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1.0 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 kept the discount rate steady
at 3.75 per cent in 2021 in line with low
inflationary pressures and only hiked it by
25 basis points (bps) in January 2022 to 4.0
per cent as inflationary pressures began to
emerge.
The International Monetary Fund’s World
Economic Outlook (WEO) published on 19
April 2022, highlights that, global economic
prospects have worsened significantly since
the January 2022 WEO Update forecasts.
Global growth is projected at 6.1 per cent
in 2021 following an estimated contraction
of 3.3 per cent in 2020. In the January
2022 WEO, the projections had indicated
that the global recovery will strengthen
from the second half of 2022 following a
short-lived impact of the Omicron variant.
However, since then the outlook has
deteriorated, largely because of Russian’s
invasion of Ukraine which has caused
a tragic humanitarian crisis in Eastern
Europe. In addition, the sanctions on Russia
aimed at pressurizing the government to
end hostilities have negatively impacted
on the recovery path.
More so, the crisis in Eastern Europe unfolds
while the global economy was on a mending
path and had not yet fully recovered from

1
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the coronavirus pandemic. Meantime,
frequent and extensive lockdowns in China,
especially in key manufacturing zones have
also slowed activity there and could cause
new disruptions in global supply chains.
Higher, broader, and more persistent
price pressures also led to a tightening of
monetary policy in many countries.
In a nutshell, risks to economic growth
prospects have risen sharply and policy
trade-offs have become even more
challenging.
On the domestic front, headline inflation
averaged 3.73 per cent in 2021 from an
average of 3.9 per cent in 2020 and further
remained modest in the first quarter of
2022, recording an average of 3.43 per
cent. Inflation is forecasted to pick in the
short to medium-term, with a projection
of 4.20 per cent for 2022 and 4.05 per cent
for 2023.
The rest of this Policy Statement is organised
as follows: Section 2 and Section 3 reviews
the international economic developments
and regional economic developments,
respectively, whiles Section 3 focuses on
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
through 31 March 2022, are factored into
the baseline), and that the pandemic’s
health and economic impacts abate over
the course of 2022.

2.1 Global GDP Growth
According to the IMF’s World Economic
Outlook (WEO) published on 19 April 2022,
global growth is projected to slow from an
estimated 6.1 per cent in 2021 to 3.6 per
cent in 2022 and 2023. This is 0.8 and 0.2
percentage points lower for 2022 and 2023,
respectively, compared to the January
2022 WEO Update. The downward revision
majorly highlights the Russia-Ukraine war’s
direct impact on the global economy and
related spill-over effects. Beyond 2023,
global growth is forecasted to decline to
about 3.3 per cent over the medium term.

The war in Ukraine has led to a costly
humanitarian crisis that calls for a longlasting peaceful resolution. The IMF
highlights that economic damage from
the conflict will contribute to a significant
slowdown in global growth in 2022. Both
Russia and Ukraine are projected to
experience large GDP contractions in 2022.
In Russia, GDP is projected to contract by
8.5 per cent in 2022 from an estimated
4.7 per cent expansion in 2021. The sharp
decline reflects the impact of the sanctions,
the termination of trade relations, greatly
impaired domestic financial intermediation
and the loss of consumer, business, and
investor confidence.

Important to consider is that the forecast
assumes that the Russia – Ukraine conflict
remains confined to Ukraine; that further
sanctions on Russia exempt the energy
sector (noting that the impact of EU
countries’ decisions to cut off the reliance
on Russian energy embargoes announced

