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INTRODUCTION

The Central Bank of Eswatini (CBE/
Bank) continues to fulfil its mandate of
formulating and implementing sound
monetary policy to ensure price and
financial stability. The Bank reduced the
discount rate by a cumulative 275 basis
points from 6.50 per cent in February 2020
to 3.75 per cent in July 2020 in an effort
to support economic growth in the midst of
the COVID-19 pandemic.
According to the IMF’s World Economic
Outlook (WEO) published on 6 April 2021,
global growth is projected at 6 per cent
in 2021 following an estimated contraction
of -3.3 per cent in 2020. The contraction
in 2020 is 1.1 percentage points lower
than projected in the October 2020 WEO,
reflecting the higher-than-anticipated
growth outturns in the second half of 2021.
This is envisaged to take place for most
regions following the easing of lockdown
restrictions and as economies adapt to new
ways of doing business. The world economy
is projected to moderate to 4.4 per cent
in 2022, reflecting a 0.2 percentage points
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increase from the October 2020 WEO
estimates. The upward revision reflects
the anticipated Covid-19 vaccine powered
recovery in the second half of 2021.
Domestic inflation averaged 3.9 per cent
in 2020 from an average of 2.6 per cent in
2019. Inflationary pressures were modestly
on the upside throughout the year, reaching
4.6 per cent in December 2020 from a low
2.7 per cent in January 2020. Inflation is
projected to be on an upward trajectory
in the short to medium-term, with a
projection of 4.33 per cent for 2021 and
4.71 per cent for 2022.
The rest of this Policy Statement is
organised as follows: Section 2 reviews
the international economic developments
while Section 3 reviews domestic economic
developments. The inflation outlook and
monetary policy stance is presented in
Section 4, while other developments in
support of financial and price stability are
presented in Section 5, and Section 6 is the
conclusion.
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2.0 GLOBAL ECONOMIC DEVELOPMENTS
2.1 Global GDP Growth
According to the IMF’s World Economic
Outlook (WEO) published on 6 April 2021,
global growth is projected at 6 per cent in
2021 following an estimated contraction of
-3.3 per cent in 2020.

lockdown restrictions and as economies
adapt to new ways of working. The world
economy is projected to moderate to 4.4
per cent in 2022, reflecting a 0.2 percentage
points increase from the October 2020 WEO
estimates.

The contraction in 2020 is 1.1 percentage
points lower than projected in the October
2020 WEO, reflecting the higher-thananticipated growth outturns in the second
half of 2021. This is envisaged to take place
for most regions following the easing of

The upward revision reflects additional
fiscal support in a few large economies,
the anticipated Covid-19 vaccine powered
recovery in the second half of 2021, and
continued adaptation of economic activity
to subdued mobility.

Figure 1: IMF Global Growth Projections; 2017 – 2022
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On the international trade front, consistent
with a projected recovery in global
turnaround in the medium-term, global
trade volumes are forecasted to grow by
about 8 per cent in 2021, before moderating
to 6 per cent in 2022. In addition, trade
services are expected to recover at a
slower pace than merchandise volumes.
This observed trajectory is consistent with
subdued cross-border and business travel.

With regards to risks to the global growth
outlook, the IMF WEO report highlights
that while new restrictions have been
imposed following the surge in infections
(particularly in the US, UK & EU), growth
could be weaker than projected in early
2021. This would occur as other factors
pull the distribution of risks in the opposite
direction. Notably, beyond the pandemic
there are geopolitical factors involving some
© 2021 Central Bank Of Eswatini
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key states around the world and political
tensions in the Middle East. Moreover, the
December 2020 agreement on the terms
of the UK’s exit from the European Union
has eliminated a key downside risk, that of
uncertainty assuming there was a “no-deal
Brexit’.
On the upside, further favourable news
on vaccine manufacture, including those
in development at EMDEs, distribution,
and effectiveness of therapies could
increase expectations of a faster end to
the pandemic (notwithstanding the new
variants that have come to the fore). This
would generate stronger consumption,
investment, and employment recoveries,
with firms hiring and expanding capacity in
anticipation of rising demand.
2.1.1 COVID-19 Update – Escaping the
Crisis, Heath care spending should remain
priority (IMF – April 2021)
We are one year into the Covid-19
pandemic, and the global community still
confronts extreme social and economic
strain as the number of deaths continue to
increase and millions remain unemployed.
Despite high uncertainty on the path of
the pandemic, a way out of this health
and economic crisis is increasingly visible.
Thanks to the ingenuity of the scientific
community, hundreds and millions of
people are being vaccinated, and this is
expected to strengthen human immunity
against the virus in many countries later
this year. Economies also continue to adapt
to new ways of working, despite reduced
mobility, leading to a stronger than
anticipated rebound across regions. The
second wave of the COVID-19 pandemic
has been endured for a while now, and a
third wave in certain parts of the world has
emerged. Countries are bracing themselves
for this next challenge as new “variants”
of the coronavirus have emerged with

6
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devastating effects already in India and
some parts of Europe. On the international
stage, first and foremost, countries need
to work together to ensure universal
vaccination. While some countries will get
to widespread vaccinations by August 2021,
most will likely have to wait till the end of
next year (2022). Speeding up vaccinations
will require ramping up vaccine production
and distribution, avoiding export controls,
fully funding COVAX facility and ensuring
equitable global transfers of excess doses.
According to statistics from the World
Health Organization website as at 5
May 2021, the overall number of global
COVID-19 cases has reached 155,083,713
while recoveries stand at 132,569,209
and deaths have increased to 3,243,722.
The US remains the world’s most affected
nation, having confirmed cases totalling
32,536,470 with 582.456 deaths reported.
India has been hard-hit in recent weeks,
coming out second with 15,616,130 positive
cases and 182,570 deaths, followed by
brazil with 14,050,885 positive cases and
378,530 deaths. In South Africa, COVID-19
confirmed cases have surpassed 1.5 million.
As at 5 May 2021 confirmed cases were at
1,586,148 with 1,509,656 recoveries and
54,511 deaths reported and is the leading
African country in the COVID-19 pandemic
(worldmeters.info/coronavirus, 5 May
2021).
The Kingdom of Eswatini’s COVID-19 -19
vaccination rollout programme has been
progressing well, and has in the process
coincided with zero new COVID-19 positive
cases recorded in recent weeks.
On 27 March 2020 the government of the
Kingdom of Eswatini ordered a nationwide
partial lockdown in order to prevent
the spread of the COVID-19 virus. All
commercial flights were suspended until
further notice. The country’s borders
were shut, except for entrance of goods,
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returning citizens and legal residents. As
of 26 March 2020, six cases of COVID-19
were confirmed in the country. On 27
May 2020, Eswatini further extended the
partial lockdown to June 2020 as the
country registered 272 confirmed cases of
COVID-19, with two associated fatalities.
On 22 January 2021, authorities in the
country further revised and extended
COVID-19 restrictions nationwide through
to 18 February 2021.
The Kingdom has recorded a total of
18,461 cases with 671 deaths and 17,763
recoveries as at 5 May 2021.
There is evidence that the curve of new
positive cases in the country is flattening
and an improvement in recovery numbers
has been observed. However, according to,
the Acting Prime Minister, His Excellency,
Honourable Senator, Themba N. Masuku,
COVID-19 is still prevalent in the country
and it is still deemed too early to start
relaxing all sectors of the economy, and
health experts advising the government
are in consensus with this view. There is
in circulation the dangerous variant known
as coronavirus 501Y.V2, which was first
reported in South Africa last year. It is
now the majority variant (at 88 per cent)
found in the country. The Acting Head
of government highlighted that health
experts have warned that a third wave
of the COVID-19 crisis was imminent and
it is important to take lessons from the
second wave. At this point, preparedness
is not an option but a priority (Acting
PMs Report to
Parliament |Eswatini
Observer, Sifiso Dlamini, 9-10 March – 21
April| https://www.garda.com/crisis24/
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news-alerts/468901/eswatini-swazilandcovid-19-measures-unchanged-as-of-april19-update-13|, 2021).
According to the IMF WEO, April 2021, the
main priority remains ensuring that health
care systems are adequately resourced
everywhere to beat back the pandemic
globally. The IMF highlights that, the
fastest way to improve economic outcomes
is to supress the pandemic. As a result, the
economic benefits of spending to distribute
and administer the vaccine far outweigh
any costs.
Vaccine production capacity and, in some
countries, regulatory restrictions remain
bottlenecks that could be overcome with
further public investment and alignment
of regulations. Therefore, governments
need to secure adequate funding for
vaccine purchases and distribution, testing,
therapies, PPEs and investment in health
care facilities. Relevant institutions at
respective countries must implement
economic policies that will limit persistent
damage arising from the impact of
COVID-19. Additional support for the COVAX
project and global distribution of excess
doses could help guarantee vaccine access
for all.
Broader
economic
stimulus
is
an
imperative, to be deployed to support
respective country economic recovery as
needed. While temporary liquidity relief
can help mitigate the lack of policy space,
it is important for respective countries to
monitor their sovereign debt levels in order
to avoid leveraging on unsustainable debt
(IMF WEO, January – April 2021).

© 2021 Central Bank Of Eswatini
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2.1.2 Advanced Economies
According to the April 2021 IMF WEO,
in advanced economies, GDP growth is
projected to have shrunk by 4.7 per cent in
2020 (previously projected at 4.9 per cent
in the January 2021 IMF WEO Update),
rebound by 5.1 per cent in 2021 (previously
4.3 per cent in January IMF WEO 2021), and
is projected to expand by 3.6 per cent in
2022 (previously projected at 3.1 per cent
in January IMF WEO). Advanced economies,
in general, have been able to provide
expansive fiscal support to households
and firms (direct tax relief and spending
measures as well as equity injections,
loans, and guarantees), and their central
banks have reinforced this with expanded
asset purchase programmes, funding-forlending facilities, and, for some, interest
rate cuts. The upgrade for 2021 reflects
the effects of the onset of vaccinations
in some countries, and additional policy
support envisaged in the second half of
2021 in advanced economies such as the
United States and Japan.
However, the upgrades to global growth in
2021 will be somewhat offset by softening
economic activity in the Eurozone expected
towards the end of 2020. According to
the IMF, subdued growth in the region is
anticipated to continue into early 2021
amid rising COVID-19 infections and
renewed lockdowns, which somehow will
be ushered-in by a third wave (IMF World
Economic Outlook, 26 January – April 2021).
The performance of advanced economies
was negatively affected by the COVID-19
pandemic in 2020, resulting in a contraction
in economic activity. Growth is, however
projected to pickup in 2021, with measures
in place to contain the effects of the
pandemic.
The US economy contracted by 3.4 per cent
in 2020 following a 2.2 per cent expansion

