
confirmed at 0.5 per cent in the first
quarter of 2019, above the previous
three-month period’s figure of 0.2
per cent. Household expenditure,
Government
consumption
and
investment, contributed positively
to GDP growth, while net trade
contributed negatively (UK Office for
National Statistics, 28 June 2019).
The IMF project that the UK is set to
expand by 1.3 per cent in 2019 and
edge up marginally to 1.4 per cent in
2020 amid a stronger-than-expected
first quarter outturn, boosted by
pre-Brexit inventory accumulation
and stockpiling. Notably, as of July
2019, the ultimate form of Brexit still
remains highly uncertain (IMF World
Economic Outlook, July 2019).
As early as February 2018 the Bank
of England (BOE) had warned that
interest rates may rise sooner than
anticipated, as the economy will
expand faster than expected over the
next couple of years, lifting inflation
above the 2 per cent target. While
the BoE maintained the Bank Rate at
0.5 per cent as widely expected in
February 2018, the first hike for the
year was effected in July, with the
BOE raising the Bank rate to 0.75 per
cent. Policymakers said that if the
economy continues to develop in line
with forecasts, further tightening
will be appropriate. The stock of
UK Government bond purchases,
financed by the issuance of central
bank reserves, was maintained
at £435 billion (Bank of England
Monetary Policy Stance, 21 March
2019).

As
of
December
2018, the BOE has
maintained
the
bank rate at 0.75
per cent, highlighting
that Brexit uncertainty had
intensified while inflation is
expected to ease below
the 2 per cent target,
amid falling oil prices
(then). The Bank of
England’s Monetary
Policy
Committee
voted unanimously to hold the
Bank Rate at 0.75 per cent during
its March 2019 policy meeting and
reaffirmed its pledge to gradual and
limited rate rises over the forecast
period, despite persistent concerns
about Brexit. Policymakers further
noted the continued softening in
global GDP and trade growth (Bank
of England Monetary Policy Stance,
21 March 2019).
According to the UK Office for
National
Statistics,
consumer
inflation rate was recorded at 2.7
per cent in January 2018, unchanged
from December 2017. The largest
downward contribution to change in
the rate came from prices for motor
fuels, which rose by less than they
did a year ago. The main upward
effect came from prices for a range of
recreational and cultural goods and
services, in particular, admissions to
attractions such as zoos and gardens,
for which prices fell by less than
they did a year ago. As at the end
of March 2019, UK Inflation rate was
at 1.9 per cent, unchanged from the
previous month. Prices slowed for
food and-non-alcoholic beverages
while cost of transport rose further
and inflation was steady for housing
and utilities (UK ONS, 17 April 2019).
UK Unemployment at the end of 2018
held steady at a 44-year low of 4 per
cent, following an average reading
of 4.4 per cent recorded in 2017.
In the first quarter of 2019, the
unemployment rate fell to 3.8 per
cent, again its lowest level since the
October to December 1974 period
(Eurostat, 29 May 2019).

Economic Overview
GDP Growth

1.4%

Interest Rates

Inflation

Unemployment

0.75%

1.9%

3.8%
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Tokyo, Japan
Japan
The economy decelerated to 0.8 per cent
in 2018 following a 1.9 per cent expansion
in 2017. The economy is set to grow by 1
per cent in 2019, mainly benefitting from
additional fiscal support, including measure
to mitigate the effects of the planned
consumption tax rate increase in October
2019. According to latest data published by
the Japanese Cabinet Office, the economy
advanced by 0.6 per cent quarter-on-quarter
in the first quarter of 2019, stronger than a
preliminary estimate of 0.5 per cent and
after an upwardly revised 0.5 per cent
growth in the previous period. Net exports
contributed positively to the GDP growth
for the first time in four quarters, while
there was a substantial upward revision to
capital expenditure. The IMF indicated that
the economy is set to expand by 1.9 per
cent and then moderate to 0.4 per cent in
2020. The stronger first quarter GDP growth
reflects inventory accumulation and a large
contribution from net exports due to the
sharp fall in imports. The 2020 projection
price in fiscal measures are expected to
somewhat mitigate the volatility in growth
from the expected October 2019 increase in
the consumption tax rate (IMF WEO Report,
July 2019).
The Bank of Japan (BoJ) has consistently left
short-term interest rates unchanged at -0.1
per cent for at least the last two years. Policy

makers at their December 2018 meeting also
kept the target for the 10-year Government
bond yield at around zero per cent. They
further maintained their upbeat view on the
domestic economy despite slowing growth
in China, coupled with the US-China trade
disputes and volatile financial markets. At
its latest monetary policy meeting in March
2019, the BoJ did not alter its policy stance,
but offered weaker views on exports and
output, amid rising global headwinds (Bank
of Japan Monetary Policy Stance, 15 March
2019). Japanese inflation as at the end of
December 2019 was at a 33-month high of
1 per-cent year-on-year, after a 0.6 per
cent gain in the prior month, mainly driven
by a jump in the cost of food. Meanwhile,
the financial year ended with Japanese
consumer inflation rising to 0.5 per cent
year-on-year in March 2019, from 0.2 per
cent in the previous month and in line
with market consensus. It was the highest
inflation rate since November 2018, as cost
of both food and transport declined at a
softer pace (Statistics Bureau of Japan, May
2018-May 2019).
The unemployment rate inched lower to
1.4 per cent in 2018, following a higher
recording of 2.7 per cent in 2017. The
seasonally adjusted unemployment rate in
Japan increased unexpectedly to 2.5 per
cent in March 2019 from a five-month low of
2.3 per cent in the previous month (Statistics
Bureau of Japan, May 2018 – 29 May 2019).

Economic Overview
GDP Growth

Interest Rates

Inflation

Unemployment

1.0%

-0.1%

0.5%

1.4%
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2.3 EMERGING MARKET & DEVELOPING
ECONOMIES
The IMF highlighted that emerging market
and developing economies are expected to
grow by 4.1 per cent in 2019, picking up to 4.7
per cent in 2020. Investment and demand for
consumer durables have been subdued across
advanced and emerging market economies
as firms and households continue to hold
back on long-term spending. Inflation in
emerging market and developing economies
on average is projected to rise to 4.8 per
cent in 2019 before declining to 4.7 per
cent in 2020. Core inflation has also dropped
further below historical averages in many
emerging market and developing economies,
barring a few cases such as Argentina,
Turkey, and Venezuela – contributing to the
subdued headline inflation across this group
of countries (IMF WEO, July 2019).

Brazil
The
Brazilian
economy grew by 1.1 per
cent in 2018, the same as in
2017. The slowdown was mainly
due to a decline in Government
spending and gross fixed capital
formation. In the first quarter
o f
2019, the economy shrank by 0.2
p e r
cent quarter-on-quarter, slowing f r o m
a 0.1 per cent expansion in the previous
period and in line with market. It was the
first contraction since the last quarter of
2016, as household consumption rose at a
softer pace, and fixed investment continued
to shrink while Government spending
rebounded. According to the IMF, Brazil GDP

Economic Overview
GDP Growth

Interest Rates

Inflation

Unemployment

1.1%

6.5%

4.5%

12.7%
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growth is projected to strengthen from 1.1
per cent in 2018 to 1.8 per cent in 2019,
before edging up to 2.4 per cent in 2020 (IMF
WEO, July 2019).
The Central Bank of Brazil voted unanimously
to hold its key Selic rate at 6.50 per cent
on 31 October 2018, with the Bank rate
having been maintained at low levels since
October 2016. Consistent with its policy
stance, the Central Bank of Brazil again
voted unanimously to hold its key Selic rate
at a record low of 6.50 per cent on 20 March
2019. The Bank’s Policymakers reiterated
that the prevailing decision is consistent
with the convergence of inflation to the
target range, and will continue to depend on
the evolution of economic activity, inflation
outlook, and balance of risks (Trading
Economics, December 2018 and May 2019).
Brazil inflation rate finished 2018 within the
central bank target of 4.5 per cent plus or
minus 1.5 percentage points and above 2.95
per cent in 2017. The annual inflation rate
increased to 4.58 per cent in March 2019,
the highest inflation rate since February
2017. The unemployment rate in Brazil
increased to 12.7 per cent in the first quarter
of 2019 from 11.6 per cent recorded in the
three months to December of 2018 (Trading
Economics, 31 January|30 April 2019).

week repo rate by 25 basis points to 7.75 per
cent on 14 December 2018, highlighting that
the decision was aimed at limiting inflation
risks that remain elevated. During the last
meeting before the end of the financial year
on 22 March 2019, the Bank of Russia again
left its benchmark one-week repo rate at
7.75 per cent, highlighting that inflation
was holding lower than expected after a VAT
increase in January 2019 (Central Bank of
Russia and Trading Economics, June 2019).
Russia’s annual average inflation declined
by 2.87 per cent in 2018 from 3.67 per cent
in 2017. As at the end of the financial year
2018-2019, Russia’s consumer price inflation
increased to 5.3 per cent year-on-year in
March 2019 from 5.2 per cent in the previous
month, the highest since December 2016.
Inflation in Russia will average a lower 1.6
per cent in 2019 and hike marginally to 1.7
per cent in 2020 (Trading economics, April
2019).
The unemployment rate is estimated to have
declined by 4.8 per cent in 2018 from 5.3 per
cent in 2017. However, the unemployment
rate fell to 4.7 per cent in March 2019
from 4.9 per cent in February 2019. It was
the lowest jobless rate since October 2018
(Trading economics, April 2019).
Economic Overview

Russia
The
Russian
economy
grew by
2.3
per
cent in
2 0 1 8
following
a 1.6 per cent growth in 2017. According to
latest data released by trading economics,
GDP growth in Russia contracted by 0.4 per
cent in the first quarter of 2019 following a
0.1 per cent expansion in the fourth quarter
of 2018. The IMF projects that the economy
will grow by a lower 1.2 per cent and 1.9
per cent in 2019 and 2020 respectively (IMF
WEO, July 2019).
The Bank of Russia raised its benchmark one-
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GDP Growth

Interest Rates

2.3%

7.75%

Inflation

Unemployment

5.3%

4.7%

India
According to the IMF, the Indian economy
is estimated to have grown by 6.8 per cent
in 2018 following a 7.2 per cent expansion
in 2017. Accordingly, GDP growth in India,
expanded by 1.4 per cent quarter-on-quarter
in the first three months of 2019, following a

INTERNATIONAL DEVELOPMENTS

1.6 per cent expansion in the fourth quarter.
The IMF projects that the economy will grow
by 7 per cent in 2019 and edge up to 7.2
per cent in 2020, with estimates reflecting a
weaker-than-expected outlook for domestic
demand.
The Reserve Bank of India (RBI) since
February 2018 has been on a hiking cycle,
culminating to interest rates reaching 6.5
per cent in December 2018. The Bank’s
Policy makers reiterated that the previous
policy decisions have been consistent with
a calibrated tightening that aims to achieve
a 4 per cent inflation target coupled with
supporting economic growth. As at the start
of the new financial year, on 4th April 2019,
the RBI lowered its benchmark interest rate
by 25 basis points to 6 per cent. It is the
second rate cut in 2019 signalling a changing
course as the Bank of India adopts an
expansionary monetary policy stance.
The IMF highlights that, continued
implementation of structural and financial
sector reforms with efforts to reduce
public debt remain essential to secure the
economy’s growth prospects. Lastly, the
RBI notes that there is a need to strengthen
domestic growth impulses by spurring private
investment, which has remained sluggish
(Reserve Bank of India|Trading Economics,
April-June 2019).
According to the IMF, India consumer prices
averaged 3.5 per cent in 2018 and are
expected to edge up to 3.9 per cent in 2019.
A further escalation in 2020 is expected,
with forecasts showing a rise to 4.2 per cent
in consumer prices. The unemployment rate
in India increased to 3.53 per cent in 2018
from 3.52 per cent in 2017.
China
China’s Statistical Bureau revised downwards
the country’s GDP growth for 2017 to 6.8 per
cent from 6.9 per cent whilst the economy
is estimated to have grown by 6.6 per cent
in 2018. On a quarterly basis, the economy
grew by 1.4 per cent in the three months
to March 2019, compared to a 1.5 per cent
expansion in the previous period and in line

with market estimates. It was the weakest
quarterly growth rate since the first quarter
of 2016. According to the IMF, the negative
effects of escalating tariffs and weakening
external demand have added pressure
to an economy already in the midst of a
structural slowdown and needed regulatory
strengthening to rein in high dependence on
debt. China’s economic growth is forecast at
6.2 per cent in 2019 and 6 per cent in 2020,
amid an expectation that policy stimulus
will support activity in the face of adverse
external shocks impacting China growth
potential (China Statistical Bureau|IMF WEO
Report, July 2019).
The People’s Bank of China (PBOC) has
maintained a policy of not intervening in
the foreign exchange market for the last
two years and the interest rate it charges on
short-term open-market operations was last
recorded at 4.35 per cent in October 2015.
According the to IMF, the Chinese economy’s
reliance on credit has declined somewhat
following regulatory efforts to rein in
shadow banking and control the build-up of
debt. Central bankers in China and beyond
are increasingly signalling a willingness to
mitigate the economic effects of the tariff
war between mainland China and the United
States of America (The Peoples Bank of
China|IMF WEO July 2019).
Consumer prices in China recorded an
annual average of 2.1 per cent in 2018, and
are estimated to hike to 2.3 per cent and
2.5 per cent in 2019 and 2020 respectively.
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As at end of the 2018-2019 financial year,
consumer prices rose to 2.3 per cent yearon-year in March 2019, from 1.5 per cent
in the previous month. This was the highest
increase in prices since October 2018,
mainly due to a surge in prices of food, as
an outbreak of African swine fever sent the
price of pork soaring (Trading economics|IMF
WEO, July 2019).
The unemployment rate in China decreased
to 3.89 per cent in the first quarter of 2018
from 3.97 per cent in the first quarter of
2017. As at the end of the first quarter of
2019, the unemployment rate stood at 3.67
per cent following a 3.8 per cent rise in the
last quarter of 2018. The unemployment
rate is estimated to grow steadily by 3.8 per
cent in both 2019 and 2020 (National Bureau
of Statistics of China, May/June 2019).

Economic Overview
GDP Growth

Interest Rates

6.6%

4.35%

Inflation

Unemployment

2.1%

3.67%
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2.4 ECONOMIC
DEVELOPMENTS IN SOUTH
AFRICA
According to the
latest preliminary
i n d i c a t o r s
published
by
Statistics
South
Africa (Stats SA)
on 4 June 2019, the
annual estimate of real
GDP for 2018 increased
by 0.8 per cent following
an increase of 1.4 per cent in
2017. The annual real GDP growth of 0.8
per cent in 2018 was supported by increased
economic activity in finance, real estate and
business services, which contributed 0.4 of
a percentage point based on growth of 1.8
per cent, and general Government services,
which contributed 0.2 of a percentage point
based on growth of 1.3 per cent.
Statistics South Africa reports that
manufacturing,
trade,
catering
and
accommodation, transport, storage and
communication and personal services, each
contributed 0.1 of a percentage point. Three
industries had negative growth in 2018,
namely agriculture, forestry and fishing
which shrank by 4.8 per cent, mining and
quarrying by 1.7 per cent and construction
by 1.2 per cent.
In 2018, the GDP advanced by 0.8 per cent, far
below the 1.4 per cent expansion recorded
in 2017. Meanwhile, the IMF highlights
that growth in South Africa is expected at
0.7 per cent in 2019 and at 1.1 per cent
in 2020. The subdued growth forecast for
2019 follows a 3.2 per cent contraction in
the first quarter following a 1.4 per cent
growth in the previous period, a sharpest
quarterly decline since the first quarter of
2009, mainly reflecting the effects of energy
supply challenges (Eskom’s power cuts) on
manufacturing and mining (Statistics South
Africa|IMF WEO, July 2019).
The South African Reserve Bank (SARB) cut

its benchmark repo rate by 25 basis points
(bps) to 6.5 per cent in March 2018, and
at the time the Committee indicated that
the upside inflationary pressure from the
increase in the VAT rate will be offset by
the stronger Rand–Dollar exchange rate. The
financial year ended with the SARB voting
unanimously to hold its benchmark repo rate
steady at 6.75 per cent on 28 March 2019, as
widely expected. Policymakers highlighted
that the current stance of monetary policy
remains accommodative and monetary policy
actions will continue to focus on anchoring
inflation near to the mid-point of the target
range in the interest of sustainable growth.
The Committee also noted the moderation in
inflation expectations (SARB, 22 November
2018|28 March 2019).
The inflation forecast generated by SARB’s
Quarterly Projection Model (QPM) is for
headline inflation averaging 4.4 per cent in
2019, whilst the projections for 2020 and
2021 remain unchanged at 5.1 per cent and
4.6 per cent, respectively. Headline inflation
(CPI) is expected to peak at 5.4 per cent in
the first quarter of 2020 and settle at 4.5
per cent in the last two quarters of 2021.
The forecast for core inflation is lower at 4.4
per cent in 2019 before, edging up to 4.7
per cent in 2020 and is unchanged at 4.5 per
cent in 2021 (South African Reserve Bank, 18
July 2019).
According to Statistics South Africa, the
unemployment rate in South Africa rose to
27.6 per cent in the first quarter of 2019
from 27.1 per cent in the previous period. It
was the highest jobless rate since Q3-2017,
as the number of unemployed went up by 62
000 to 6.2 million and employment fell by
237 000 to 16.29 million. The unemployment
rate usually rises in the first quarter of the
year, as temporary staff hired to work over
the busy festive season are dismissed. South
Africa unemployment was recorded at an
annualised average of 27.1 per cent in 2018,
and is estimated to average 27.5 per cent and
27.8 per cent in 2019 and 2020 respectively.
IMF
projections
for
South
Africa
unemployment rate remained unchanged at
27.5 per cent and 27.8 per cent in 2019 and
2020 respectively (Statistics South Africa,
May 2018|May 2019|IMF WEO, July 2019).
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2.5 REGIONAL
DEVELOPMENTS
Introduction
The Kingdom of Eswatini is a party to
numerous regional and
international
agreements that allow for improved market
access for her products as well as harmonised
policy actions and procedures aimed at
achieving economic integration goals. At the
core of economic development is economic
integration, which entails the creation of
new markets and retaining existing ones,
streamlining policy and procedures in a way
that expands the opportunities for increased
trade among countries and regions.
Over the year 2018, the economic groupings
that were key to the country’s development
included the Continental Free Trade Area
and the Tripartite Free Trade Area (FTA)
as well as the traditional and mainstream
ones, these being the Common Monetary
Area (CMA), Southern African Custom Union
(SACU), Common Market for Eastern and
Southern Africa (COMESA). Following is a
synopsis of developments in some of the key
economic grouping for the Kingdom:-

Proposed Continental Free Trade Area
The African Continental Free Trade
Agreement (AfCFTA) was signed by 44 African
countries in Kigali, Rwanda, in March 2018.
The agreement creates a single continental
market for goods and services as well as a
customs union with free movement of capital
and business travellers. Five more countries
signed the AfCFTA at the African Union (AU)
summit in Mauritania in June, bringing the
total number of countries committing to the
agreement to 49 by July’s end.
For a free trade area to come into effect,
at least 22 countries submit instruments of
ratification with the African Union. By July
2018, only six countries—Chad, Kingdom of
Eswatini, Ghana, Kenya, Niger and Rwanda
had submitted ratification instruments.
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To date, 27 countries have deposited their
ratification instruments.
Outstanding issues like the trade concessions
agreement and rules of origin remain under
negotiation as part of phase 1. Negotiation
for phase II began in February 2019.
These negotiations will cover protocols
for competition, intellectual property and
investment. Phase II issues negotiations are
scheduled to be completed in 2020.