Figure 1: IMF Global Growth Projections; 2017 – 2023
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The latest IMF report indicates that there
are significant divergences between
the economic recoveries of advanced
economies and emerging market and
developing economies (EMDEs). Regarding
economic growth projections for the
advanced economies bloc, the IMF predicts
a 3.3 per cent expansion in 2022 following
an estimated GDP growth of 5.2 per cent in
2021. A further moderation to 2.4 per cent
is forecasted for 2023.
For EMDEs, GDP growth is forecasted to
decrease to 3.8 per cent in 2022 from 6.8
per cent in 2021 and will edge up to 4.4 per
cent in 2023 (IMF World Economic Outlook,
19 April 2022).
2.1.1 Global risks to GDP growth are large
and to the downside
While a fast resolution to the war in Ukraine
would lift confidence, ease pressure
on commodity markets, reduce supply
bottlenecks, it is more likely that growth
could slow further, and inflation turn out
higher than expected. Overall, risks are
elevated and broadly comparable to the
situation at the start of the pandemic.
Notably an unprecedented combination of
factors shapes the outlook, with individual
elements interacting in ways that are
inherently difficult to predict.
A worsening of the war situation would
exacerbate the direct and indirect effects
factored in the baseline forecast. Principally,
these include further amplifications of the
humanitarian crisis in Ukraine and the influx
of refugees into neighbouring countries. In
addition, tighter sanctions could lead to
additional falling-out of trade connections,
including crucial energy links between
Russia and Europe with detrimental effects
on cross-border investment. The risk of

3
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cybersecurity breaches has also increased,
with the potential to cripple critical
infrastructure and financial intermediation.
The war in Ukraine has increased the
probability of wider social tensions in the
near term through two main channels. The
first is a further sharp rise in global fuel and
food prices. This is an issue of concern in
EMDEs, with limited fiscal space, that are
highly dependent on energy and food imports
for basic consumption. This could intensify
commodity hoarding, export controls, and
domestic restrictions with further knockon effects on supply disruptions, prices,
and social unrest. The second is the longerterm impact of the humanitarian crisis.
While host nations have responded with
generosity, such pressures will be amplified
should the conflict spread or persist. In
the longer term, large refugee inflows may
exacerbate pre-existing social tensions and
fuel unrest.
While conditions are improving, the Covid-19
pandemic may yet take another turn for
the worst. This has been seen for example,
with recent rising caseloads in China and
elsewhere in the Asia-Pacific region. The
Omicron variant cases are trending up in Hong
Kong and Mainland China. The combination
of more transmissible variants and the
strict zero-COVID-19 policy implemented
by China could continue to affect economic
activity and further increase uncertainty. A
more dangerous mutation, perhaps one that
retains Omicron’s ability to dodge immunity
but with enhanced lethality, would be a
significant blow.
A prolonged economic downturn in China is
another immediate risk that could expose
structural weaknesses such as high local
government liabilities, property developer
leverage, household debt, and a fragile
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banking system. Such a scenario would also
result in reduced demand for exports from
many-middle and low-income countries in
the region. In addition, in the case of more
prolonged lockdowns this could disrupt
goods supply for the rest of the world.
The IMF highlights that inflation expectations
remained reasonably well anchored in most
economies during the pandemic. Besides
recent hikes, markets expect the inflation
rate to moderate over the medium term as
central banks around the world respond.
Inflation expectations have so far risen
substantially in a few EMDEs. Meantime, with
already high inflation and rising energy and
food prices, elevated inflation expectations
could become more widespread and in turn
result to further increases in prices.
The pandemic further led to record levels
of public debt around the world. As interest
rates rise, this will strain public budgets with
tough choices around fiscal consolidation
over the medium term, as pressures for
social and, in some cases, defence spending
may remain high (IMF World Economic
Outlook Update, 25 January – IMF WEO, 19
April 2022).
2.1.2 Policymakers Response to the Risks
COVID-19 and Health Care policies: It
is important to consider that as the virus
continues to evolve, COVID-19 could be
around for the long term. The best defence
therefore is to ensure that each country
has equitable access to a comprehensive
COVID-19 toolkit, with vaccines, tests, and
related treatment. A worrying scenario is
that the rollout of many COVID-19 tools
continues to proceed at unequal speeds.
Over 100 countries are not on track to
reach the IMF pandemic proposal’s mid2022 vaccination target of 70 per cent,
and similar inequality persists in access to
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tests and treatments. Regarding vaccines,
substantial supply increases in recent months
mean that in-country absorptive capacity
is emerging as the key barrier. According
to the World Health Organisation, keeping
a broad set of tools updated as the virus
evolves will require ongoing investments in
medical research, disease surveillance, and
health systems that reach the last mile in
every community.
Monetary policy: Worthy to note is that
monetary conditions have tightened
globally amid heightened inflation risks.
Inflationary pressure had become more
broad-based in many economies even
before the prevalence of the Omicron
variant. Central banks in some EMDEs and
a few advanced economies have already
been raising interest rates. For some, the
decision to tighten policy reflects a difficult
choice, trading off the benefits of getting
ahead of price pressures against the costs
of potentially slowing an already subdued
employment recovery. Policy responses will
vary according to country-specific inflation
and employment developments and the
strength of central bank policy frameworks.
Extraordinary support is likely to continue
in the Eurozone and Japan to allow the
recovery to take a firmer hold. The timing
and extent of responses in emerging markets
is uncertain and will be complicated by
ongoing developments with the pandemic.
This will entail both domestically and
through imported inflation stemming from
international supply disruptions. This
underscores the need to carefully monitor
key indicators of future inflationary
pressures, including inflation expectation,
wage growth and unit labour costs, and
firms’ profit margins. All the above can
provide an indication as to whether higher
cost pressures are most likely to be passed
on to prices.