8
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in 2019. According to the IMF, US GDP is
expected to grow by 5.1 per cent in 2021
before moderating to 2.5 per cent in 2022.
The Eurozone contracted by 7.2 per cent
in 2020 following a 1.3 per cent expansion
in 2019. In 2021, the Eurozone economy is
forecasted to grow by 4.2 per cent before
moderating to 3.6 per cent in 2022. In the
UK, the economy shrank by 10 per cent in
2020 compared to a 1.4 per cent expansion
in 2019. The IMF projects that the economy
will expand by 4.5 per cent and 5.0 per cent
in 2021 and 2022 respectively. Meantime,
the Japanese economy grew by 0.3 per
cent in 2019, and contracted by 5.1 per
cent in 2020. Japanese GDP is expected to
grow by 3.1 per cent in 2021, followed by
a 2.4 per cent expansion in 2022.
In advanced economies, annual consumer
price inflation is projected at 1.6 per cent
in 2021, rising up to 1.7 per cent in 2022,
trending below the group’s central bank
targets. In its forecasts, the IMF highlights
that, in line with persistent output gaps,
inflation is expected to remain subdued in
the medium term.
The US Federal Reserve lowered the target
range for its federal funds rate by 100
basis points to a range of between 0-0.25
per cent and launched a massive $700
billion quantitative easing (QE) programme
during an emergency move on 15 March
2020 to protect the US economy from the
effects of the coronavirus. Beyond that
period, the US Federal Reserve has kept its
target range for the federal funds rate on
hold for most of 2020. The FED signalled
at its September 2020 meeting that the
accommodative stance would be in place
through 2023, and that the forward path
will depend on keeping the COVID-19 crisis
under control (FED, 16 September 2020). In
their first meeting in 2021, the US Federal
Open Market Committee members resolved
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that it would be appropriate to maintain
the target range for the federal funds rate
at a range of between 0 to 0.25 per cent.
The US Federal Reserve at its meeting
held on 16-17 March 2021, left the target
range for its federal funds rate unchanged
at 0-0.25 per cent, and signalled a strong
likelihood that there may be no rate
hikes through 2023. Policy makers noted
that indicators of economic activity and
employment have turned up recently, even
though the sectors most adversely affected
by the COVID-19 pandemic remained weak.
The Federal Reserve revised its GDP growth
forecast upward for 2021 and 2022 due
to the approval of President Biden’s $1.9
trillion recovery package and the ongoing
COVID-19 vaccination programme. The
world’s largest economy is seen growing by
6.5 per cent in 2021 and by 3.3 per cent in
2022 (US Federal Reserve, 17 March 2021).
The European Central Bank (ECB) in unison
with all other central banks in advanced
economies, has consistently maintained
its refinancing rate at 0 per cent for the
whole of 2020.
The ECB on 18 March 2020 launched a new
€750 billion asset purchase programme
after holding an emergency call to counter
the serious risks posed by the outbreak and
escalating diffusion of the COVID-19. The
ECB decision entailed buying government
debt and private securities until the end
of the year 2020, in a bid to ensure that
all sectors of the economy, including
households, firms, banks and governments,
can benefit from supportive financing
conditions that enabled them to absorb
the shock.
Notably, the ECB during its 10 September
2020 meeting pledged to buy up to €1.35
trillion worth of debt through June 2021
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under its Pandemic Emergency Purchase
Programme (PEPP). The interest rates
on the marginal lending facility and the
deposit facility currently remain steady
at 0.25 per cent and -0.5 per cent,
respectively. ECB officials have signalled
readiness to adjust all of its instruments
to ensure that inflation moved towards
its aim in a sustained manner. This will
also involve slashing interest rates deeper
into negative territory and changing the
conditions of the targeted longer-term
refinancing operations, the minutes of the
10 September 2020 meeting showed.
At its policy meeting in early March 2021, the
ECB brushed off concerns about a potential
untoward acceleration in future inflation.
However, the Bank expressed its concern
about a tightening in financial conditions
amid higher government bond yields while
the region’s economic recovery lags that
of the USA. The ECB left key interest rates
at record- low levels, with the refi rate
currently at 0.0 per cent. As such, the
ECB announced that it would accelerate
bond purchases under its programme in
coming months in an attempt to prevent
a continued rise in Eurozone bond yields.
The ECB also did not make changes to
policy, as it maintained its PEPP with a total
envelope of €1.85 trillion to be spent until
at least the end of March 2022. Meanwhile,
the ECB kept its overall inflation outlook
broadly unchanged, but revised slightly up
its GDP forecast to 4 per cent, compared
with 3.9 per cent projected in December
2020. Furthermore, the ECB during its
meeting held on 11 March 2021, indicated
that it now sees the bloc growing by 4.1
per cent in 2022, down from 4.2 per cent
projected at the previous meeting held on
21 January 2021 (European Central Bank |
Trading Economics, 21 October 2020 – 18
March 2021).

© 2021 Central Bank Of Eswatini
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Figure 2: Interest Rates in Advanced Economies
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The Bank of England (BOE) during its MPC
meeting on 27 March 2020 slashed the
Bank’s key interest rate to 0.1 per cent
bringing borrowing costs to a fresh record
low. The Bank said the spread of COVID-19
and the measures being taken to contain
the virus would result in an economic shock
that could be sharp and large, but should
be temporal. The BOE also announced at its
March 2020 meeting that it will increase its
holdings of UK government and corporate
bonds by £200 billion. The BOE maintained
the bank rate at 0.1 per cent for the rest of
the year 2020. The Bank of England (BOE)
voted unanimously to keep its benchmark
interest rate on hold at a record low of
0.1 per cent and left its bond-buying
programme unchanged during its February
2021 meeting. Policymakers noted it would
be appropriate to start the preparations so
that it could set a negative rate in 6 months,
but stressed it should not be interpreted as
a signal.
The BOE MPC during its monetary policy
meeting held on 18 March 2021, voted
unanimously to keep its benchmark interest
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rate on hold at a record low of 0.1 per cent
and to leave its bond-buying programme
unchanged. They highlighted that UK GDP
growth was projected to recover strongly
in 2021, closer to pre-COVID-19 levels and
that consumer price inflation was expected
to return towards the 2 per cent target in
the spring.
The Bank of Japan (BOJ) has persistently
maintained its negative interest rate policy
for the past four years as the economy
struggles to turn around for the better. The
Bank left its key short-term interest rate
unchanged at -0.1 per cent in an emergency
meeting on 16 March 2020, but increased
the annual pace of Exchange Traded
Funds (ETF) buying to ¥12 trillion from ¥6
trillion and other risky assets to contain
the economic fallout from the COVID-19
pandemic. Policymakers also introduced
a new operation to provide loans against
corporate debt (of about ¥8 trillion as of
the end of February 2020) as collateral at
the interest rate of 0 per cent with maturity
up to 1 year. The operation was planned to
run until the end of September 2020.
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The BOJ left its key short-term interest
rate unchanged at -0.1 per cent and
maintained the target for the 10-year
Japanese government bond yield at around
0 per cent during its January 2021 meeting.
The short-term interest was held at -0.1
per cent.
According to the IMF, additional policy
measures announced at the end of 2020,
notably in the United States and Japan,
are expected to provide further support
in 2021- 2022 to the global economic
recovery. These developments indicate
a stronger starting point for the 20212022 global outlook than envisaged in the
previous forecast. Consequently, policy
actions all-round should ensure effective
support for respective economies until the
recovery is firmly underway.
2.1.3 Some Policy Options for countries
– IMF WEO, April 2021
The IMF highlights that, considering
the large uncertainty surrounding the
outlook policy makers should prioritize
policies that would be prudent, regardless
of the state of the world. Policies to
prevail must, for instance, strengthen
social protection with wider eligibility
for unemployment insurance /grants to
cover the self-employed and informally
employed. Furthermore, such policies
should ensure the provision of adequate
resources for health care, early childhood
development programs, education, and
vocational training, and investing in green
infrastructure.
According to the IMF, the factors shaping
the appropriate stance of policy vary
by country, especially progress toward
normalization. Hence, countries will need
to tailor their policy responses to the stage
of the pandemic, strength of the recovery,
and structural characteristics of the
economy (IMF World Economic Outlook, 6
April 2021).

|

CENTRAL BANK OF ESWAT I N I

2.1.4 Emerging Markets and Developing
Economies
The IMF in its April 2021 forecasts highlights
that, emerging markets and developing
economies (EMDEs) are projected to grow
by 6.7 per cent in 2021 (previously, 6.3
per cent in January 2021 WEO estimates),
rebounding from a 2.2 per cent contraction
in 2020 (previously 2.4 per cent in January
2021 WEO Update). Growth is expected to
maintain momentum, with latest forecasts
showing a 5.0 per cent expansion in 2022.
Considerable differentiation in GDP
growth is expected between China and
the overall members of the group. This is
primarily due to China’s implementation of
effective containment measures, a forceful
public investment response, and central
bank liquidity support all of which have
facilitated a strong economic recovery.
China remains the only major economy
that has avoided a quarterly contraction in
2020.
The COVID-19 pandemic had negative
impact on economic growth in a majority
of EMDEs. As a result, most economies
recorded negative GDP growth during 2020.
However, it is projected that economic
activity will pick up in 2021 as measures
to contain the adverse economic impact of
the pandemic are implemented.
In Brazil, the economy contracted by 4.5
per cent in 2020 following a 1.4 per cent
expansion in 2019. According to the IMF,
Brazil GDP is expected to grow by 3.6 per
cent in 2021 before moderating to 2.6
per cent in 2022. In Russia, the economy
contracted by 3.6 per cent in 2020
following a 1.3 per cent expansion in 2019.
The economy is expected to grow by 3 per
cent in 2021 and gain further momentum,
expanding by 3.9 per cent in 2022. In India,
the economy contracted by 8 per cent in
2020, following a 4.2 per cent expansion in
© 2021 Central Bank Of Eswatini
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2019. GDP Growth is projected to rebound
to 11.5 per cent and 6.8 per cent in 2021
and 2022, respectively. Chinese GDP growth
was recorded at 6 per cent in 2019, and it
is the only major economy that avoided a
contraction in 2020, with the GDP growing
by 2.3 per cent. The IMF expects the Chinese
economy to grow by 8.1 per cent in 2021
before moderating to 5.6 per cent in 2022.
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OPEC, crude oil prices rose for the fifthconsecutive month in March 2021 on the
back of continuing supportive oil market
fundamentals. Brent crude rose by 5.5 per
cent to average $65.70 per barrel, extending
previous monthly gains.
OPEC projects that oil demand in the
second half of 2021 will be positively
impacted by a stronger economic rebound,
than assumed last month, supported by
stimulus programmes and a further easing of
COVID-19 lockdown measures. The rebound
is envisaged amid an acceleration in the
vaccination rollout, largely in advanced
economies. The bulk of consumption growth
is expected to take place in Q2-2021 and
Q3-2021, with growth in global demand
projected at 12.0 million barrels per day
and 6.5 million barrels per day, respectively.
Gasoline and or petrol is expected to be
the key driver for oil demand recovery
beginning with the onset of the summer
driving season in some parts of the world.
Meantime, diesel will also provide support,
mostly based on economic improvements
stemming from the implementation of fiscal
stimulus programmes.

2.2 Commodity Markets
Oil markets faced an unprecedented
volatile environment in 2020, impacted by
COVID-19 and its ensuing demand collapse,
necessitating considerable reactions by
policy makers. However, the outlook has
improved for commodity prices to zoom
higher in 2021, according to industry
experts (OPEC Monthly Oil Market Report,
January 2021). Oil Prices are currently on
an uptrend amid optimism that a US fiscal
stimulus will support global economic
growth and crude oil demand coupled with
a rollout of the COVID-19 vaccines that will
improve investor sentiment.
According to the Monthly Oil Market Report
(OPEC MOMR) for April, released by the

Figure 3: Gold & Oil Prices (US Dollars); December 2019 – March 2021
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Meantime, gold prices remain in their
downtrend since the August 2020 high – see
graph above, but a change in circumstances
may bring a fresh perspective to bullion.
The precious metal averaged $1682.27
an ounce in March 2021 following an
average of $1842.24 an ounce in February
2021. Historically, gold prices have an
inverse relationship with volatility unlike
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other asset classes. For instance, while
bonds and stocks do not like increased
volatility that signals greater uncertainty
around cashflows, coupon payments and
dividends, gold tends to benefit during
periods of higher volatility due to its safe
haven status (OPEC Monthly Oil Market
Report|dailyfx.com|indexmundi.com, 16
April 2021).
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3.0 SOUTH AFRICAN ECONOMIC DEVELOPMENTS
3.1 Economic Growth
According to Statistics South Africa, the
economy shrank by 7 per cent in 2020
compared to a 0.2 per cent expansion in
2019. The poor performance of the SA
economy happened amid the devastating
impact of COVID-19 in the second quarter
when lockdown restrictions were at their
most stringent (Statistics South Africa, 9
March 2021).
On a quarter on quarter basis, the economy
grew by an annualized 6.3 per cent in
the fourth quarter of 2020, following an
upwardly revised 67.3 per cent increase in
the third quarter.

The latest growth figure beat market
expectations of a 5 per cent rise, largely
due to the further easing of lockdown
restrictions. Eight out of ten industries
reported positive growth rates in the
fourth quarter of 2020, with manufacturing
registering a 21.1 per cent increase, trade
expanding by 9.8 per cent while construction
grew by 11.2 per cent. On a year-on-year
basis, the economy shrank by 4.1 per cent,
after an upwardly revised 6.2 per cent in
the previous period (Statistics South Africa,
February 2020 – March 2021).

