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Real GDP Preliminary estimates reflect that real GDP is estimated to have increased 

by 1.9 per cent in 2017 compared to 1.4 per cent in 2016. Economic activity 

is projected to decelerate to 1.3 per cent in 2018 before picking up to 2.0 and 

2.7 per cent in 2019 and 2020, respectively. 

Inflation Annual consumer inflation was unchanged at 4.9 per cent in July 2018, same 

as the previous month. Food inflation remained in the deflation zone for the 

fourth consecutive month, recording a deflation of 1.1 per cent in July 2018 

from a deflation of 0.7 per cent in June 2018. 

Foreign reserves Gross Official Reserves declined by 10.5 per cent over the month of August; 

from E7.2 billion in July 2018 to E6.5 billion at the end of August 2018.  At 

this level the Reserves were sufficient to cover an estimated 3.0 months of 

imports, lower than the 3.3 months recorded in July 2018. 

Exchange rate Since the previous MPCC meeting, the Lilangeni depreciated by 5.7 per cent 

against the US Dollar to average E14.06 in August 2018 compared to the 

E13.30 recorded in June 2018. Against the Pound Sterling, it depreciated by 

2.5 per cent to average E18.12 in August from E17.67 in June whilst against 

the Euro it weakened to E16.24,  recording a 4.6 per cent decline from E15.53 

in June 2018 

Credit Extension Credit extended to the private sector grew by 11.2% (y-o-y) in July 2018 

compared to a growth of 10.7% recorded in June 2018. Month-on-month, 

private sector credit increased slightly by 1.1 per cent compared to a growth 

of 2.2% in June 2018.  

Public Debt Preliminary figures indicate that total public debt stood at E13.5 billion, an 

equivalent of 21.6 per cent of GDP at the end of August 2018. This reflects an 

increase of 4.6 per cent from the E12.9 billion recorded in July 2018. 

Balance of Payments The country’s trade balance recorded a deficit of E169.2 million in July 2018, 

compared to a wider deficit of E201.2 million in the previous month. 

Major Highlights 



 

PART A: ECONOMIC REVIEW 

       

 

1.1 Global GDP Growth                                                                                                                                                                                                                                                                                                                     

According to the IMF World Economic Outlook 

released in 18 July 2018, global growth expanded by 

3.7 per cent in 2017 and is projected to grow by 3.9 

per cent in 2018 and 2019, respectively. The IMF 

notes that the risk of worse outcomes has increased, 

even for the near term. The IMF further highlights 

that the overall global growth outlook remains 

subdued amid rising tensions over international 

trade and a protectionist narrative by key economic 

powers. 

The latest IMF WEO points to strong growth in 

advanced economies, pulled by the US. However, 

economic growth has slowed, particularly in the 

Eurozone, Japan, and the United Kingdom. Growth in 

advanced economies is expected to remain above 

trend at 2.4 per cent in 2018, similar to 2017 before 

easing to 2.2 per cent in 2019 (IMF WEO, July 2018). 

Information coming out of the latest Federal Open 

Market Committee (FOMC) minutes show strong US 

employment numbers and firming inflation. The 

most recent FOMC statement indicates that, if the 

strong growth in labour income and jobs continue, 

further gradual increases in the target range for the 

federal funds rate will likely be appropriate (US 

Federal Reserve, August 2018). 

In this regard, according to IMF, the US FED is on 

track to continue raising interest rates over the next 

two years, tightening its monetary policy compared 

with other advanced economies and strengthening 

the US dollar (IMF.org, 28 August 2018). 

For EMDEs as a group, the IMF in its latest World 

Economic Outlook Report projects growth rates of 

4.9 per cent for 2018 and 5.1 per cent for 2019. 

These aggregate numbers, however, conceal diverse 

changes in individual country assessments. 

Financial conditions remain generally supportive of 

growth, though there has been differentiation 

across countries based on economic fundamentals 

and political uncertainty (IMF WEO, July 2018).   

Furthermore, the IMF highlights that, in the recent 

months, emerging market and developing 

economies (EMDEs) have experienced rising oil 

prices, higher yields in the United States, US dollar 

appreciation, trade tensions, and geopolitical 

conflict. Supply disruptions and geopolitical 

tensions have helped raise oil prices, benefiting 

emerging oil exporters (for example, Russia and 

Middle Eastern suppliers) but harming importers 

(for example, India).  

According to the US Bureau of Economic Analysis, 

the US economy grew by an annualized 4.2 per cent 

quarter-on-quarter in the three months to June 

2018, marginally higher than a preliminary reading 

of 4.1 per cent, the second estimate showed. It was 

the strongest growth rate since the third quarter of 

1.0 GLOBAL ECONOMIC 
CONDITIONS 
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2014, as non-residential fixed investment rose more 

than anticipated, mainly boosted by software and 

information processing equipment (US Bureau of 

Economic Analysis, 29 August 2018). 