COMESA-SADC-EAC Tripartite Free Trade
Area
Negotiations for the Tripartite FTA were
first discussed when the Heads of State
and Government of COMESA, EAC and
SADC met in Kampala on 22nd October
2008, where they conveyed their message
through a communiqué. They called for
the establishment of a single Free Trade
Area covering the 26 countries of COMESA,
Eastern African Community (EAC) and
SADC. These are 26 out of the 54 countries
that make up the continent of Africa. The
Tripartite was launched with three main
pillars, namely: the market integration,
industrial development, and infrastructure
development pillar.
In pursuit of the negotiations with Tripartite
FTA, meetings of the Tripartite Sectoral
Ministerial Committee (TSMC) continued
with the EAC and Egypt. The TSMC met with
the EAC on 26-28 August 2018 in Arusha,
Tanzania. At this Meeting, SACU undertook
to provide a response to the revised EAC
offer as well as SACU’s offer on the 31 tariff
lines of interest to the EAC before the end
September 2018. All the Member States
submitted their responses to the EAC revised
offer on beef as directed by the SACU
Commission.
On negotiations with Egypt, there has been
no progress since the parties met for one
round of negotiations in August 2016. The
meeting of the technical officials, which
was scheduled for 24-26 September 2018,
was cancelled due to the lack of a quorum,
another meeting scheduled to take place
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on the margins of the AfCFTA meetings in
December 2018 in Cairo, Egypt also failed
due to the congested schedule of the AfCFTA
Meetings. As a way forward, the convener
of these meetings has been tasked to agree
with Egypt on the suitable dates to advance
the tariff negotiations.
Common Monetary Area
The CMA, an important anchor for monetary
policy for Eswatini, continued to play its role
in influencing monetary developments in
Eswatini. In 2018 the Governors of the CMA
held three meetings on a rotational hosting
basis. In these meetings and as customary
the main agenda item was the progress in the
four member countries, Eswatini, Lesotho,
Namibia and South Africa. Other standing
issues discussed were the common risks and
challenges confronting member countries,
performance of the countries against policy
guidelines as well as updates on exchange
controls, progress on the revised Multilateral
Monetary Agreement and cross border
oversight committee. Another issue that the
CMA dealt with during the year was the idea
of drawing up a financial stability map for
the CMA.
Southern African Customs Union
The Southern African Customs Union
(SACU) continues to be the key economic
integration agreement with more than 60
per cent of the country’s exports destined
for the customs area while over 80 per
cent of imports originate from this market.
Further, Eswatini’s revenue receipts from
the SACU revenue pool contribute more than
half to annual fiscal revenues, boosting the
country’s official reserves and contributing
significantly to the financing of the country’s
balance of payments.
During the period under review, SACU
continued to meet on a quarterly basis to
review the standing work of the Custom
Union area, which includes the output of the
task team on trade reconciliation, progress
on trade negotiations with third parties and
daily work of the SACU Secretariat.

One key initiative that SACU looked at was
the assessment of the ICT infrastructure for
virtual meetings in the SACU Member States
and the SACU Secretariat. The purpose of
this initiative is to enable Member States
to be able to participate in SACU meetings
even if they are unable to attend the faceto-face meetings. As part of the assessment,
the Secretariat looked at various video
conferencing solutions options available,
including the “desktop-based”, “roombased” and the “hardware integrated
software bridge” solutions. Out of the
three types of solutions, the assessment
recommended the “hardware integrated
software bridge” solution. The system will be
implemented during the fiscal year 2019/20
and will be ready for use in 2020/21.

Southern African Development Community
Free Trade Area
The SADC Free Trade Area (FTA) came
into effect on 1st January 2008 and it was
launched in August of the same year. Since
1st January 2008, trade among SADC member
states has been 85 per cent duty free, with
the remaining 15 per cent including sensitive
products and exclusion lists for member
states’ schedules of commitments to the FTA.
Some of the benefits of SADC/FTA include
the reduction and elimination of tariffs and
non-tariff barriers, easy cross-border trade,
growing market opportunities, the creation
of a value chain across the region, the
lowering of input costs, creating regional
competition to reduce consumer prices,
and the possible increase of employment
opportunities.
A lot of work is undertaken across the many
committees of SADC with the ultimate aim
of creating a regional monetary union. The
committee of finance and investment in
2018/19 dealt with numerous issues such
as the strategy for financial inclusion, small
and medium enterprise access to finance,
the operationalization of the SADC regional
Development Fund and promoting Interlinkages with Global Agendas of BRICS and
G20.
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The Peer Review Panel, comprising Ministers
of Finance and Investment, and Central Bank
Governors, formed in May 2013 in Maputo,
Mozambique approved the Macroeconomic
Convergence Surveillance Mechanism, and
launched the peer review process. In 2018,
the last round of member states were
peer reviewed and these were Lesotho,
Madagascar and Malawi. The Kingdom of
Eswatini was peer reviewed in 2014. The
PRP also commissioned an assessment of
the peer reviews done in the first round,
with the aim of implementing the lessons
and experience in the second round of peer
reviews that is scheduled to start in 2020.
Whilst a preliminary assessment indicates
that these reviews were a success overall,
there is still need for big improvements if the
goal of regional integration is to be achieved
in the future. Data and statistical issues still
remain a challenge, and glaringly the issue of
the absence of an enforcement mechanism
for compliance to the convergence targets is
still one that needs to be finalised.
Association
Governors

for

African

Central

Bank

The idea of an Association of African Central
Banks was first introduced on May 25, 1963,
at the Summit Conference of African Heads of
State and Government held in Addis Ababa,
Ethiopia. In this regard, African Heads of
State and Government unanimously agreed
to set up a preparatory Economic Committee
to study a large range of monetary and
financial issues, in collaboration with
Governments and in consultation with the
Economic Commission for Africa (ECA). The
AACB was formed in 1965 after the first
Meeting of Governors of African Central
Banks that was held in Addis Ababa,
Ethiopia. To date 40 African central banks
have signed and deposited their ratification
instruments of the revised statutes of the
AACB. The Kingdom of Eswatini deposited its
ratification instrument for the AACB on the
1st August 2016.
Top of the agenda of the AACB is the
progress on the implementation of the
African Monetary Cooperation Programme,
activities of the Community of African
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Banking Supervisors and the initiative on
integration of payments systems in Africa.
From 2017 and continuing to 2018, the AACB
began an initiative to cooperate with the
Federal Reserve Bank of New York and the
European Central Bank (ECB). As part of this
cooperation, issues of correspondent banking
and monitoring economic integration were
discussed, during the review period.
Other Economic Integration Arrangements
There are other economic integration
arrangements in which Eswatini is involved
but there was not much progress in 2018,
and these include:Generalised System of Preference
The kingdom of Eswatini is a beneficiary
of the Generalised System of Preference
(GSP) scheme, which provides for goods
that originate from developing countries
to be imported into industrialised
countries at reduced customs duty. The
countries that grant GSP include some of
the European Union (EU) member states,
US, Canada, Japan, Australia, Russia and
New Zealand. A wide range of export
products from Eswatini enjoys market
access through the GSP scheme.

The Africa Growth & Opportunity Act
Eswatini has been re-admitted to the
Africa Growth and Opportunity Act
(AGOA) and is among the countries that
benefit from AGOA, a trade initiative
by the US Government for Sub-Saharan
Africa. This initiative enables products
from qualifying countries to be imported
into the US Duty Free Quota Free. AGOA
III came into force in 2004, and benefits
to eligible countries have been enhanced
by the extension to 2012 of the Third
Country Fabric Provision, which allows
raw materials to be sourced from third
parties. The take-on by the private sector
since re-admittance has been slow and
the economic slowdown has not made
it easy for private companies to resume
taking advantage of the US market.
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Some administrative hurdles still need
to be sorted out before a full-scale
resumption of the AGOA trading.

SACU-EFTA FTA
Eswatini is party to other trade
arrangements under SACU, with third
party configurations. These include
the SACU-EFTA (European Free Trade
Association), which comprises Norway,
Switzerland, Iceland and Liechtenstein.
The EFTA agreement has been ratified
by all member states and became
operational in May 2008.

SACU-United States Trade Investment
and
Development
Cooperation
Agreement (TIDCA)
SACU-United States TIDCA (Trade,
Investment
and
Development
Cooperation Agreement), this is an
agreement on possible areas of
cooperation such as Customs and
Trade Facilitation, Standards and
Technical Barriers to Trade, Sanitary
and Phytosanitary measures, trade and
investment promotion and technical
capacity building.

SADC-EU Economic Partnership
Agreement
SACU-MERCOSUR PTA
The other agreement at SACU level
is the SACU- MERCOSUR (Common
Markets of the South) Preferential
Trade Agreement with Brazil,
Argentina, Uruguay and Paraguay,
which came into force in 2016 after
ratification by all Parties.

SADC has concluded negotiating an
Economic Partnership Agreement with
the European Union. Other members
of the SADC/EPA configuration include
Angola, Botswana, Lesotho, Mozambique
Namibia and South Africa. Challenges to
be faced are the exiting of the UK from
the EU.

SACU-India Preferential Trade
Agreement
SACU-India, negotiations are ongoing, requests and offers have been
exchanged between the parties.
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DOMESTIC ECONOMY

3.1 GDP DEVELOPMENTS
Annual GDP Developments
According to official provisional estimates
by the Central Statistics Office (CSO), the
Gross Domestic Product (GDP), which is a
measure of economic activity, is estimated
to have expanded by 2.4 per cent in 2018
compared to 2.0 per cent in 2017. This
increase is mainly accounted for by strong
positive developments in the primary and
tertiary sectors.
Primary Sector Developments
The primary sector rebounded from four
years of negative growth with a 7.4 per cent
increase in 2018, from -4.1 per cent in 2017.
The positive performance in the primary
sector largely benefited from a significant
increase in crop production and forestry
output. Favourable weather conditions
resulted in an increase in output for all
major crops in both rain-fed and irrigated
farms. Sugarcane production, which is the
dominant cash crop in the country, increased
by 14.7 per cent to 6.20 million metric
tonnes in 2018, from 5.41 million metric
tonnes in 2017. Maize output rose by 34.0
per cent to 113,039 metric tonnes in 2018
while cotton output increased by 23 percent
to 759 metric tonnes. In addition there was

positive growth in the growing of pineapples
and banana over the review period.
On the other hand, citrus production
performed negatively over the period under
review, whereas, forestry output increased
by 8.1 per cent in 2018, rebounding from a
decline of 10.3 per cent in the previous year.
On the contrary, poor performance in
the primary sector was observed under
the ‘animal production’ and ‘mining and
quarrying’ subsectors. The livestock sector
contracted by a slower rate of 3.7 per cent
in 2018, following another contraction
of 15.6 per cent in 2017. The negative
performance in the livestock subsector was
reflective of the second round effects of the
2015/16 El Nino induced drought. Farmers
continued to restock (mainly cattle) which
was wiped out by the drastic effects of the
drought. Cattle population was recorded at
approximately 502,000 in the 2018 livestock
census, which is 25 per cent lower than the
population levels recorded during the predrought period.
The replenishing ratio (calf-birth relative to
mortalities) has, however, been improving
over the past two years benefiting from
favourable weather conditions. The mining
and quarrying subsector output, on the
other hand, decreased significantly by 26.5
per cent in 2018.
Coal mining declined by approximately
30 per cent in the period under review,
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due to unfavourable geological conditions
that affected coal yields. Quarried stone
production decreased by 11.4 per cent due to
a slowdown in construction activity over the
period under review. In particular, quarried
stone production was adversely affected
by the stalling of some public sector road
infrastructure projects.

Secondary Sector Developments
The overall performance of the secondary
sector was muted as the sector recorded
a marginal contraction of 0.1 per cent
in 2018, compared to a growth of 1.8 per
cent in 2017. The subdued performance in
the secondary sector was largely driven by
poor performance in the manufacturing and
construction subsectors. Developments in
the manufacturing sector were mixed. On
a positive note, there was strong positive
performance in agro-processing particularly
sugar production which grew by 15 per cent,
in line with significant growth at agriculture
level. There was also a positive performance
for the textile subsector, which rebounded
strongly in the second half of the year
responding to improvement in market
conditions.
However, these positive developments were
counteracted by a poor performance in the
manufacturing of beverages, which include
the production of soft drink concentrates,
and other related miscellaneous edibles,
accounting for a sizable share in the overall
manufacturing output. This sector recorded
a decline of 5 per cent in 2018 as a result
of unfavourable developments in the South
African market. First, there was slow
demand especially in the first half of 2018
where the South African economy slipped
into a technical recession.
Secondly, there was an introduction of
sugar tax in April 2018, and this had a
temporal but significant impact on volume
sales movement, particularly in the second
quarter of 2018. Even though there was a
recovery in the second half of the year, it
was not enough to fully compensate for the
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decrease observed in the first half of the
year. As a result of the mixed developments,
the manufacturing sector recorded an
overall decrease of 0.4 per cent in 2018,
compared to a growth of 3.2 per cent in the
previous year.
The construction subsector also remained
on negative territory recording -0.3 per
cent in 2018 following another decrease of
9.9 per cent in 2017. The poor performance
in construction subsector is mainly in line
with a slowdown in both private and public
sector construction activity. On the public
sector side, fiscal challenges resulted in
scaling down in the implementation of
infrastructure projects, particularly roads.
On the private sector side, there were few
mega-projects that were commissioned,
while most projects were at completion
stage in the period under review. Positive
performance in the secondary sector was
observed in electricity and water supply
subsectors. Above normal rains in 2018
resulted in an improvement in dam levels
thereby supporting hydro-power generation,
which increased by more than 20 per cent.
Treated water supply maintained an organic
growth of approximately 2 per cent.

Tertiary Sector Developments
The tertiary sector depicted resilient growth
of 3.1 per cent in 2018 increasing from
2.9 per cent in the previous year. Notable
increases were observed in the following
subsectors: ‘Wholesale and retail’, ‘financial
and insurance services’ and ‘information and
communication’.
The wholesale and retail trade subsector
grew by 3.4 per cent in 2018 rebounding
from a decrease of 3.3 per cent in the
previous year. This growth was supported by
favourable inflation developments in 2018
even though disposable incomes remained
depressed particularly in the public sector,
where there has been an ongoing hiring
and wage freeze in light of deepening fiscal
challenges over the period. The financial
and insurance services subsector recorded a
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double digit growth of 12.2 per cent in 2018,
one percentage point lower than the previous
year. This sector partially benefitted from
the positive performance in the agriculture,
forestry and agro-processing subsectors,
particularly developments in the sugar
industry. Information and communication
rose by 6.6 per cent in the period under
review up from 4.0 per cent recorded in
the previous year. Increased usage of data
services under a relatively more competitive
environment was the main driver for growth
in the telecommunication subsector.
Subsectors that performed poorly within
the tertiary sector include: ‘tourism’,
‘professional services’ and ‘other services’.
Within the tourism related subsectors,
accommodation and restaurants output
declined by approximately 12 per cent,
while ‘arts, entertainment and recreation’
services recorded a decrease of 4.6 per
cent. Professional services decreased by
7.4 per cent in 2018, partially due to poor
performance observed in the manufacturing
and construction subsectors. Other services
decreased by 4.5 percent in 2018, following
another decrease of 1.1 per cent in the
previous year.