Figure 4: South Africa Quarterly GDP Growth – September 2018 to December 2020
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3.2 Monetary Policy
The South African Reserve Bank Bank’s
Monetary Policy Committee (SARB MPC)
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.
At its 19 March 2020 MPC Meeting, the
South African Reserve Bank unanimously
decided to cut its key repo rate by 100 bps
to 5.25 per cent, amid growing uncertainty
over the impact of the coronavirus crisis
on the already fragile economy. It was the
second straight rate cut in 2020, bringing
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borrowing costs to the lowest since
December 2013. The SARB’s approach then
indicated that it was trending on a path of a
accommodative monetary policy trajectory,
as it again slashed its key repo rate by
another 100 bps to 4.25 per cent at an
emergency meeting on 14 April 2020, aimed
at supporting the economy, at that time,
weakened by a 35-day nationwide lockdown
that was targeted at curbing the spread of
COVID-19. The Reserve Bank’s statement
highlighted that further easing was likely
ahead. Policymakers added that recovery
after the coronavirus peaks was uncertain
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and that low inflation has created space for
monetary policy to respond to deteriorating
economic conditions.
The SARB reiterated that monetary policy
cannot on its own, improve the potential
growth or reduce fiscal risks and urged
the government to implement prudent
macroeconomic
policies.
The
SARB
mentioned that, monetary policy actions
will continue to focus on anchoring inflation
expectations near the mid-point (4 per cent)
of the inflation target range (3-6 per cent)
in the interest of balanced and sustainable
growth, noting however that the economic
contraction and slow recovery might keep
inflation well below the midpoint of the
target range this year.
Furthermore, the Bank maintained that,
in this persistently uncertain environment,
future policy decisions will continue to be
highly data dependent, sensitive to the
assessment of the balance of risks to the
outlook, and will seek to look-through
temporary price shocks. Following this same
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path, the Bank cut the repo rate twice by
50 basis points in May 2020 and by 25 basis
points in July, taking SA’s repo rate to 3.50
per cent, amid a highly dangerous COVID–19
pandemic.
Policymakers said that investment, exports
and imports will likely fall sharply and
job losses are projected to rise even if
lockdown restrictions are relaxed further in
the coming months. The year 2020 ended
with the repo rate maintained at 3.5 per
cent. At its first Monetary policy meeting
of 2021, the SARB MPC decided to maintain
the repo rate at 3.5 per cent. The decision
to hold mainly reflected sentiments around
a benign inflation outlook and continued
downside risks to growth prospects.
According the SARB statements, the Bank’s
Quarterly Projection Model projected an
earlier hike of the repo rate going forward.
It reflected a 25 basis points move in the
second quarter of 2021 and a similar
increase in the third quarter.

Figure 5: South Africa Repo Rate and Inflation Rate Trends
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3.3 Consumer Prices
The annual inflation rate in South Africa
increased to 4.6 per cent in February 2020
from 4.5 per cent in January and above
market expectations of 4.5 per cent. It was
the highest inflation rate since November
2018, as cost of food & non-alcoholic
beverages rose the most in over 2 years.
The annual inflation rate in South Africa
took a downward trajectory in March
2020, falling to 4.1 per cent from 4.6 per
cent in February, as prices slowed mostly
for transport - namely fuels on the back
of falling oil prices amid the COVID-19
pandemic. By the end of the year 2020,
SA consumer inflation had fallen to 3.1 per
cent, moving closer to the lower band of
the SARB’s target range of 3-6 per cent.
It was the lowest inflation rate since
September 2020, amid a slowdown in cost of
housing & utilities and a decrease in prices
of transport and restaurant & hotels. Latest
numbers from Stats SA show that, annual
consumer inflation rate in South Africa
ticked up to 3.2 per cent in January 2021,
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slightly up from December’s reading but
still close to the lower band of the SARB’s
target range of 3-6 per cent. Main upward
pressure came from costs of education;
health and restaurants & hotels, transport
prices falling at a steady pace (Statistics
South Africa, 22 January - 16 March 2021).
South Africa’s unemployment rate has been
on mixed trajectory in 2020. First quarter
statistics showed that the unemployment
rate was recorded at 30.1 per cent and
in the second quarter, the rate stood at
23.3 per cent. In the third quarter, the
unemployment rate was reported at 30.8
per cent. SA’s official unemployment rate
set another dubious record during the fourth
quarter of 2020, rising to 32.5 per cent,
according to Statistics SA. This increase in
joblessness, set a new high for Stats SA’s
quarterly labour force survey, which began
in 2008, and underscored the fragility of the
country’s partial economic recovery as SA
grapples with the effects of the COVID-19
pandemic (Statistics South Africa, 23 March
2021).
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DOMESTIC ECONOMIC DEVELOPMENTS

4.1 Monetary Policy Transmission
During the year 2020 and the first four
months of 2021, the Central Bank of Eswatini
(CBE) continued to pursue its mandate
of ensuring price stability conducive
for sustainable economic development.
Faced with relatively subdued inflationary
pressures and an extraordinary global
COVID-19
pandemic
combined
with
lockdowns imposed to curb its spread, the
immediate objective of monetary policy
was to provide a supportive environment to
mitigate its negative impact on economic
growth. Accordingly, the CBE pursued a

rapidly accommodative monetary policy
stance during the first seven months of 2020
and thereafter left it unchanged.
The CBE therefore, reduced the discount
(policy) rate by a cumulative 275 basis
points from 6.50 per cent in February
2020 to 3.75 per cent in July 2020 and
thereafter maintained this level to date.
Correspondingly, the banks’ prime lending
rate declined by a similar margin from 10.00
per cent in February 2020 to 7.25 per cent
in July 2020 and thereafter maintained this
level to date.

Figure 6: Interest Rate Trends; March 2020 – April 2021
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The outlook for monetary policy is
expected to remain largely accommodative
and stable while cautious of risks from
emerging inflationary pressures and
volatile economic growth outcomes.
Inflationary pressures are likely to
emanate domestically from increases in
administered prices of some utilities and
externally from higher oil and food prices.

Other pressures may arise from resurgent
occurrences
of
pandemic-induced
lockdowns, which affect production and
disrupt global supply chains leading to
higher prices, predominantly for essential
goods. Accordingly, the Bank’s conduct
of monetary policy will be persistently
focused on the balancing of risks to price
stability and economic growth.
© 2021 Central Bank Of Eswatini
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4.2 Annual Real GDP Developments
Economic developments in 2020 were
mainly dominated by the outbreak of
the COVID-19 coronavirus. The pandemic
affected
economic
activity
through
different channels. National lockdowns
of varying magnitudes implemented by
countries throughout the year resulted in
global value chain and trade disruptions,
which in turn affected production output
as well as costs of production. There
were also disruptions arising from labour
supply dynamics, wherein labour-intensive
industries were forced to operate at below
capacity levels to accommodate social
distancing and other containment measures
to limit the spread of the coronavirus. In
some instances, labour disruptions occurred
through the impact of rising positive cases
among employees in those productive
areas. The inevitable restrictive lockdowns
globally weighed heavily on both domestic
and international demand and further
dampened trading activity within and across
countries. In addition, travel restrictions
coupled with social distancing measures
dampened growth further particularly
in ‘transport services’ and ‘tourism and
tourism activities’.
In light of the above, the economy of
Eswatini was not spurred from a recession
in 2020. Economic growth, as measured
by real Gross Domestic Product (GDP), is
estimated to have contracted by 2.4 per
cent in 2020 from 2.2 per cent expansion
in 2019, with a sharper decline observed
during the second quarter of the year. The
secondary and tertiary sectors were the
most affected, while the primary sector
depicted some resilience. The secondary
sector (in particular, manufacturing and
construction) was mainly affected by labour,
value chain and trade disruptions arising
from the negative effects of COVID-19.
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The tertiary sector on the other hand,
suffered from weak local demand as well as
travel restrictions and other containment
measures that affected the demand of most
services.
(a) Primary Sector Developments
The primary sector covers developments
in ‘agriculture & forestry’ and ‘mining &
quarrying’. The primary sector depicted
resilience in 2020 as it is estimated to
have grown by 2.2 per cent in 2020 from
a marginal decline of 0.8 per cent in 2019.
The improvement is mainly attributed to a
recovery in mining and quarrying activities.
Following two years of contraction, the
mining and quarrying rose by 28.1 per cent
in line with an increase in coal mining,
which rose by 29.1 per cent to 170,287
metric tonnes in the period under review.
Coal production benefited from better coal
yields. There was, however, limited activity
in the mining of other minerals especially
gold. Major public road infrastructure
construction such as Manzini-Mbadlane
and Big-Bend – Lukhula roads supported a
positive performance in the production of
quarried stones.
The ‘agriculture and forestry’ subsector
rose by 1.9 per cent in 2020 compared
to a decline of 0.6 per cent the previous
year. Developments within this subsector
were however mixed with positive
performance observed in ‘crop production’
and ‘livestock’ categories while forestry
output receded. Despite erratic weather
conditions, crop production is estimated to
have grown marginally by 0.3 per cent in
2020, recovering from a decline of 8.1 per
cent in the previous year. The improvement
mainly benefitted from a recovery in
sugarcane growing as well as citrus
production. Re-stocking in the livestock
sector also continued unabated with above
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normal rains keeping the pastures well
nourished. Forestry is the only subsector
within the primary sector to have been
directly affected by the negative impacts of
COVID-19, which manifested through global
value chain disruptions and weak demand
particularly in the first half of 2020.
(b) Secondary Sector Developments
The secondary sector was the hardest hit
in relation to the negative impacts of the
COVID-19 coronavirus. The secondary sector
is estimated to have contracted by 7.8 per
cent in 2020 compared to a growth rate of
4.4 per cent in 2019. Input supply disruptions
due to closure of firms in light of national
lockdowns across the globe, weak external
demand, operating below full capacity to
accommodate social distancing in labourintensive production sites, as well as, other
production disruptions were among factors
that limited performance in selected
subsectors of the secondary sector mainly
within manufacturing and construction
activities.
Overall manufacturing output is estimated to
have declined by 8.9 per cent in 2020 down
from a growth of 5.2 per cent the previous
year. The most affected sub-sectors within
manufacturing include: ‘manufacturing
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of beverages’, ‘manufacturing of textiles
& wearing apparel’ as well as the
‘manufacturing of wood & wood products’.
On a positive note, food production and
agro-processing performed relatively well in
line with developments in the agricultural
level as well as notion that food remained an
essential product with minimal production
disruptions in relation to COVID-19.
Though hit by supply of inputs disruptions,
the construction sub-sector is estimated
to have recorded a marginal growth of
0.8 per cent on account of the continuous
implementation of the public-sector
infrastructural projects which included the
International Convention Centre (ICC), Five
Star Hotel (FISH) and the Manzini – Mbadlane
roads. On the other hand, electricity
generation rose by 2.3 per cent in 2020 a
recovery from a decline of 1.2 per cent.
Above normal rains experienced for most
part of the year, improved dam levels across
the country supported growth in hydropower generation. Treated water supply
is estimated to have remained flat with
demand for commercial use declining while
that of residential use increased depicting
the impact of working from home as well
as weak economic activity during severe
lockdown periods.
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Table 1: GDP by production Growth Rates 2017 – 2020
2017
Selected Sectors
Primary Sector
Agriculture and Forestry
Mining and Quarrying
Secondary Sector
Manufacturing
Construction
Tertiary Sector
Wholesale and Retail
Accommodation and Restaurants
Transport Services
Information & Communication
Financial Services
General Government Services

