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Real GDP Provisional annual estimates for economic activity show that GDP 

grew by 2.4 per cent in 2018, up from a revised estimate of 2.0 per 

cent in 2017.  

Quarterly GDP Quarterly (Q-o-Q seasonally adjusted) GDP figures show that 

economic activity increased by 0.4 per cent (y-o-y) in the third 

quarter of 2019, down from a revised 4.5 per cent increase in the 

previous quarter. 

Inflation Headline inflation rate rose to 2.7 per cent in January 2020 from 

2.0 per cent in December 2019.  

Inflation Forecasts The country’s overall inflation forecast for 2020 has been revised 

to 3.63 per cent, up from the 3.46 per cent forecasted in January 

2020.  

Foreign reserves Gross official reserves declined by 5.2 per cent to E6.5 billion in 

February 2020, and could cover an estimated 2.9 months of imports 

of goods and services. 

Exchange rate Since the previous MPCC, the Lilangeni weakened against the US 

dollar, the Euro and Pound. Against the US Dollar, the Lilangeni 

depreciated from E14.44 in December 2019 to E15.01 in February 

2020. 

Credit Extension Credit to the private sector contracted by 1.4 per cent in January 

2020, following a 2.6 per cent growth in December 2019. On a year-

on-year basis, private sector credit contracted by 1.7 per cent from 

E14.9 billion in January 2019.   

Public Debt The country’s stock of debt increased from E21.2 billion recorded 

in September 2019 to E21.4 billion in December 2019, reflecting a 

0.9 per cent increase in debt.  

Balance of Payments Eswatini recorded a trade surplus amounting to E102.7 million in 

February 2020, dipping month-on-month by 43.4 per cent from 

E181.6 million in January 2020. 

Major Highlights 
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PART A: ECONOMIC REVIEW  

1.0 GLOBAL ECONOMIC CONDITIONS       

1.1 Global Manufacturing PMI  

According to Markit Economics, the global 

economy made a solid start to 2020 as output, 

new orders and employment rose at faster rates. 

The J.P. Morgan Global Composite Output Index, 

which is produced by J.P. Morgan and IHS Markit 

in association with ISM and IFPSM rose to 52.2 

index points in January 2020, up from 51.6 index 

points in December 2019 and reaching its highest 

reading since March 2019. 

Figure 1: JP Morgan Global Composite PMI – 

2013 to 2020 

 

The observed acceleration in the rate of global 

expansion happened as growth strengthened in 

both the manufacturing and service sectors. 

Although the trend in international trade flows 

remained a constraint on economic growth, new 

export business moved closer to stabilizing. 

Output rose in five out of the six sub-sectors 

covered by the survey, the only exception being 

the ongoing downturn at investment goods 

producers. Faster growth was signalled at 

business services, consumer goods and consumer 

services companies. Intermediate goods 

production rose following a negligible decrease in 

December (Markit Economics, 5 January 2020). 

The upturn in economic activity also remained 

broad-based by nation. The US, China, the Euro 

area, the UK, India, Brazil, and Russia all 

registered solid expansions, while Japan and 

Australia saw modest growth following 

contractions before the turn of the year (Markit 

Economics, 6 February 2020).   

Figure 2: Global Output Index by Sectors – 2011 

to 2020 

 

Encouraging signs were also provided by the other 

PMI sub-indices during January. New orders rose 

at the fastest pace since March 2019, while 

business optimism strengthened to a nine-month 

high. Future Activity Index readings were higher 

in the Eurozone, China, Japan, the UK, India and 

Australia. The trend in international trade flows 

also moved to the cusp of stabilisation and was 

less of a constraint on overall growth than in 

previous months.  

The improved performance of the global economy 

during January underpinned further job creation. 

Employment rose for the third straight month and 

at the quickest pace since July 2019. Sector data 

suggested that stronger jobs growth was largely 

confined to the service sector, with increases 

signalled across the business, consumer and 
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financial services sub-industries. It should be 

noted that the majority of the January PMI survey 

data were collected before the coronavirus 

(COVID-19) outbreak (Markit Economics, 5 

February 2020).  

1.2 Review of Global Oil Demand  

According to the OPEC Monthly Oil Market Report, 

February 2020, World oil demand in 2020 is 

forecast to grow by 0.99 million barrels per day 

(mb/d) year-on-year, a downward revision of 0.2 

mb/d from the assessment in January 2020. This 

follows a downward revision to global economic 

growth, which was lowered by 0.1 percentage 

point to 3.3 per cent for 2020. OECD oil demand 

is projected to grow by 0.01 mb/d, while the non-

OECD is anticipated to add 0.98 mb/d. 

Within OECD, in OECD Americas, oil demand is 

expected to increase, supported mainly by the 

petrochemical sector in the USA. Transportation 

fuel demand is also expected to grow y-o-y, 

despite ongoing efficiency gains and vehicle 

electrification programmes. Oil demand in OECD 

Europe is forecast to contract this year. 

Meanwhile, Oil demand growth in China in 2020 is 

forecast to slow down, y-o-y, reflecting lower 

economic activities.  

The impact of the Coronavirus outbreak on 

China’s economy has added to the uncertainties 

surrounding global economic growth in 2020, and 

by extension global oil demand growth in 2020 

(OPEC Monthly Oil Market Report, February 2020). 

According to the OPEC Monthly Oil Market Report, 

February 2020, after two consecutive months of 

significant gains, the Brent crude oil price ended 

January down by $1.38, or 2.1 per cent lower 

month-on-month, to stand at $65.10 a barrel. 

1.3 Advanced Economies GDP Growth  

According to the US Bureau of Economic Analysis, 

the US economy grew by 2.1 per cent in the fourth 

quarter of 2019, the same as in the third quarter. 

Consumer spending slowed sharply while net 

trade made the biggest contribution to growth 

since the second quarter of 2009 amid a fall in 

imports. In contrast, negative contributions came 

from private inventory investment and non-

residential fixed investment. Considering the full 

year 2019, the economy advanced by 2.3 per 

cent, the least since 2016 and the US’s target of 

3 per cent for the second year (US Bureau of 

Economic Analysis, 19 February 2020).  