3.2 QUARTERLY GDP
DEVELOPMENTS
High frequency data reflects that economic
activity expanded by 4.2 per cent, on a
year-on-year basis (seasonally adjusted),
in the first quarter of 2019 compared
to 2.4 per cent in the previous quarter.
Sectors that recorded significant positive
performance in the first quarter of 2019
included;
‘manufacturing’,
‘wholesale
and retail’, ‘transport and storage’ and
‘financial services excluding insurance and
pension funds’. The manufacturing sector
grew by 8.3 per cent, year-on-year, in the
first quarter of 2019 largely benefiting from
strong performance in manufacturing of
beverages, textiles and wearing apparel as
well as wood products and paper products.
The ‘wholesale and retail’, and ‘transport
and storage’ subsectors recorded year-onyear growth rates of 11.8 and 10.1 per cent,
respectively.

Table 1: Annual GDP Growth by Sector
2015
Primary Sector
Agriculture and Forestry
Mining and Quarrying
Secondary Sector
Manufacturing
Electricity Supply and distribution
Construction
Tertiary Sector
Wholesale and Retail
Financial Services
Public Administration
Information and Communication
Professional and technical services
Education and human health
Overall GDP

-4.5
3.8
-86.3
1.1
1.8
-33.9
9.4
5.2
6.2
4.9
7.2
9.0
13.9
2.5
2.3

2016
-8.2
-8.4
9.7
2.4
1.5
-31.8
20.0
2.7
3.0
-0.7
5.6
7.1
-9.1
5.1
1.3

2017
-4.1
-4.3
8.0
1.8
3.2
11.3
-9.9
2.9
-3.3
13.2
3.4
4.0
7.4
4.6
2.0

2018
7.4
8.0
-26.5
-0.1
-0.4
20.3
-0.3
3.1
3.4
12.2
1.0
6.6
-7.4
5.5
2.4

Source: Central Statistics Office

Annual Economic Review Report 2018/19 - Page | 21

DOMESTIC ECONOMY

Subsectors that performed poorly included
the following: ‘public administration’,
‘construction’ ,‘mining and quarrying’,
‘tourism activities’, ‘human health, and
social activities’. Fiscal challenges continued
to weigh on implementation of public
infrastructure projects, thereby resulting
in lower output in construction activity.
Construction activity contracted by 10.3
per cent while quarried stone production
decreased by more than 40 per cent.
Quarter-on-quarter estimates, indicate
that seasonally adjusted economic activity
expanded at a slower rate of 0.9 per cent in
the first quarter of 2019, down from 7.2 per
cent in the previous quarter.

3.3 MEDIUM TERM GDP
PROJECTIONS
Economic activity is projected to decelerate
to 1.4 per cent in 2019 from 2.4 per cent
in 2018, largely due to worsening fiscal
challenges. The main sectors that are
projected to perform poorly include
‘Construction’, ‘Wholesale and Retail’
and ‘General Public Administration’.
Construction activity would be mainly
affected by the slow implementation rate
of some major public sector infrastructure
projects. On the other hand, the hiring-andwage-freeze continues to weigh negatively
on real disposable incomes, thereby affecting
output for ‘wholesale and retail trade’, as
well as activities for ‘public administration
and social security’. On a positive note, the
manufacturing sector is expected to rebound
from poor performance in the previous
year. In particular, the manufacturing of
‘beverages’, ‘textiles and wearing apparel’,
and ‘wood and wood products’ are the main
subsectors that are expected to perform
well in 2019.
The manufacturing sector would generally
benefit from an improvement in market
conditions in key destination markets. These
include: a recovery in the South African
economy, regaining of lost markets such as
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Africa Growth and Opportunity Act (AGOA)
provided by the USA, and beef export market
in the European Free Trade Area (EFTA).
In addition, there has been exploration
of new markets such as Taiwan (through
the Economic Corporation Agreement with
Taiwan) and other prospective markets in
the African region.
Going forward, positive performance is
expected to be sustained in the secondary
sector (mainly manufacturing and energy
sub-sectors) throughout the medium term,
in line with investments made in those
sectors. Government’s effort to clear arrears
from previous years is expected to lift
performance on heavily affected sub-sectors
(such as construction) in 2020. In line with
these considerations, GDP is projected to
increase by 2.9 per cent in 2020, and then
retreat to 1.3 per cent and 1.7 per cent in
2021 and 2022, respectively.

3.3.1 Maize

Benefitting from the La Nina occurrence in
the 2017/18 crop season that resulted in
favourable rainfall patterns, the country
recorded the highest maize harvest in 10
years. The total area under maize cultivation
improved by 15.8 per cent to 80,965 hectares
in 2017/18, compared to 69,932 hectares
in the previous season. This improvement
was driven by the good rainfall received in
most regions in the country coupled with
the ongoing Government input subsidy
progamme to farmers who are in maize
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Table 2: Maize production

Area (‘000 ha)
Production (‘000Mt)

2014/15

2015/16

2016/17

87.2
81.6

46.0
33.5

69.9
84.3

Source: Ministry of Agriculture (National Maize Corporation)

climate favouring areas. Consequently, total
maize production grew significantly by 34 per
cent to 113,039 metric tonnes in the 2017/18
crop season, from 84,344 metric tonnes in
the previous crop season. Maize yields were
relatively higher even though there was a
portion of the maize crop that was affected
by the fall armyworm (FAW), which invaded
all four regions of the country, but was later
on averted using pesticides.
With the bumper maize harvest in 2017/18,
the country was able to cover 88.1 per cent
of its consumption requirement, which
is estimated at 128,160 metric tonnes
(according to the Vulnerability Assessment
Report of 2018). This reflected a significant
improvement in self-sufficiency levels,
which stood at 62.8 per cent in the previous
season. This meant that the country had
lesser exposure to imports in the period
under review. Maize imports for the 2017/18
marketing season were 48.1 per cent lower
than the previous season, recording 22,475
metric tonnes from 43,317 metric tonnes.
Local maize purchases by the National Maize
Corporation (NMC) from farmers increased
to 9,074 metric tonnes in the 2017/18
crop season, from 1,586 metric tonnes
during the 2016/17 season. The notable
improvement from local purchases by NMC
mainly benefitted from the good yields of
an average of 3 tonnes per hectare received
by farmers. Following the approval of the
pricing formula for maize by Government,
the gazetted producer price was pegged at
E2,600 per tonne during the period under
review. At this level, NMC currently offers
the highest price for maize and this is
expected to encourage local maize supply
to NMC.
Prospects for the 2018/19 crop season
are somewhat negative. Even though
there was plenty rainfall during the

2018/19 agricultural
planting season; the
2018/19
2017/18
timing,
frequency
Forecast
and distribution of
81.0
70.2
rainfall
received
113.0
88.0
between
November
and December 2018
was too erratic and
thus unfavourable for maize production. As
a result, maize production in the 2018/19
season is anticipated to be lower than
the previous season. The total area under
maize cultivation declined by 13.3 per
cent to 70.2 thousand hectares in 2018/19,
from 81 thousand hectares in the previous
season. In line with these developments,
maize production is estimated to decrease
by 22 per cent to 88,000 metric tonnes
in the 2018/19 season (according to the
Ministry of Agriculture’s Rapid Assessment
Report of March 2019). Furthermore,
during the course of the season, the
country experienced hailstorms, heatwaves
and persistent crop pests such as the
fall armyworm that affected mostly the
Lubombo and Shiselweni regions. This
would also weigh heavily on the maize
yields for the 2018/19 crop season.

3.3.2 Cotton

Favourable
weather
conditions
characterised by better rains in the
lowveld where cotton is predominantly
grown supported a continuous recovery
in the cotton industry and resulted in an
improvement in yields. Even though the
area planted decreased by approximately
620 hectares, cotton production increased
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Table 3: Cotton Production

Production (Mt)
Area (ha)
Value to Growers (E’ Million)
Average Price (E/kg)

2014/15

2015/16

873
1,733
4.4
5.15

87
283
0.5
6.0

Source: Ministry of Agriculture (Eswatini Cotton Board)

by 23 per cent to 759 metric tonnes in
2017/18 harvesting season from 617 metric
tonnes in the previous season. Despite
the improvement in weather conditions,
cotton output remained significantly lower
than the pre-drought five-year average of
2,100 metric tonnes. This was mainly due
to the unavailability and rising costs of
conventional (non-genetically modified)
cotton seed, resulting in lower area
planted despite the increase in the number
of farmers partaking in the cotton industry.
The number of farmers increased from
1,110 in 2016/17 season to 1,333 in the
2017/18 season. With the prices fixed at
E6/kg for the top grade cotton, income to
the growers increased to E4.6 million in the
period under review, from E3.5 million in
the previous year.
The relatively higher throughput to the
cotton ginnery ensured that the Eswatini
Cotton Board realised positive performance
in its output of processed cotton. Cotton
lint, which is the main product from the
ginnery, recorded a 13.4 per cent increase
to 304 metric tonnes in 2017/18 from
268 metric tonnes in the previous season.
The production of fuzzy seeds, which are
a bi-product of the cotton lint, were also
higher at 425 metric tonnes in the period
under review from 328 metric tonnes in
the previous year. Following the closure of
a local spinning company, Spintex, which
was the sole buyer of the lint output in
the recent past, the ECB exported all the
cotton lint to spinning companies in South
Africa and Lesotho. Revenue from lint sales
amounted to E7.3 million in the 2017/18
marketing season from E5.9 million in the
previous marketing season. On the other
hand, fuzzy seeds were sold to feedlots in
South Africa at a value of E1.1 million.

The outlook for the
cotton
industry
is
2018/19
2016/17 2017/18
Forecast broadly positive in the
medium-term. The ECB
617
759
1,500
continued persistently
1,700
1,082
1,328
with
its
advocacy
3.7
4.6
9.0
and
lobbying
for the
6.0
6.0
6.0
growing of genetically
modified
organisms
(GMO) cotton in the
country. This was cemented through a
successful demonstration of planting GMO
cotton in 2015/16 season. As a result, there
has been a strong response from large growers
to re-enter the cotton industry provided all
inhibiting factors in growing GMO cotton
are addressed. One major factor relates to
some clauses of the country’s Biosafety Act
of 2012, which puts too much liability on
the suppliers of GMO cotton seed, making
it unfriendly for suppliers of this highly
monopolized technology. Efforts to attend
to this challenge (i.e. amendment of the
Act) are at an advanced stage and trials of
different GMO cotton seed are continuously
explored. Two large growers have committed
approximately 250 hectares to GMO cotton
production under irrigation in the 2018/19
planting season. Given the higher yields
of GMO cotton, of up to four times more
than the conventional cotton crop, cotton
production is forecasted to increase to
1,500 metric tonnes in 2018/19 harvesting
season. Once GMO cotton fully gets a green
light, prospects for higher production
are expected and this would improve the
capacity utilisation of the cotton ginnery,
which requires 25,000 tonnes of cotton.
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Table 4: Livestock Production - Cattle
2017

2018

2015

2016

594,240
589,405
4,835

531,450
525,667
5,783

501,369
496,094
5,275

501,643
496,610
5,033

80,602

66,437

84,196

93,771

Total Slaughters
- Commercial Slaughters
- Home Consumption Slaughters

70,280
42,783
27,497

75,200
46,306
28,894

48,416
20,940
27,476

44,017
17,737
26,280

Deaths

57,796

46,123

33,039

24,256

9.7

8.6

6.6

4.8

Total Population
- Beef Herd
- Dairy Herd
Calves Birth

Mortality Rate (%)
Source: Ministry of Agriculture

The livestock subsector was sustained by
the above-normal rains received during the
season, resulting in good pasture conditions.
According to the annual livestock census
conducted by the Ministry of Agriculture,
total cattle population increased marginally
to 501,643 in 2018 from 501,369 in 2017.
This reflects a bottoming out of the negative
drought effects that prevailed in the past
three seasons. At this level, cattle herds
remained significantly lower than those of
the pre-drought period, where they stood
at approximately 620,000. In terms of subcategories, beef herd rose marginally to
496,610 in 2018 from 496,094 in the previous
year while dairy herd declined by 4.6 per
cent to 5,033, during the same period under
review. Restocking is still ongoing although
the recovery process is moving at a slower
rate than previously anticipated. Calf births
increased by 11.4 per cent to 93,771 in
2018 from 84, 196 in 2017, contributing to
the improvement in the performance of the
subsector. Disease incidences, particularly
the lumpy skin disease, were reported
in some areas but they did not result in
alarming mortality rates for livestock.
Evidently, cattle mortalities declined to 4.8
per cent in 2018 from 6.6 per cent recorded
the previous year.
In terms of beef production, total cattle
slaughters (including commercial abattoirs,
butcheries and those slaughtered for
home consumption) declined by 9.1 per
cent to 44,017 in 2018 from 48,416 in
2017. Commercial cattle slaughters, which

includes slaughters by the export abattoir,
Eswatini Meat Industries (EMI), plunged by
15.3 per cent to record 17,737 in 2018, from
20,940 in the previous year. Slaughters by
households, which represents the informal
sector, continued to dominate, despite
declining by 4.6 per cent to 26,280 in 2018
from 27,476 in 2017. The drop in slaughters
reflect that farmers are still restocking their
herds lost during drought in the previous
years.
Eswatini beef exports destined to the
European Free Trade Area (EFTA) were
banned for 13 months, from September
2017 to October 2018. Exports to the EFTA
were resumed towards the end of 2018,
resulting in the country’s failure to meet
its Norwegian market quota of 500 metric
tonnes, for the first time in seven years.
Beef export volumes to the Norwegian and
Mozambican markets amounted to 216
metric tonnes in 2018 compared to 573
metric tonnes in 2017. In addition, there was
a general reduction in supply from farmers
due to the continued second round effects
of the 2015/16 drought. Furthermore, the
quality of the cattle supplied was older
resulting in the beef valued 5 per cent lower
than its prime stock. Beef export receipts
significantly declined to E12.9 million in
2018 from E47.1 million in the previous year,
broadly in line with the decrease in volumes
produced by EMI.
Figures on other livestock, mainly comprising
pigs, sheep and goats, depicted slight
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Table 5: Beef Exports
2015

Exports (Mt)
Value of Exports (E’000)

1,126
77,804

2016

2017

983
86,578

2018

216
12,882

573
47,055

2019
(Estimate)

400
33,035

Source: Eswatini Meat Industries

Table 6: Other Livestock – Pigs, Goats, Sheep and Poultry
2016

2017

2018

Total Population
Pigs
Goats
Sheep
Broilers
Layers

42,852
501,496
16,841
660,967
170,092

38,335
478,919
16,264
586,190
119,202

40,689
480,678
16,103
435,030
387,264

20,279
935
587

26,949
1,095
538

Total Formal Slaughters
Pigs Slaughters
Goats Slaughters
Sheep Slaughters

3,624
325
17

Source: Ministry of Agriculture

increases, but total population for sheep
between the years 2017 and 2018 declined.
Goat and sheep slaughters continue to be
highly informal at the household level,
resulting in figures for this subsector
being underestimates by the Ministry of
Agriculture. Formal goat slaughters grew by
17.1 per cent to 1,095 while reported sheep
slaughters declined by 8.3 per cent to 538
in 2018. Commercial pig slaughters, on the
other hand, which remain mostly formal
significantly increased by 32.9 per cent to
26,949 in 2018 from 20,279 in 2017.
Prospects for the livestock sector are positive
in the medium-term. Production is expected
to benefit from above normal rains received
in the latter part of 2018 and opening
months of 2019. The good rains supported
a continuous recovery from the drought
and kept rangelands in good condition
throughout the country. However, growth
in livestock herd will be negatively affected
by the continuous transfer of rangelands to
housing settlements, resulting in a reduction
in pastureland. On the marketing side, the
regaining of the European market will boost
beef sales in the medium-term. EMI projects
an improvement in the supply of boneless
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beef in 2019 though their projected produce
remains below the required quota by the
export market. In addition, beef exports
are expected to benefit from an Economic
Corporation Agreement (ECA) between
Taiwan and Eswatini, which aims to improve
bilateral trade between the two countries.
This will pave way for diversification and
expansion of Eswatini’s market base and
beef is one of the products earmarked to
benefit from the signed agreement between
the two countries.
3.3.4 Mining and Quarrying
The mining and quarrying subsector
performed poorly in 2018, with total
output decreasing by approximately 15 per
cent. Combined sales revenue for coal and
quarried stone amounted to E290.5 million
compared to E341.2 million in 2017. Coal
production fell by 28.6 per cent to 144,375
metric tonnes in 2018, from 202,277
metric tonnes in 2017. The decline in coal
production was mainly due to unfavourable
geological conditions, mainly characterised
by thick stone intrusions along the mined
coal seam. The high stone content weighed
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Table 7: Minerals, Production and Sales
2016

2018

2017

Production
Coal (Mt)
Quarried Stone (M³)

158 418
419 642

202,277
291,100

144,375 (-28.6)
257,802 (-11.4)

Sales Value (E’ 000)
Coal
Quarried Stone
Total Sales

188.1
48.8
236.9

283.2
58.0
341.2

242.0 (-14.6)
48.5(-16.3)
290.5

Source: Ministry of Natural Resources & Energy, Mining Department
Notes: Mt= Metric Tonnes, M³= Cubic Metres

during the year under review.

heavily on coal yields, affecting the output
realised in 2018.
The lower production volumes translated
to lower revenues from coal sales despite
favourable anthracite coal prices at the
destination markets, the market of which
was dominated by South African smelters.
Coal sales revenue amounted to E242 million
in the period under review, approximately
15 per cent lower than revenue realised in
the previous year.
Quarried stone production decreased by
11.4 per cent in 2018 to 257,802 cubic
metres from the amount produced in 2017.
The fall in production resulted from the
stalling of some road infrastructure projects
by Government. On the private sector side,
most buildings were at completion stage,
hence the low demand for quarried stone

Prospects for mining and quarrying are
mixed. On a negative note, coal production
is expected to remain subdued due to
worsening geological conditions on currently
mined coal seam, which weighs negatively
on coal yields. Evidently, coal production
fell by 31.8 per cent year-on-year in the first
3 months of 2019. The geological challenges
have raised the cost of coal extraction,
yet returns are low due to poor yields. As
a result, not only productivity is affected
but also profitability of coal mining in the
current sites. Quarried stone production also
remained on a downward trend declining by
42 per cent in the first three months of 2019.
Prospects for quarried stone production
would depend on implementation rate of
public sector projects, primarily roads.
On a positive note, there are strong
prospects for other minerals such as gold and
iron ore. Following two years of operational
challenges, gold mining is finally getting
more established and gaining stability. Gold
mining has been steadily increasing in the
opening months of 2019, even though it is
still at a low scale. There are also positive
prospects for re-opening of the iron ore mine
at Ngwenya in the short-to-medium term.