-4.1
-4.3
8.0
1.8
3.2
-9.9
2.9
-3.3
5.1
3.9
4.0
14.1
3.4

Overall GDP
2.0
Source: Central Statistics Office and Macro-Forecasting Team

(c) Tertiary Sector Developments
Developments in the tertiary sector were
mixed as some services sectors were hit
hard by the COVID-19 pandemic through
restrictions
and
other
containment
measures that were effected during the
review period, while new ways and ‘new
normal’ of doing things triggered by coping
measures in relation to the pandemic
supported strong growth in other aspects of
the services sector.
The most affected subsectors within the
tertiary sector included the following: ‘air
transport’, ‘public transport’, ‘tourism
& tourism related sectors’, ‘wholesale &
retail’, ‘professional & technical services’
as well as ‘general government activities’.
International and local travel restrictions
coupled with other social distancing and
other containment measures weighed
negatively on transport and tourism related
activities. On the other hand, ‘wholesale
& retail’ and ‘professional & technical
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2018
2019
2020 Est.
Percentage Change (per cent)
5.3
-0.8
2.2
5.9
-0.6
1.9
-26.5
-18.3
28.1
-0.2
4.4
-7.8
-0.6
5.2
-8.9
0.2
-0.7
0.8
2.9
1.4
0.1
5.2
2.4
-2.2
-6.5
-2.4
-44.0
1.3
7.5
-17.2
4.5
2.5
46.0
7.6
5.9
1.1
0.9

-3.8

-4.0

2.4

2.2

-2.4

services’ suffered from weak local demand
as economic activity was restricted and real
incomes were under strain.
On a positive note, some services sectors
observed increased demand as part of coping
strategies with the pandemic. The use of
digital platforms resulted in higher usage
of data services thereby supporting growth
in the information and communication
technology (ICT) subsector. The Financial
sector performance was enhanced by
an acceleration in the use of financial
technologies in digital platforms in line
with the pandemic containment measures.
However, constrained economic activity
due to varying degrees of lock downs and
weak demand affected traditional credit
extension in 2020. Fighting the pandemic
also meant that more ‘health services’
had to be produced and the government
rediverted funds towards the health
sector to strengthen the fight against the
pandemic.
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4.3 GDP Growth Outlook
Figure 7: GDP Projections
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Economic activity is however, expected
to recover from the recession observed in
2020 though the recovery is expected to be
gradual on account of persisting challenges.
According to official projections issued in
January 2021, GDP is projected to increase
by 2.7 per cent in 2021 and an average of
2.3 per cent in 2022 and 2023. Global value
chain disruptions in the supply of inputs as
well as output sales experienced in 2020
are expected to subside, paving way for
improvements in trade and economic activity
in general. This will support a rebound in
the export-oriented manufacturing sector.
There is also an anticipated recovery in
external demand as economies gradually
open up, which will support export growth.
Continuous demand for digital services
would also support growth in the ICT
sector and trigger necessary investments
towards this subsector. Other sectors that
are expected to perform positively in 2021
include: ‘construction’, ‘electricity supply’,

‘mining and quarrying’ and ‘agriculture and
forestry’.
On the contrary, the pandemic and associated
containment measures would continue to
weigh negatively on ‘tourism and tourism
related activities such as ‘accommodation
services’, ‘arts and culture related services’
and ‘air transportation’. Second round
effects of the pandemic would prospectively
result in lower South African Customs
Union (SACU) receipts thereby affecting
government revenues and subsequently
limit government planned expenditure.
The anticipated fiscal challenges coupled
with fiscal consolidation measures would
limit domestic demand as the government
plays a major role in supporting different
sectors of the economy. Subsectors that
would be most affected in the medium term
(2022-2023) include: ‘general government
services’, ‘wholesale and retail trade’ as
well as ‘construction’.
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4.4 Quarterly GDP Developments
According to the Central Statistics Office
(CSO), economic activity continued to
improve in the fourth quarter of 2020.
Economic activity, as measured by the
Quarterly Gross Domestic Product (QGDP)
rose by 2.0 per cent on a year-on-year basis
(seasonally adjusted) in the fourth quarter
of 2020, from revised growth of 1.7 per
cent in third quarter of 2020. On a quarteron-quarter basis, economic activity grew by
a mere 0.3 per cent (seasonally adjusted)
in the fourth quarter of 2020, from a
significant growth of 10.4 per cent in the
third quarter of 2020. The observed growth
in economic activity largely benefitted from
improvements in the primary and tertiary
sectors of the economy.
The primary sector grew by 5.2 per cent,
year-on-year, in the fourth quarter of 2020,
from 3.9 per cent in the previous quarter.
Output from crop production remained
resilient mainly supported by favourable
weather conditions as well as minimal
disruptions in this subsector in relation to
the COVID-19 pandemic. Following four
quarters of poor performance, the forestry
sub-sector recorded a marginal year-onyear growth of 1.8 per cent in the quarter
under review. The recovery of the forestry
subsector benefited main from increased
demand for timber products locally and
in the South African market following
the easing of lockdown restrictions that
resulted in more companies opening their
businesses. On the contrary, the output
for the ‘mining and quarrying’ sub-sector
contracted by 7.7 per cent in the quarter
under review, receding from a significant
growth of 44.5 per cent observed in the
previous quarter. The negative performance
was largely attributed to a notable decline
in quarried stone production in the period
under review.
Economic activity in the tertiary sector
rose by 3.9 per cent, year-on-year, in
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the fourth quarter of 2020 from a 2.0
per cent growth in the previous quarter.
Sectors that recorded notable positive
performance include, ‘information and
communication’, ‘financial services’ and
‘human health and social work activities’.
The increased usage of digital platforms
has resulted in a significant increase in the
usage of data services thereby supporting
strong growth in the ‘information and
communication’ subsector. The COVID-19
pandemic and its containment measures
induced through varying degrees of partial
lockdowns continued to weigh negatively on
‘tourism’, ‘wholesale and retail trade’ and
‘transportation and storage’ subsectors.
Other subsectors that recorded negative
performance in the tertiary sector were
‘public administration’ and ‘professional
and technical services’.
The secondary sector contracted by 0.8
per cent, on an annual basis, in the fourth
quarter of 2020 from a 1.7 per cent growth
in the previous quarter. Poor performance
emanated mainly from the ‘construction’
sub-sector. Slow implementation rate of
major public sector infrastructural projects
coupled with disruptions in the supply of
construction material weighed negatively
on construction related activities. On
a positive note, there was a notable
increase in local electricity supply, which
rose by 48.4 per cent year-on-year in the
period under review, following 5 quarters
of negative growth. Manufacturing output
on the other hand grew at a slower rate
of 0.5 per cent in the period under review
compared to 1.3 per cent in the previous
quarter. Food processing grew at a slower
rate due to lower sugar output in the
period under review while manufacture of
beverages remained curtailed due to weak
demand in key destination markets. On a
positive note, the output for ‘wood & wood
products’ and ‘textiles’ depicted signs of
recovery in the period under review.
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Figure 8: Quarterly GDP Seasonally Adjusted, Year-on-Year Growth Rates;
2018Q1 to 2020Q4
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4.5 Price Developments
The annual consumer inflation averaged
3.9 per cent in 2020 from an average of
2.6 per cent in 2019. Inflationary pressures
were modestly on the upside throughout
the year, reaching 4.6 per cent in
December 2020 from a low 2.7 per cent in
January 2020. Increases were observed in
the consumer prices index (CPI) for goods
mainly non-durable goods (dominated by
food price developments) as well as the
CPI for services. The CPI for goods growth
averaged 3.8 per cent in 2020 compared to
an average of 1.9 per cent in 2019. Food
prices were on a gradual upward trajectory
in 2020 picking up from low base effects
of the previous year. Food inflation rose
by an average of 4.3 per cent in the year
2020, which is 2.1 percentage points higher
than it was in the previous year. Food
products that recorded notable increases
included; ‘bread and cereals’, ‘oils and
fats’, ‘fruits’, ‘vegetables’ and ‘sugar and
sugar products’. Inflationary pressures in
food prices partly benefited from regional
food commodity prices captured by the
South African Futures Exchange (SAFEX)
maize prices that were on an upward trend
during the period under review. SAFEX

white maize prices grew by 7.5 per cent
to average E3,036.58/tonne in 2020, while
yellow maize prices grew by 8.3 per cent
to average E2,920.62/tonne. Similarly,
SAFEX wheat prices rose by a higher 14.2
per cent to average E5,164.32/tonne
during the same period. Contributing to
the higher prices regionally was the lower
than previously anticipated maize output
resulting from the late commencement of
rains. Furthermore, yellow maize prices
were pressured upwards by robust export
demand mainly from East Asian countries
while white maize prices were driven
upwards by export demand from Zimbabwe.
The regional developments, in turn, resulted
in increases in the prices for domestic food
as the country remained a net importer
of most food products. Of note is that,
the elevated prices for wheat partially
contributed to a 69 cents per unit increase
in the price of bread effected in October
2020, building from another increase of
30 cents per unit that was announced in
November 2019. In addition, the prices of
fruits and vegetables rose significantly by
8.5 per cent in 2020 due to an increase
in demand as well as supply disruptions
caused by the COVID-19 coronavirus.
© 2021 Central Bank Of Eswatini
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Figure 9: Annual Inflation Developments 2015 to 2020
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The growth rate for CPI for services
averaged 4.4 per cent in 2020 from 3.7
per cent in the previous year. The increase
was largely attributed to an increase in
the index for ‘housing and utilities’, which
averaged 4.5 per cent in 2020 from 3.7 per
cent the previous year. A rise in prices of
‘actual rentals for housing’, ‘maintenance
and repair of dwelling’ as well as ‘water
supply’ were the main contributors to the
acceleration in ‘housing & utilities’ costs.
Transport inflation rose from an average
of 1.1 per cent in the previous year to
3.4 per cent in the period under review.
The increase in transport inflation mainly
resulted from a hike in public transport
fares, which were adjusted upwards
in February 2020, by approximately 30
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per cent for short distances. However,
in the advent of COVID-19 pandemic,
international oil prices plummeted in
the first 5 months of 2020 and this led to
decreases in domestic fuel prices of up to
200 cents per litre (effected between April
and May 2020). The fall in domestic fuel
prices somewhat moderated the increases
in transport inflation in the period under
review.
On the other hand, supply-chain disruptions
caused by COVID-19 pandemic affected
supply of commodities in general, and in
particular medical supplies. As a result,
there was a rise in health care inflation
from 0.6 per cent in 2019 to 2.2 per cent
in 2020.
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Figure 10: Inflation Trends: March 2019 to March 2021
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Core inflation which is CPI excluding food,
auto-fuel and energy averaged 4.1 per
cent in 2020 compared to 3.1 per cent
in 2019. This reflected that underlying

inflationary pressures were modestly on
the upside in 2020, rebounding from low
base effects in the previous year.

Figure 11: Headline versus Core Inflation; January 2019 to March 2021
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Consumer inflation continued to oscillate
around the 4.0 per cent mark in the opening
months of 2021, recording 4.2 per cent in
March 2021 from 3.9 per cent in February
2021. Moderate inflationary pressures were
observed in the price indices for ‘food and
non-alcoholic beverages’, ‘housing and
utilities’ as well as ‘clothing and footwear’.
On the contrary, price indices for ‘education’
and ‘communication’ recorded muted
growth in the first three months of 2021.
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negative territory to positive rates during
the year under review. Year-on-year credit
growth reached 9.3 per cent in March 2021,
depicting a notable recovery from the fall
of 6.3 per cent in the previous year. The
increase was evident in credit to households
(mainly other personal loans) and other
sectors of the domestic economy (mainly
local government and other financial
corporations). Credit to the business sector
however, contracted throughout the year;
in line with the restrained domestic and
global economic activity over the year
under review. The fall in credit to businesses
was reflected in most industries except
agriculture & forestry, and manufacturing
sectors which increased consistently.