Figure 3: Advanced Economies GDP Growth 

Trends 

 

Source: www.tradingeconomics.com  

According to the latest data from Eurostat, the 

Eurozone economy grew only by 0.1 per cent in 

the fourth quarter of 2019, below a 0.3 per cent 

expansion reported in the previous three-month 

period, a second estimate showed. That was the 

weakest pace of growth since a 0.4 per cent 

contraction in the first quarter of 2013. Among 
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the bloc's largest economies, German GDP stalled, 

while France and Italy contracted by 0.1 and 0.4 

per cent, respectively. On the other hand, Spain's 

economy expanded by 0.5 per cent (Eurostat, 19 

February 2020). 

According to the UK Office for National Statistics, 

UK's gross domestic product was flat in the fourth 

quarter of 2019, following an upwardly revised 0.5 

per cent expansion in the previous three-month 

period and matching market expectations, a 

preliminary estimate showed. Household 

spending rose at the weakest rate in four years, 

while government spending increased the most 

since the first quarter of 2012. Net trade also 

contributed positively to growth, while fixed 

capital formation contracted by 1.6 per cent 

driven by declines in investment in information 

and communication technology (ICT) equipment, 

dwellings, transport, and intellectual property 

products. On the production side, services and 

construction output rose, while production output 

declined (UK Office for National Statistics, 19 

February 2020). 

According to latest data published by the 

Japanese Cabinet Office, the Japanese economy 

shrank by 1.6 per cent quarter-on-quarter in the 

last three months of 2019, following a 

downwardly revised 0.1 per cent growth in the 

previous three-month period and compared to 

market consensus of a 0.9 per cent contraction, a 

preliminary estimate showed. It was the steepest 

fall in GDP since the second quarter of 2014, as 

private consumption fell by 2.9 per cent, the first 

period of decline in over a year following 

October's sales tax hike. In addition, business 

spending tumbled by 3.7 per cent, the most since 

the third quarter of 2018. Government spending 

rose at a softer pace (0.2 per cent vs 0.7 per 

cent), as well as public investment (1.1 per cent 

vs 1.2 per cent). Meanwhile, net external demand 

added 0.5 percentage points to growth as exports 

fell less than imports (Japan Cabinet Office, 19 

February 2020). 

1.4 Advanced Economies CPI 

According to the US Bureau of Labour Statistics, 

US annual inflation rate climbed to 2.5 per cent 

in January 2020 from 2.3 per cent in December 

and beating market forecasts of 2.4 per cent. It is 

the highest rate since October 2018, mainly 

boosted by a 12.8 per cent jump in gasoline cost. 

Cost of shelter increased slightly more (3.3 per 

cent vs 3.2 per cent) while food inflation was 

steady at 1.8 per cent. On a monthly basis, 

consumer prices edged up by 0.1 per cent, below 

0.2 per cent in December as a 1.6 per cent decline 

in gasoline prices was offset by higher cost of 

shelter, food and medical care services (US 

Bureau of Labour Statistics, 19 February 2020). 

 
Figure 4: Advanced Economies Consumer prices 
– annual price change 

 
Source: www.tradingeconomics.com 

According to the latest Eurostat report, the 

annual inflation rate in the Eurozone edged up to 

1.4 per cent in January 2020 from 1.3 per cent in 
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the previous month, in line with market 

expectations, a preliminary estimate showed. It 

was the highest inflation rate since April 2019, as 

prices for food, alcohol & tobacco, and energy 

increased at a faster pace. Meantime, inflation 

was steady for non-energy industrial goods while 

services cost slowed. The annual core inflation, 

which excludes volatile prices of energy, food, 

alcohol & tobacco and at which the ECB looks in 

its policy decisions, fell to 1.1 per cent, the 

lowest since October and below market consensus 

of 1.2 per cent (Eurostat, 19 February 2020). 

According to the UK Office for National Statistics, 

the annual inflation rate in the UK jumped to 1.8 

per cent in January 2020, from 1.3 per cent in 

December 2019 and above market expectations of 

1.6 per cent. It was the highest reading in six 

months, mainly boosted by prices of transport. 

Core inflation which excludes energy, fuel, 

alcohol and tobacco, rose to 1.6 per cent from 1.4 

per cent in December 2019. 

According to Japan’s Statistics Office, consumer 

price inflation in Japan edged down to 0.7 per 

cent year-on-year in January 2020, from an eight-

month high of 0.8 per cent in the previous month 

and matching market expectations. Food prices 

rose by 1.2 per cent year-on-year, the least in 3 

months, after a 1.9 per cent gain in December. 

On a monthly basis, consumer prices were flat in 

January, after a 0.1 per cent gain in December 

2020. Annual core consumer inflation, which 

excludes fresh food, rose to 0.8 per cent, the 

most since May, but below the Bank of Japan's 2 

per cent target (Statistics, 21 February 2020). 

 

1.5 Monetary Policy in Advanced Economies 

The Federal Reserve lowered the target range for 

its federal funds rate by 50bps to 1-1.25 per cent 

during an emergency move on March 3rd, saying 

the coronavirus poses evolving risks to economic 

activity. The Fed reiterated that it is closely 

monitoring developments and their implications 

for the economic outlook and will act as 

appropriate to support the economy.  This is the 

first emergency rate cut since the 2008 financial 

crisis. The interest on excess reserves rate (IOER) 

was also cut by 50bps to 1.1 per cent, following a 

5bps rise in January. The IOER is usually seen as a 

guardrail for the funds rate (US Federal Reserve, 

3 March 2020).  

According to the European Central Bank’s latest 

press release, the ECB President, Christine 

Lagarde called for fiscal stimulus measures in the 

Eurozone warning that monetary policy is not "the 

only game in town" and the longer the 

accommodative measures remain in place, the 

greater the risk that side effects will become 

more pronounced. The President also told 

European Union lawmakers that the bank is 

looking into whether the introduction of a digital 

currency could serve a clear purpose for the 

public and support the ECB's objectives. The ECB’s 

current benchmark interest remains unchanged at 

0.0 per cent (European Central Bank, 19 February 

2020). 