© 2022 Central Bank Of Eswatini
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Meantime, it must be noted that effective
monetary policy communication is a key
tool to avoid provoking overreactions
from financial markets. In countries where
inflation expectations have increased, and
there is a tangible risk of more persistent
price pressures, central banks should
consider the following: clearly signalling
that the pace at which monetary support will
be withdrawn may need to be recalibrated
if the pandemic worsens again; a tighter
stance of monetary policy, especially if
not clearly communicated, could have
financial stability implications as financial
vulnerabilities remain elevated in a number
of sectors; a sudden repricing of risk in
markets, should investors reassess further
that the economic and policy outlook, could
interact with such vulnerabilities and lead
to tighter financial conditions. Therefore,
policymakers should take early action and
tighten selected tools to target pockets of
elevated vulnerabilities.
Preparing for tighter external financial
conditions: Less accommodative monetary
policy in advanced economies will
pose challenges for central banks and
governments in EMDEs. Higher returns
elsewhere will incentivize capital to flow
overseas, putting downward pressure on
EMDEs currencies and raising inflation.
Without commensurate tightening, this will
increase the burden on foreign-currency
borrowers, both public and private. But
tighter policy also brings costs at home, as
domestic borrowers will find credit harder
to come by. Overall, tighter policies will
likely be appropriate in many EMDEs to
stave off the threat of persistently higher
inflation.
Central banks should continue to clearly
articulate the policy outlook and adjust
the monetary stance in a data-dependent

5
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manner. The transmission of the shock of the
war in Ukraine will vary across countries,
depending on trade and financial linkages,
exposure to commodity price increases,
and the strength of the pre-existing
inflation surge. The appropriate monetary
policy response will therefore differ across
economies.
Maintaining liquidity in the global financial
system: International cooperation will be
essential to manage the coming monetary
tightening cycle. Access to emergency
liquidity is a crucial backstop against
international financial spill overs. During
the pandemic, rapid financing instruments
and credit facilities extended a lifeline to
many economies, and a new Special Drawing
Rights allocation (SDR) boosted reserves.
As the pandemic subsides, IMF facilities
will continue to address imbalances,
help devise credible adjustment paths
to macroeconomic stability, and create
conditions for sustained, inclusive mediumterm growth. Central banks should be
prepared to activate emergency swap lines
as needed to reduce the risk of foreign
currency liquidity hoarding and deposit
withdrawals in overseas jurisdictions (IMF
WEO, January – April 2022).
2.2 Advanced Economies
According to the April 2022 IMF World
Economic Outlook Report, GDP in advanced
economies is estimated to have grown by
5.2 per cent in 2021 following a 4.5 per
cent contraction in 2020. The advanced
economies block is projected to grow by
3.3 per cent in 2022 before edging lower to
grow by 2.4 per cent in 2023.
The US economy expanded by an estimated
5.7 per cent in 2021 following a 3.4 per
cent contraction in 2020. This was the
strongest GDP growth since 1984, amid an