4.6 Private Sector Credit
Commensurate with the lower borrowing
rates and easing of lockdown restrictions
across many economic sectors, private
sector credit growth turned around from
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Figure 12: Private Sector Credit Annual Changes; March 2020 – March 2021
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(a) Household Credit
Year-on-year growth in credit extended to
the household sector improved further to
11.4 per cent in March 2021, from 9.9 per
cent recorded in the previous year. Within
the categories of the household sector,
the rise was attributed to improvements
in all categories namely; other personal
(unsecured), housing and motor vehicle
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loans. Other personal loans grew by 33.0 per
cent in March 2021, a notable rise from the
15.8 per cent recorded the previous year.
Credit for housing purposes increased by a
lower 2.6 per cent in March 2021 compared
to 11.7 per cent registered the previous year.
Credit extended for motor vehicles improved
slightly from -6.2 per cent depicted in the
previous year to -3.3 per cent in March 2021.
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(b) Private Sector Credit Outlook
Private sector credit growth in the nearterm is expected to remain underpinned by
low inflation and borrowing rates as well
as favourable weather that may generate
credit demand from the agriculture,
manufacturing
and
related
sectors.
However, the pace of credit growth may
be limited by the fragile economic outlook
amidst the prevailing pandemic.
4.7  Gross Official Reserves
The gross official reserves recovery that
began in April 2020 persisted throughout
the review year ended April 2021. Notably,
the reserves accelerated by 16.9 per cent
to reach E9.5 billion at the end of April
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Figure 13: Household Credit by Product Annual Changes; March 2020 – March 2021
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2021. The reserves were mostly reinforced
by higher SACU receipts during the 2020/21
fiscal year at E8.3 billion relative to E6.3
billion during 2019/20, foreign exchange
inflows from the pandemic related loan
funding for government as well as flows
from foreign exchange trades with local
banks. Subsequently, at the end of April
2021, the reserves were adequate to
cover an estimated 4.1 months of imports,
significantly higher than the 3.4 months
recorded the previous year. At this level,
the import cover rebounded to be above
the internationally recommended level of
3 months and the CBE and CMA targets of
4 months. However, the import cover was
still below the SADC target of 6 months.

Figure 14: Gross Official Reserves & Import Cover; March 2020 – April 2021
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As SACU receipts for the 2021/2022 fiscal
year are expected to decline by about 22.9
per cent, short to medium-term outlook for
the reserves is somewhat bleak. The fall in
SACU receipts will be largely propelled by
a reduction in the revenue pool owing to
the pandemic-induced regional and global
trade disruptions. The Central Bank will
therefore continue to monitor as well as
ensure that the reserves are safeguarded
at a healthy position.
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upwards by double-digit rates. M1 which
is an indicator of depositors’ propensity
to hoard money for transactional purposes
grew by 16.6 per cent over the year as
both transferable deposits and Emalangeni
in circulation rose by 15.5 per cent and
26.8 per cent, respectively. Quasi money
supply which is an indicator of depositors’
propensity to hoard money for investment
purposes, increased by 28.8 per cent over
the year, contrary to the fall of 3.5 per
cent recorded in the previous year. The
rise in quasi money supply was observed in
both term and savings deposits.

4.8 Broad Money Supply
Broad money supply (M2) growth accelerated
to 24.1 per cent year-on-year in March
2021, a notable improvement compared to
the low of 0.5 per cent recorded in March
2020. The expansion in M2 was largely
supported by the recovery in private
sector credit extension as well as an inflow
of funds channelled towards provision of
support to combat the negative impact of
the COVID-19 pandemic. Accordingly, both
components of M2; narrow money supply
(M1) and quasi money supply, trended

Broad money supply growth in the nearterm is likely to decelerate gradually
as a result of the spate of lockdowninduced disruptions to economic activity
domestically, regionally and globally.
However, M2 growth may pick up again
boosted by economic recovery anticipated
with the arrest of the pandemic in line
with the roll-out of vaccines.

Figure 15: Money Supply Annual Changes; March 2020 – March 2021
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4.9 Fiscal Sector
•  Budget Review
The Honourable Minister for Finance
presented the 2021/22 budget under
strained conditions instigated by the
COVID-19 pandemic that began late 2019,
ravaging economies worldwide since
then. It was no surprise that the 2020/21
budget outturn overshoot the original
budget as revenues shrank significantly

due to worldwide lockdowns. Under these
trying times though, Government was
able to contain expenditures because
the estimated outturn indicates slight
savings. For the 2021/22 financial year,
the Honourable Minister proposes a E4.6
billion deficit, equivalent to 6.5 per cent of
GDP. Total revenue and grants is budgeted
at E19.45 billion, and total expenditure at
E24.04 billion.
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Figure 16: Budget Summary; 2018/19 to 2020/21
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•  Budget Strategy
The 2021/22 budget priority is to
rationalize and restructure Government
expenditure, as well as enhance domestic
revenue collection in line with the Fiscal
Adjustment Plan adopted during 2020/21
fiscal year. The budget aims to achieve the
fiscal targets while allowing Government
to execute its core mandate such as
ensuring the delivery of vital Government
programs, including increased spending on
social contributions and health activities,
because of the coronavirus pandemic. This
reflects Government’s efforts to protect

its citizens against the pandemic, as well
as livelihoods against the global economic
crisis. To spur the private sector and
thereby ensuring employment creation,
Government will fast-track implementation
of the Post-COVID-19 Economic Recovery
Strategy that was launched in the 2020/21
financial year.
•  Total Expenditure
Total Government expenditure is budgeted
at E24.04 billion, with recurrent at E17.67
billion and capital expenditure E6.37
billion.
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•  Government’s Resource Envelope
Government expects to collect E19.45 billion
in revenue, including grants. SACU remains
the largest revenue component despite the
decline to E6.375 billion in 2021/22 from
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E8.355 billion the previous fiscal year. VAT
and PAYE are expected to show promising
improvements as the domestic economy
begins to open, alongside the rest of the
world.

Figure 17: Government Major Revenue Components 2021/22
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•  Financing
The financing gap of E4.6 billion will be
funded mainly through borrowing, in the
form of loans, treasury bills and bonds.
Budget support loans will be sourced from

international cooperating partners. The
Central Bank will continue to work with
Government in order to ensure that the
domestic financial sector remains sound
and well-functioning.

Figure 18: Total Public Debt; March 2020 to March 2021
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•  Public Debt
Total public debt increased mainly driven
by a surge in domestic debt as Government
continues with Securities’ issuance.
Also contributing to the increase in
public debt was a rise in external debt
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mainly attributed by disbursements of the
USD110.4 million IMF Loan under the Rapid
Financing Instrument (RFI) to support
the country’s efforts in addressing the
severe economic impact of the COVID-19
pandemic, as well as the USD40 million
World Bank Loan for Economic Recovery.

4.10 Financial Markets
4.10.1 Forex Purchases
Table 2: Total Forex Purchases by Currency since inception (May 2018) to 28 Feb 2021
CURRENCY

EUR

Foreign
Currency
SZL Equivalent

GBP

USD

59,110,365.99

8,989,213.76

1,026,953,578.93

177,432,320.33

JPY

TOTAL

468,166,820.19 15,000,000.00
7,135,609,925.86

1,932,989.69 8,341,928,814.81
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Figure 19: Cumulative Flows from Settled Forex Trades; March 2020 to Feb 2021

Source: Central Bank of Eswatini

The Central Bank actively participated
in the domestic market by purchasing
foreign currency acquired through export
proceeds from the local banks in an
endeavour to build reserves and to provide
buffer against the effects of net outflows.
Since this exercise started in May 2018,
an equivalent of E8.342 billion has been
settled as at the end of February 2021.

The total volume of trades conducted
over the financial year from April 2020 to
February 2021 amounted to E2.476 billion,
with unmatured forward positions at the
end of the period amounting to E292.6
million. The dollar is the leading currency
accounting for E7.136 billion of overall
purchases since inception, followed by the
euro amounting to E1.027 billion.
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4.10.2 Domestic Markets Developments
During the fiscal year 2020/21 the
Government of the Kingdom of Eswatini
continued to be faced with cash flow
challenges resulting in some of the arrears
remaining outstanding. In an endeavour
to assist Government to meet some of her
recurrent expenditure, the Bank provided an
Advance to Government as enshrined in the
CBS Order 1974, as amended. The Advance
was accessed monthly and paid in full upon
receipt of SACU funds. This has assisted to
sustain government liquidity requirements
on major recurrent expenditures.
In an initiative to develop the local market
and finance the liquidity gap, Government
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issued short and long-term securities in the
local market through the Central Bank of
Eswatini (as Agent to Government). Three
issuance programmes were utilised; the
Treasury Bills Programme, which is geared
towards short-term financing, and Treasury
Bonds Programmes, which are geared
towards longer term-financing. The Treasury
Bonds Programme consisted of Plain Vanilla
Bond Programme, which is listed on the
Eswatini Stock Exchange and the Suppliers
Bond Programme, which is solely for private
placements. The Infrastructure Bond
Programme, which is also listed with the
Exchange was suspended indefinitely for
further review following a poor performance
previous financial period.

Table 3: Domestic Debt Portfolio
Type of debt
Treasury Bonds
Promissory Notes
Treasury Bills
CBE Advance
Domestic Loans
Total
% of GDP

Mar-20
E Mil
7,396
154
3,064
1,660
1785
14,060
21.62%

Mar-21
%
53%
1%
22%
12%
13%
100%

Source: Central Bank of Eswatini

During financial period, the total domestic
debt portfolio grew by E1.738 billion or 12
per cent from E14.06 billion in March 2020
to E15.80 billion in March 2021. The increase
was mainly a result of net issued Treasury
Bills and Treasury Bonds. As a result,
Treasury bonds outstanding increased by
E1.278 billion or 74 per cent during the year
while Treasury bills grew by E883 million or
51 per cent during the same period. All other
debt categories including the Central Bank
Advance, Domestic Loans and Promissory
Notes all fell in varying magnitudes as a
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E Mil
8,674
116
3,947
1,500
1,561
15,798
22.25%

%
55%
1%
25%
9%
10%
100%

result of repayment by Government. At the
end of the period, the portfolio consisted of
Treasury bonds (57 per cent, Treasury Bills
(25 per cent), Domestic Loans (10 per cent),
Advance by CBE (9 per cent) and Promissory
Notes (1 per cent).
Maturing treasury bills and treasury bonds
amounted to E7.122 billion resulting in a
net issuance of E2.111 billion. Net issued
Treasury Bonds were E1.228 billion or 58 per
cent while net issued Treasury Bills were
E883 million or 42 per cent.
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Figure 20: Overall Treasury Bonds Issuance
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The Ministry of Finance, in consultation
with the Bank, is expected to publish the
issuance calendar for the 2021/22 fiscal
year, which is guided by the Government
borrowing needs and potential demand
for Government securities. The overall
issuance strategy is designed to manage
and influence the overall maturity profile
to minimise refinancing risk. It is provided
to enable market participants/investors to
plan ahead by providing predictability and
transparency of Government borrowing
plans.
4.10.3 Other Developments on
Government Debt Issuance
In July 2020, Moody’s Investors Service,
(“Moody’s”) downgraded the Government
of Eswatini’s long-term issuer rating to B3
from B2, and changed the outlook to stable
from negative.
The Bank, in collaboration with Government
is working towards introducing the
Government of Eswatini as a sovereign
borrower in the SA Markets. Preliminary
engagement including Request for Proposal
and presentations have been undertaken.