The Bank of England cut the key interest rate by 

50bps to 0.25 per cent during an emergency 

meeting on 11th March 2020. The central bank said 

the rate cut will help to support business and 

consumer confidence at a difficult time, to 



Economic Review and Inflation Report ______________________________________________PAGE 6 

 

 

bolster the cash flows of businesses and 

households, to reduce the cost, and to improve 

the availability of finance. Although the timing of 

the decision was a surprise, markets were already 

pricing in a 25bps cut on 26th March 2020. The 

central bank also announced other measures to 

bolster Britain's economy against disruption 

caused by the coronavirus outbreak, including a 

new funding scheme with additional incentives 

for small and medium-sized enterprises (SMEs) 

financed by the issuance of central bank reserves 

and more funding for banks that increase lending, 

specially to small and medium enterprises. 

Policymakers also decided to maintain the stock 

of corporate bond purchases at £10 billion and the 

stock of UK government bond purchases at £435 

billion (Bank of England, 11 March 2020). 

Figure 5: Interest Rates in Advanced Economies

Source: www.tradingeconomics.com 

According to Trading Economics website, the Bank 

of Japan left its key short-term interest rate 

unchanged at -0.1 per cent and kept the target 

for the 10-year Japanese government bond yield 

at around 0 per cent during its January meeting, 

by a 7-2 vote. At the same time, policymakers 

revised up their growth projection for the 2019 

fiscal year beginning in April to 0.9 per cent from 

an estimate of 0.7 per cent made in October, 

supported by fiscal stimulus and easing trade 

tensions. The central bank also upgraded its 

growth estimate for the year 2021, while price 

forecasts were held steady, showing inflation will 

remain under the 2 per cent target at least until 

early 2022 (Bank of Japan, 28 January 2020).  

        1.6 Developments in Selected Emerging Market 

Economies (EMDEs) 

1.6.1 GDP Growth in Selected Emerging 

Markets 

Brazil: The Brazilian economy advanced by 0.6 

per cent quarter-on-quarter in the three months 

to September 2019, following an upwardly revised 

0.5 per cent expansion in the previous period and 

beating market expectations of 0.4 per cent. It 

was the strongest growth rate since the first 

quarter of 2018, as industrial and services 

activities expanded further and the agricultural 

sector recovered (Trading Economics, 10 January 

2020).  

Russia: According to latest data released by 

countryeconomy.com, the Russian economy 

expanded by 0.8 per cent in the third quarter of 

2019 from 0.7 per cent in the second quarter of 

2019 (countryeconomy.com, 13 January 2020).  

India: According to latest statistics released 

through the trading economics website, Gross 

Domestic Product in India expanded by 1.1 per 

cent in the third quarter compared to 1 per cent 

in the second quarter of 2019 (Trading Economics, 

20 February 2020).  
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Figure 6: GDP Growth in Selected Emerging 
Markets – December 2016 to September 2019 

 
Source: www.tradingeconomics.com and   
counytreconomy.com 

 

China: According to the Chinese Statistics Bureau, 

the Chinese economy expanded by a seasonally 

adjusted 1.5 per cent quarter-on-quarter in the 

three months to December 2019, the same as in 

the previous quarter and in line with market 

consensus. Growth remains subdued amid trade 

pressure from the US and sluggish demand from 

home and abroad. Although the Phase One trade 

deal with the US eased trade tensions and 

increased business optimism, existing tariffs will 

remain in place and further monetary easing will 

be needed to boost domestic demand (National 

Bureau of Statistics of China, 17 January 2020).  

1.6.2 Monetary Policy Stance in Selected 

Emerging Markets 

The Central Bank of Brazil voted unanimously to 

trim its key Selic rate by 25 bps to 4.25 per cent 

during its February 2020 meeting, as widely 

expected and following a 50-bps cut in December 

2020. It was the fifth consecutive rate cut 

bringing borrowing costs to its lowest on record, 

amid global economic slowdown, the coronavirus 

outbreak, and a slow recovery in the domestic 

economy (Trading Economics, 20 February 2020). 

The Central Bank of Russia cut its benchmark one-

week repo rate by 25 bps to 6.0 per cent during 

its February meeting and signalled that more rate 

cuts were possible at its upcoming meetings. The 

Bank highlighted that, inflation expectations 

remain stable overall while risks of a substantial 

global economic slowdown persist. The central 

bank expects that annual inflation will come in at 

3.5-4.0 per cent in 2020 and will remain close to 

4 per cent further on (Trading Economics, 21 

February 2020). 

The Reserve Bank of India (RBI) held its repo rate 

at 5.15 per cent during its February meeting, in 

an effort to support growth amid rising 

inflationary pressures. The reverse repo rate was 

also kept unchanged at 4.9 per cent and the 

marginal standing facility (MSF) rate and the bank 

rate at 5.4 per cent. The committee has revised 

upwards its inflation forecast to 6.5 per cent for 

the last quarter of the current fiscal year from 

5.1-4.7 per cent earlier, while CPI inflation for 

the first half of the fiscal year 2021 was pegged 

at 5.4-5.0 per cent compared with 4-3.8 per cent 

earlier (Reserve Bank of India/trading economics, 

20 January 2020).  

According to the Trading Economics website’s 

latest uploads, the Peoples Bank of China (PBOC) 

lowered its benchmark 1-year Loan Prime Rate 

(LPR) by 10 bps to 4.05 per cent on 20 February 

2020, in an attempt to inject more liquidity into 

the financial market and lower financing costs for 

companies. The 5-year LPR, generally used for 

new mortgage loans, was cut by 5 bps to 4.75 per 

cent. The cuts in the LPRs follow a similar 10bps 

drop in the PBoC's medium-term lending rate to 

3.15 per cent earlier in the week. The decision 
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was in line with market forecasts and investors 

expect the PBoC to continue to loosening 

monetary conditions, aiming to support the 

economy battling with the coronavirus outbreak. 

(Trading Economics, 20 February 2020). 

1.6.3 Consumer Prices in Selected Emerging 

Market Economies (EMDEs) 

The annual inflation rate in Brazil dropped to 4.19 

per cent year-on-year in January 2020 from a 

seven-month high of 4.31 per cent in the previous 

month and below market expectations of 4.32 per 

cent. This happened as prices rose at a softer 

pace for food & beverages, health and personal 

expenses. Meanwhile, inflation picked up for 

transport, housing and communication (Trading 

Economics, 20 January 2020). 