GDP growth statistics sourced from Eurostat 

indicate that, the Eurozone economy expanded by 

0.4 per cent in the second quarter of 2018, 

unrevised from the second estimate and the same 

pace as in the previous period. Fixed investment and 

household consumption were the main drivers of 

growth, while net external demand contributed 

negatively to the expansion (Eurostat, 7 September 

2018). 

The UK economy grew by 0.4 per cent quarter-on-

quarter in the three months to June 2018, following 

a 0.2 per cent expansion in the first quarter of 2018, 

preliminary estimate showed. Key drivers of growth 

in the second quarter were; household consumption 

and fixed investment, which rebounded firmly, 

while net trade subtracted from growth (UK Office 

for National Statistics, 10 August 2018). 

 

1.2 Advanced Economies CPI 

According to statista.com, the global inflation rate 

will average 3.49 per cent in 2018 compared to 3.05 

per cent in 2017. Global inflation trends remained 

upbeat in June, as commodity and energy prices 

remained stable but elevated. This may play directly 

into the hands of key central bank policymakers like 

the European Central Bank (ECB) and the Bank of 

England (BOE), who have committed to ending 

quantitative easing (QE) soon. 

The US Bureau of Labour Statistics reported on 13 

September 2018 that, US annual inflation rate fell by 

2.7 per cent in August 2018 from 2.9 per cent in July 

and below market expectations of 2.8 per cent. It 

was the lowest reading in four months amid a 

slowdown in the cost of fuel, gasoline and shelter 

(US Bureau of Labour Statistics, 13 September 

2018).  

According to the latest Eurostat report, the 

Eurozone annual inflation rate eased to 2.0 per cent 

in August 2018 following the previous month’s five-

and-a-half year of 2.1 per cent. This was due to 

subdued increases in the cost of services, energy and 

non-energy industrial goods (Eurostat, 31 August 

2018).   

Consumer price inflation in the UK rose to an annual 

rate of 2.5 per cent in July 2018 from a year low of 

2.4 per cent in the previous month and in line with 

market expectations. Inflation picked up for the first 

time since last November. Main upward pressures 

came from transport, recreation and culture. The 

annual core inflation rate stood at 1.9 per cent in 

July, the lowest since March 2017. On a monthly 

basis, consumer prices were unchanged for the 

second straight month, compared with market 

expectations of a 0.1 per cent drop (UK Office for 

National Statistics, 15 August 2018). 
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1.3 Monetary Policy in Advanced Economies 

According to the FOMC Statement issued on 2 

August 2018, the Committee decided to maintain 

the target range for the federal funds rate at 1.75 per 

cent to 2 per cent, in line with market expectations. 

Policymakers said the labour market has continued 

to strengthen and economic activity has been rising 

at a strong rate, suggesting a likelihood of a rate hike 

at its next meeting in September (US Federal 

Reserve, 2 August 2018).  

At its 13 September 2018 meeting, the European 

Central Bank (ECB) left its benchmark-refinancing 

rate at 0.0 per cent, in line with market expectations 

and confirmed halting its quantitative easing 

programme. The ECB highlighted that the monthly 

pace of the net asset purchases will be reduced to 

€15 billion from the period of September to 

December 2018, and will then end. ECB viewed 

slower-than-expected growth in the second quarter 

as temporary and affirmed they were more 

confident inflation would return to levels consistent 

with their goal of just under 2 per cent in coming 

months. The ECB in its Statement highlights that, 

“The risks surrounding the euro area growth outlook 

can still be assessed as broadly balanced. At the same 

time, risks relating to rising protectionism, 

vulnerabilities in emerging markets and financial 

market volatility have gained more prominence 

recently”  (European Central bank, 13 September 

2018). 

The Bank of England (BOE) on 13 September 2018, 

voted unanimously to keep its Bank Rate steady at 

0.75 per cent, following a 25 basis point hike at its 2 

August 2018 meeting. The BOE’s Monetary Policy 

Committee further voted to maintain the stock of 

sterling non-financial investment-grade corporate 

bond purchases, financed by the issuance of central 

bank reserves, at £10 billion and the stock of UK 

government bond purchases, financed by the 

issuance of central bank reserves, at £435 billion.  

Extracts from the BoE Monetary Policy Summary: 

“The MPC continues to recognize that the economic 

outlook could be influenced significantly by the 

response of households, businesses and financial 

markets to developments related to the process of EU 

withdrawal. Since the Committee’s previous meeting, 

there have been indications, most prominently in 

financial markets, of greater uncertainty about future 

developments in the withdrawal process – Brexit”. 