The Bank is also in collaboration with the
Government to introduce a retail bond
programme as a market development
initiative to improve financial inclusion.
4.10.4 Open Market Operations
In addition to the official policy rate
changes, and in response to the monetary
development as a result of the economic
impact of the COVID-19 pandemic, the Bank
also issued a notice to commercial banks
on changes to Open Market Operations,
“Notice to Bank Liquidity ManagementJuly 2020”. The notice provided guidelines
for commercial banks on the changes and
new developments on the liquidity support
facilities provided by the Central Bank.
Further, in August 2020, Central Bank
Bills were re-introduced to the domestic
market to mop up excess liquidity. The
Bank conducts weekly auctions of CBE
bills with tenors of 7,14,21 and 28 days.
Response from the market has thus far
been muted but the central bank continues
to consult the market participants in order
to improve on these instruments. Over
the year we also had an IMF Technical
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Assistance mission with a view to help us
develop further the CBE’s monetary policy
toolkit and implementation framework.
4.11 External Sector
During 2020, data indicates that the
country’s balance of payments (BOP)
recorded an overall surplus of E1.712
billion in reserve assets, a turnaround
from a E119.3 million deficit in 2019. The
significant surplus mainly stemmed from an
injection of USD110.4 million, which came
as emergency financial assistance from the
IMF under the RFI. Further contributing to
the overall BOP surplus was the surplus in
the current account.
The current account posted a surplus of
E4.375 billion in 2020, which is much wider
than a surplus of E2.487 billion in 2019. The
ballooning of the current account balance
was influenced by positive balances in the
goods and secondary income accounts. In
the year under review, the current account
surplus was 6.7 per cent of GDP compared
to 3.8 per cent in 2019.
Exports for the year amounted to E28.348
billion, down by 1.2 per cent when
compared to 2019 figures. In the second
quarter of 2020, at the start of the global
lockdowns, exports dipped, rebounding
quickly as the world adjusted to the
COVID-19 pandemic, to exhibit marginal
effects from the pandemic. The country’s
earnings were largely generated from the
export of ‘soft drink concentrates’, ‘sugar
and sugar products’, ‘wood and wood
articles’ as well as ‘textile and textile
apparel’, which made up 91.7 per cent of
total income from the country’s exports in
2020.
The country’s import bill amounted to
E24.436 billion in 2020, reflecting a 2.0 per
cent year-on-year decline. Merchandise
imports were dampened by the pandemic
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though, closing the year in a better position
than was projected at the start of the
pandemic. Leading import commodities for
the year were ‘fuel and electrical energy’,
which accounted for the largest share
of goods purchased abroad, followed by
textile inputs, ‘machinery and electrical
equipment’, as well as ‘vehicles and other
transport means’.
The country remained a net importer of
services in the year, mainly originating
from the South African market. The
services account posted a deficit of E2.095
billion, 5.7 per cent wider than the deficit
recorded in 2019.
The primary income account posted a
deficit of E6.563 billion in 2020, remaining
flat when compared with the previous year.
This deficit emanates from high investment
income outflows mainly in the form of
dividend payments, which made up 76.1
per cent of the outflows during the year.
The secondary income account registered a
surplus of E9.119 billion in 2020, which was
25.5 per cent wider than the surplus of the
previous year. The account surplus rests
heavily on SACU receipts and benefitted
from the 32 per cent increase in these
flows in 2020/21 relative to 2019/20. SACU
receipts accounted for 80.3 per cent of
total secondary income inflows during 2020.
The country was a net lender in the year
2020, registering a positive net balance of
E3.755 billion (net outflow) in the financial
account, up from a net positive balance of
E1.815 billion posted in the previous year.
This is a net increase in financial assets
acquired during the period and was mainly
driven by an increase in other investments
and a positive balance in the portfolio
investment account. The country attained
more foreign direct investment in the
year in the form of increased reinvested
earnings, translating to a net borrowing
position of E909.9 million in the account in
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2020 from net borrowing position of E1.561
billion in the previous year.
4.12 Exchange Rates Developments
In the year 2020, the external value of the
Lilangeni significantly depreciated against
the major trading currencies. Compared
to the value of the currency in 2019, the
Lilangeni fell sharply by 14.1 per cent
against the US Dollar. During the year,
the domestic unit fell to its lowest level,
breaching the E18.00 per USD exchange
rate. On an annual average, the Lilangeni
depreciated and traded at E16.48 in 2020
from E14.45 per US Dollar unit in 2019. The
significant depreciation in the domestic unit
was largely a global phenomenon generally
driven by a large capital outflow in South
Africa perpetuated by the overwhelming
effects of the COVID-19 pandemic. The
Rand along with the Lilangeni were under
pressure as South Africa imposed lockdown
restrictions which precipitated a downward
performance on the already fragile
economic conditions. Adding to the woes
of the already under pressure Rand was the
downgrade of South Africa’s credit rating
into junk territory (BB from BB+) by Fitch
in the year. In a bid to support the ailing
global economy and mitigate against the
impact of COVID-19, world central banks
including the South African Reserve Bank,
lowered interest rates influencing global
investor sentiments.
Despite the general depreciation in the year,
there were bouts of appreciation largely
attributed to the generally weaker US Dollar,
which leaned more towards the continuous
hike in new COVID-19 infections in the US,
dampening the US economic activity and
led to lower interest rates. Furthermore,
the outcome of the November 2020 US
elections brought hopes of more stable US
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foreign policies, especially in relation to
the US-China trade war. Towards the end of
the year under review, further appreciation
of the Lilangeni/Rand was attributed to the
strong build-up of market optimism around
the prospect of a viable and effective
rollout of the COVID-19 vaccine, which
further bolstered investors’ risk appetite
for emerging market economies assets and
boded well for improved regional and global
economic recovery. Thus, the Lilangeni
closed December 2020 at E14.62 to the US
Dollar, E19.92 to the Pound Sterling and
E17.97 to the Euro.
The first two months of 2021 were marked
by strong Rand appreciation largely
bolstered by an improvement in investor
sentiments arising out of an improvement
in global commodity prices, upbeat South
Africa’s trade surplus and developments
surrounding the roll out of the COVID-19
vaccines which, strengthened the argument
for an improved global economic outlook.
This has so far seen the Rand along with
the Lilangeni, retreat strongly back to preCOVID-19 levels of around E14-mark to the
US Dollar.
The exchange rate outlook is expected
to be influenced by the success of the
global roll-out of the COVID-19 vaccine
as well as policies meant to restore the
global economic performance and the
notion that the US Fed will maintain an
accommodative monetary policy stance in
the near future. However, the prospect of
the materialization of the projected third
wave of the COVID-19 pandemic presents a
negative risk on the exchange rate. Further,
the continuous power rationing in South
Africa which affects economic activity
poses a downside risk to the Rand hence
Lilangeni performance.
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Figure 21: Average Exchange Rates; March 2020 to March 2021
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4.13  Inflation Outlook and Monetary Policy Stance
(a)   Inflation Outlook
Inflation forecasts have been revised
downwards for the short-term but remain
on the upward trajectory. The downward
revision is as a result of a combination of
lower than anticipated inflation figures
received for February 2021 coupled
with the lower than expected increase
in domestic utility tariffs. Furthermore,
the expected exchange rate appreciation
in the short-term is expected to exert
downward pressures on the domestic
economy. Even though inflation has been
revised downwards, it remains biased
towards the upside risks due to persistent
inflationary pressures. The global roll-out
of COVID-19 vaccines, which is expected
to restore economic activity, is anticipated
to result in higher oil prices and therefore
exerting inflationary pressures on domestic
prices. On the other hand, the vaccines
are expected to restore supply chain as
countries relax lockdown regulations and
consequently putting downward pressures
on inflation towards the second half of
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2021. Upward pressure on inflation in the
short term is also likely to come from the
effected hike in domestic fuel price, the
expected increase in housing rentals and
the approved electricity tariff increase
which transmit to Eswatini’s inflation. While
the approved electricity tariff is expected
to add inflationary pressures, the effect
is expected to be milder than previously
anticipated. Consequently, inflation rate
for the first quarter of 2021 is revised down
to 4.07 per cent (from 5.04 per cent), the
second quarter of 2021 is down to 4.48 per
cent (from 5.88 per cent). As a result, the
annual average inflation forecast for 2021
is lower at 4.33 per cent than the 5.42 per
cent projected in January 2021.
In the medium term, overall inflation is
forecasted to be lower than previously
anticipated but remains elevated. A gradual
depreciation of the Rand in the medium
term is expected, exerting upward pressure
on the domestic inflation. Upward pressure
on overall inflation in the medium term is
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also expected from increases in domestic
administered prices. Therefore, inflation
rates for 2022 and 2023 are forecasted at
4.71 per cent (from 5.25 per cent) and 4.87
per cent (from 5.50 per cent), respectively.
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the peg whilst adjusting monetary policy to
foster economic growth.
(b) Monetary Policy stance
In
the
short
to
medium-term,
monetary policy is envisaged to remain
accommodative, to support economic
growth in light of the daring effects of the
COVID-19 pandemic whilst being cognisant
of inflationary pressures which may require
a mildly contractionary monetary policy
stance. The Bank will thus monitor such
developments and respond appropriately in
order to maintain price stability supportive
to economic growth.

The Central Bank of Eswatini remains
committed to fulfilling its price and financial
stability mandate especially during this
COVID-19 era. Furthermore, maintaining
the 1-to-1 exchange rate peg with the South
African Rand remains its primary objective.
The Bank will therefore continue with its
endeavours to maintain the appropriate
levels of international reserves to maintain