3.3.5 Sugar Industry Developments
The sugar industry has shown continuous
recovery from the 2015/16 El Nino drought
after an improvement in climate conditions,
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Exports destined outside the SACU market,
which are predominantly intended for the
EU, increased significantly by 55.9 per cent
to 343,640 metric tonnes in 2018/19, from
220,403 metric tonnes in 2017/18. Sales to
the EU market have increased in the past two
marketing seasons despite lower prices and
an oversupply of sugar to the same market.
as well as continuous expansion in the Lower
Usuthu Smallholder Irrigation Project (LUSIP)
for sugar cane production.
Favourable weather conditions resulted in
improved cane yields per hectare, from 97
tonnes in 2017/18 to 108 tonnes in 2018/19
harvesting season.
Consequently, sugar
cane production rose by 14.7 per cent to
6.20 million metric tonnes in the 2018/19
harvesting season, from 5.41 million metric
tonnes the previous season.
Sugar production grew by 15.1 per cent
to 747,981 metric tonnes in the 2018/19
season from 650,126 metric tonnes the
previous season. Total sugar sales volumes
increased by 36.8 per cent to 755,556
metric tonnes in the 2018/19 marketing year
from 552,135 metric tonnes the previous
year, with both SACU and non-SACU sales
recording significant increases. Despite the
significant growth in sales volumes, the
marketing landscape remained challenging,
a development which compelled Eswatini
Sugar Association (ESA) to hold back on
sales and accumulate stock. Inventory levels
stood at 144,866 metric tonnes at the end
of the review period, slightly lower than a
closing stock of 156,233 in the previous year
but significantly higher than the targeted
inventory of approximately 65,000 metric
tonnes.

In addition, the ESA continued to intensify
its effort to look for new markets in regional
blocks such as SADC and COMESA, despite the
difficulties associated with penetrating these
markets. The industry is facing competition
from the cheaper world sugar, coupled with
ongoing expansions in the sugar producing
countries in the region, a development
that leads to these countries not opening
up their markets for regional sugar. Overall
sales revenue from the non-SACU market
amounted to E1.590 billion in 2018/19
from E1.213 billion received in 2017/18,
benefitting from both increased production
volumes and a weaker exchange rate over
the period. Domestic sales volume increased
by 24.2 per cent from 331,732 metric tonnes
in the 2017/18 marketing season to 411,925
metric tonnes in the period under review.
Due to unfavourable global market
conditions, the ESA continued to increase
sales volume into SACU and regional markets
as they yielded better returns than the other
markets. However, the SACU market also
remains affected by the influx of sugar from
other low-cost producing countries such as
Brazil, which limits the penetration of the
lucrative SACU market. The influx of sugar
into the SACU market continued unabated
even though there was an increase of the
SACU import tariff on sugar. Nevertheless,
sales revenue from the SACU market grew

Table 8: Sugar Production and Sales
2015/16
Production (Mt)
Exports (Mt)
Value of Exports (E’ Million)
Domestic (SACU) Sales (Mt)
Value of Domestic (SACU) Sales (E’ Million)
Source: Eswatini Sugar Association
*Revised
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695,410
299,936
1,709.60
400,081
2,573.00

2016/17
586,085
237,582
1,155.10
383,582
3,008.80

2017/18*
650,126
220,403
1,213.20
331,732
2,800.70

2018/19
747,981
343,641
1,590.02
411,915
3,218.13

by 14.9 per cent to E3.218 billion, broadly in
line with volume sales movement.

3.3.6 Canned Fruit

Molasses, which is a bi-product of sugar
production and a major input to ethanol
production for distillers increased by 3.3 per
cent to 250,956 metric tonnes in 2018/19
from 242,889 in the previous season.
Revenues from molasses sales were also
higher at E189 million in the period under
review from E185.1 million the previous
marketing season.
The medium-term outlook for the sugar
industry is mixed. Whilst the prospects
remain broadly positive on the production
side, the marketing landscape continues to
be challenging. Production in the mediumterm will continue to benefit from sustained
investment
in
developing
irrigation
infrastructure in the LUSIP areas, facilitated
by the Eswatini Water and Agricultural
Development Enterprise (ESWADE). Sugar
production is projected to increase, on
average, by 2 per cent annually, for the next
five years.
The marketing front, however, remains
challenging for the industry. The oversupply of sugar particularly within the
EU, following the abolition of beet sugar
quotas in September 2017, has eliminated
the lucrativeness of the EU market, in
terms of premium returns, as prices have
dipped significantly. Accordingly, the ESA
has continued to diversify away from this
market. The world market prices also remain
suppressed with the oversupply of sugar,
thus making it difficult for Eswatini sugar to
compete effectively. Furthermore, the ESA
is faced with competition from the influx of
sugar from other markets into the region.
Lower world sugar prices have paved a way
for an increase in sugar imports into the
SACU region, thereby reducing the market
share for ESA.
This means that both domestic (SACU)
market and non-SACU market for sugar,
face challenges that could potentially lower
sales returns in the short-to-medium-term.
Despite the negative developments, there is
expectation that sugar prices might pick up
gradually in the medium-term.

Fruit canning output include citrus and
pineapple fruit juice and concentrates, fruit
cups and a variety of jam cups. Inputs for
Eswatini Cannery are sourced from local
farmers on individual tenure land (ITL)
and other citrus estates. Total output from
fruit processing by the cannery increased
by 15.4 per cent to record 39,466 metric
tonnes (MT) in 2018, from 34,198 MT
recorded in 2017. The increase in output
from processing can largely be attributed to
significant growth recorded in output from
processing of pineapples and citrus. Output
from canned pineapples rose by 32.3 per
cent to 18,672 MT in 2018 from 14,109 MT
in 2017. Citrus canning also grew by 32.5
per cent from 4,858 MT in 2017 to 6,437
MT in 2018. Furthermore, production of
jam cups increased by 2 per cent to 12,234
metric tonnes in 2018. Fruit cups production
decreased by 34.5 per cent from 3,242 MT in
2017 to 2,122 MT in the year under review.
The major markets for the fruit canning
industry of Eswatini include South Africa, the
EU, US, Japan and Australia. Pineapple sales
volumes rose by 20.1 per cent, benefitting
from high demand from the South African
market, which opted to import than to locally
produce pineapple products. Jam cups sales
volumes increased by 11 per cent to 12,339
MT in 2018 from 11,124 MT in 2017. Exports
of citrus juice and concentrates declined by
8.6 per cent, from 6,005 MT in 2017 to 5,489
MT in 2018. Fruit cups exports declined by 27
per cent in 2018 due to low demand in key
destination markets.
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Despite the growth in sales volumes, total
revenue from fruit canning grew at a slower
rate of 1.5 per cent, from E175 million in
2017 to E178 million in 2018. However, the
surge in production, particularly pineapple
production resulted in over supply of
pineapples, leading to stock pile-ups. This
forced the company to lower the price in
consideration of pineapple being a perishable
product and having a shorter shelve life of
approximately two years. The drop in prices
coupled with unfavourable exchange rate
movements weighed heavily on revenues in
the year under review.
The medium-term outlook for fruit canning
is mixed. On a positive note, the cannery has
developed a sizable area of approximately
17,000 hectares to increase pineapple
production at Siphofaneni. This expansion
is expected to increase production by
20,000 tonnes in 2019 and to double
production in 2020. On the negative side,
there is increasingly more stiff competition

from imports particularly from countries
like Philippines and Thailand, which
enjoy significant comparative advantage
in pineapple production. Similarly, the
local SACU market for jam cups faces stiff
competition from Tiger brands, who enjoy
low cost of production than the local cannery.
This necessitates the expansion of regional
market access to the African continent, at
large.
3.3.7 Electricity Consumption
Domestic power generation, which is broadly
based on renewable energy sources, rose
by 21.9 per cent to 326.6 GWh in 2018/19
from 267.9 GWh in 2017/18. Above normal
rains received in 2018, kept water levels
high in all major dams and reservoirs used
to support hydropower generation. As a
result, hydropower generation by Eswatini
Electricity Company (EEC) increased by
28.3 per cent to 266.1 GWh in the 2018/19

Table 9: Electricity Consumption
2015/16
Domestic Generation (GWh)
Imports (GWh)
SEC Sales (GWh)
Feature of the year
Source: Eswatini Electricity Company
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178.9
1,077.1
1,084.1
Drought

2016/17
171.3
1,063.7
1,058.4
Drought

2017/18
267.9
1,020.1
1,106.0
Wet

2018/19
326.6
947.1
1,102.8
Wet
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financial year. Complementary electricity
from other Individual Power Producers (IPPs)
to the grid stood at 60.4 GWh, unchanged
from the 1917/18 level. On a positive note,
there is continuous marginal improvement
coming through the solar energy supply plant
commissioned over the past two years in the
southern part of the country. The notable
increase in domestic power generation
facilitated a reduction in electricity imports
from South Africa and Mozambique. The EEC
imported 947.1 GWh in 2018/19, 7.2 per
cent lower than the imports of the previous
year.
Electricity consumption was relatively
unchanged in 2018/19 amounting to 1,102.8
GWh from 1,106 GWh in 2017/18. Sales to
the ‘domestic’ and ‘commercial’ categories
increased by 1.4 and 3 per cent, respectively,
while sales to ‘bulk and irrigation’ customers
declined by 2 per cent. The total number of
EEC customers remained on an upward trend
rising by 8.7 per cent to 221,337 at the end
of 2018/19. Domestic customers continued
to dominate, increasing by 9 per cent in
2018/19 and accounted for approximately 92
per cent of total customers. The sustained
increase in the number of domestic
customers benefitted from the continuous
rollout of the rural electrification project.
The medium-term outlook for the energy
sector is broadly positive. In October 2018,
the Ministry of Natural Resources and Energy
(MNRE) introduced the Energy Master Plan
which provides a roadmap for developing
the energy sector up to 2034. The MNRE
also finalised an Independent Power
Producer (IPP) Policy to address regulatory
and technical barriers constraining the
development of renewable energy and IPP
participation in the power sector. Through
the finalisation of the policy documents,
the Eswatini Energy Regulatory Authority
(ESERA) has strengthened its efforts to
encourage investment in the energy sector,
particularly towards the use of renewable
energy sources. The IPP policy in particular
provides an energy toolkit that will enable
procurement of new generation capacity
following a consistent competitive tendering
process as opposed to previous methods of

one-on-one engagements with prospective
IPPs.
There is strong bias towards solar power
generation in the short-to-medium term to
add on existing energy capacity. A total of
50 MW solar power is earmarked for the next
3-5 years, of which 10 MW would be invested
by EEC, and the remaining 40 MW would be
raised through IPPs with procurement process
facilitated by ESERA. The combined cost for
commissioning the 50 MW solar power plants
in different areas of the country is estimated
at approximately E1.2 billion. Solar has been
identified as a quick win because of the short
time required to commission a solar plant
as well as lower costs of using this type of
power generation. In the medium to longterm, prospects remain positive on biomass
as well as thermal power generation, which
would utilise already available resources
in the country. In addition to generation
capacity, the EEC continues to invest heavily
on strengthening its supply infrastructure
through reinforcing transmission lines
and upgrading power stations to ensure
consistent electricity reliability.
3.3.8 Water Consumption

Total treated water consumption grew by
2.8 per cent to 12.49 million kilolitres in
2018, compared to 12.15 million kilolitres in
2017. The marginal improvement benefitted
from increased treated water sales from
both the ‘residential’ and ‘commercial’
categories. Residential water consumption

Annual Economic Review Report 2018/19 - Page | 31

DOMESTIC ECONOMY

Table 10: Treated Water Consumption
Treated Water Consumption
2015
No. of active Connections
Consumption (Million KL) M3

2016

38,029
12.728

40,120
11.833

2017

2018

42,345
12.150

46,733
12.490

Source: Eswatini Water Services Corporation
Notes: M3= Cubic Metres

(which accounts for more than 50 per cent
of total consumption) grew by 3.4 per cent,
from 6.38 million kilolitres in 2017 to 6.60
million kilolitres in 2018. Commercial water
sales, on the other hand, grew by 2.1 per
cent to 5.89 million kilolitres in 2018, from
5.77 million kilolitres in 2017.
The growth observed in both ‘residential’ and
‘commercial’ sales broadly benefitted from
an increase in the number of connections for
treated water supply in 2018. The number of
customers using treated water for domestic
purposes increased by 10.1 per cent to
43,158 in 2018, from 39,216 in 2017. On the
other hand commercial customers increased
by 14.3 per cent to 3,575 over the same
period. However, a structural shift has
been noted within the commercial sector
in the post-drought period. A majority of
companies mainly in the Matsapha Industrial
area, where activity is mostly concentrated,
have opted to digging boreholes as a back-up
water source, as well as means to contain
production costs.
Eswatini Water and Services Corporation
(EWSC) is continuing with efforts of providing
access to water and sanitation in both rural
and urban areas in the country.The recent
completion of the EU funded ‘SISOMA’ Water
Supply project will greatly enhance treated
water supply in the rural areas, as well as
aid socio-economic development. Other
projects in the pipeline aimed at contributing

to socio-economic development, include
the Manzini Integrated Water Supply and
Sanitation Project (MRIWSSP), Ezulwini
Water and Sanitation project, Nhlangano
Sewer Treatment Plant and the ‘Nhlangano
to Siphambanweni’ Water Supply Extension.
The MRIWSSP is envisaged to benefit unserved
tinkhundla areas around Nhlambeni, Manzini
South, Mntfongwaneni and Mafutseni. Water
supply outlook heavily relies on the weather
forecast for the country and the region as
a whole. The uneven distribution of rainfall
received continues to affect reliable water
supply.
3.3.9 Construction

The construction sector slightly contracted
in 2018 mainly driven by the ongoing
economic challenges, resulting in cutbacks
in Government funded capital expenditure
effected in the second half of 2018. This

Table 11: Construction Indicators
YEAR

Approved Building Plans
No. of Plans

2015
2016
2017
2018

879
829
804
744

E’ million
1,245.9
845.2
809.3
1,017.3

Source: All Municipalities
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Completed Buildings
No. of Buildings

E’ million

178
166
114
127

159.4
142.1
260.9
314.1
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development resulted in a slowdown in
the implementation rate of public sector
infrastructure projects in the 2018/19 fiscal
year, which account for approximately 90 per
cent of total construction activity. However,
some public sector linked projects that are
foreign funded continued. These include; the
construction of the International Convention
Centre and Five Star Hotel (ICCFISH), the
Manzini – Mbadlane road (Lot 1 and Lot 2)
and the biotechnology park at Nokwane.
Different indicators for construction activity
reflect a slowdown in construction. Imports
of construction material grew by a slower
rate of 11.6 per cent in nominal terms and
5.4 per cent in real terms. Quarried stone
production, on the other hand, declined
further by 11.4 per cent in 2018, following
a decline of 31 per cent in 2017, due to
scaling down on implementation of roads
infrastructure projects.
Other indicators used to track private
sector construction activity reflected mixed
performance in 2018. According to figures
sourced from the country’s municipalities
and town councils, total building plans
completed in urban areas, increased from
114 units in 2017 to 127 units in 2018. The
total value of the buildings completed grew
by 20.4 per cent to E314.1 million in 2018,
from E260.9 million in the previous year.
Growth emanated from the ‘residential’
category, which
increased to 96 units
in 2018, compared to 77 units in 2017, as
households built more residential dwellings.
Commercial building plans completed
declined to 25 units in 2018 from 31 units
in 2017. The category for ‘other buildings’
mainly constituted by institutional housing,
remained unchanged at 6 units in 2018.