The BOE therefore highlighted that any future 

increases in the Bank Rate will likely be at a gradual, 

limited and minimal pace (Bank of England, 13 

September 2018).  

 

 

 

 

 



ECONOMIC REVIEW AND INFLATION REPORT  5 

 

 

 

 

 

2.1 GDP Growth                                                                                                                                                                                                                                                                                                                     

According to latest report by Statistics South Africa, 

the South African economy shrank by a seasonally 

adjusted and annualized 0.7 per cent in the second 

quarter of 2018, following a 2.6 per cent contraction 

in the first quarter of 2018, plunging the country 

into a technical recession. Agriculture, transport and 

trade were the largest negative contributors to the 

growth outcome. The agriculture sector contracted 

by 29.2 per cent, and contributed -0.8 percentage 

points to GDP growth while transported shrunk by 

4.9 per cent and contributed -0.4 of a percentage 

point to growth. Trade contracted by 1.9 per cent 

and contributed -0.3 percentage point to growth 

(Statistics South Africa, 7 September 2018).  

According to the South African Reserve Bank’s 

(SARB) July Monetary Policy Committee (MPC) 

Statement, South Africa’s economic growth outlook 

for this year is weaker than was expected in May 

2018. Following the broad-based contraction of 2.2 

per cent in the first quarter and early indications of 

modest growth in the second quarter, the SARB’s 

forecast now indicates a growth rate of 1.2 per cent 

for 2018 compared with 1.7 per cent previously. The 

forecast for 2019 is 1.9 per cent, marginally higher 

than the previous forecast of 1.7 per cent, while the 

forecast for 2020 is unchanged at 2.0 per cent. The 

SARB highlighted that at these growth rates, the 

negative output gap would be wider in the near term 

but still expected to close in 2020. 

 

2.2 Consumer Prices 

The annual inflation rate in South Africa rose to 5.1 

per cent in July 2018 from 4.6 per cent in June and 

above market expectations of 5.0 per cent. It was the 

highest inflation rate since September last year, 

boosted by costs of housing and utilities and 

transport.  Annual core inflation rate, which 

excludes cost of food, non-alcoholic beverages, 

petrol and energy, advanced to 4.3 per cent in July 

from 4.2 per cent in June, in line with market 

consensus. On a monthly basis, consumer prices 

went up by 0.8 per cent, after rising by 0.4 per cent 

in June and slightly higher than forecasts of 0.7 per 

cent (Statistics South Africa, 22 August 2018).  

The SARB stated that the increase in value-added tax 

(VAT) from 14 per cent to 15 per cent had less effect 

on inflation than previously anticipated.  Headline 

inflation is now expected to average 4.8 per cent in 

2018 (down from 4.9 per cent) before increasing to 

5.6 per cent in 2019 and decreasing again to 5.4 per 

cent in 2020 (up from 5.2 per cent in both years). 

Headline CPI inflation is expected to peak at around 

5.7 per cent in the first and second quarters of 2019. 

The forecast for core inflation is 4.6 per cent in 2018 

(up from 4.5 per cent), 5.5 per cent in 2019 and 5.3 

per cent in 2020 (up from 5.1 per cent in both years). 

According to the SARB, the weaker exchange rate 

2.0 ECONOMIC DEVELOPMENTS IN 

SOUTH AFRICA 
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and the elevated oil price assumptions pose an 

upside risk to inflation (South Africa Reserve Bank, 

19 July 2018). 

 

2.3 Monetary Policy                                                                                                                                                                                                                                                                                                                     

The South African Reserve Bank kept its benchmark 

repo rate steady at 6.5 per cent on 19th July 2018 as 

widely expected. Policymakers said the decision is 

appropriate and accommodative given the current 

state of the economy. The Committee noted a 

deterioration in the inflation outlook due to supply-

side factors.  

 

 

3.1 GDP Developments  

3.1.1 GDP Growth 

Economic activity, as measured by real GDP, is 

projected to decline by 0.4 per cent in 2018 in the 

wake of weakening fiscal and external positions. The 

ongoing government’s cash flow challenges 

triggered the accumulation of domestic arrears and 

reinforced the need for fiscal consolidation, which 

manifested through cuts in both recurrent and 

capital expenditure as well as increases in some tax 

rates in 2018/19 fiscal year. This is expected to 

weigh negatively on growth in the short-term. On 

the external sector, the anticipated weak 

performance of the South African economy in 2018 

is expected to slow down the demand for Eswatini’s 

exports, as South Africa is the country’s major 

trading partner. The South African economy, which 

slipped into a technical recession in the second 

quarter of 2018, is projected to contract by 0.7 per 

cent in 2018 compared with growth of 2.9 per cent 

in 2017. 