Figure 22: Inflation Projections for 2021 (Fan-Chart)
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5.0 REGULATORY POLICIES FOSTERING FINANCIAL STABILITY
5.1 BANK SUPERVISION
The Central Bank, through the Banking
Supervision Division, regularly assesses
the performance of banks in Eswatini in
order to foster safety and soundness of the
banking system and the overall stability of
the financial system. This is achieved by
ensuring that strict international banking
standards are adhered to at all times,
thereby protecting depositors’ funds and
contributing to sustainable economic
growth.
5.1.1 Ownership Structure
The banking sector in Eswatini is highly
concentrated with the 3 foreign owned
banks taking up 90 per cent of the total
market share by asset holding. The two
locally owned banks share the remaining
market share of 10 per cent. This is after
Farmers Bank’s commercial banking license
was reinstated effective 12th January
2021 following the conclusion of an appeal
process in terms of section 64 of the
Financial Institutions Act, 2005.
5.1.2 COVID-19 Pandemic
The COVID-19 pandemic has had a piercing
impact on economies globally. This has
had a substantial adverse impact on credit
quality of banking institutions as many
borrowers faced financial difficulties and
could not honour loan repayments on their
financial obligations. Consequently, this hit
hard on profitability and in some instances
dampened banks’ capital adequacy levels.
In an effort to limit the spread of the
pandemic, many countries implemented
national lockdowns which limited trade and
affected a lot of businesses, some of which
had to temporarily shut down operations and
in worse cases close shop completely. The
implications of this to various economies
has been catastrophic, to say the least.
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Supervisory authorities had to respond
in part by allowing some flexibility in the
application of accounting and regulatory
standards for the treatment of potentially
impaired loans. This enabled banks to
reduce the extent to which non-payments of
interest and principal feed through to higher
provisioning and higher capital weightings,
and thereby reduce the adverse impact on
their measured regulatory capital ratios.
Effectively, authorities accepted a higher
level of risk in pursuit of the wider goal of
keeping borrowers afloat during a difficult
time and promoting economic recovery.
5.1.3 Regulatory Intervention in
Response to COVID-19
Eswatini was not spared from the perils
of the pandemic which affected many
countries and similar to other countries,
Eswatini Government effected a national
lockdown in March 2020 to fight the rapid
spread of the virus, however that had
enormous negative impact on businesses.
To mitigate the effects of COVID-19 on the
banking sector, The Central Bank of Eswatini
(CBE) introduced relief measures through
Inspection Circular No.1 of 2020, which
banks have implemented to assist their
customers. Furthermore, the CBE utilized
other prudential tools including lowering
liquidity and cash reserve thresholds as well
as lowering policy rates.
Through the relief measures, more than
2,200 customers in aggregate with a total
relief value of E1.13 billion benefitted by
means of payment holidays – the payment
holidays ranged between three to six months
and were granted on case by case basis. The
intervention certainly provided significant
relief to the borrowers who would have
otherwise been troubled by the COVID 19
induced economic/financial distress.
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Furthermore, by the reduction of the liquidity
requirement and reserve requirement
by 500 basis points and 100 basis points,
respectively resulted to about E2 billion of
liquidity released to help cushion the banks
and allow them to continue lending amid
COVID-19. Indeed, total gross loans and
advances increased by 9.57 per cent from
E11.8 billion in March 2020 to E12.9 billion
in December 2020.
The Bank continues to closely monitor how
the banks perform under the threat of the
pandemic which still persist. The Bank
is currently finalizing an impact analysis
of Inspection Circular No.1 of 2020 to
determine how effective it was as a policy
intervention and possibly provide a scope
for review of the same based on current
and expected future economic dynamics.
5.1.4 Banking Sector Performance
The banking sector remained resilient
under an unprecedented period of stress
with adequate capitalization. Tier 1 capital
and the total Capital Adequacy Ratio (CAR)
stood at 14 per cent and 17 per cent in
December 2020, well above the minimum
statutory requirements of 6 per cent and 8
per cent, respectively.
The industry total assets grew by 24 per
cent in the period under review, from E20
billion in March to E25 billion in December
2020 while deposits increased from E15
billion to E21 billion in the same period.
Deposits which are considered the cheapest
funding source, continued to entirely fund
loans with the loans-to-deposit ratio sitting
at 63 per cent as at December 2020.
Asset quality was notably stronger in the
last quarter of 2020, registering an NPL
ratio of 5.4 per cent, down from 6.3 per
cent in the previous quarter. This favorable
movement highlights some of the positive
results that the relief measure programme
had in containing industry default rates.
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The industry earnings suffered a massive
hit in the period under review, recording
an after-tax ROE of 10.4 per cent as at
December 2020, down from 16.9 per cent
in the same period in 2019. This reflects a
deterioration in the industry’s profitability
underscoring the short-term headwinds
that the banking sector is faced with amid
the COVID -19 pandemic.
5.1.5 Basel II Implementation
The CBE bases its supervisory system on the
Basel II Capital framework which consists
of three Pillars; Pillar 1 which focuses on
Capital Adequacy Ratio computation was
fully implemented on the 1st April 2018
while Pillar 2 & 3 which concentrates on
the Supervisory Review Process and market
discipline disclosures, respectively, went
live from the 1st January 2021. This means
that the Bank has fully implemented Basel
II, a major milestone marking the end of
an implementation journey that started in
2016.
The positive implications of this new
framework is that banks will be required to
now: a) hold high quality capital capable
of better withstanding adverse economic
cycles, b) adopt a more integrated bankwide risk management approach; and c)
regularly disclose specific information
based on the transparency principle thereby
facilitating market disciple.
5.2 NATIONAL PAYMENTS SYSTEMS
The Eswatini National Payment System is a
crucial component of the financial system,
and any disruption to it would have adverse
consequences for the economy. The CBE
in carrying out its mandate continued to
promote, supervise, regulate and oversee
payment and settlement systems to ensure
safe and efficient functioning of the national
payments system and to support financial
stability in the Eswatini financial sector.
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5.2.1 National Domestic Switch
In an effort to lower domestic transactions
costs and foster interoperability between
the different payment systems, the CBE
together with the industry has launched a
National Domestic Payments Switch Project.
This was preceded by a benchmarking
exercise to identify what is prevailing in other
jurisdictions to inform conceptualisation
of the project and developments for the
Eswatini economy. The project is focusing
on four main elements of the switch, that
is; Point-of-Sale card transactions, ATM
Card transactions, Fast/Instant payment
stream and Open Banking. The project is
currently in the business consulting stage
which consists of five major activities, that
is, data collection & analysis of current
status of Eswatini to inform business needs,
case study on international best practices,
service & system design, and delivery of
a consultancy report to the industry to
inform conceptualisation of a business case
to develop a relevant and agile domestic
switch that will add value to the national
payments ecosystem.
5.2.2 Regulatory Reform
The Bank continued to coordinate reforms
in the payment systems regulatory
framework aimed at mitigating mainly
legal, operational, financial and systemic
risks. The Bank has made great strides in
the ongoing review of the National Clearing
and Settlement Systems Act, 2011. The
stakeholder consultation exercise has been
finalised and the Draft Bill has gone through
is currently undergoing internal Bank
approval stages and is ready for submission
to the Ministry of Finance for consideration
and to follow the requisite Parliamentary
procedure and promulgation process.
5.2.3 NPS Vision and Strategy
The Bank has developed a National
Payments System Vision and Strategy
Framework 2021-2025 for the Kingdom of
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Eswatini. The purpose of this document
is to highlight key strategic imperatives
for advancement and modernisation of
the National Payments System and also
to guide evolution of the NPS during the
next five years. The Vision and strategic
imperatives were informed by current data
trends and stakeholder engagements. The
Vision focuses on four categories, Payment
System Digitalisation, Regulatory Payments
Framework, Coordination, and Innovation in
the National Payments System. The industry
is expected to find this Vision and Strategy
Framework useful to shape provision of
payment product and services to meet
customer needs, regulatory requirements
and to continue to be alive on consumer
protection.
5.2.4 National Payments System Oversight
Oversight of the National Payments and
Settlement Systems (NPSS) is essential for
the achievement of public policy objectives
relating to safety and efficiency of the
national payments system. The oversight
function is a transparent public policy
activity focused on the efficiency and
safety of the whole national payments
system as opposed to focusing on individual
participants. The Bank will continue to
oversee all designated payment systems to
ensure their safety and efficiency.
The Central Bank continued to monitor
operations and conducted oversight on
designated payments systems and Fintech
developments to ensure safety and
efficiency of payment systems.
5.2.5 Electronic Money Transfer Services
The Central Bank continued to support
mobile money transfer services as provided
by the Mobile Network Operators and
Shoprite Stores. In order to enhance the flow
of remittances within the CMA region, the
Bank has approved cross border remittances
to be provided by these entities. The Bank
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will continue to monitor these services to
ensure safety and efficiency of the national
payments system.
5.2.6 Common Monetary Area Directive
for Cross-border Low Value Credit EFTs
A Common Monetary Area (CMA) Directive
was issued in 2018 to monitor the
inappropriate practice of clearance and
settlement of CMA cross-border low value
credit EFTs as local transactions in the
Republic of South Africa.
The banking industry was required to drive
the implementation of the Directive in
their respective jurisdictions. Owing to the
challenges emanating from the Directive
requirements, the banks were unable to
meet the requirements at the set timelines.
The Central Bank is taking cognizance of
the efforts that the banking industry has
put in and as such a refocus was taken
to implement an Interim Solution to
comply with the Anti-Money Laundering
and Combatting Financing of Terrorism
(AML/CFT) requirements. The continued
cooperation and collaboration of the
Eswatini banking industry in this matter is
commended.
5.3 FINANCIAL TECHNOLOGY (FINTECH)
DEVELOPMENTS
5.3.1 Global Fintech Developments
The global fintech market continues to
grow with the potential for widening
access to financial services and serving
the previously excluded and underserved
communities. The ongoing COVID-19
pandemic has accelerated policy initiatives
to promote, enable and support innovative
digital financial services. A study by the
World Bank and the University of Cambridge
revealed that regulators have introduced
fintech-specific measures in response to the
coronavirus pandemic, a majority of which
have been targeted at the digital payments
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and remittances sector. Furthermore,
regulators see fintech as potentially
supportive of financial inclusion, market
development, the adoption of digital
financial services and the promotion of
effective competition.
The current situation demands policy
coordination
and
clear
regulatory
frameworks, complimented by timely and
anticipatory supervisory actions. When
poorly regulated, Fintech can erode
consumer protection, market integrity
and stability by promoting excessive risk
taking. One area that has seen coordinated
regulatory effort is cryptocurrencies or
crypto assets. For example, in April 2020,
South Africa’s Intergovernmental Working
Group (IFWG), a group of financial sector
regulators released a position paper on
crypto assets following a consultation on
the same by the working group in 2019. The
paper recommends, among other things, a
licensing and supervisory regime for cryptorelated business; the implementation of
an anti-money laundering and counterterrorism framework and a framework
for
monitoring
cross-border
crypto
transactions.
Central Banks around the world continue
to work on their Central Bank Digital
Currency (CBDC) research and proof of
concept projects to support their mandate
for monetary and financial stability and to
promote broad access to safe and efficient
payments. Another area that is receiving
increased attention by financial regulators
and supervisors is Supervisory Technology
(SupTech). SupTech is the use of technology
such as big data and artificial intelligence to
support supervisory and oversight activities.
A study by the Financial Stability Board
found that SupTech is a strategic priority
for an increasing number of regulatory
authorities as a majority of respondents
had a SupTech, innovation or data strategy.
© 2021 Central Bank Of Eswatini
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5.3.2 CBE Sandbox
The Central Bank is currently operating a
Fintech Regulatory Sandbox in line with
the Bank’s commitment to encourage and
support innovation while safeguarding
consumer interests and preserving market
integrity. The sandbox allows for short-term
and controlled live testing of innovative
financial products under the supervision of
the Central Bank. The Bank has received
applications and enquiries for fintech
startups looking to provide innovative
solutions in digital banking services, QR code
payments, cross-border remittances, crossplatform remittances, digital currencies,
e-commerce, credit scoring and mobile
payments.
One firm, Digimage has been admitted to
the sandbox and is currently testing under
the guidance of the Central Bank. Digimage
provides a digital payment platform,
ePaynet, that enables the transfer of funds
between mobile money accounts and bank
accounts using a smartphone. The platform
provides interoperability, and enhances
efficiency and convenience for users.
The sandbox will play an important role
in accelerating innovative initiatives for
digital financial services and products that
will broaden access and deepen usage in
the face of the ongoing pandemic, and its
socio-economic affects.
5.3.3 Eswatini Fintech Working Group
In January 2021, the Bank together
with its partners- the Financial Services
Regulatory Authority (FSRA), Eswatini
Communications Commission (ESSCOM), the
Centre for Financial Inclusion (CFI) and the
University of Eswatini (UNESWA), launched
the Eswatini Fintech Group which seeks
to facilitate a coordinated approach for
the regulation and supervision of fintech
activities in the country. The working
group will collaborate on initiatives to
promote responsible financial technology