Figure 7: Consumer Prices Inflation in selected 
EMDEs – December 2018 to January 2020 

Source: www.tradingeconomics.com 

 

According to the Russia Federal State Statistics 

Service, annual inflation rate in Russia decreased 

to 2.4 per cent in January 2020 from 3.0 per cent 

in the previous month and slightly below market 

expectations of 2.5 per cent. It was the lowest 

inflation rate since June 2018, as cost slowed for 

non-food products food and services. The core 

inflation rate declined to 2.7 per cent in January 

from 3.1 per cent, it was the lowest since August 

2018. On a monthly basis, consumer prices went 

up by 0.4 per cent, the same as in the prior month 

(Federal State Statistics Service of Russia, 20 

February 2020). 

According to latest data from trading economics, 

India's consumer price inflation increased to 7.59 

per cent in January 2020 from 7.35 per cent in 

December, above expectations of 7.4 per cent. 

The cost of food and beverages increased at a 

slightly slower rate while faster increases were 

seen for cereals, milk, fruits and pulses. On a 

monthly basis, consumer prices fell by 0.1 per 

cent after surging by 1.2 per cent in December, 

the most since July of 2017 (Trading Economics, 

20 February 2020). 

According to latest data from China Statistics 

Office, consumer price inflation in China jumped 

to 5.4 per cent in January 2020 from 4.5 per cent 

in December. This was the highest inflation rate 

since October 2011 due to rising pork prices, 

stronger demand during the Lunar New Year 

holiday and the ongoing coronavirus outbreak. 

Food prices went up 20.6 per cent year-on-year, 

the most since April 2008 (China National Bureau 

of Statistics| Trading Economics, 20 February 

2020). 

2.0 ECONOMIC DEVELOPMENTS IN SOUTH 

AFRICA       

2.1 GDP Growth                                                                                                                                                                                                                                                                                                                     

According to Statistics South Africa, the South 

African GDP shrank by an annualized 1.4 per cent 

quarter-on-quarter in the three months to 

December of 2019, following an upwardly revised 
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0.8 per cent contraction in the previous period 

and much worse than market expectations of a 

0.1 per cent decrease. 

Figure 8: South Africa GDP Growth: Q4-2016 to 
Q4-2019 

 
Source: www.statssa.gov.za 

The worst rolling blackouts in the country's history 

affected severely seven out of ten industries, 

namely transport, storage & communication (-7.2 

per cent vs -5.4 per cent in Q3); trade, catering & 

accommodation (-3.8 per cent vs 2.6 per cent); 

construction (-5.9 per cent vs -6.9 per cent); 

utilities (-4 per cent vs -4.9 per cent); 

manufacturing (-1.8 per cent vs -4.4 per cent); 

agriculture, forestry & fishing (-7.6 per cent vs -

4.5 per cent) and government services (-0.4 per 

cent vs 2.4 per cent).  

In contrast, output rebounded for mining by 1.8 

per cent in the fourth quarter of 2019 against a 

6.1 per cent contraction in the third quarter of 

2019, boosted by platinum group metals, iron ore 

and gold. Furthermore, the financial sector grew 

faster by 2.7 per cent from 1.6 per cent in the 

third quarter of 2019. Year-on-year, GDP declined 

by 0.5 per cent after a 0.1 per cent expansion. 

The economy expanded by 0.2 per cent in 2019, 

the least since the last financial crisis (Statistics 

South, 9 March 2020). 

2.2 Consumer Prices 

The annual inflation rate in South Africa rose to 

4.5 per cent in January 2020 from 4 per cent in 

the previous month and above market 

expectations of 4.4 per cent. It was the highest 

inflation rate since June last year, as prices shot 

up for transport (6.4 per cent vs 3.3 per cent in 

December), led by fuels (13.7 per cent vs 2.4 per 

cent) such as gasoline (15 per cent); housing & 

utilities (4.7 per cent vs 4.6 per cent); 

miscellaneous goods & services (5.7 per cent vs 

5.4 per cent); alcoholic beverages & tobacco (5.2 

per cent vs 5 per cent); and health (5 per cent vs 

4.8 per cent). Meanwhile, costs eased for food & 

non-alcoholic beverages (3.7 per cent vs 3.9 per 

cent); recreation & culture (0.8 per cent vs 1.2 

per cent); household contents and services (2.7 

per cent vs 2.8 per cent); and restaurants & hotels 

(2.4 per cent vs 2.9 per cent). On a monthly basis, 

consumer prices advanced by 0.3 per cent, the 

same pace as in December 2019 (Statistics South 

Africa, 20 February 2020). 

2.3 SA Unemployment Rate 

According to Statistics South Africa, the 

unemployment rate in South Africa held steady at 

29.1 per cent in the fourth quarter of 2019, 

unchanged from the previous month's 11-year 

high, as the number of unemployed people 

dropped only by 8 000 to 6.7 million. Employment 

increased by 45 000 to 16.42 million from 16.38 

million in the prior period, likely influenced by 

the festive season. Total employment went up in 

six of the 10 industries, with the largest increases 

recorded in community and social services (113 

000), followed by finance (76 000) and transport 

(36 000). Declines were recorded in the trade (-
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159 000), manufacturing (-39 000) and utilities (-

14 000) sectors, as a result of severe power cuts. 

The expanded definition of unemployment, 

including people who have stopped looking for a 

work, was 38.7 per cent, up slightly from 38.5 per 

cent in the previous quarter. Furthermore, the 

youth unemployment rate dropped to 58.1 per 

cent from 58.2 per cent in the previous period 

(Statistics South Africa| Trading Economics, 20 

February 2020).  

 

2.4 Monetary Policy                                                                                                                                                                                                                                                                                                                     

The South African Reserve Bank voted 

unanimously to trim its benchmark repo rate by 

25 basis points to 6.25 per cent during its January 

2020 meeting, citing the country's persistent 

economic vulnerability. The SARB signalled 

another rate cut in Q4-2020, though it cautioned 

that this could change due to new developments, 

and changing data and risks. Policymakers noted 

that monthly inflation has been lower than the 

mid-point target and that inflation expectations 

continued to moderate gradually (SARB, 16 

January 2020). 