The demand factors notwithstanding, agriculture, 

agro-processing electricity and water supply 

subsectors are expected to contribute positively to 

growth largely boosted by a full recovery from the 

effects of the El Nino induced drought experienced 

in 2015 and 2016. These sectors will also benefit 

from the continued implementation of new 

investments and expansions undertaken by already 

existing businesses, particularly under the Lower 

Usutu Smallholder Irrigation Project (LUSIP). 

The primary sector is projected to grow by 1.3 per 

cent in 2018 from a contraction of 4.2 per cent in 

2017, as the sector fully recovers from the effects of 

the 2015/16 drought situation. This sub-sector is 

expected to contribute 1.1 per cent to the overall 

growth in 2018.  Crop production is anticipated to 

increase by 5.7 per cent with activity on both the 

Swazi Nation Land and Individual Tenure Farms 

expected to remain resilient, benefiting from better 

rainfall, expansion of acreage under crop production 

and envisaged improvements in productivity and 

efficiency gains. Animal production is also expected 

to recover during the review period, growing 

marginally by 0.1 per cent in 2018 compared to a 

15.8 per cent decline in 2017, supported favourable 

3.0 DOMESTIC ECONOMIC 

DEVELOPMENTS 
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weather conditions.  The livestock sector is also 

expected to benefit from investments made in the 

dairy industry. However, challenges on the 

marketing side such as the European Free Trade 

Association (EFTA) ban on beef exports (effected in 

September 2017) would affect demand for 

commercial slaughters and thus keep growth in the 

livestock sector at modest levels. Developments in 

the mining and quarrying industry are mixed in 

2018. Coal production is projected to decline in 

2018 as a result of geological constraints that 

continue to negatively impact on coal yields. 

Quarried stone production is projected to be 

positive in the short term in line with increased 

construction activity particularly road 

infrastructure projects under implementation.  

The decelerating manufacturing activity is expected 

to dampen growth in the secondary sector. The 

manufacturing industry is projected to decline by 

0.3 per cent in 2018, due to slowing external 

demand and other markets-related issues, 

particularly in the food processing and textile 

industries. The meat processing industry is 

expected to continue to suffer from the EFTA-

exports ban, with no new markets anticipated in the 

short-term to fully replace the shortfall from the 

ban. The textile industry, on the other hand, is 

expected to suffer from the knock-on effects from 

the developments in the South African economy in 

the short-term, which has led to closure of some 

textile firms in the country.   

Despite the ongoing fiscal challenges, construction 

sector activity is expected to improve during the 

year under review, boosted by increased activity in 

both the private and public sectors. Private sector 

construction is driven by the move by some 

corporate entities who have ventured into 

construction of their own buildings for office space 

as well as commercial centre expansions targeted at 

shopping malls and other office space for rental. On 

the public sector, even though capital expenditure 

has been cut back in the wake of fiscal cash-flow 

challenges, there is continuous implementation of 

major public projects, which have been broadly 

financed through external loans. As a result, 

construction activity is projected to remain positive 

in the short-term.  

Electricity generation and water supply subsectors 

are projected to remain positive, mainly supported 

by improvement in climatic conditions. Electricity 

generation is expected to increase by 16.6 per cent 

in 2018 with hydro powered production benefiting 

from improved dam levels and increased generation 

by individual power producers. On the other hand, 

water supply is anticipated to grow by 2.9 per cent 

in line with an increase in both water consumption 

and new connections boosted by completion of 

water sanitation projects (SISOMA) in the southern 

region. 



ECONOMIC REVIEW AND INFLATION REPORT  8 

 

 

 

The tertiary sector, which is largely influenced by 

the fiscal sector developments is expected to 

contract by 1.3 per cent in 2018, contributing -0.7 

per cent to GDP growth. Wholesale and retail 

activity is projected to decelerate by 6.9 per cent in 

2018 largely due to depressed real disposable 

incomes. Government’s implementation of a hiring 

freeze is expected to result in reduced activity in 

public administration (zero growth), a development 

that will have spillover effects to other sectors. The 

‘Wholesale and retail’ sector is likely to be 

negatively affected by tighter spending patterns 

caused by a decline in real wages for the public 

sector. The ‘Financial” sector will be affected by 

increasing household indebtedness, slowdown in 

lending to corporates and rising non-performing 

loans linked to the accumulation of payment arrears 

by government.  

Other sub- sectors, such as ‘Information and 

communication’, and ‘Real estate’, will benefit from 

the innovation of new products, reduced pricing 

(mainly data packages), increasing volumes and the 

completion of some commercial buildings for rental 

space. The transportation sub-sector (which has 

direct links with activity under manufacturing, 

mining, construction, agriculture and construction 

sectors), is expected to slow down due to weak 

performance of the secondary sector, particularly 

manufacturing and mining activities.  