Planned construction activity, which is
tracked by the total number of building
plans approved, dropped by 7.5 per cent
to 744 units in 2018 from 804 units in 2017.
The ‘residential’ and ‘industrial’ building
plans approved declined by 8.7 and 8.1 per
cent, respectively during the period under
review, while building plans approved from
the ‘other’ category slightly increased by 4.1
per cent. The total value of building plans
approved increased by 25.7 per cent to
E1.020 billion in 2018, from E809.3 million
in 2017, mainly driven by the ‘industrial’ and
‘other’ categories.
Medium term prospects for the construction
sector remain subdued for both the public
and private sectors. Growth in the public
sector will remain relatively low due to the
persistent economic challenges. Private
sector activity also remains muted with no
mega projects reported for the short to
medium-term.
3.3.10 Tourism
Global economic activity moderated in the
second half of 2017, reflecting convergence
of economic conditions affecting major
economies. The IMF in its WEO Update of
July 2019 estimated global growth to have
slowed to 3.6 per cent in 2018, from 3.8 per
cent in 2017. This contributed to a decrease
in disposable incomes in the global economy,
affecting the performance of the tourism
industry as a whole, through reduced
travelling commitments. According to the
United Nations World Tourism Organization
(UNWTO), international arrivals worldwide,
recorded a 6 per cent growth in 2018,
lower than 7 per cent in 2017. Regional
tourism activity was also on the downside,
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Table 12: Number of Tourists and Bed Night Sold
2016
Number of Tourists
Bed Nights Sold
Total receipts (E’000)

446,608
420,378
365.6

2017
436,846
468,733
380.6

2018
394,709
379,489
387.5

Source: Central Statistical Office,
Eswatini Tourism Authority and
Central Bank of Eswatini

as international arrivals into Africa grew
by 7.3 per cent in the period under review,
reflecting 0.9 of a percentage point decrease
from those of the previous year.
International arrivals to Eswatini decreased
by 4.7 per cent to 1,277,252 in 2018 from
1,339,552 in 2017. The contraction in the
number of international arrivals can largely
be attributed to the completion of a highway
connecting Maputo and Kwazulu Natal,
which reduced travel time for Mozambicans
to South Africa by more than 5 hours. This
diverted about 1 per cent of the tourists
who normally transited through Eswatini.
Arrivals from Mozambique declined by 8.5
per cent from 213,920 in 2017 to 195,644 in
2018, while arrivals from South Africa were
lower by 2.1 per cent. On a positive note,
international arrivals from South Korea and
Taiwan rose by 6.7 per cent in the period
under review.
Formal accommodation activity as measured
by the number of tourists that used formal
accommodation recorded a 9.6 per cent
decrease, from 436,846 in 2017 to 394,709
tourists in 2018. The main contributor to
suppressed activity in tourism establishments
was a 14.4 per cent decline in international
tourists, which is broadly in line with the
lower international arrivals into the country.
The above decrease was partially offset by
a 4 per cent increase recorded in domestic
tourists that used formal accommodation in
the period under review.
In-line with the decrease in international
arrivals and activity in formal tourist
establishments, bed nights sold fell by 19
per cent to 379,489 in 2018, from 468,733
in 2017. Conferencing activity on the other
hand, which benefit most from Government
and Non-Profit Organisations (NGOs),
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recorded a decline of 2 per cent in 2018,
owing to reduced use of rental facilities by
Government, and reduced donor funding on
the part of NGOs. Tourism receipts, which
include spending on accommodation, food,
transport, and gifts, slightly increased
by 1.8 per cent to record E387.5 million
in 2018, from E380.6 million recorded in
2017. Accommodation revenue accounted
for a larger proportion of total receipts
followed by conferencing and restaurant
receipts. International arrivals for the first
quarter of 2019 reflect that tourism activity
contracted by 11.5 per cent when compared
with the same quarter of the previous year.
This reflects that the tourism sector remain
under pressure in 2019. However, the market
remains positive as major markets are
expected to recover in the short to mediumterm and the country will continuously
benefit from vigorous marketing by both the
Eswatini Tourism Authority (ETA) and the
private sector. Among the marketing drives
by ETA, are engagements with Mozambique
tour operators to build relations, and this
is at an advanced stage. The country is
also on a verge of improving its visa system
(i.e. Electronic Visa) to ensure simple and
convenient travel for tourists.
3.3.11 Transport
The transport industry covers three main
categories: air, rail and road. The air
transport industry recorded a decline of
6.4 per cent in the number of passengers in
2018. In addition to the high base effects of
2017, the decline was largely due to reduced
international travel by the Public Sector.
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Additionally, a reduction was observed in
tourist arrivals, which dropped by 4.7 per
cent in 2018. In line with the decrease in
volumes, passenger revenues in 2018 were
lower by 3 per cent when compared to those
of the previous year. The low passenger
revenues were however compensated by
cargo freight revenues which increased
by 32.6 per cent mainly due to increased
imports by individuals via freight forwarding
companies.
Total
revenues
on
air
transportation amounted to E118 million in
2018, which was slightly lower than the E120
million recorded in 2017.
The railway transport industry also recorded
poor performance in 2018 mainly affected
by the decline in total tonnage volumes
transported by rail. The fall resulted from
a sustained slowdown in the transit traffic
volumes, which account for about 92 per
cent of the rail transport volumes. In 2018,
transit rail haulage declined by 4.8 per cent to
record 6.69 million tonnes from 7.03 million
tonnes in 2017. Additionally, the import
volumes for transit rail haulage declined by
2.5 per cent during the period under review.
Imports for rail transport, which include
fuel and cement, were partly affected by
the scaling down in public infrastructure
projects. On another note, the decrease in
import volumes through rail was due to an
observed shift to road transportation as a
cheaper alternative.
Exports by rail however recorded a marginal
increase of 1.4 per cent, during the period
under review, mainly due to an increase
in sugar volumes transported. Under road
transportation, performance was mixed
across the different players in this category,
but there was an overall slight increase
for this subsector in the period under
review. Diesel import volumes, which are
an indicator for commercial transportation,
reflected a marginal growth of 2.8 per cent
in 2018. The overall outlook for this industry

will continue to depend on the performance
of other sectors that heavily utilise transport
services.
3.3.12 Communication
The country has continued to strengthen
the liberalisation of the communication
industry, resulting in increased competition
and
reduced
cost
of
information
communication and technology (ICT). The
entry of a third operator in 2017 boosted
growth in the communications space
through further availability of affordable
services. Additionally, the industry has
been benefitting from the three (3) yearwholesale price cuts implemented by
the communications regulator in phases
commencing in 2017. This resulted in volume
increases as the services became more
affordable to the general population. The
increase in the uptake of the communication
services resulted in an overall growth for
the industry, both in terms of volumes and
revenues.
Both the voice product and data product
lines recorded growth during the period
under review, with data volumes growing
faster than the voice call volumes. The SMS
product line however recorded negative
in 2018 mainly due to a continuous shift
of customers to the use of social media
communication platforms. In the mediumterm, the industry is expected to benefit
from a number of projects, implemented
by the regulator in collaboration with the
industry players, in an effort to improve the
communications space, while lowering the
cost of ICT. From increasing the coverage
within the country, increased competition,
continuous innovations and increased
product lines, the industry is expected to
grow in the medium-term further supporting
investment in other sectors.
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3.3.13 Investment
Projects

and

Development

Investment remains the core for the
attainment of sustainable economic growth.
The effective attraction of new foreign direct
investment (FDI) in the country continues
to be one of the major impediments to
development of the small landlocked
economy. The ease of doing business score,
which captures the gap of each economy
from the regulatory performance, worsened
for Eswatini in 2018. According to the World
Bank Ease of Doing Business report in 2018,
the country was ranked 117th in 2018, which
is a deterioration from a 112nd ranking in the
2017 report. While it performed fairly well
in topics such as trading across borders and
paying of taxes, poor performance was noted
in terms of the successful enforcements of
contracts, getting electricity and starting a
business. In order for the country to realise
the benefits of inclusive growth through
the attraction of viable new investment,
the improvement of these investment
cornerstones need to take priority.
The
Eswatini
Investment
Promotion
Authority (EIPA), whose mandate is,
among others, luring and promoting FDI in
the country, recorded a slight decline in
investment projects approved, a total of 20
projects worth E1.6 billion in the 2018/19
financial year, compared to 25 projects
valued at E1.9 billion in 2017/18 financial
year. Out of the 20 investment projects
approved, only 12 projects commenced in
the period under review, of which 4 of these
projects are termed new projects valued
at E24 million. A majority of the approved
investment projects are categorised under
the manufacturing sector, particularly
manufacturing of textiles, and with only
one project in the agro-processing subsector. These projects are expected to
create 3,111 job opportunities. The shortto-medium term outlook for investment in
the country remains contained. According
to EIPA, projects worth E1.35 billion have
been earmarked for the next two years.
However, these projects are anticipated
to create approximately 5,000 jobs in
diversified sectors. These sectors include
manufacturing (mainly textiles), education,
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energy, mining, and tourism. Investments
earmarked for the textile subsector amount
to E544.2 million, while investment in other
manufacturing subsectors is valued at E447.5
million. These investment in manufacturing
subsectors account for more than 50 per cent
of the total worth of anticipated investment
projects in the short-to-medium term.
The Industrial Development Company of
Eswatini (IDCE), a development finance
institution which has products including
corporate loans and equity, agricultural
loans, asset leasing finance, SME finance,
leasing of industrial buildings and advisory
services, performed fairly well in 2018/19.
However, the institution indicated that part
of the challenges experienced emanated
from the overall slowdown in economic
activity, which has caused a general
decline in viable projects in the economy.
A total of 38 projects were approved during
the 2018/19 financial year, which is an
improvement from 32 projects approved
the previous year. However, the value of the
approved projects was significantly lower
at E57 million in the 2018/19, compared to
E88 million in the previous financial year.
The 32 projects started in the 2017/18 FY,
are expected to create 233 employment
opportunities.
Prospects for the IDCE
performance remain uncertain in light of the
subdued domestic economy. However, there
are projects earmarked for the 2019/20 in
the space of agriculture and health sectors.
The medium term outlook for investment
is mixed. External shocks from neighboring
South Africa, whose economy shrank in the
first quarter of 2019, driven by weak levels of
investment, and the IMF projecting a general
slowdown in global economic growth, pose as
negative risks to investment in the country.
On another note, the re-authorization of the
AGOA apparel visa system for Eswatini in
July 2018 is anticipated to have a positive
effect on investments, particularly the
textile industry.
In addition, positive prospects emanate
from the continued reforms in improving
the business climate for the country. This
will enhance the country’s ranking in the
World Bank’s Ease of Doing Business report,
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coupled with marketing the country as a
good investment destination. In a bid to
attain the first world status, the country
launched The Kingdom of Eswatini, Strategic
Roadmap 2018-2023. One of its core pillars
is the improvement of the country’s ease of
doing business. As means to enhance private
sector growth through the attraction of
foreign investment, the country as at July
2020 aims to gradually reduce corporate tax
from 20 per cent and to eventually reach
12.5 per cent by 2023. This is anticipated to
sharpen the country’s competitive edge and
boost economic growth and development.

3.4 PRICE DEVELOPMENTS
The annual consumer headline inflation
averaged 4.8 per cent in 2018, down from
6.2 per cent in 2017, as inflationary pressures
were on the downside for the better part
of the year. A significant slowdown was
observed in the consumer price index (CPI)
for goods, mainly non-durable goods which
are dominated by food price developments.
The CPI for goods rose by an average of 1 per
cent in 2018, down from an average of 6.9
per cent the previous year, propelled by a
significant slowdown in food inflation.

Food inflation recorded an overall zero growth
in 2018 compared to 8.1 per cent in 2017.
Favourable weather conditions resulted in an
improvement in food production, both locally
and regionally, supporting a deceleration
in food prices, particularly maize, maize
products, and other products that use maize
as an input in their production. Similarly,
the improved weather conditions aided an
increase in other agricultural production
and resulted in slower growth in prices for
‘sugar and sugar products’, ‘vegetables’
and ‘fruits’ over the review period. Food
inflation recorded negative growth between
April and September 2018 and closed the
year below 1 per cent. In addition to food
inflation, slower increases were observed in
the price indices for ‘clothing and footwear’
and ‘furnishing and household equipment’
which decreased by 6.2 and 4.2 percentage
points, respectively.
The CPI for services, on the other hand,
increased to an average of 8.6 per cent in
2018, from 5.8 per cent in 2017. Inflationary
pressures on services were mainly observed
in the ‘housing and utilities’ category which
averaged 12.4 per cent in 2018, compared
to 7 per cent the previous year. The increase
resulted from a 15 per cent increase in
‘housing rentals’ and ‘electricity’, as well
as a 13.5 per cent increase in water tariffs
effected in April 2018.
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Figure 2: Consumer Price Inflation for Goods and Services

Source: Central Statistics Office

Transport inflation rose marginally to record
4 per cent in 2018, compared to 3.9 per cent
in 2017, in line with a modest increase in
domestic fuel prices, which cumulatively
rose by 40 cents/litre during the course of
2018. Additional inflationary pressures were
observed in the price indices for ‘education’,
‘health’, and ‘restaurants and hotels’, which
rose slightly by 0.3, 0.5 and 0.7 percentage
points, respectively.
In terms of percentage contributions to
the overall headline inflation outcome,
the indices for ‘food and non-alcoholic
beverages’, and ‘clothing and footwear’
, recorded decreases while the indices
for ‘housing and utilities’, ‘education’,
and ‘transport’, depicted increases in the
period under review. The index for ‘food
and non-alcoholic beverages’ accounted
for about 0.1 per cent in 2018 compared to
32.2 per cent in 2017, broadly reflecting
the significant deceleration in food prices.
The contribution of clothing and footwear
inflation was also lower at negative 1 per
cent in 2018 compared to 2 per cent the
previous year.
On the other hand, the contribution to overall
inflation developments for the ‘housing and
utilities’ index increased from 38.7 per
cent in 2017 to 72.2 per cent in 2018. This
increase mainly resulted from higher housing
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costs and utility tariffs implemented in 2018.
The Eswatini Electricity Company (EEC)
effected a 15 per cent increase in electricity
tariffs, which was the last of its two-year
tariff increase approved by the Eswatini
Energy Regulatory Authority (ESERA) in 2017.
The 15 per cent multi-year tariff hike in
electricity effected in 2018, only had a price
effect as opposed to an acceleration effect
on inflation since the rate was unchanged
from that of the previous year. Water
tariffs, on the other hand, were increased
by a higher rate of 13.5 per cent in 2018,
compared to 7.2 per cent in 2017, resulting
in an acceleration in utilities’ inflation. In
addition to the utilities, the ‘actual rentals
for housing’ increased by 15 per cent in April
2018, significantly higher than the average
increase of 6.8 per cent in the same period
the previous year.
Education prices recorded an increase in
their contribution to overall inflation from
10.6 per cent in 2017 to 13.8 per cent in
2018, reflecting slightly higher increases in
tuition fees in 2018. The transport index also
recorded an increase in its contribution to
the overall index from 6.6 per cent in 2017
to 8.6 per cent in 2018 due to the observed
overall marginal increase in fuel prices in
the period under review.
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Figure 3: Contribution to Annual Consumer Inflation by COICOP Category

Source: Central Statistics Office

Core inflation which is CPI
excluding food, auto-fuel
and energy averaged 6.7 per
cent in 2018 compared to 5.5
per cent in 2017, reflecting
that underlying inflationary
pressures were on the upside
in 2018. The outlook for
consumer inflation remains
moderately contained, with
upside
risks
dependent
on the volatile Lilangeni/
Dollar exchange rate, rising
international crude oil prices
and steadily increasing food
prices. The Lilangeni/Rand
exchange rate against major
trading currencies lost ground
in the opening months of 2019
mainly in relation to political
uncertainties in South Africa,
however, in the wake of
the new Government, it
is anticipated to slightly
stabilise.
International
crude oil prices continue
to increase, mainly due
the observed tightening of
stock levels in international
markets.

Domestically, food inflation
is anticipated to continue
picking up from low base
effects of the previous year
and in line with regional
developments,
where
maize prices are steadily
on an upward trend. Mixed
developments are, however
anticipated in administered
prices.

electricity consumption (at
the standard rate of 15 per
cent), and the E1.20 per litre
increase in the fuel levy, as
announced in the 2019 Budget
Speech. If all the pending
proposal are approved during
2019/20, then inflation can
be expected to pick up in the
second half of the 2019/20
financial year.