3.0 DOMESTIC ECONOMIC DEVELOPMENTS       

3.1 GDP Growth 

Economic activity, as measured by the Quarterly 

Gross Domestic Product (QGDP) increased by 0.4 

per cent on a year-on-year basis (seasonally 

adjusted) in the third quarter of 2019, down from 

a revised 4.5 per cent increase in the previous 

quarter. On a quarter-on-quarter basis, economic 

activity remained on the negative trajectory, 

declining by 1.0 per cent (seasonally adjusted) in 

the third quarter of 2019, from a decline of 0.3 

per cent in the second quarter of 2019. The 

slowdown can largely be attributed to slower 

economic activity in the tertiary sector. 

The tertiary sector declined by 4.0 per cent year-

on-year, in the third quarter of 2019 compared to 

a growth of 2.5 per cent in the previous quarter. 

Notable negative performance was observed in 

‘wholesale and retail’, ‘information and 

communication’, ‘tourism related activities’ and 

‘professional and administrative activities’. The 

poor performance observed in the services 

subsectors reflect weak demand in light of 

depressed real disposable incomes as well as 

general poor performance of the economy. Public 

administration remained on a negative territory 

for the fourth consecutive quarter in line with a 

hiring freeze adopted by the Government of 

Eswatini over the past two years in light of 

deepening fiscal challenges. 

Figure 9: Quarterly GDP Growth Rates (Year-on-
Year) Seasonally Adjusted 

Source: CSO 

Positive growth within the tertiary sector was 

mainly observed in the ‘transport and storage’ 

and ‘financial services’ subsectors. 

Transportation and storage grew by 12.8 per cent, 

year-on-year, in the third quarter from 11.1 per 

cent in the previous quarter. Financial services 
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recorded a slower growth of 15.7 per cent, year-

on-year, in the quarter under review from 31.0 

per cent growth in the previous quarter. 

The secondary sector, on the other hand, grew at 

a slower rate of 9.7 per cent, year-on-year, in the 

third quarter of 2019, from 12.9 per cent in the 

previous quarter. The manufacturing sector rose 

by 10.4 per cent in the third quarter, down from 

15.4 per cent in the previous quarter. The slower 

growth in manufacturing activity was largely due 

to a 12 per cent year-on-year decrease in the 

manufacturing of textiles and wearing apparels. 

Construction activity remained on a negative 

territory but contracted by a slower margin of 1.0 

per cent in the quarter under review, an 

improvement from a contraction of 11.9 per cent 

in the previous quarter. 

The primary sector remained flat recording a 

negative growth of 1.3 per cent, year-on-year, in 

the third quarter of 2019, same as it was in the 

previous quarter. 

3.2 Selected Quarterly Economic Indicators 

 Electricity Consumption 

Total electricity sales grew by a marginal 0.3 

(seasonally adjusted) per cent in the quarter 

ended December 2019 from a 1.3 per cent 

increase in the previous quarter. The slower 

increase in electricity volume sales was largely 

due to a decrease in volumes purchased for 

irrigation purposes. Electricity sales by the 

‘irrigation power and bulk’ category declined by 

2.5 per cent in the quarter ended December 2019, 

from a 3.3 per cent increase in the quarter ended 

September 2019 reflecting slower agricultural 

activity in the quarter under review. The decline 

in the ‘irrigation and bulk’ category was offset by 

increases in the sales to the ‘domestic’ and 

‘commercial’ categories. Domestic electricity 

sales increased by 0.7 per cent in the fourth 

quarter of 2019 from a 1.7 per cent decrease in 

the third quarter of 2019. Electricity sales from 

the commercial category continued on an upward 

trend, further increasing by 11.1 per cent in the 

quarter ended December 2019 from a 3.5 per cent 

increase in the previous quarter.  

Figure 10: Electricity Consumption; 2016Q1 to 

2019Q4

Source: Swaziland Electricity Company (SEC) 

 Water Consumption 

Total treated water volume sales maintained an 

upward trend increasing by 4.0 per cent 

(seasonally adjusted) in the quarter ended 

December 2019, from a 3.2 per cent increase in 

the quarter ended September 2019. Water 

consumption from both the ‘domestic’ and 

‘commercial’ categories increased during the 

period under review. Following a 5.1 per cent 

increase in domestic water sales in the third 

quarter of 2019, volume sales increased by a 

slower 2.0 per cent in the fourth quarter of 2019. 

Depicting an acceleration in the use of treated 

water by the ‘commercial’ category, water sales 
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increased by 6.2 per cent in the quarter ended 

December 2019 from a 1.0 per cent increase in 

the previous quarter. The increase in water 

volume sales was in line with increases in the 

number of customers. The total number of 

connections increased by 2.1 per cent to 52,366 

at the end of the fourth quarter of 2019. Domestic 

and commercial customers grew by 2.4 and 1.1 

per cent, respectively, in the period under 

review. 

Figure 11: Water Consumption; 2017Q1 to 
2019Q4

Source: Eswatini Water Services Corporation (EWSC) 

 Construction 

According to preliminary figures sourced from 

‘municipalities and town boards’, total building 

plans approved declined by approximately 5.9 per 

cent to 176 units in the quarter ended December 

2019 from 187 units in the quarter ended 

September 2019. Residential building plans 

declined to 127 units in the quarter ended 

December 2019, from 138 units in the previous 

quarter. During the same period under review, 

building plans approved from the ‘other’ category 

mainly constituted by institutional housing 

declined to 13 units from 14 units. Building plans 

from the ‘industrial’ category, on the other hand, 

increased to 36 units in the fourth quarter of 2019 

from 35 units in the previous quarter. In terms of 

value, total building plans approved fell to E163.2 

million in the quarter ended December 2019 from 

E308.6 million in the previous quarter.  

Figure 12: Building Plans Approved; 2017Q1 to 
2019Q4

Source: City Councils, Town Councils and Town Boards 

 Mining and Quarrying 

Coal production increased to record 45,445 metric 

tonnes in the quarter ended December 2019, from 

a low of 21,207 metric tonnes in the quarter 

ended September 2019. The increase in coal 

production mainly benefitted from an 

improvement in coal yields in the period under 

review despite geological conditions remaining 

unfavourable. Quarried stone production, on the 

other hand, declined by 11.1 per cent to record 

79,363 cubic metres in the quarter ended 

December 2019 from a high record of 89,287 cubic 

metres in the previous quarter. While 

construction activity continues to be driven by the 

ongoing public-sector-funded infrastructural 

projects such as the Big-Bend-Lukhula and 

Manzini-Mbadlane roads, there was a modest 

slowdown in the implementation of the projects 

on a quarter-on-quarter basis. However, 
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construction activity remained significantly 

higher than it was in the same period the previous 

year. 