 

Figure 1: GDP Developments 2013 - 2018 

 
Source: CSO, MEPD and CBS 
 

The short-medium term growth outlook is expected 

to remain challenged, as the fiscal situation is not 

expected to improve (at least in the short-term). The 

impact of this will be on both recurrent and capital 

spending which will reduce demand for goods and 

services in the country. Growth will thus be driven 

by supply side developments, including increased 

agriculture production boosted by continued 

expansions under LUSIP 2. The manufacturing 

activity is expected to benefit from the regaining of 

the AGOA market by Eswatini as well as new trade 

agreements, which will avail new markets for the 

country’s exports.  

3.1.2 Selected Economic Indicators 

 Electricity Consumption 

Total electricity consumption (seasonally adjusted) 

recorded zero growth in the quarter ended June 

2018, from a 2.3 per cent decline in the quarter 

ended March 2018. Electricity consumption by the 

‘irrigation power and bulk’ and ‘commercial’ 
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categories recorded positive growth during the 

quarter under review, whilst consumption from the 

‘domestic’ category slightly declined.  

 

Figure 2: Electricity Consumption; 2016Q1 to 

2018Q2 

 
Source: Eswatini Electricity Company (SEC) 
Notes: Raw data seasonally adjusted using TRAMO-SEATS  

Electricity consumption by the ‘irrigation power and 

bulk’ category grew by 1.2 per cent in the second 

quarter of 2018, recovering from a 6.2 per cent 

decline in the previous quarter. This growth reflects 

an improvement in economic activity in the 

agricultural sector. The non-agricultural 

manufacturing sector represented by the 

‘commercial’ category also recorded marginal 

growth of 0.1 per cent during the quarter ended June 

2018, from 2.9 per cent in the previous quarter. On 

the other hand, electricity consumption by the 

‘domestic’ category decreased by 0.2 per cent in the 

period under review. 

 

 Water Consumption 

Total treated water consumption (seasonally 

adjusted) rose by 6.0 per cent in the quarter ended 

June 2018 from a marginal 0.1 per cent growth in 

the previous quarter, mainly due to an increase in 

volume sales to commercial customers.   

Figure 3: Water Consumption; 2016Q1 to 
2018Q2 

 

Source: Eswatini Water Services Corporation (SWSC) 

Treated water consumption volumes for 

commercial purposes grew by 13.1 per cent, in the 

quarter under review, from a 2.6 per cent decline 

recorded in the previous quarter. Water 

consumption by residential customers recorded 

zero growth over the period under review. The total 

number of connections increased by 2.5 per cent to 

44,092 in the quarter ended June 2018. Connections 

to the ‘Domestic’ category grew by 2.4 per cent, 

whilst connections to the ‘commercial’ category 

rose by 4.1 per cent, during the period under review.   

 

250.00

255.00

260.00

265.00

270.00

275.00

280.00

285.00

290.00

G
W

h

2.700

2.800

2.900

3.000

3.100

3.200

3.300

M
il

li
o

n
 K

il
o

li
tr

es



ECONOMIC REVIEW AND INFLATION REPORT  10 

 

 

 

 Mining and Quarrying 

Following a decline of 22.8 per cent in the quarter 

ended March 2018, coal production grew by 7.1 per 

cent in the quarter ended June 2018. Despite the 

increase on a quarter-on-quarter basis, coal 

production remain lower by about a third from 

previous year levels.  

Figure 4: Quarried Stone and Coal Production; 

2015Q1 to 2018Q2 

 

Source: Ministry of Natural Resources and Energy 

Geological constraints continue to weigh on coal 

yields, which in turn affect saleable coal production. 

Following a slow start in the first three months of 

2018, quarried stone production almost doubled 

from 52,148 cubic metres in the first quarter of 

2018 to 100,505 cubic meters in the quarter under 

review. The significant jump in quarried stone 

production mainly benefitted from the continuous 

implementation of externally financed public sector 

road infrastructural projects.  

 

 Construction 

According to preliminary figures sourced from 

municipalities and town boards, the total number of 

building plans approved increased by 17.5 per cent 

to 188 units in the quarter ended June 2018, up from 

a decline of 9.6 per cent recorded in the quarter 

ended March 2018. All the sub-categories for 

building plans approved recorded increases during 

the quarter ended June 2018, reflecting an 

acceleration in planned construction activity 

(particularly in the private sector).  