Government issued a directive
to freeze all hikes in utilities’
tariffs,
which
translated
to a sharp deceleration in
inflationary pressures, at
least for the opening months
of the 2019/20 financial year.
However, there are other
administered prices that
remain on course for review.
These include a proposed 15
per cent increase on bread,
and a prospective 25 per cent
increase on public transport
fares.
Other
proposals
weighing negatively on the
inflation outlook include the
proposal to introduce VAT on

On a calendar year basis,
headline consumer inflation is
expected to average 4.4 per
cent in 2019 before rising to
5.8 and 5.3 per cent in 2020
and 2021.
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Figure 4: Overall Inflation versus Core Inflation

Source: Central Statistics Office
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4 BALANCE OF
PAYMENTS
4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8

Overall Balance
Current Account
Trade Account
Services Account
Primary Income Account
Secondary Income Account
Financial Account
International Investment Position

43
43
43
44
44
45
45
46
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Source: Central Bank of Eswatini

Source: Central Bank of Eswatini

Current account
Goods
		
Exports f.o.b.
		
Imports f.o.b.
Services
		
Exports
		
Imports
Primary Income
		
Credit
		
Debit
Secondary Income
		
Credit
		
Debit
Capital Account
		
Credit
		
Debit
Financial Account
Direct investment
		
Assets (Abroad)
		
Liabilities (In Eswatini)
Portfolio investment
		
Assets
		
Liabilities
Financial derivatives
Other investment
		
Assets
		
Liabilities
Reserve assets
		
Monetary gold
		
Special drawing rights
		
Reserve position in the IMF
		
Currency and deposits
		
Securities
		
Other claims
Net Errors and Omissions

Description

Table 13: Balance of Payment (E’ Million)

255.9
318.1
376.5
058.4
572.2
952.9
2 525.1
506.8
3 238.3
2 731.5
8 003.2
8 524.2
521.0
-23.7
2.2
25.9
8 120.8
-538.4
-11.2
527.2
-28.6
-28.6

343.1
8 633.7
8 485.5
-148.2
-289.0

-226.7
-62.2
-1 111.4

299.6
10 036.8
9 600.1
-436.7
-214.3

-301.1
86.9
2 195.7

9
2
21
19
-1

7
1
20
18
-2

697.9
812.6
095.9
283.3
257.9
956.8
3 214.7
113.6
2 203.2
2 089.6
8 029.6
8 668.4
638.8
-2.8
4.1
6.9
9 890.8
-271.2
5.9
277.1
39.9
39.9

2015

2014

545.0

-343.3
-12.5

217.6
8 501.9
8 718.6
216.6
-355.8

277.8
681.7
858.9
177.2
033.2
875.2
2 908.4
-151.4
1 957.8
2 109.2
6 780.7
7 257.6
476.9
6.0
34.0
28.0
7 828.8
-419.5
-104.9
314.6
-115.5
-115.5

7
2
23
21
-2

2016

476.8

-999.8
266.0

178.0
6 483.3
7 042.5
559.2
-733.7

7 060.8
2 487.7
23 913.7
21 426.0
-2 898.3
1 634.0
4 532.3
-537.9
2 444.4
2 982.3
8 009.3
8 514.2
504.9
90.3
157.9
67.6
7 627.8
1 618.8
872.5
-746.3
81.5
81.5

2017

50.1

-230.0
-469.4

89.1
6 740.8
7 730.7
989.9
-699.5

5 567.4
387.2
24 343.5
23 956.3
-2 387.0
941.0
3 328.0
435.6
1 903.2
1 467.6
7 131.6
7 617.2
485.6
-31.1
35.7
66.8
5 586.4
-488.5
-151.9
336.6
-55.6
-55.6

2018

BALANCE OF PAYMENTS

BALANCE OF PAYMENTS

4.1

OVERALL BALANCE

Eswatini recorded a deficit of E699.5 million
as its overall balance of payments for 2018.
The country has been registering deficits in
foreign reserve assets since 2014. The dent
in the reserve assets was necessitated by
the need to finance the deficit recorded in
the overall balance of payments. In 2018,
there was a decline in currency and deposit
assets as the country reduced its claims
on Monetary Authorities. The country also
reduced its holdings of debt securities assets
during the year.

4.2

CURRENT ACCOUNT

During 2018, the country posted a surplus
of E5.567 billion, but lower than the E7.061
billion recorded in 2017. The near balanced
merchandise trade account resulted to the
deterioration in the current account balance,
resulting in a 22.1 per cent depression of the
account during the year. At this level, the
surplus for the year was equal to 8.8 per cent
of GDP, lower than the 13 per cent recorded
in 2016 and the 11.9 per cent of 2017.

4.3

TRADE ACCOUNT

During the year 2018, the trade balance
posted a significantly smaller surplus of
E387.3 million, shrinking by 84.4 per cent
from E2.488 billion in 2017. Over the past
three years, the trade account posted a
surplus of over E2 billion, however, imports
in the reporting period grew by over E2.5
billion from 2017, with marginal growth in
exports. A year-on-year comparison shows
that exports increased by 1.8 per cent, from
E23.913 billion in 2017 to E24.345 billion in
2018, completely out paced by the increase
of 11.8 per cent in imports, valued at
E23.956 billion during the year.
An in-depth look into trends on the export side
shows that miscellaneous edibles maintained
its position as the country’s leading export,
making up 50.2 per cent of total earnings
for 2018. Earnings from the exports of
miscellaneous edibles, however, were lower
by 2.9 per cent in the year, totalling E12.203
billion. Although lower than those of 2017,
the exports were not gravely affected by
macroeconomic pressures facing the SADC
region. Earnings from sugar and sugar
confectionery exports were valued at E5.043
billion, reflecting a year-on-year increase of
6.8 per cent. Among the major exports for

Figure 5: Current Account

Source: Central Bank of Eswatini
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Eswatini were exports of textile and textile
apparel, which were E3.098 billion in 2018
increasing by 3.1 per cent during the year.
Following the re-instatement of AGOA there
is an expectation that there will be growth
in this export category as the interest of
companies to exploit the American market
intensifies. Proceeds from wood and wood
article grew during the year, amounting to
E1.389 billion, portraying a year-on-year
increase of 5 per cent compared to proceeds
from the previous year.
Analysis of imports indicate that imports
of energy products (which encapsulates
electricity and fuel) took a hike in the
review year. Invoices of energy products
increased by 18.5 per cent year-on-year to
E3.835 billion. The importation of nuclear
reactors, boilers and machinery grew by
11.6 per cent year-on-year, recording a bill
of E2.889 billion in 2018. Vehicle imports,
which made up 6.5 per cent of total imports
for Eswatini, were E1.628 billion in the year,
increasing by 6.9 per cent when compared
to 2017. Adding to the increased import
bill were invoices from cereal imports that
continue to grow, with the imports for 2018
doubling from E733 million in 2017 to E1.149
billion in 2018.

4.4

insurance and pension and other business
services as well as manufacturing services
on physical inputs owned by others.
Transport services registered a wider deficit
of E410 million in 2018. Year-on-year, the
deficit grew by 9.3 per cent, influenced by an
increase in transport services outflows that
could not be diluted by the minimal transport
services inflows. Transport services inflows
were E9.6 million for the year, decreasing
by 18.3 per cent when compared to 2017
though remaining higher than the average of
the last 5 years. Outflows increased by 8.5
per cent, posting E419.7 million in the year,
with growth emanating from a hike in air and
other modes of transport services enlisted.
Travel services posted a contracted deficit
of E332.1 million in the review year, half
the shortfall that was registered in the
previous year. Declined travel services
outflows countered by higher travel services
inflows, resulted in the lower deficit for the
year. Travel services inflows increased by 24
per cent to register E211.9 million. These
inflows were boosted by an increased flow
in education related travel services. Travel
services outflows were E543.9 million,
reflective of a 37.2 per cent increase in the
year mainly on account of a decline in health
related travel services.

SERVICES ACCOUNT

The services account posted a deficit of
E2.387 billion in 2018, narrower by 17.2 per
cent from that of 2017. The improvement
was a result of a decrease in services
imports, thereby cushioning the decline in
services exports to record the better deficit.
Services inflows contracted by 42.4 per cent
to record E941 million. The nosedive was
due to significant declines in manufacturing
services on physical inputs owned by others.
There was also a fall in the expansion of
explicitly charged financial services by
the foreign market, thereby hampering
growth in this line. There was a downward
movement in services outflows, with the
country recording outflows of E3.328 billion
in the year, which was 26.6 per cent less than
the previous year. Prompting the decline
was a reduction in the utilisation of travel,
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4.5 PRIMARY INCOME ACCOUNT
In 2018 the primary income account recorded
a surplus of E435.6 million, a significant
turnaround from the E537.9 million deficit
recorded in 2017. The improvement in the
account was due to reduced investment
income outflows resulting in a positive
balance of E781 million. Other primary
income recorded an improved surplus
of E656.5 million while compensation of
employees also recorded a surplus, albeit
lower than the previous year of E311.1
million.
Compensation
of employees’ inflows
amounted to E482.3 million, depicting a 19
per cent year-on-year decline. Outflows in
the same category increased from E150.4

BALANCE OF PAYMENTS

million to E171.2 million, resulting in a lower
surplus in the sub-account. Investment
income logged a net surplus of E781 million
on account of lower outflows of E438.9
million in the year, from E1.265 billion in
the preceding year. Investment income
inflows amounted to E1.220 billion, 8.9 per
cent lower than inflows recorded in 2017.
Interest earnings from portfolio investments
and interest from reserve assets dominated
the inflows recorded in this category.
Other primary income recorded an improved
deficit of E656.5 million in 2018 from the
E1.057 billion observed in 2017. Other
primary income inflows were considerably
lower at E201 million from E509.1 million
in the previous year, While outflows in
the category logged E857.6 million in the
review period, lower than the E1.567 billion
registered in the previous year. Taxes on
products and production are the main
contributors of outflows in other primary
income.

4.6 SECONDARY INCOME
ACCOUNT
The secondary income account recorded a
surplus of E7.132 billion, a decline of 11 per
cent year-on-year compared to the previous
year, mainly on account of the decline in
the country’s share of SACU receipts from
E7.1 billion in 2017/18 to E5.8 billion in
2018/19 fiscal year. The decline in general
Government SACU receipts, resulted in
overall dip in secondary income inflows to
E7.617 billion during 2018, from E8.514
billion in 2017. Outflows in the secondary
income account amounted to E485.6 million,
slightly lower than the outflows in the
previous year.
The surplus in the secondary income account
was also supported by a subsequent surplus
in personal transfers of E1.041 billion,
while other current transfers recorded a
net outflow of E64.6 million in the period
under review. Secondary income outflows
amounted to E485.6 million, a 3.8 per cent
yearly decrease. The recorded outflows
were mainly from social contributions

including non-life insurance, Government
subscriptions to international organisation
and other transfers by non-profit institutions
serving households.

4.7

FINANCIAL ACCOUNT

The financial account shows that during 2018,
the country posted a net outflow amounting to
E5.586 billion, albeit lower compared to the
outflow of E7.628 billion in 2017. The Foreign
Direct Investment (FDI) account recorded a
net inflow of E488.5 million, a turnaround
from the net outflow of E1.619 billion
during the preceding year. The FDI account
recorded a E151.9 million decline in foreign
assets, a complete shift from the E872.5
million increase during 2017. The liabilities
side of FDI (inward FDI) performed better
during the period, recording a net inflow of
E336.6 million during the year after posting
a decrease of E746.3 million in the previous
year. The improvement in this aspect of FDI
was on account of increase posted in debt
instrument liabilities extended to resident
foreign direct investment enterprises, during
the period. This component of FDI saw an
increase of E573.9 million from a decrease of
E1.369 billion in 2017. The foreign portfolio
investment account posted a net inflow of
E55.6 million in foreign assets acquired in
2018 after registering a net E81.5 million
increase in assets acquired in the preceding
year.
The net outflow in the ‘other investment’
account accelerated during 2018, recording
a net outflow of E6.741 billion from a net
outflow of E6.483 billion during 2017.
Transactions in investment assets acquired
came in wider at E7.731 billion from E7.043
billion increase previously. Underlying this
performance in investment assets were
trade credits and advances extended by local
entities to their foreign clients during the
period coupled with currency and deposits
held across the border. Foreign liabilities
incurred rose by E989.9 million, buoyed by
net inflows of E548.1 million worth of loans
towards the general Government, alongside
trade credits and advances of E99.6 million
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Figure 6: Financial Account

Source: Central Bank of Eswatini

extended to local entities
suppliers during the period.

by

foreign

asset stocks held by the country as at 31st
December 2017.
The country’s stock of financial assets at the
close of year amounted to E34.078 billion,
having declined by 5.2 per cent when
compared to the stock of assets recorded at
the end of 2017. Headlining the decline in
the country’s financial assets was an 8 per
cent decline in portfolio investments that
were E15.196 billion at the review time,
accounting for 44.6 per cent of total asset
stocks. Other investment assets amounting
to 31 per cent of total asset stocks, took a 5.2
per cent dip in December 2018, to register
E10.573 billion, on account of currency
and deposits, as well as trade credit and
advances.

4.8 INTERNATIONAL
INVESTMENT POSITION
Analysis of the country’s international
investment position (IIP) indicates that the
country continues to be a net lender to
the rest of the world. The country benefits
from placements made by asset managers
and pension funds outside of the country.
Net asset stocks declined in the year, with
the net asset position as at 31st December
2018, amounting to E10.842 billion, lower
by 25.9 per cent when compared to the net

Table 14: International Investment Position (E’ Million)
Description
Net IIP
Direct investment
Assets (Abroad)
Liabilities (In Eswatini)

Portfolio investment

2014

2015

2016

2017

2018

17 273.2
-6 852.6

19 323.7
-7 816.7

16 727.3
-9 631.4

13 587.6
-9 617.6

10 841.8
-9 739.3

286.1
7 138.7

281.1
8 097.8

1 968.7
11 600.0

1 619.2
11 236.9

1 801.1
11 540.4

14 719.5

16 301.5

17 123.7

18 111.0

15 195.8

Assets
Liabilities

14 719.5
0.0

16 301.5
0.0

17 123.7
108.3

18 111.0
148.0

15 195.8
109.2

Other investment

1 480.5

2 369.6

1 596.2

-1 912.1

-1 013.2

Assets
Liabilities

7 770.4
6 289.9

9 521.5
7 151.9

10 269.4
8 673.2

7 865.9
9 778.0

10 572.8
11 586.0

Reserve assets

7 925.7

8 469.3

7 747.1

7 154.3

6 507.8

Total Assets
Total Liabilities

30 701.8
13 428.6

34 573.5
15 249.7

37 108.8
20 381.5

34 750.4
21 162.8

34 077.5
23 235.7

17 273.2

19 323.7

16 727.3

13 587.6

10 841.8

Net IIP
Source: Central Bank of Eswatini
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Figure 7: Foreign Direct Investment Components 2018

Source: Central Bank of Eswatini

Outward direct investment
stocks were E1.801 billion
at the end of 2018, having
increased by 19.8 per cent
from the end of 2017. The
increase was on account
of a tripling in equity and
investment fund shares, which
were E96.5 million at the end
of 2017 and jumped to E402
million by the end of 2018.
Reserve asset stocks which

were E6.508 billion as at 31st
December 2018, have been
on a downward trajectory
since 2016, declining by a
further year-on-year 7.9 per
cent in 2018.
The
country’s
financial
liabilities stock was E23.236
billion, 8.9 per cent higher
at the end of 2018 compared
to end 2017, feeding from an

18.3 per cent increase in other
investment liabilities. Inward
direct investment stocks grew
by 1.8 per cent to E11.54
billion in 2018, benefitting
from reinvestment of profits
by
companies,
whereas
greenfield
investment
continued to wan in the
country. Other investment
liabilities stocks were E11.586
billion, up from E9.791
billion the preceding year.
The increase was influenced
by a 20.5 per cent increase
in the public external debt
position. Trade credits and
advances stocks at the end
of 2018 were E1.369 billion,
reflecting a 12.9 per cent
rise when compared to the
same period in the preceding
year. SDR holdings made a
contribution of E966.7 million
to financial liabilities stocks,
higher by a year-on-year 14.6
per cent.
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MONETARY DEVELOPMENTS

5.1 OVERVIEW
Over the year ended March 2019, monetary
conditions remained supportive of domestic
economic activity. The Bank maintained a
stable monetary policy stance by keeping
the discount rate unchanged throughout
the year, as inflation remained relatively
subdued. Accordingly, the discount rate
stood at 6.75 per cent and the banks’ prime
lending rate at 10.25 per cent up to March
2019. Further, the local discount rate and
the South African repo rate converged at par
since November 2018 thus eliminating the 25
basis points differential that existed during
the first seven months of the year under
review. The convergence occurred when the
South African Reserve Bank (SARB) increased
the repo rate while the local rate remained
steady.
The structure of deposit interest rates also
mirrored the steady monetary policy stance
pursued by the Bank. However, due to a slight
increase in South Africa’s interest rates, the
differential between the two countries’
short and long-term deposit rates widened
further. Though local Treasury Bills’ rates
continued to decline, they remained above
those of South Africa, as the Government
continued with its programme of developing
the market. Growth in credit extended to
the private sector decelerated somewhat
from the double-digit rate recorded in the
past year to single digit. The growth was
supported by increased demand for credit
towards ‘businesses’ and ‘other sectors’
(namely ‘other financial corporations’). The
accelerated growth in credit to businesses is
a positive development as this sector drives
domestic economic growth. However, the
increase in credit was partly weighed down
by a fall in credit to local Governments,
public enterprises and to a lesser extent
households.
Over the year ended March 2019, net foreign
assets declined markedly, representing a
switch from the expansion registered the
previous year. The fall was discernible in
both net foreign assets of the official sector
and other depository corporations. Net

foreign assets of the official sector were
negatively affected by the fall in SACU
receipts for the fiscal year 2018-19. On
the other hand, net foreign assets of other
depository corporations declined due to a
fall in banks’ investments abroad. Consistent
with the contraction in net foreign assets,
external reserves also fell due to sale of
foreign currency to commercial banks,
fluctuations of the exchange rate, as well
as general Government operations including
external debt service. The import cover of
the reserves thus plummeted substantially
to levels below the internationally
recommended three months threshold, since
December 2018.
In line with the notable fall in net foreign
assets, broad money supply (M2) growth,
decelerated from the double-digit levels
reached in the past year to single digit. Both
narrow and quasi money supply recorded
lower growth rates compared to the
previous year. Quasi money supply, which
signifies depositors’ propensity to hoard
money for investment purposes, increased
by a comparatively lower rate than narrow
money supply, which represents depositors’
propensity to hoard money for transaction
purposes. Domestic liquid assets of the
banking system grew consistently over the
year ended March 2019. This was attributed
to a rise in banks’ holdings of Government
securities as well as holdings at the Central
Bank.

