
 CENTRAL  BANK  OF  SWAZILAND 

 LICENSING  POLICY 

1. POLICY 

 

1.1 The licensing of a financial institution is covered by Section 6 of the Financial 

Institutions Act, 2005 (FIA). 

 

1.2 The purpose of this policy statement is to set forth the analytical framework 

within the Central Bank of Swaziland (CBS) seeks to fulfil its responsibilities to 

determine whether a proposed bank is likely to be operated in a safe and sound 

manner, possesses reasonable prospects for success and can be expected to help 

meet the credit needs of the community. 

 

1.3 This policy statement is also intended to facilitate applicant and public 

understanding in promoting the development of a strong and viable financial 

sector in order to enhance economic growth. 

 

1.4 To promote growth of the financial sector through steady means and thus 

avoiding financial instabilities resulting from a rapid expansion of the number of 

banks and credit institutions. 

 

1.5 To ensure that the country is not over-banked with too many financial 

institutions which may result in unsound banks and credit institutions, nor 

under-banked with too few financial institutions which may result in inadequate 

access to credit or inadequate financial services to the general public. 

 

1.6 CBS has responsibility for maintaining a sound banking system and supervising 

all financial institutions licensed under the FIA, 2005.  It has the power to 

ensure that financial institutions are adequately capitalized and properly 

managed, and that they satisfy appropriate reserves and liquidity requirements. 
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1.7 From time to time, applications are received by the CBS from both foreign 

financial institutions or potential investors and local investors for licences under 

the FIA to operate as full service commercial banks or as credit institutions in 

Swaziland. 

 

1.8 Each application is carefully considered on its merits taking into account the 

likely impact of any new financial institution on the existing domestic financial 

sector and its potential contribution to Swaziland's development. 

 

1.9 CBS does not, however attempt to evaluate the commercial viability of the 

proposed new financial institution, in the belief that the market judgement must 

be made by the investors whose capital is at risk and not by the licensing 

authorities. 

 

1.10 The Central Bank of Swaziland's principal concerns, as spelled out more fully 

below, are to ensure that any new entrant to Swaziland's financial sector should 

be adequately capitalised, well managed, properly supervised, competitive and 

responsive to local needs. 

 

1.11 The CBS also insist that the responsibilities of financial institutions with regard 

to the maintenance and expansion of branch networks, exchange control 

administration and the training and development of citizen staff should be 

shared on an equitable basis by all licensed banks operating in Swaziland. 

 

1.12 While the criteria listed below are more directly applicable to commercial 

banks, they also have relevance to applications for credit institutions, a separate 

class of financial institutions as defined in FIA. 
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1.13 When an application is not approved, the management shall be informed in 

writing.  Where an application is satisfactory, CBS will provide preliminary 

approval to the management containing conditions and procedural requirements 

that the management must fulfilled before final approval for the bank to open 

for business. 

 

2. THE OPERATING PLAN - FUTURE EARNINGS PROSPECTS 

 

2.1 The operating plan is basically a detailed outline of the overall strategy for 

succeeding in the market.  In short, it explains to the Central Bank what 

activities the proposed bank will engage in, how they will be conducted and the 

resources available to the group that will give their plan a reasonable possibility 

of success. 

 

2.2 The operating plan must describe the market area from which the proposed 

bank expects to draw the majority of its business and the type of banking 

products used in that area. 

 

2.3 The plan must also analyse the competition in the market, giving more than just 

bare statistics including strengths and weaknesses of the institutions in the 

market. 

 

2.4 The plan must explain the business strategies the proposed bank will follow to 

capture a share of each product market and projected results. 

 

2.5 The plan should also indicate the expected financial results in the form of pro-

forma Balance Sheet and Profit and Loss Accounts projected over a period of 

three years. 

 

2.6 The Proposed management must discuss the operating plan with the banking 

Supervisory Authorities in person. 
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2.7 The quality of the plan is an indication of the quality of management. 

2.8 Finally, the proposed management must evaluate the community's needs as part 

of the operating plan and demonstrate that it has a strategy for attracting and 

maintaining community support for the new bank. 

 

3. CAPITAL ADEQUACY 

 

3.1 The Capital Adequacy of a financial institution is set out in Section 19 and 20 of 

the FIA, 2005. 

 

3.2 The minimum capital required shall be established by the Central Bank from 

time to time by notice in the Government Gazette having due regard to the 

internationally accepted standards. 