Figure 5: Building Plans Approved; 2016Q1 to 

2018Q2 

 

Source: City Councils, Town Councils and Town Boards 

The number of building plans approved for 

‘residential’ purposes increased by 7.1 per cent in 

the second quarter of 2018, while building plans for 

‘commercial’ and ‘other’ purposes recorded double 

digit growth. In line with the increase in volumes, 

the total value of building plans approved rose by 

43.0 per cent to E190.2 million in the quarter ended 
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June 2018, from E132.9 million in the quarter ended 

March 2018. 

 Fuel Imports 

Total fuel import volumes slightly declined by a 

seasonally adjusted 0.9 per cent month-on-month in 

July 2018 from zero growth recorded in June 2018. 

Contributing to this observed moderation were 

decreases in petrol and paraffin import volumes. 

Petrol import volumes decreased by a seasonally 

adjusted 2.1 per cent in July 2018 from an increase 

of 2.1 per cent in June 2018. Paraffin import 

volumes, on the other hand, remained on a 

downward trend, decreasing by 4.5 per cent 

(seasonally adjusted) in July 2018 following a 

decline of 8.3 per cent in the previous month.  

Figure 6: Fuel Imports; Jan 2017 to July 2018 

Source: Ministry of Natural Resources and Energy 

On the contrary, diesel import volumes, which 

track commercial road freight economic activity, 

slightly increased by a seasonally adjusted 0.9 per 

cent in July 2018, from a 2.1 per cent decline in 

June 2018.  

3.2 Monetary Sector 

3.2.1 Gross official Reserves 

Gross Official Reserves declined by 10.5 per cent 

over the month; from E7.2 billion in July 2018 to 

E6.5 billion at the end of August 2018. This 

development was mainly due to a drawdown to 

finance Government expenditures. Consequently, 

the Reserves were sufficient to cover 3.0 months of 

estimated imports of goods and services, lower than 

the 3.3 months covered in July 2018. Compared 

year-on-year, Gross Official Reserves depicted a fall 

of 11.8 per cent.   

Figure 7: Gross Official Reserves & Import Cover 

 
Source: Central Bank of Eswatini 

 

3.2.2 Credit Extension 

Credit extended to the private sector increased 

slightly by 1.1 per cent to reach E14.6 billion at the 

end of July 2018, from E14.5 billion in June 2018. 

The increase in credit was observed in credit 

extended to the Business sector while credit 
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extended to both Households and Other Sectors 

declined. Compared over the year, credit extended 

to the private sector increased by 11.2 per cent.  

Figure 8: Private Sector Credit: Monthly Changes 

Source: Central Bank of Eswatini 

Credit to the Business Sector trended upwards by 

7.7 per cent month-on-month to settle at E6.9 billion 

at the end of July 2018. The improved demand for 

credit was mainly observed in the following 

industries; Manufacturing (39.7 per cent), Mining & 

Quarry (17.5 per cent) and Construction (9.3 per 

cent). In contrast, there was a decrease in credit to 

Agriculture & Forestry (-9.3 per cent) and 

Community, Social & Personal Services (-1.5 per 

cent). 

Credit to Other Sectors (Local Government, 

Parastatals and Other Financial Corporations) 

shrank by 3.5 per cent to reach E2.1 billion in July 

2018 . The decline was observed in credit extended 

to Local Government (-53.1 per cent) and 

Parastatals (-9.9 per cent). Credit to Other Financial 

Corporations however increased slightly by 1.9 per 

cent. Over the year, credit to Other Sectors 

accelerated by 71.4 per cent.  

Figure 9: Household Credit by Product: Monthly 
Changes 

Source: Central Bank of Eswatini 

Credit to Households & Non-Profit Institutions 

Serving Households (NPISH) contracted by 4.4 per 

cent month-on-month to reach E5.6 billion at the 

end of July 2018. This development was attributed 

to a fall of 10.3 per cent in Other Personal 

(unsecured) Loans and 2.7 per cent in Housing 

Finance. Motor Vehicle Finance however, picked up 

by 1.7 per cent from the previous month. Compared 

year-on-year, Credit to Households & Non-Profit 

Institutions Serving Households (NPISH) declined 

by 6.6 per cent.  

3.2.3 Money Supply 

Broad Money Supply (M2) amounted to E17.6 

billion at the end of July 2018, reflecting a month-

on-month growth of 3.6 percent. This was a result of 
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a rise in both Narrow Money Supply (M1) and Quasi 

Money Supply. Year-on-year, Broad Money Supply 

increased by 6.8 per cent.  

Figure 10: Money Supply: Monthly Changes 

Source: Central Bank of Eswatini 

Narrow Money Supply (M1) went up by 7.7 per cent 

from E6.0 billion in June 2018 to E6.4 billion at the 

end of July 2018. This development was on account 

of Transferable (demand) Deposits which increased 

by 9.6 per cent over the period under review. 