5.2 INTEREST RATES
Consequent to the Bank’s pursuit of a stable
monetary policy stance over the year under
review, interest rates were left unaltered
throughout the year ended March 2019.
Therefore, the policy (discount) rate stood
at 6.75 per cent up to the end of year. The
banks’ prime lending rate also remained at
10.25 per cent up to March 2019.
Similarly, deposit interest rates were
unchanged throughout the review period.
Shorter-term deposit rates represented by
the average 31-days deposit rates remained
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at 2.24 per cent. Within this category
however, the differential between the local
rate and the RSA rate widened by 33 basis
points, from 4.32 per cent the previous
year to 4.65 per cent at the end of March
2019. The average 12-month deposit rate,
representing longer-term deposit rates stood
at 4.59 per cent up to the end of March 2019.
The differential between the local and RSA
rates also widened by 48 basis points from
2.74 per cent in March 2018 to 3.22 per cent
in March 2019.
Average treasury-bill rates on the contrary,
fell slightly by 5 basis points from 7.79
per cent in March 2018, to 7.74 per cent
by March 2019, but continued to be higher
than the RSA average rate. This was in
line with the Government’s endeavour to
offer competitively priced securities in a
bid to develop the local capital market,
whilst managing the interest cost impact.
The differential between the local and RSA
Treasury-Bills rates therefore narrowed from
89 basis points to 61 basis points over the year.
Remuneration for smaller savers remained
the same as average savings deposit rates
stood at 3.08 per cent throughout the year
under review.

5.3 STATUTORY RESERVE &
LIQUIDITY REQUIREMENTS
Throughout the twelve months ended March
2019, the liquidity and reserve requirements
for commercial banks were unaltered. The
liquidity requirement remained at 25 per
cent of domestic liabilities for all banks and
at 22 per cent for the Eswatini Bank. The
reserve requirement also stood at 6 per cent.
Collectively, the banks prudently adhered
to both statutory requirements and further
amassed surplus balances. Over the year to
March 2019, the reserve requirement ratio
ranged between 6.4 and 6.6 per cent. The
liquidity ratio, on the other hand, ranged
from 26.3 to 31.9 per cent over the year.
The reserve holdings of the banks increased
by 3.7 per cent over the year to E963 million
at the end of March 2019. Surplus reserves
amounted to E74.2 million, depicting 2.7
per cent growth from the previous year.
Domestic liquid assets of the banks also
expanded by 16.1 per cent from the previous
year to reach E5 billion at the end of March
2019. The increase was ascribed to banks’
investment in Government securities as
well as holdings of Central Bank balances.
Subsequently, domestic surplus liquidity
accelerated from E534.3 million in March
2018 to reach E1.2 billion in March 2019.

Table 15: Banks’ Liquidity
Item
Total Liquid Assets
Domestic Liquidity
Foreign Liquidity (Net)
Ratio (%)
Liquidity to Domestic Liabilities
Foreign Liquidity to Domestic Liabilities
Loans to Deposits

Annual Changes (%)

Amount at
End-March
2019 (E’000)

2018/19

2017/18

2016/17

6,414,789
5,041,617
1,373,172
End-March
2019
31.8
8.7
78.4

(0.9)
16.1
(31.9)
End-March
2018
28.1
13.1
81.1

42.2
25.3
101.8
End-March
2017
28.5
8.2
85.9

4.5
17.3
24.2
End-March
2016
26.2
11.7
87.7

Source: Central Bank of Eswatini
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5.4

DEPOSITORY CORPORATIONS SURVEY

Figure 8: Net Foreign Assets & Gross Official Reserves

Source: Central Bank of Eswatini

5.4.1 Net Foreign Assets
Net foreign assets dropped by 36.3 per cent
over the year under review to E4.9 billion
in March 2019. This was contrary to the 6.4
per cent growth registered in the previous
year. The net foreign assets were suppressed
by both net foreign holdings of the banking
system and net foreign assets of the official
sector. Net foreign assets of the banking
sector fell notably by 37.8 per cent over the
year to reach E1.3 billion. This was largely
attributed to banks’ disinvestment within
the region and abroad.
Net official assets on the other hand
contracted by 35.7 per cent to reach E3.6
billion compared to a fall of 9.5 per cent
recorded in the previous year. Almost
correspondingly, gross official reserves
declined by 31.6 per cent over the year to
E4.5 billion; worse than the decline of 9.8
per cent recorded in the previous year.

The worsening position of the reserves was
largely due to increased demand for Rands
by commercial banks combined with lower
SACU receipts at E5.8 billion during the fiscal
year 2018-2019 compared to E7.1 billion
during the year 2017-2018. However, SACU
receipts for 2019-20 are estimated to pick
up slightly to E6.3 billion.
In terms of estimated imports of goods and
services, the reserves were sufficient to
cover 2 months in March 2019, remarkably
below the 3 months threshold and also lower
than the 3.2 months covered in the previous
year.
5.4.2 Domestic Claims (Net)
Net domestic claims increased by 24.1 per
cent over the year to reach E18.5 billion
at the end of March 2019. The growth was
underpinned by a notable rise in other
depository corporations’ net claims on
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Government combined with
growth in credit extended to
the private sector. Net claims
on Government accelerated
by 226.2 per cent to close at
E2.3 billion, as Government
increased borrowing and drew
down deposits to finance
operations.
Credit extended to the private
sector expanded by 8 per
cent year-on-year to reach
E15 billion at the end of
March 2019; reflecting lower
growth than the 11.2 per cent
recorded the previous year.
The increase was discernible
in credit to businesses and
the
‘other’
(unclassified)
sector
(comprising
other
financial corporations, local
Government
and
public
enterprises) while credit to
the household sector fell.

enterprises respectively.

Credit extended to the business
sector increased significantly
by a double-digit, 15.6 per
cent, to E6.8 billion at the end
of March 2019 compared to
single-digit growth of 3.3 per
cent recorded in the previous
year. The increase was
observed in all the subsectors;
‘manufacturing’, ‘mining &
quarrying’,
‘construction’,
‘real estate’, ‘distribution &
tourism’ and ‘agriculture &
forestry’ sectors. Credit to
the ‘other sector’ went up by
9.9 per cent over the year to
reach E2.2 billion. The rise
was depicted in credit to
other financial corporations
by 19.9 per cent. Partially
offsetting the increase in
credit to ‘other sectors’ was
a fall of 67.2 per cent, and
7.7 per cent in credit to the
local Government and public

Credit extended to the
household sector declined
slightly by 0.1 per cent to E5.9
billion, a turnaround from the
3.7 per cent increase reflected
the previous year. Within
the household sector, motor
vehicle finance contracted by
3.9 per cent, representing an
improvement from the 20.6
per cent fall recorded in the
past year. Housing finance,
which constitutes the largest
share of household credit,
recorded a decline of 1.7 per
cent compared to a rise of
6.7 per cent in the previous
year. Credit to other personal
(unsecured) loans on the other
hand, increased by 5.2 per
cent; lower than the rise of
20.1 per cent recorded in the
past year.

Table 16: Total Claims on Other Sectors (Private Sector) by Category of Borrower
Amount at
End-March
2019 (E’000)

Sector
Total
Other Non-Financial Corporations
(Businesses)
Other Resident Sectors (Households & NPISH)
Other Financial Corporations
Public Enterprises
Local Government

Annual Changes (%)
2018/19

2017/18

2016/17

14,955,987
6,825,178

8.0
15.6

11.2
3.3

7.0
14.2

5,936,058
1,642,746
536,741
15,264

(0.1)
19.9
(7.7)
(67.2)

3.7
114.3
89.3
(30.7)

4.7
6.1
7.4
(15.9)

Source: Central Bank of Eswatini

Table 17: Business: Loans and Advances by Type of Industry
Sector
Total
Agriculture & Forestry
Mining & Quarrying
Manufacturing
Construction
Distribution & Tourism
Transport & Communication
Community, Social & Personal Services
Real Estate
Other

Amount at
End-March
2019 (E’000)
6,825,178
836,694
123,013
355,910
404,650
1,880,626
651,349
720,104
1,165,421
687,409

Source: Central Bank of Eswatini
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Annual Changes (%)
2018/19
15.6
10.0
19.9
34.1
13.2
11.8
4.0
7.3
13.0
68.4

2017/18
3.3
6.0
66.1
(10.7)
(14.9)
39.7
29.2
5.7
(21.7)
(16.2)

2016/17
14.2
24.8
(3.3)
(44.1)
13.3
43.8
4.3
23.0
8.8
34.6
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Figure 9: Private Sector Loans and Deposits

Source: Central Bank of Eswatini

Figure 10: Loans by Type of Business

Source: Central Bank of Eswatini
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5.4.3 Money
At E16.9 billion at the end
of March 2019, broad money
supply (M2) growth weakened
over the year from 14.7 per
cent in March 2018 to 2.8
per cent in March 2019.
The growth in broad money
supply was reflected in both
narrow and quasi money
supply. Narrow money supply
increased by 6.8 per cent to E6
billion as Emalangeni outside
depository
corporations
accelerated by 31.5 per
cent to E701.5 million and
transferable
(demand)

deposits went up by 4.2 per
cent to E5.3 billion. Quasi
money supply increased by a
comparatively lower 0.7 per
cent to reach E10.9 billion.
The rise was attributed to
growth of 12.5 per cent in
savings deposits to reach E1.8
billion while time (interest
earning) deposits declined by
1.3 per cent to E9.1 billion.
Other depository corporations’
deposits totalled E17 billion
at the end of March 2019,
depicting growth of 4.7
per cent from the previous
year. When classified by
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ownership, business deposits
(constituting
the
largest
share of deposits) increased
by 3.1 per cent from the
previous year to reach E8.7
billion. Deposits by the other
resident sector (households
and NPISH), constituting
the second largest share of
deposits, improved by 4.4
per cent to E4.8 billion.
However, deposits by the
local Government, other
financial corporations and
public enterprises fell by 0.9
per cent to E2.8 billion.

MONETARY DEVELOPMENTS

Figure 11: Money Supply

Source: Central Bank of Eswatini

Figure 12: Money Supply Annual Changes
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Source: Central Bank of Eswatini

Table 18: Ownership of Deposits with Other Depository Corporations in Eswatini
Sector
Central Government
Local Govt.,Public Enterprises & Private
Financial Corps.
Other Resident Sectors(Households & NPISH)
Other Non-Financial Corporations(Businesses)
Total

Amount at
End-March
2019 (E’000)

Annual Changes (%)
2018/19

2017/18

2016/17

728,408
2,814,112

4.3
16.5

83.2
(0.9)

5.2
4.8

4,790,422
8,677,630
17,010,572

28.2
51.0
100.0

4.4
3.1
4.7

1.2
38.3
17.5

Source: Central Bank of Eswatini
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PUBLIC FINANCE

6.1 INTRODUCTION
The 2018/19 Budget was delivered under a
challenging fiscal position, with the public
sector having grown at a much faster pace
over the years, stifling the economy whilst
compromising growth and employment
creation. The large size of Government
increased the wage bill, and limited the
space for social and infrastructure spending.
Widening deficits, which had no financing
exerted pressures on the domestic economy,
as Government spending outpaced its ability
to raise revenues. This resulted in cash flow
challenges and accumulation of arrears.
In the wake of these challenges, Government
initiated some fiscal consolidation measures
in order to restore sustainability and
macroeconomic stability, whilst unlocking
the country’s potential to place growth on
a higher trajectory. Therefore, the budget
strategy for 2018/19 was reducing the
wage bill, rationalising spending as well
as prioritising growth enhancing capital
spending.

6.2 OVERALL BUDGETARY
PERFORMANCE - 2018/19
The budget estimates for 2018/19 were set
at E17.15 billion for total revenue ‘‘With
Policy Changes”, and E21.619 billion total
expenditure excluding debt redemption.
Appropriated recurrent expenditure was
estimated at E14.851 billion, statutory
expenditure at E1.171 billion and capital
expenditure at E5.597 billion.
6.2.1 Revenue
Preliminary estimates of revenue indicate
that Government was able to collect E15.794
billion in taxes and fees, and received E455
million in grants. This totals up to E16.249
billion in revenues. This revenue is short by
E901 million from the E17.15 billion budget
“With Policy Changes”.
6.2.2 Expenditure
Preliminary
estimates
indicate
that
Government spent E19.839 billion in 2018/19.
Statutory expenditure is estimated at E1.765
billion, which is E595 million above the
budget, and investment spending totalled
E3.145 billion. Investment expenditure
underspent by E2.453 billion. The significant
under expenditure in capital (44 per cent)

Figure13: Comparative Budget Summary

Source: Ministry of Finance 1st April 2019 to 31st March 2022
Budget Estimates
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can be explained by Government’s decision
to freeze some projects, in the wake of the
cash flow problems.
In the 2018/19 financial year, the budget
deficit is estimated at 5.5 per cent of GDP,
that is equivalent to E3.590 billion, increasing
from 4.6 per cent of GDP in 2017/18. This
figure however, could be higher if arrears are
factored in.

6.3 2019/20 GOVERNMENT
BUDGET REVIEW AND ANALYSIS
The 2019/20 financial cycle is also marred
by fiscal challenges as Government struggled
to deal with the cash flow problems. Arrears
continued to accumulate with suppliers not
being paid for services rendered to the State.
The financial year began with the
introduction of a new Government. His
Majesty King Mswati 111 opened the 11th
Parliament with a Command to Government,
to focus on the country’s resources in order
to turn around the fiscal difficulties, and
improve the sluggish growth of the economy.
In His Speech, His Majesty identified five (5)
thematic arears as the ones that will drive
the economy to recovery, which are:
On that, Government developed a strategy,
The Kingdom of Eswatini Strategic Road Map
2018 – 2023, which will guide the recovery
plan. The strategy identified five key sectors
of the economy as key growth sectors. These
are:
•
•
•
•
•

Five key priority Actions were developed in
order to drive the recovery plan in the key
sectors mentioned above. They are:
•
•
•
•
•

Agriculture
Energy
ICT & Education
Manufacturing & agro processing
Tourism.

The Budget proposed for 2019/20 is E18.858
billion in total revenue and E21.832 billion
total expenditure. 6
•
•
•
•
•

Improving the ease of doing business
Enforcing fiscal prudence
Building infrastructure capacity
Delivering social impact
Building a culture of service
excellence.

.
6.3.1 Revenue
Total Government revenue is currently
dominated by the Southern Africa Customs
Union (SACU), followed by VAT, Pay As You
Earn, Other (Fees and Fines), company tax
and fuel tax.

Figure 14: Government Revenue Major
Components 2019/20

ICT
Education
Energy and Mining
Tourism
Manufacturing and Agro Processing

Source: Ministry of Finance 1st April 2019 to 31st March 2022
Budget Estimates
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6.3.2 Expenditure
Government expenditure is budgeted at
E21.832 billion with recurrent expenditure
at E16.065 billion and capital expenditure
at E5.767 billion. Overall expenditure is
dominated by recurrent expenses, with
investment claiming a significantly small
share of 26 per cent.
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PUBLIC DEBT

7.1 OVERVIEW

Figure 15: Total Public Debt

Source: Ministry of Finance & Central Bank of Eswatini

Preliminary figures indicate that total public
debt stock was recorded at E17.6 billion, an
equivalent of 26.7 per cent of GDP at end
of March 2019. This reflects an increase of
35.4 per cent from the revised figure of E13
billion recorded in March 2018. The surge is
mainly attributed to continued issuance of
Government securities.
Even though Eswatini’s debt levels are low,
the challenge faced is the growth rate of
public debt. As such, one of the immediate
goals of the Government as stipulated in
The Kingdom of Eswatini Strategic Roadmap
2018-2023 is to bring public debt and
arrears’ accumulation to sustainable levels.
Government has further committed itself to
keep total public debt below 35 per cent of
GDP.
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7.2 PUBLIC EXTERNAL DEBT
Table 19: Public External Debt By Holder Category (E’ Million)
Item
Foreign Governments
Multilateral Organisations
Private Lenders
Total

2016/17
966.2
3,271.4
978.5
5,216.1

2017/8
960.4
3,157.1
1,218.8
5,336.3

2018/19
1,113.1
3,938.2
2,006.7
7,058.0

Source: Ministry of Finance & Central Bank of Eswatini

Public sector external debt surged to E7.1
billion in March 2019, from the revised
figure of E5.3 billion recorded at end of
March 2018. The major driver for this
increase was the depreciation of the local
currency against the USD and other major
currencies in which the country’s external

liabilities are denominated during the
period. The Lilangeni closed the year at
E14.3888 to the USD from E11.7885 in March
2018. Also contributing to the increase were
disbursements for ongoing Government
projects during the year.