 

3.3 The prescribed minimum required paid up capital for a bank shall be equal to or 

in excess of E15 million net of any organizational expenses that would be 

charged to the bank's capital after it commences business. 

 

3.4 For a financial institution operating as a credit institution, prescribed minimum 

required capital shall be equal to or in excess of E8 million. 

 

3.5 Existing institutions affected by the change in regulation to augment capital shall 

be afforded reasonable time, not exceeding twelve months in which to comply 

with the new requirement. 

 

3.6 The applicant will be required to submit pro-forma financial statements to 

support its capital proposal. The pro-forma financial statements shall be based 

on reasonable assumption for raising capital, both at start-up and for subsequent 

growth. 

 

3.7 The Central Bank may, on its discretion, require a larger sum of capital than the 
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amount stipulated in the legislation. 

 

3.8 The applicant must be able to justify the amount of proposed capital based on 

earning prospects, economic and competitive conditions, experience and 

competence of management, risks inherent in the expected assets and liabilities, 

fixed assets investments, proposed strategies, anticipated expenses and ability of 

directors to raise a large amount of core capital if, for prudential purposes, such 

additional capital were needed in the future. 

 

3.9 In addition to the minimum required capital, the new bank must be able to meet 

the minimum capital requirement of eight percent of the risk weighted assets as 

established by the Basle Committee on Banking Supervision standards in 

Banking Supervision. 

 

4. MANAGEMENT 

 

4.1 Management for this includes principal shareholders, proposed directors and 

executive officers. 

 

4.2 The Licensing Authority must be convinced that the proposed management is 

comprised of people of integrity and responsibility; must be fit and proper 

persons and have appropriate competence and experience in banking. 

 

4.3 The Authority will conduct background investigations on the management and if 

the investigations reveal information that indicates that some members of 

proposed management are not suitable for the position, the Authority may 

require replacement or the licence may be refused. 

 

4.4 As part of investigations, the Authority may contact law enforcement, tax and 

other regulatory authorities to uncover any past illegal or unethical conduct by 

any member of the proposed management. 
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4.5 Personal wealth will not be prerequisite to quality in the management, but the 

results of the credit check must show that the individual has shown a sense of 

financial responsibility in the past. 

 

4.6 The evaluation for the Authority should indicate that the proposed management 

have appropriate experience to operate the proposed bank in a safe and sound 

manner. 

 

5. COMPETITION 

 

5.1 Any new financial institution should be committed and able to provide effective 

competition in the banking sector, with particular emphasis on the following 

areas: 

 

(a) Access by the public to the banking services offered (e.g. banking 

hours, branch location ATMs, etc.) 

(b) Cost of banking services provided (e.g. fees and commissions) 

(c) The quality and range of banking services provided 

(d) The development of new banking business 

(e) Staff training and development 

(f) Financial terms offered with regard to deposit and lending rates. 

 

6. OTHER REQUIREMENTS 

 

6.1 The Central Bank of Swaziland will only consider applicants from companies 

incorporated or intending to be incorporated under the Companies Act of 

Swaziland. 

 

6.2 An application for a bank licence from a branch or subsidiary of an international 

bank or international group will be considered only where the supervisory 

authority in the country of origin of the bank or group effectively exercises 

supervisory responsibility on a consolidated basis. 
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6.3 An application from an international bank or international banking group shall 

require prior consent of its home country supervisory authority in relation to the 

application.  

 

6.4 The Central Bank will require, from the parent or major shareholder or 

shareholders of a banking subsidiary incorporated in Swaziland, confirmation in 

writing, acceptance of full responsibility for the obligation of its subsidiary in 

Swaziland. 

 

7. FURTHER ENQUIRIES 

 

7.1 The Central Bank of Swaziland will only consider applications from companies 

incorporated or intending to be incorporated under the Companies Act of 

Swaziland. 

 

7.2 Any further enquiries regarding authorization and ownership of banks should be 

addressed to The General Manager, Financial Regulation, Central Bank of 

Swaziland, P.O. Box 546, MBABANE. 
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INVESTIGATION  AND  ANNUAL  FEES 

 

In consideration of the costs incurred by the Central Bank in carrying out its investigation 

function for banking licence application, the following fees are payable. 

 

FINANCIAL  INSTITUTIONS    

       EMALANGENI 

 

Investigation fees    5 000 

Annual licence fee for first or only 

place of business     1 000 

For every other place        500 

 

AGENTS 

 

Annual fee         500 

 

 

 Registration of change of name    500 

 

 

 

 

 

 

 

 

 

 

 

 

 