Currency in Circulation, on the other hand, 

contracted by 7.0 per cent over the same period. 

Over the year, Narrow Money Supply (M1) 

increased by 20.2 per cent. 

Quasi Money Supply stood at E11.2 billion at the end 

of July 2018, reflecting a month-on-month increase 

of 1.4 per cent. Growth was recorded in both its 

components over the review period. Time Deposits 

grew by 1.7 per cent while Savings Deposits rose by 

0.2 per cent in July 2018. Year-on-year, Quasi Money 

Supply grew by 0.4 per cent. 

 

3.3 Public Debt 

Preliminary figures indicate that total public debt 

stood at E13.5 billion, an equivalent of 21.6 per cent 

of GDP at the end of August 2018. This reflects an 

increase of 4.6 per cent from the E12.9 billion 

recorded in July 2018. 

At the end of August 2018, external debt stood at 

E5.5 billion, an equivalent of 8.9 per cent of GDP. 

This shows that external debt increased by 5.8 per 

cent from the previous month. The increase was 

mainly attributed to the depreciation of the 

Lilangeni exchange rate against the USD and other 

major currencies in which the country’s liabilities 

are denominated. 

Domestic debt stood at E7.9 billion at the end of 

August 2018, equivalent to 12.6 per cent to GDP. 

Domestic debt increased by 2.6 per cent when 

compared to the previous month. The marginal 

increase was a result of Plain Vanilla Bonds issued 

during the month, which was nevertheless offset by 

maturities during the same period. 

3.4 External sector 

3.4.1 Trade Developments 

Eswatini’s merchandise trade balance recorded a 

deficit of E169.2 million in July 2018, compared to a 

wider deficit of E201.2 million in the previous 

month. The muted deficit posted in July was on 

account of slower growth recorded in imports 
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against the growth in exports. Export receipts grew 

by 3 per cent month-on-month in July with imports 

registering slower growth at 1 per cent. 

 

Figure 11: Merchandise Trade; January 2018 to 

July 2018 

 
Source: Eswatini Revenue Authority 

Data indicates that there has been persistent month-

on-month deficits recorded in the merchandise 

trade account since January 2018. In May 2018, the 

deficit reached an all-time high of E245.6 million 

after recording a record low of E43.7 million in 

March. Year to date, the only surplus recorded in the 

account amounted to E28.6 million in the month of 

February.  

Considering the first seven months of the year, the 

country recorded a trade deficit of E909.0 million, a 

turnaround from the E773.6 million and E737.2 

million surpluses in the same period in 2017 and 

2016, respectively. 

Earnings from the export of miscellaneous edibles 

rose by a mild 7.3 per cent month-on-month to 

E839.6 million in July. In the same period, textiles 

posted a significant 30.1 per cent increase in export 

earnings to E275.7 million. On the contrary, exports 

receipts from sugar and sugar products fell to 

E319.2 million in July, a 23.6 per cent decline from 

the previous month. 

South Africa remains the country’s major source of 

imports, accounting for 76.5 per cent of total 

imports from January to July 2018, with the top five 

countries (RSA, China, India, Japan, and Ireland) 

accounting for 87.9 per cent of year-to-date total 

imports. The cost of fuel imports, in July, increased 

by 10.7 per cent month-on-month to E262.3 million. 

3.4.2 Exchange Rates Developments 

Over the last two months, political tensions in South 

Africa and the renewal of trade tensions sanctioned 

by the US on other economies exerted pressure on 

the Rand/Lilangeni, hence forcing the Lilangeni to 

depreciate against major currencies. Recent global 

economic developments regarding the Turkish 

economy and the significant depreciation in the 

Turkish Lira by almost 50 per cent to the US dollar 

(since the beginning of 2018) had a contagion effect 

on emerging markets currencies including the Rand. 

The technical recession recorded by the South 

African economy would further weigh down on the 

rand going forward. The land reform policy in South 

Africa also dominated market sentiments battering 

any upside potential for the Rand to appreciate.  
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Since the previous MPCC meeting, the Lilangeni 

depreciated by 5.7 per cent against the US Dollar to 

average E14.06 in August 2018 compared to the 

E13.30 recorded in June 2018. Against the Pound 

Sterling, the local unit depreciated by 2.5 per cent to 

average E18.12 in August from E17.67 in June whilst 

against the Euro it weakened to E16.24 recording a 

4.6 per cent decline from E15.53 in June 2018. As at 

4 September 2018, the Rand/Dollar exchange rate 

extended its losses and broke through the E15-mark 

following the news that South Africa had entered 

into a recession in the second quarter of 2018.   