7.2.1 Debt Service
Total public external debt service amounted to E582.3 million in 2018/19 from E313.9 million
the previous financial year. The debt service comprised E389.1 million in principal repayments
and E193.2 million in interest payments. External debt service to exports of goods and services
and external debt stock to exports of goods and services were recorded at 1.7 per cent and
26.9 per cent, respectively, indicating marginal increases from the previous financial year.
7.2.2 Disbursements
Drawdowns of loans for ongoing Government
projects were recorded at E552.2 million for
the 2018/19 financial year. The drawdowns
were made from the following institutions:

• ABU-DHABI for Manzini - Mbadlane Highway;
• African Development Bank for Water
Supply Project, Manzini – Mbadlane
Highway
and
LUSIP
II
Project;
• EXIM ROC for ICC and Five Star Hotel,

7.3 PUBLIC DOMESTIC DEBT

• OFID for Manzini - Mbadlane Highway.

7.3.1 Domestic Debt Market
Developments

Notes and Private Placements and a Statutory
Advance from the Central Bank of Eswatini.
The increase in domestic debt was mainly
driven by Government’s financing needs.
During the period, Government accessed its
line of credit facility with the Central Bank
amounting to E1.66 billion. The facility is
set to mature at the end of the first half of
2019/20.

Domestic debt stood at E10.5 billion at the
end of March 2019, an equivalent of 16.02
per cent of GDP. Domestic debt stock has
increased by 36.8 per cent when compared
to E7.7 billion recorded at the end of March
2018. The domestic debt portfolio comprises
Treasury Bills, Treasury Bonds, Promissory

Page | 62 - Annual Economic Review Report 2018/19

PUBLIC DEBT

Table 20: Domestic Debt Portfolio by Holder as at 31st March 2019 (E’ Million)
Item
CBE
Commercial Banks
NBFIs
Other

Treasury Bills

Government
Bonds

Promissory
Notes

CBE Advance

1,293.59
861.19
3,822.82
202.47
6,180.08

0
0
0
110.00
110.00

1,660.00
0
0
0
1,660.00

2.68
1,775.55
684.86
124.64
2,587.73

Share of
Holdings (%)

Total
2,956.27
2,636.74
4,507.69
437.11
10,537.81

28
25
43
4
100.00

Source: Central Bank of Eswatini

Table 21: Domestic Debt Portfolio by Holder as at 31st March 2018 (E’ Million)
Item
CBE
Commercial Banks
NBFIs
Other

Treasury Bills

Government
Bonds

Promissory
Notes

CBE Advance

0.92
856.80
2,643.33
194.81
3,695.86

0
0
0
351.57
351.57

1,292.55
0
0
0
1,292.55

2.40
1,574.06
671.65
115.93
2,364.04

Share of
Holdings (%)

Total
1,295.87
2,430.86
3,314.98
662.31
7,704.02

17
32
43
9
100.00

Source: Central Bank of Eswatini

7.3.2 Treasury Bills Portfolio
Treasury
Bills
issuances
continued in 2018/19 fiscal
year and the proceeds were
used to finance Government
general expenditure. Total
Treasury Bills outstanding at
the end of fiscal year 2018/19
stood at E2.587 billion marking
an increase by over 9.46
per cent from E2.364 billion
recorded in fiscal period
2017/18. This was mainly
driven by strong demand for
Government treasury bills on
the longer end of the curve.
Treasury Bills holdings by

tenure increased for 182, 273
and 364 days Papers, in line
with improved interest for
longer-term tenures. The 364
days Paper had the highest
proportionate
increase
from 18 per cent to 22 per
cent. The 91 days holding
decreased from 31 per cent
recorded in previous year to
25 per cent in 2018/19.

cent. The 364 days Paper also
posted a strong subscription
ratio of 148 per cent and an
equally impressive allotment
ratio of 103 per cent. The
demand for the 91 days
Paper wilted as indicated by
subscription ratios below 100
per cent.

The 182 days Paper recorded
the highest bid to cover ratio,
which signalled a stronger
demand for this Paper as seen
with a corresponding higher
allotment ratio of 109 per

Table 22: Treasury Bills Portfolio by Tenure as at 31st March 2019
PERIOD

91 Days T-Bills

182 Days
T-Bills

273 Days
T-Bills

364 DAYS
T-Bills

TOTAL

NOMINAL
Mar-18
Mar-19

738,870,000
652,260,000

497,290,100
622,540,000

706,880,000
735,330,000

421,000,000
577,590,000

2,364,040,100
2,587,720,000

PERCENTAGE
Mar-18
Mar-19

31%
25%

21%
24%

30%
28%

18%
22%

100%
100%

Source: Central Bank of Eswatini
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Table 23: Treasury Bills Auction Performance 2018/19
Tenor

E’ Million
Amount Offered

91 days paper
182 days paper
273 days paper
364 days paper

Bids
Received

3,120
1,040
1,040
600
5,800

2,830.69
1,596.07
1,382.48
902.69
6,712

Percent (%)
Bids Alloted

BTCR

2,600.91
1,141.50
995.44
621.82
5,360

AR

92
153
132
148
131

84
109
97
103
98

Source: Central Bank of Eswatini
Note
: BTCR – Bid-to-Cover Ratio measured by bids received divided by amount offered
: AR – Allotment ratio; measured by bids allotted divide by amount offered

7.3.3 Treasury Bonds Portfolio
At the end of March 2019, the total Government Treasury Bonds portfolio stood at E6.18 billion.
Treasury Bonds listed on the Eswatini Stock Exchange (ESE) make up 77 per cent of the total
bonds portfolio.
Private Placement consists mainly of Suppliers Medium-Term Notes ranging from twelve
(12) to sixty (60) months and are used to finance Government arrears to domestic suppliers.
Total outstanding Private Placement as at the end of March 2019 amounted to E1.4 billion,
representing 27 per cent of the bond portfolio. Bonds outstanding under the Suppliers Note
Programme amounted to E1.2 billion and the remaining E210 million under the plain vanilla
programme.
Table 24: Treasury Bonds Portfolio
Maturity
3 Year
5 Year
6 Year
7 Year
8 Year
9 Year
10 Year
Total

E’ Million
247.23
1,128.72
40.00
1,334.28
333.84
54.40
1,635.61
4,774.08

Table 25: Private Placement Portfolio

% of total
5.2
23.6
0.8
27.9
7.0
1.1
34.3
100.0%

Source: Central Bank of Eswatini

Maturity

E’ Million

6 Months
12 Months
18 Months
24 Months
36 Months
48 Months
60 Months
72 Months
84 Months
Total
Source: Central Bank of Eswatini
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250
280
100
208
383
35
80
50
20
1,406

% of total
17.8
19.9
7.1
14.8
27.2
2.5
5.7
3.6
1.4
100.0%
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7.3.4 Years to Maturity
Table 26 provides a summary
of remaining years to maturity
of the various Government
debt instruments. These
bonds were initially issued
with various maturity periods
but are represented to show

the remaining periods to
maturity. About 43 per cent
of the outstanding bonds are
due to mature in the next
three years. Plain Vanilla
bonds account for about 53
per cent maturities within
the three-year period. About
87 per cent of the suppliers

bonds are scheduled to
mature within the next three
years (Table 27).

Table 26: Treasury Bonds Outstanding by Remaining Years to Maturity
YEARS TO MATURITY
MATURITY IN
YEARS
>0-3 Years
>3-5 Years
>5-7 Years
>7-10 Years

Plain Vanilla
1,383
999
808
982
4,173

Suppliers
Bond

Million(s)
Private
Placement

1,041
85
70
0
1,196

210
0
0
0
210

Infrastructure
Bonds
0
42
262.02
297
601

GRAND
TOTAL

Percentage

2,634
1,127
1,141
1,278
6,180

43
18
18
21
100

Source: Central Bank of Eswatini

7.4 2018/19 MEDIUM TO LONG
TERM AUCTION PERFORMANCE
7.4.1 Government Bond Auction Performance
During the financial year 2018/19, the
Bank carried out public auctions under the
Plain vanilla and the Infrastructure Bonds’
Issuance programmes listed on the Eswatini
Stock Exchange. In line with the official
Government bonds auction Calendar, an
amount of E1.05 billion was offered to the
market. An amount of E600 million was
offered in plain vanilla, and the rest targeted
for infrastructure related bonds. For the
Government medium to long-term debt
issuances, the bid to cover ratio averaged
around 119.8 per cent and 57 per cent under
the Plain Vanilla Bond Programme and the
Infrastructure Bond Programme respectively.
In the former, an amount of E489.56 million
was raised out of the planned E600 million,
signalling 82 per cent allotment subscription
rate, while a poor 34 per cent allotment rate
was observed on the Infrastructure Bonds
issuances. The auctions raised E151.82

million out of the scheduled E450 million.
There were two unsuccessful auctions in
both of the issuance programmes due to
unfavourable pricing. In the same period,
two private placements were undertaken
under the Plain Vanilla Bonds Issuance
Programme, raising E160 million.

7.4.2 Suppliers Medium Term Notes
Private placement issuances under the
Suppliers Bond Programme was very active
in the period under review. A total E1.271
billion was raised in the financial year
through these issuances which explains
the under performance of the Calendar
issuances.
7.4.3 Promissory Notes
Government discontinued the Promissory
Notes Issuance Programme, resulting in the
outstanding amount as at end of 2018/19
financial year standing at E110 million, from
E352 million at the end of 2017/18.
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Table 27: Government Bond Auction Performance 2018/19
Bond Code
SG018_REOPENING
SG031_REOPENING
SG027_REOPENING2
SG033
SG034
SG035
SG036
SG033-Reopening
SG034-Reopening
SG035-Reopening
SG033-Reopening2
SG034-Reopening2
SG035-Reopening2
SG036 Reopening
SG039
SG040
SG041
SG042
Total

Issue Date
Apr-18
Apr-18
Apr-18
Jun-18
Jun-18
Jun-18
Aug-18
Aug-18
Aug-18
Aug-18
Nov-18
Nov-18
Nov-18
Nov-18
Jan-19
Jan-19
Jan-19
Jan-19

SGIFB005
SGIFB006
Total

May-18
Sep-18

SGIFB004 Reopening

Mar-19

SG037
SG038
Total
Grand Total

Nov-18
Dec-18

Fixed Coupon Bonds-Plain Vanilla
Issuance
Weighted
Amount
Average
(E’ Million)
Yield (%)

Coupon
Rate (%)

9.25
10.00
10.75
9.25
9.75
10.25
9.00
9.25
9.75
10.25
9.25
9.75
10.25
9.00
9.10
9.40
9.85
10.25

300
400
592.548
95.15
18
16.69
45
60
50
50.07
43.1
53
39.41
0
2.23
3.01
3
10.9
1,782.11

Average Bid to
Cover Ratio

10.005
10.35
10.75
9.521
11
11.5
9.314
9.749
10.892
11.462
10,265
11.038
11.474
0
9.75
10.25
10.75
10.5

1.08
1.10
1.06
3.45
0.70
0.50
1.80
2.00
1.50
1.50
1.33
1.58
1.24
0.00
0.57
0.55
0.50
0.52

Fixed Coupon Bonds-Infrastructure
9.75
111.82
10.573
9.50
40.00
9.650
151.82
Floating Coupon Bonds-Infrastructure
Prime Minus
50 bsp
Private Placement
8.75
100
9.00
60
160
2 093.93

Term to
Maturity

0.75
0.27

-

8.75
9.00

10
7
10
5
7
10
3
5
7
10
5
7
10
0
3
5
7
10

-

1.00
1.00

Source: Central Bank of Eswatini

7.4.4 Central Bank Advance to Government
An advance by the Bank to the Government
amounting to E1.293 billion and outstanding
at the end of the financial year 2017/18 was
securitised at the beginning of the 2018/2019
financial year, into three securities ranging
between 5, 7, and 10 years tenures. This
was implemented through the reopening of
already existing Government bonds namely,
SG018 with E400 million, SG027 with E592.548
million and SG031 with E300 million. In
accordance with the Central Bank Order of
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8
6

1974, the Bank further issued an advance
amounting to E1.66 billion to Government in
the current financial year in three different
tranches of 6 months maturities.

-

1.5
3
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7.4.5 Bonds Maturity Profile
Government Bonds Maturity Profile includes Listed Bonds and Private Placements. The maturity
profile of debt is a key component of the sustainability of Government debt. The objective is
to manage cash flow demands at any period within acceptable limits. Upcoming issuances are
planned in consideration of not only the cost implications but also the concentration or volume
of Government commitments within any fiscal period.
Figure 16: Bonds Maturity Profile

Source: Central Bank of Eswatini

7.5 GOVERNMENT BONDS ISSUANCE PLAN
FOR 2019/20
Government tabled a fully
financed budget for the
2019/20 financial year. Part
of the Government revenue
to finance the budget is
sourcing funds in the local
domestic market hence the
publication of the 2019/20
bonds issuance Calendar, to
keep investors abreast with
the planned issuances. The
Calendar specifically states
that the Government intends
to raise funds amounting to E1
billion of which E700 million
is to be raised under the Plain

Vanilla Bond Programme with
the issuance of benchmark
bonds of tenures 3, 5, 7 and 10
years. The first three multiple
bond issuances will be the
reopening of the benchmark
bonds issued in the last quarter
of the 2018/19. New bonds will
be issued in the last quarter of
the 2019/20 financial year. The
remaining E300 million will be
raised under the Infrastructure
Bond Programme in three
issuances with each offering
E100 million in the market.
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Table 28: 2019/20 Issuance Calendar; Plain Vanilla Bond Issuance Programme
Quarter

Term To
Maturity

Month

Issue Type

Infrastructure
Bond

Amount

Coupon
Payment

Coupon
Payment

Jul/Jan
Jul/Jan
Jul/Jan
Jul/Jan

Jan-2022
Jan-2024
Jan-2026
Jan-2029

Apr-19
Q1

May-19

3 - Year
5 - Year
7 - Year
10 - Year

SG039-Reopening
SG040-Reopening
SG041-Reopening
SG042-Reopening

7
2
4
6
9

- Year
- Year
- Year
- Year
- Year

SGIFB007-New
SG039-Reopening
SG040-Reopening
SG041-Reopening
SG042-Reopening

30,000,000.00
40,000,000.00
40,000,000.00
50,000,000.00

Jan/Jul
Jul/Jan
Jul/Jan
Jul/Jan
Jul/Jan

Jul-26
Jan-2022
Jan-2024
Jan-2026
Jan-2029

2
4
6
9

- Year
- Year
- Year
- Year

SG039-Reopening
SG040-Reopening
SG041-Reopening
SG042-Reopening

160 000 000.00 100 000 000.00
30,000,000.00
40,000,000.00
40,000,000.00
50,000,000.00

Jul/Jan
Jul/Jan
Jul/Jan
Jul/Jan

Jan-2022
Jan-2024
Jan-2026
Jan-2029

100 000 000.00

Mar/Sep

Sep-24

160 000 000.00 100 000 000.00
30,000,000.00
40,000,000.00
40,000,000.00
50,000,000.00

Jul/Jan
Jul/Jan
Jul/Jan
Jul/Jan

Jan-2023
Jan-2025
Jan-2027
Jan-2030

Jan/Jul

Jul-26

100,000,000.00
40,000,000.00
30,000,000.00
50,000,000.00

Jun-19
Total Q1

220 000 000.00
Jul-19

Q2

Aug-19

100 000 000.00

Sep-19
Total Q2
Oct-19
Q3
Nov-19
Dec-19
Total Q3
Jan-20
Q4

5 - Year
3 - Year
5 - Year
7 - Year
10 - Year

SGIFB006-Reopening
SG047-New
SG048-New
SG049-New
SG050-New

Feb-20
6 - Year

Mar-20

SGIFB007-ReOpening
160 000 000.00 100 000 000.00

Total Q4
TOTAL

2019/20

1 000 000 00.00

The calendar is indicative and the Eswatini Government reserves the right to amend any details
Source: Central Bank of Eswatini

Table 29: 2019/20 Issuance Calendar; Infrastructure Bond Issuance Programme
Quarter
Q1
Q2
Q4

Month
May-18
Sep-18
Mar-19

Bond
SGIFB005
SGIFB006
SGIFB004

Tenure
8 - Year
6 - Year
10 - Year

Source: Central Bank of Eswatini
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Maturity Date
31-May-26
30-Sep-24
31-Mar-28

Issuance
IPO
IPO
Reopening

Amount on Offer
(E’ Million)

150.00
150.00
50.00
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