42

© 2021 Central Bank Of Eswatini

|

CENTRAL BANK OF ESWATINI

innovation in the interest of the consumer.
Members of the working group come from
diverse backgrounds each bringing unique
ideas and experience that will help shape
the work of the group. The working group
provides a platform for the Bank to impart
knowledge, share experiences with fintech
and collaborate on the Bank’s fintech policy
and regulatory initiatives that require input
from other regulatory authorities.
5.3.4 Global Financial Innovation Network
The Bank remains a member of the Global
Financial Innovation Network (GFIN), an
international network of over 60 financial
regulators and related organization. The
GFIN members are committed to supporting
financial innovation in the interest of
consumers. Membership in this network
avails to the CBE opportunities to take
part in knowledge and experience sharing
initiatives.
The Bank is a member of the SupTech Special
Unit which aims to share information,
insights and lessons on SupTech projects
employed in different jurisdictions, to
inform regulatory work programmes and plan
future regulatory collaborations. The use of
SupTech can improve oversight efficiency,
reduce manual processes and enhance
analytical capabilities to support forward
looking supervision and policymaking.
The SupTech Special Unit will allow the
Bank to keep up with global SupTech
Developments and learn fast. Times demand
that we learn fast and adapt, as the world is
going through a pandemic that has shifted
how and where central banks conduct their
supervisory and oversight activities.
5.3.5 Central Bank Digital Currencies
The Bank continues with its research efforts
to explore the feasibility and technical
requirements of issuing a CBDC in Eswatini.
Accordingly, the Bank is taking part in the
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R3 CBDC Working Group, a forum for Central
Banks and private sector to discuss the
emerging CBDC landscape and to explore
the requirements for building a CBDC on
Distributed Ledger Technology or DLT.
The working group focuses on the impact
of CBDCs across different participants;
policy implications; architecture design
considerations; and the interoperability
of CBDCs with existing payment rails.
Participation in this working group awards
the CBE access to knowledge sessions,
research and monthly update reports,
reference CBDC architectures and a virtual
(technical) CBDC sandbox hosted by R3. R3
is an enterprise software firm specializing in
distributed labour technology, experience
working on CBDC projects, including the
Bank of Canada’s Project Jasper and
Singapore’s Project Ubin. The working group
will inform the Bank’s CBDC research and
the next steps (e.g. a Proof of concept).
5.3.6 Strategy
The coronavirus pandemic has accelerated
change in how people interact with
businesses and financial services, demanding
the move towards secure, efficient and
accessible digital financial services. The
Bank is working on regulatory frameworks
and supervisory tools to support the
development and stability of the financial
system.
As the market moves towards digital
payments, the Central Bank is speeding
up its efforts to develop robust regulatory
and payments infrastructure to enable
innovation and to support the development
of digital payments products designed to
meet the changing demands of the market.
Enhancing consumer protection and market
integrity remains a strategic priority.
The Bank is also exploring SupTech and
RegTech (Regulatory Technology) initiatives
to improve efficiency and enhance the
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resilience and stability of the financial
market. At the heart of these efforts
to create an enabling environment for
fintech, is collaboration and informationsharing internally and with other regulatory
authorities, local and international.
5.4 FINANCIAL SURVEILLANCE
5.4.1 Migration to Financial Surveillance
Name Launch
The Central Bank of Eswatini is excited to
announce the new name of its Exchange
Control Unit, now called Financial
Surveillance. The name change aligns with
the new way of processing foreign currency
transactions that the Central Bank has
adopted resulting in more leeway granted
to the authorized dealers to do transactions
without having to apply for Central Bank
approval. The migration that began with the
introduction of the relaxations of Exchange
Controls as far back as 1995 has led to
the increment in permissible monetary
limits allowing Emaswati to spend more on
foreign investments as well as foreign travel
amongst other dispensations. Dispensations
that are in place to attract Foreign Direct
Investments (FDI) include the free transfer
of dividends and profits to the country of
origination.
Part of the reasons for the change of
name were also to eliminate the negative
connotation brought about by the phrase
“exchange control”.
Exchange controls appeared to be an
obstacle to investors. The move to financial
surveillance is a process of introducing a new
regime that will promote the ease of doing
business, emphasising that Eswatini is Open
for Business in line with the Government’s
initiatives. The Bank has thus adopted a
post monitoring function of capital flows.
Migrating to Financial Surveillance is a
journey and a continuous process that will
© 2021 Central Bank Of Eswatini
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give more authority to Authorized Dealers
(banks), as the front liners in dealing
with customer, in facilitating cross border
transactions.
More relaxations will be
introduced as the Bank continues with
the liberalization process. The migration
will yield positive results to the country
by attracting more FDI thus boosting the
economy of the country.
5.4.2 Migration to Cross Border Foreign
Exchange Transaction Reporting System
The Financial Surveillance Division is
currently upgrading the Cross Border
Foreign Exchange Transaction Reporting
System (CBFETRS) from version 2 to version
3 to align it with the IMF BPM6 codes. The
upgrade of the system will improve data
integrity as the Central Bank analyses the
country’s Balance of Payments. This system
will further improve the categorisation
of transactions thereby ensuring that the
compilation of the country’s statistics is in
accordance with international standards.
5.4.3 Anti-Money Laundering and
Countering Financing of Terrorism
Money Laundering and Terrorism Financing
(ML/TF) are financial crimes with farreaching and harmful socio-economic
effects.
Criminal
networks,
money
launderers and terrorist financiers are highly
adaptive and quick to exploit any weak links
within an increasingly borderless world to
hide the detection of such illicit funds.
The globalization of the financial services
industry and advancement in technology,
including the emergence of new players
and innovative products, pose challenges to
regulators and law enforcement agencies
alike in curbing criminal activities.
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At the centre of the AML/CFT regime is the
need to understand the money laundering
and terrorist financing risks in order to
implement responsive measures that are
commensurate to the risk. The Central Bank
implemented in full the newly developed
Risk Based Supervisory Framework in
supervising the financial industry in the
implementation of the Financial Action
Task Force (FATF) 40 Recommendations
and country legislation on the Anti-money
Laundering and Combating Financing of
Terrorism (AML/CFT).
In addition, the Central Bank, flowing
from the country’s National ML/TF Risk
Assessment (NRA), conducted the annual
sectorial risk assessment for the banking
sector including banks, forex bureaus,
remittances and Money Value Transfer
Service providers. This risk assessment
informs the Central Banks’s allocation of
resources to the supervision of the banking
sector.
The coronavirus pandemic presented the
need to review some of the controls placed
by legislation in the fight against money
laundering and terrorist financing. With
restrictions on movements, the public
resorted to electronic platforms. There was
a need to review transactional limits for
remittance products to ensure uninhibited
access to finances. The Central Bank relaxed
a number of limits for remittance products,
whilst taking caution to ensure that
mitigation measures are in place to prevent
the spread of ML/TF risk. In response, a
COVID-19 risks assessment was necessary
and is currently underway to understand
the ML/TF risks in the new dispensation.
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5.5 OPERATIONS
5.5.1 Issuing and Redeeming of Currency
During the period ending 28th February
2021, notes issued amounted to E5.4
billion showing a slight decrease from the
E5.5 billion issued in the same period in
the previous year. Coins issued over the
period to February 2021, amounted to
E24.9 million, indicating an increase from
the E22 million reported in the prior year.
As at the end of February 2021 currency
in circulation was E1.184 billion, equating
to a 16 per cent increase from the E1.017
billion reported in the same period last
year.
5.5.2 New Notes
The Bank released into circulation the reprinted E50 banknote in April 2021. This note
co-circulates with the other E50 already in
circulation. The Bank issued notifications
to the public through the newspaper, radio
and other media platforms before release
of this note.
The following three main features changed
in the reprinted E50 banknote;
• The country name change from
Swaziland to Eswatini and the Bank’s
name from Central Bank of Swaziland
to Central Bank of Eswatini.
• His Majesty, King Mswati III’s portrait
has been replaced with a portrait that
has the full Ligcebesha.
• The current Minister of Finance’s
signature has been incorporated.
There are no other changes on the
note and the hybrid substrate remains
including the security features, size and
colour.
5.5.3 Eswatini Currency Museum
The Central Bank of Eswatini will be
launching the Eswatini Currency Museum in
the first quarter of the 2021/2022 financial
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year. The museum exhibits the history of
the country’s currency from inception to
date. The project’s main aim is to preserve
the historical legacy of the Kingdom’s
currency.
5.5.4 Currency in Circulation Policy
The Bank issued a Currency in Circulation
Policy, which is a public policy aimed
at ensuring the quality of currency in
circulation and also making sure that
there is continued confidence in the
Lilangeni. The policy incorporates the
correct handling of currency by the
public, including provision of guidance on
how to treat soiled, mutilated, defaced,
dye-stained, bleached and counterfeit
currency.
The handling of cash section states that:
• Every member of the public has a duty
to handle currency properly and should
avoid handling it in a manner that is
likely to compromise its quality and
integrity.
• In handling currency, the public should,
therefore, take note that it is a
punishable offence to wilfully mutilate,
deface and/or counterfeit banknotes
or coins. This includes mutilation of
currency for ritual or ornamental
purposes.
• The non-monetary use of currency,
including usage for promotional or
marketing purposes without the prior
written permission of the Central Bank
of Eswatini, is strictly prohibited.
With this in mind, the public is reminded
that the intentional mutilation of currency
is a punishable offence, with fines and
sanctions as stipulated in the Central Bank
of Swaziland, Order of 1974 (as amended).
The public is urged to familiarise themselves
with the policy which is available on the
Central Bank of Eswatini’s website.
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5.6 FINANCIAL SECTOR STABILITY
The fourth issue of the Financial Stability
Report revealed that risks to financial
stability in the Kingdom of Eswatini
largely increased in the 12-month period
ended June 2020, with the banking sector
remaining relatively unchanged. Risks in
the different sectors mainly stem from
the COVID-19 pandemic, which disrupted
operations across all sectors.
Risks from the external environment
escalated in the first half of 2020. The global
economy experienced a major shock with
the outbreak of the coronavirus pandemic
which quickly resulted in an economic
crisis. Economic productivity came to a
standstill as economies resorted to hard
lockdowns as a primary antidote to contain
the spread of the virus. These lockdowns
negatively impacted global trade as supply
and demand chains suddenly came to a
halt. In this regard, financial stability risks
emanating from the external economic
environment escalated particularly in the
first half of 2020.
Financial stability risks emanating from
the domestic economy increased during
the review period, predominantly in
the first half of 2020. In 2019, the fiscal
position worsened because of deteriorating
economic performance. The fiscal position
continued to be financed by debt, which
pushed public debt higher. Moreover,
weak trading partners’ growth, mainly
South Africa’s, means reduced SACU
receipts, which form a significant share of
government revenue.
Risks from the household sector remain
high and are expected to remain so thus
feeding into vulnerabilities that could
affect financial stability. Household credit
to GDP ratio continued on an upward
trajectory reflecting increased exposure
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of the banking sector and non-banking
financial institutions (NBFIs) to credit
risk. Disposable income was further
compromised due to lockdown restrictions
that led to layoffs and paycuts in some
industries thus affecting their ability to
meet their debt obligations.
The performance of the corporate sector
improved in 2019 as overall profit growth
gained momentum, mainly driven by the
large corporates. On the other hand,
micro, small and medium enterprises’
(MSMEs) profits declined. In the first half of
2020, the impact of COVID-19 manifested
through the corporates across all sectors.
Preliminary data showed a decline in
corporate sector gross profit for the first
half of 2020, most likely due to business
closures and low productivity that resulted
from the lockdown.
The banking sector was assessed to be
sound, stable and adequately capitalized
during the period under review, with risks
marginally subsiding compared to the
previous year. This is a result of banks
maintaining adequate levels of liquidity
and improving asset quality. However,
banking profitability deteriorated amid the
pandemic, low interest environment and
struggling economy.
Non-banking-sector assets declined by
about 22.6 per cent year-on year as at
June 2020. Developments that negatively
impacted capital markets included a
depreciation in value of underlying assets
observed in the first quarter ending March
2020, as well as decreased membership in
collective investment schemes whose funds
are under management. Adverse market
movements affect portfolio performance
and consequently the revenue generated
by fund managers, which is based on the
assets under management (AUM).
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The insurance sector in Eswatini remained
stable throughout 2019. Premium and
investment income growth steadily
continued on an upward trend, driven
mainly by the claims paid out during
2019 increased, mainly in the short-term
insurance sector. In the second quarter
2020, premium income growth remained
resilient and grew from the first to second
quarter of 2020. These claims were mainly
life policy claims as was anticipated as a
potential outcome of the pandemic due
to the growing death toll. In June 2020,
investment income recovered from a
significant loss recorded at the end of March
2020. Risk remains high as the effects of
the second wave deepens. Profitability
could still be under pressure with declining
premium income as the economic downturn
results in a decrease in new business sales,
an increase in the cancellation of policies
and defaults on premium payments.
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The pension sector invested assets
suffered an 8.7 per cent quarter-onquarter (q-o-q) decline in March 2020 from
E33.3 billion recorded in December 2019
which is associated with the COVID-19
pandemic. The decline was as a result of
a notable 17.3 per cent deterioration in
foreign assets holdings from E16.2 billion
observed in December 2019. More than
95.0 per cent of the retirement funds
assets are investments. At 31 March 2020,
the majority of funds had more than 55.0
per cent of their assets invested outside
the country, mostly in the Johannesburg
Stock Exchange. On the same note, pension
sector contributions declined by more than
60 percent in the first quarter of 2020
which is attributable to some COVID-19
relief measures introduced for employers
and members in financial distress in the
form of contribution holidays.
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6.0 CONCLUSION
The year 2020 was characterised by the
outbreak of the COVID-19 coronavirus
pandemic. In line with other countries in
the world, the country instituted lockdowns
to prevent the virus from spreading.
Unfortunately, the lockdowns resulted in
supply chain disruptions, which impacted
negatively to the domestic economy over
the period under review.
The annual consumer inflation averaged
3.9 per cent in 2020 from an average of
2.6 per cent in 2019. Inflation is projected
to be on an upward trajectory in the short
to medium-term, with a projection of 4.33
per cent for 2021 and 4.71 per cent for
2022. The Bank reduced the discount rate
by a cumulative 275 bps over the reporting
period in an effort to boost economic
growth in the midst of the COVID-19
pandemic.
Economic growth, as measured by real
Gross Domestic Product (GDP), is estimated
to have contracted by 2.4 per cent in
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2020, with a sharper decline observed
during the second quarter of the year. The
secondary and tertiary sectors were the
most affected, while the primary sector
depicted some resilience.
The
short-to-medium
term
growth
prospects remain uncertain in light of the
COVID-19 coronavirus pandemic, which
continues to threaten with numerous
variants across the globe. Even though,
the roll-out of vaccines remain on course
internationally and domestically, the
challenges in its roll-out and concerns over
its effectiveness on new and emerging
variants continue to pose a challenge for
medium term prospects.
The
Bank
remains
committed
to
monitoring global, regional and domestic
developments, and use all the instruments
at its disposal, in pursuit of its price and
financial stability objective, in order to
ensure an environment conducive for
sustainable economic growth.
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