Figure 13: Mining and Quarrying; 2017Q1 to 

2019Q4

Source: Mining Department 

 Fuel Imports 

Total fuel import volumes increased by 6.6 per 

cent (seasonally adjusted) in January 2020 from a 

1.3 per cent decline in December 2019. All the 

different categories of fuel import volumes 

increased during the period under review. Diesel 

import volumes, which also capture activity on 

commercial road freight in the economy, 

increased by 13.0 per cent in January 2020 from 

a decline of 2.9 per cent the previous month. 

Petrol import volumes increased marginally by 0.9 

per cent in January 2020, from a 0.4 per cent 

decline in the previous month. Similarly, paraffin 

import volumes increased by 0.4 per cent in 

January 2020, but were slightly lower than the 

growth of 2.0 per cent recorded in December 

2019.  

 

3.3 Monetary Sector Developments 

3.3.1 Gross official Reserves 

At the end of February 2020, gross official 

reserves declined by 5.2 per cent to reach E6.5 

billion. The fall in Reserves was mainly due to the 

outflow of rand purchases by commercial banks 

coupled with the payment of government’s 

obligations over the review period. At that level, 

the reserves could cover an estimated 2.8 months 

of imports of goods and services, less than the 2.9 

months recorded at the end of January 2020. 

Compared over the year, the gross official 

reserves depicted an increase of 14.9 per cent 

from E6.8 billion in January 2020.  

Figure 14: Gross Official Reserves & Import 
Cover

Source: Central Bank of Eswatini 

3.3.2 Credit Extension 

In line with post-festive-season expectations, 

credit extended to the private sector fell by 1.4 

per cent to E14.6 billion at the end of January 

2020 from E14.8 billion in December 2019. The 

weaker demand for credit was observed across all 

sectors of the economy; namely other sectors 

(local government, other financial corporations 

and parastatals), the business sector as well as 
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private sector depicted a decline of 1.7 per cent 

from E14.9 billion in January 2020.  

Figure 15: Private Sector Credit: Monthly 
Changes

Source: Central Bank of Eswatini 

Credit to other sectors of the economy receded 

by 9.6 per cent to settle at E1.2 billion at the end 

of January 2020 as all its subsectors trended 

downwards over the review month. Credit to 

parastatals fell by 15.5 per cent followed by 

credit to other financial corporations at 6.0 per 

cent and lastly credit to local government with a 

drop of 0.8 per cent. 

Figure 16: Household Credit by Product: 
Monthly Changes 

Source: Central Bank of Eswatini 

Credit to the business sector decelerated to E6.8 

billion in January 2020, reflecting a decline of 0.8 

per cent. The fall in credit to businesses was 

evident in almost all industries; namely, 

agriculture & forestry, distribution & tourism, 

community, social & personal services, transport 

& communications, manufacturing, real estate 

and mining & quarrying. Credit to the 

construction industry recorded the only positive 

growth over the review period.  

Credit to households and non-profit institutions 

serving households (NPISH) slipped by a marginal 

0.3 per cent to reach E6.6 billion at the end of 

January 2020 on account of other personal 

(unsecured) loans. Other personal (unsecured) 

loans declined by 1.1 per cent over the review 

month. The fall in household credit was partly 

offset by an increase of 0.1 per cent in housing 

loans while motor vehicle loans remained 

relatively unchanged at the end of January 2020. 

Non-performing loans (NPLs) fell by 9.5 per cent 

from E1.15 billion in December 2019 to E1.0 

billion at the end of January 2020. Similarly, the 

NPL to gross loans ratio declined by 0.8 

percentage points from 9.3 per cent in December 

2019 to 8.5 per cent at the end of the review 

month. Compared over the year, NPLs reflected a 

decline of 9.6 per cent while the NPL ratio dipped 

by 1.3 percentage points.  

Figure 17: Non-Performing Loans as a 
Percentage of Total Loans Ratio 

Source: Central Bank of Eswatini 
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3.3.3 Money Supply 

In line with developments in private sector credit 

extension, growth in broad money supply (M2) was 

subdued in January 2020. Broad money supply 

declined by 2.6 per cent to reach E17.9 billion at 

the end of January 2020 as both its components 

trended downwards over the period. However, on 

a year-on-year basis, broad money supply 

depicted an increase of 2.9 per cent from E17.4 

billion reached in January 2019.  

Narrow money supply (M1) stood at E6.6 billion at 

the end of January 2020, 4.9 per cent lower than 

observed the previous month. This was on account 

of transferable (demand) deposits falling by 5.2 

per cent to E6.0 billion alongside a 2.3 per cent 

dip in Emalangeni in circulation to E698.8 million 

over the first month of 2020.  

Figure 18: Money Supply: Monthly Changes 

Source: Central Bank of Eswatini 

Similarly, quasi money supply contracted by 1.2 

per cent to settle at E11.2 billion over the review 

month. Responsible for the decline were both its 

components; savings deposits fell by 2.2 per cent 

to E1.8 billion while time deposits dropped by 1.1 

per cent to E9.4 billion in January 2020.  

 

3.5 2020/21 National Budget Summary 

3.5.1 Overview  

The budget for 2020/21 aims at reducing the 

structural and fiscal imbalances which has led to 

a great weakening of confidence in our economy, 

both internationally and domestically. The budget 

also continues on the fiscal consolidation path by 

finding ways and means to improve revenue 

inflows while trying to hold expenditure 

effectively constant. Budget estimate for 2020/21 

show a contracting fiscal gap of E2.9 billion 

deficit which translate to 3.6 per cent of GDP. 