 

Figure 12: Exchange Rates

 
Source: Central Bank of Eswatini 

The Lilangeni remains sensitive to political 

developments in South Africa in part due to the 

ongoing debate around the proposed program to 

expropriate land without compensation by the 

South Africa government. The current trajectory of 

persistent weak economic growth in South Africa 

and the prospects thereof further discourage any 

potential for the Rand/Lilangeni to appreciate and 

or at least stabilize. The pace of monetary policy 

tightening by the US Fed and the spillover effects of 

the trade tensions by US on other economies pose a 

downside risk to the Rand/Lilangeni exchange rate. 
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1.1 Headline Inflation 

The country’s annual consumer inflation remained 

unchanged at 4.9 per cent in July 2018 same as in 

June 2018. Food inflation remained in the deflation 

zone for the fourth consecutive month, recording a 

deflation of 1.1 per cent in July 2018 from a deflation 

of 0.7 per cent in June 2018. The deceleration in food 

inflation mainly resulted from decreases in the 

prices for ‘vegetables’, ‘oils and fats’ and ‘fish and 

seafood’. Additional deflationary pressures 

emanated from the ‘furnishing and household 

equipment’ which declined to 2.1 per cent in July 

2018 from 2.6 per cent in the previous month. 

Figure 13: Inflation Trends and Components; 

July 2017 to July 2018 

 
Source: Central Statistics Office  

 

The above decreases were counteracted by 

increases in the price indices for ‘transport’ and 

‘clothing and footwear’. Transport inflation rose by 

0.5 of a percentage point to 4.3 per cent in July 2018, 

owing to a 50 cent per litre increase in fuel prices 

effected in July 2018. The index for ‘clothing and 

footwear’, on the other hand, grew by 0.8 of a 

percentage point to record a deflation of 1.6 per cent 

in July 2018 from a deflation of 2.4 per cent in the 

previous month.  

On month-on-month rates, inflation increased to 0.1 

per cent in July 2018 up from a deflation of 0.1 per 

cent the previous month. Notable month-on-month 

increases in July 2018 were observed in the price 

indices for ‘food and non-alcoholic beverages’ and 

‘transport’, which equally grew by 0.4 of a 

percentage point during the period under review. 

Core inflation, which is measured as the ‘CPI 

excluding food and non-alcoholic beverages, auto-

fuel and energy’ remained elevated, recording 7.3 

per cent in July 2018 from 7.2 per cent in June 2018. 

On month-on-month rates, core inflation grew 

modestly by 0.1 per cent in July 2018 compared to 

the zero growth recorded the previous month.  

1.2 Inflation and Interest Rate Trends in 

Swaziland 

The Bank maintained its discount rate at 6.75 per 

cent in its July 2018 MPCC meeting, maintaining a 

differential of 0.25 per cent between Swaziland and 
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South Africa. The SARB also maintained its repo rate 

at 6.50 per cent in July 2018. Though inflation has 

been stable over the year 2018, upward pressures 

are beginning to emerge.   

Figure 14: Inflation and Discount Rates 

 

Source: Central Statistics Office and Central Bank of 

Eswatini 

1.3 Inflation Outlook 

In the second quarter of 2018, inflation as measured 

by the consumer price index averaged 4.83 per cent 

up from the 4.30 per cent recorded in the first 

quarter. At this level, the actual inflation is 0.22 of a 

percentage point below the Bank’s forecast of 5.05 

for the quarter. The continuous moderation in food 

inflation, the main driver of the country’s inflation, 

which has remained in the deflation zone for the 

previous four months, contributed to the lower 

inflation outturn. According to the September 2018 

inflation forecasts, inflation for 2018 is expected to 

average at 5.54 per cent (from 5.41 per cent) with 

an upward revision in the last two months of 2018. 

The upward revisions are due to the lagged effects 

of the VAT increase effected in August 2018, the 

recent weakening of the exchange rate and the 

rising oil prices. Hence, inflation is now expected to 

average 5.58 per cent (from 5.89 per cent) in the 

third quarter and 6.47 per cent (from 6.31 per cent) 

in the fourth quarter of 2018. The downward 

revision for the third quarter is in line with the 

persistently low food inflation, which is expected to 

have a slow upswing for the remainder of the year. 

Risks emanating from oil supply shocks and the 

weaker exchange rate, however, remain high with 

oil prices forecasted to remain elevated. In the 

medium term, the Bank forecasts inflation to 

average 6.64 per cent in 2019 down from 6.66 per 

cent. Even though the forecast has been marginally 

revised downward in 2019, inflation is expected to 

remain elevated due to the upside risks. 

Figure 15: Inflation Projections for 2018 (Fan Chart) 
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