Figure 19: Comparative Budget Summary; 
2019/20 to 2020/21

 

 

3.5.2 Budget Strategy  

The Economic turnaround strategy envisaged 

by the Government prioritised five key growth 

sectors in the economy and Government has 

committed to these sectors as seen through 

the resource distribution by this budget. These 

key sectors are: ICT & Education, 

Infrastructure and Software Development 

Potential, Energy & Mining, Tourism, 

Manufacturing and Agro-processing and 

Agriculture. 
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The budget depicts a positive outlook for 2020 as 

growth is expected to reach 2.9 per cent. The 

growth in 2020 is backed by an anticipated relief 

in the Government’s fiscal position. The relief is 

linked to the clearing of arrears coupled with a 

rebound in Government spending and thereby 

stimulating domestic demand and promoting 

economic growth.  

Government’ reform efforts are showing signs of 

success as the total amount of arrears have 

reduced to E2.2 billion from E4.2 billion recorded 

in 2019.  

3.5.3 Total Expenditure  

Government has over 43,890 employees, paying 

all their salaries is about 31 per cent of the total 

budget. Purchases of goods and services across all 

ministries will amount to E3.2 billion, which is 

around 14 per cent of total expenditure. 

Transfers, which includes grants to the elderly, 

OVCs, disabled persons, scholarships, and 

allocations to State Owned Enterprises etc., will 

share E6.1 billion, equivalent to 27 per cent of 

total expenditure. 

Figure 20: Key Sectors of Total Expenditure

 

To spur growth, boost employment and reduce 

poverty, Government is working collaboratively 

with different stakeholders on a number of 

initiatives. In this budget, Government, has 

increased the overall allocation for capital 

programme by approximately 11 per cent to be 

shared among the identified six thematic areas of 

the National Development Plan (NDP). The 

proposed development budget for the financial 

year 2020/21 is E6.4 billion.  

Figure 21: Capital Programme Alignment to NDP

 

3.5 .4 Government’s Resource Envelope 

A total of E21.2 billion is expected to be collected 

in 2020/21. Revenues from SACU will amount to 

E8.3 billion while domestic revenues are expected 

to be E12.3 billion. Grants are projected to reach 

E553.1 million. 

Figure 22: Major Government Revenue 
Components for 2020/21
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3.5.5 Financing  

As the revenue will not be enough to cover all the 

expenses, Government will need to borrow E2.9 

billion. This borrowing will be in the form of 

loans, treasury bills and bonds payable over the 

short to long-term. 

3.5.6 Budget Assessment  

o The Government’s primary short-term goal of 

fiscal consolidation is not yielding the desired 

results. Expenditure path continues to grow 

and is accordingly projected to increase by 

10.5 per cent in 2020/21 when compared to 

the 2019/20 revised estimate. 

o 18.4 per cent growth in revenue is mainly 

attributed to SACU which surged by 31.7 per 

cent. This is not sustainable on account of 

SACU volatility. 

o Budget deficit remained almost constant at 

E2.9 billion in the 2020/21 budget compared 

to the E3 billion deficit in the 2019/20 budget.  

Preliminary estimate for 2019/20 indicate 

that the deficit will surge to E3.9 billion hence 

even the E2.9 billion deficit projected for 

2020/21 is to be achieved only if everything 

goes right. The phenomenal that the deficit 

has improved from 4.4 per cent of GDP in 

2019/20 to 3.6 per cent of GDP in 2020/21 is 

mainly attributed to nominal GDP growth, plus 

the SACU windfall. In essence, it is not on 

account of fiscal consolidation. Furthermore, 

the improvement in the deficit for 2019/20 

when compared to previous year is not on 

account of fiscal consolidation, but a 

consequential outcome of cash flow 

challenges.   

o The budget does not clearly indicate how the 

deficit will be financed save to say it will be 

through loans, Treasury Bills and Bonds. 

Experience has shown that at the end, the 

budget is not fully financed hence the 

accumulation of arrears.   

o Stock of debt accumulation is at a fast rate, in 

particular domestic debt.  

o The issue of domestic arrears and setting 

special committees to strategize on their 

clearance and prevention of occurrence has 

been discussed since 2011 when arrears were 

at E1.1 billion. To-date, the committees have 

not met to pave the way forward. 

o As a way forward, it will be prudent for 

Government to develop a concise fiscal 

consolidation plan. Hopefully, as stated in the 

Budget Speech, this will become a reality.    

3.6 Public Debt 

3.6.1 Total Public Debt 

Revised figures indicate that total public debt 

stood at E21.4 billion at end of December 2019, 

an equivalent of 31.9 per cent of GDP; indicating 

a marginal increase from September 2019. The 

revision has been necessitated by the 

incorporation of two domestic loans in the 

domestic debt portfolio which were signed in 2018 

and started disbursing in 2019. The domestic 

loans incorporated to the total public debt over 

and above the normal Government Securities 

were for Probase Eswatini and the WBHO/AG 

Thomas Lukhula Big-Bend Road (resident 

creditors). 
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Figure 23: Total Public Debt; 2019

 

3.6.2 The Domestic Sector 

At end of February 2020, domestic debt stood at 

E13.2 billion, an equivalent of 18.1 per cent of 

GDP. This reflects an increase of 4.8 per cent 

from January 2020 which is attributed to the 

Bank’s Advance to Government amounting to E600 

million on 18 February 2020. 

Suppliers’ Bond Programme has been exhausted 

and closed. The Bank has advised Government to 

stop the Programme as it is not structured with 

maturities not matched to issuances which 

increases the risk of default. Government was 

further advised that the best way to issue 

securities is through public auctions which allows 

for pricing to be determined by the market as 

opposed to private placements which permits 

investors to negotiate price with the borrower. 

3.7 External Sector  

3.7.1 Trade Developments 

In February 2020, Eswatini recorded a trade 

surplus amounting to E102.7 million, dipping 

month-on-month by 43.4 per cent from E181.6 

million in January 2020. The substantial decline in 

the trade surplus for the month was attributable 

to the significant rise in the import bill which 

outpaced export earnings by E78.8 million.  

Month-on-month, exports increased marginally by 

1.7 per cent, totalling E2.113 billion in February 

2020 from E2.078 billion in January of the same 

year. Imports on the other hand, increased by 6.0 

per cent to record E2.010 billion in the review 

month compared to E1.896 billion the preceding 

month.   

Figure 24: Merchandise Trade; October 2019 
to February 2020 

Source: Eswatini Revenue Authority 
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month of February, higher than those of previous 

month which were valued at E232.3 million. 

Exports of wood and wood articles recorded a 

monthly increase of 4.8 per cent, from E119.7 

million in January 2020 to E125.4 million in 

February 2020.  

An analysis of the country’s major imports for the 

second month of the year indicates that, ‘fuel, 

fuel lubricants and electrical energy’ remained 

Eswatini’s leading import class making up 15.8 per 

cent of total import invoices for the month, 

despite undergoing a monthly dip of 14.5 per cent 

to total E316.9 million in February. Imports of 

vehicles and other transport rose by 22.8 per cent 

registering E105.1 million for the review month. 

Invoices from machinery, appliances and 

electrical material imports increased significantly 

by 33.4 per cent, posting E227.9 million in the 

month of February 2020.   

3.7.2 Exchange Rates Developments 

Since the MPCC meeting of January 2020, the 

Lilangeni/Rand exchange rate weakened against 

the major trading currencies.  When compared 

against the US Dollar, the Lilangeni depreciated 

from a monthly average of E14.44 in December 

2019 to E15.01 to the US Dollar in February 2020. 

The Rand fell to its lowest against the US Dollar 

depreciating to within a distance of the E16-mark 

as concerns of low growth in South Africa driven 

by the ongoing power load shedding grew. 

Moody’s decision to cut South Africa’s growth 

forecasts for 2020 which increases the likelihood 

of a credit downgrade to South Africa’s sovereign 

credit rating by the agency to which markets also 

wait in anticipation, weighed heavily on the Rand 

performance. Meanwhile, on the global front 

investor sentiments continue to be aligned with 

the coronavirus COVID-19 out-break which has 

prompted a risk-off phase to the detriment of 

emerging market currencies. Against the Euro, 

the local unit was weaker at an average of E16.37 

compared to the E16.04 recorded in December 

2019 and also depreciated from E18.92 in 

December 2019 to E19.46 against the Pound 

Sterling in February 2020.  

Figure 25: Lilangeni Exchange Rates against 
Selected Major Currencies 

 
Source: Central Bank of Eswatini 

Risks to the rand remain skewed to the downside 

largely in line with the challenging fiscal 

environment and persistent low growth stint in 

South Africa which might push Moody’s to review 

South Africa’s credit rating to junk status. Further 

weakening going forward is also expected as the 

global economy comes to terms with the 

economic impact of the coronavirus as this is 

likely to see global demand for emerging market 

economies currencies reduced. As at the end of 

February 2020, the US Dollar stood at E15.60, the 

Pound Sterling at E20.09 while the Euro stood at 

E17.16 to the local unit.  
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PART B: INFLATION 

DEVELOPMENTS 

4.1 Headline Inflation 

The headline consumer inflation rose to a 10-month 

high, recording 2.7 per cent in January 2020 from 

2.0 per cent in December 2019. The increase in 

consumer inflation was mainly driven by increases 

in administered prices, which increased by 3.2 per 

cent in January 2020 from 1.6 per cent in 

December 2019. Among the significant 

administered prices’ category was ‘transport 

services’, which grew by 8.1 per cent in the period 

under review following the final approval and 

implementation of hikes in public transport fares 

(i.e. public transport fares by road for short 

distances increased by approximately 30 per cent 

effective January 2020). The increase in prices for 

transport services, coupled with the low base 

effects from previous year in fuel prices, resulted 

in an acceleration in transport inflation from 1.8 

per cent in December 2019 to 6.4 per cent in the 

period under review. In addition, food prices grew 

at a faster pace at 3.6 per cent in January 2020 

from 2.7 per cent the previous month. The increase 

in food inflation was mainly driven by increases in 

the prices of ‘meat and meat products’, ‘dairy 

products’ and ‘sugar and sugar products’. 

The above increases were partially offset by a 

slowdown in the price index for ‘clothing and 

footwear’. There was a decrease in the prices of 

footwear items and a slower increase in the prices 

of garments. As a result, the index for ‘clothing and 

footwear’ moderated to 0.4 per cent in January 

2020 from 2.1 per cent in the previous month.  

 
 

Figure 26: CPI Components; January 2019 to 
January 2020  

 
Source: Central Statistical Office 

4.2 Inflation and Interest Rate Trends in Eswatini 

The Bank maintained its policy stance in January 

2020 at 6.5 per cent, whilst the SARB cut the repo 

rate by 25 basis points to 6.25 per cent in January 

2020.    

Figure 27: Inflation and Discount Rates 

 
Source: Central Statistics Office and Central Bank of Eswatini 

 

4.3 Inflation Outlook 

Eswatini’ s inflation forecasts in the medium term 

have been revised upwards as inflationary pressure 

from food prices, housing rentals and the approved 

utility tariff of electricity and ultimately water 

tariff build up. The first quarter of 2020 began with 

a slow acceleration of inflation in January 2020, 
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raising the expected outturn for the first quarter of 

the year. Exerting pressure on inflation is the 

expected increase in oil prices and the projected 

rand depreciation. Domestically, food prices are 

expected pick up following a low crop production 

season to which a low harvest in the 2019/2020 

cropping season is expected especially in South 

Africa. Housing rental prices are also expected to 

pick up but lower than the previous years. As a 

result, the annual forecast for 2020 has been 

revised to 3.63 per cent, up from the 3.46 per cent 

forecasted in January 2020. The first quarter of 

2020 is forecast at 2.64 per cent (from 2.28 per 

cent), at 3.81 per cent in the second quarter (from 

3.57 per cent) before settling at 4.05 per cent in 

the fourth quarter of the year. The medium term 

trajectory remains subjected to the changes in 

administered prices. Furthermore, increases in the 

Brent oil prices and a weakening in the Rand 

against major currencies (driven by weak 

fundamentals in South Africa and the effects of the 

coronavirus COVID-19), pose as upside risk to the 

outlook. In the short to medium term, the forecasts 

show that inflation will average 4.25 per cent in 

2021, slightly up from 4.12 per cent forecasted 

previously and 2022 forecast is from 3.89 per cent 

estimated in January 2020 to 4.14 per cent. 
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