ANNUAL MONETARY POLICY STATEMENT 2022

increase in fixed investments, and personal
consumption. According to the IMF, US GDP
is expected to grow by a lower 3.7 per cent
in 2022 and further decrease by 2.3 per cent
in 2023. The Eurozone economy advanced by
an estimated 5.3 per cent in 2021 following a
6.4 per cent contraction in 2020, benefitting
from some easing of Covid-19 restrictions. In
2022, the Eurozone economy is expected to
grow by 2.8 per cent, further edging lower
to grow by 2.3 per cent in 2023 (IMF World
Economic Outlook, 19 April 2022).
The UK economy advanced by an estimated
7.4 per cent in 2021, the most since
1941, recovering from a low base, having
contracted by 9.3 per cent in 2020.
Largest contributions came from household
consumption, government spending, human
health, and social work spending. The IMF
projects that the UK economy will grow by
3.7 per cent and 1.2 per cent in 2022 and
2023 respectively. Meantime, the Japanese
economy grew by an estimated 1.6 per cent
in 2021 following a 4.5 per cent contraction
in 2020. The rebound in economic growth
is attributable to an upturn in household
consumption and business investment, amid
a decline in Covid-19 cases and easing of
restrictions in the review period. Japanese
GDP is expected to grow by 2.4 per cent in
2022, followed by a 2.3 per cent expansion
in 2023.
According to the IMF’s latest forecast
published in the April 2022 World Economic
Outlook, elevated global inflation is expected
to remain for longer. This is happening amid
geopolitical tensions, the continuing war in
the eastern Europe and broadening price
pressures. The Russia–Ukraine war is likely
to have a protracted impact on commodity
prices, affecting oil and gas prices more
severely in 2022 and food prices well into
2023.
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Consumer price inflation in advanced
economies was recorded at 3.1 per cent
in 2021 and is expected to hike to 5.7 per
cent in 2022. For 2023, inflation in this
bloc is forecasted to rise by 2.5 per cent.
Meantime, whilst bottlenecks are expected
to ultimately ease as production in other
jurisdictions respond to higher prices and
new capacity becomes operational, supply
shortages in certain sectors of the global
economy are expected to last into 2022.
In emerging market economies, consumer
prices rose by 5.9 per cent in 2021 and are
projected to rise even higher by 8.7 per
cent in 2022. In 2023, consumer inflation
is expected to edge lower, rising by 6.5 per
cent.
In most EMDEs, rising food prices also played
a significant role in heating up inflation, as
problematic weather patterns hit harvests
and rising oil and gas prices drove up the cost
of fertilizer. Higher prices for international
food commodities affect countries in
different ways, depending on the food share
of household’s consumption baskets and the
types of foods consumed. Households in lowincome countries are particularly exposed to
changes in the price of staple cereals, with
diets often concentrated in just one type of
grain. Low-income countries where wheat,
corn, and sorghum are a large part of the
diet (especially in sub-Saharan Africa) have
seen inflation almost wholly driven by rising
food prices (IMF World Economic Outlook,
19 April 2022).
Looking ahead, the IMF highlights that
commodity prices are expected to persist
through 2022 before easing somewhat in
2023. Similarly, food inflation is expected
to be robust, at about 14 per cent in
2022, before declining modestly in 2023.
The Russia – Ukraine war has added to the

© 2022 Central Bank Of Eswatini
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uncertainty around these forecasts, and
commodity prices are likely to be volatile
over 2022–23.
In the US, economic activity posted further
impressive gains in the second half of 2021.
Meanwhile, inflation rose to its highest
level since the early 1980s, running well
above the Federal Open Market Committee
(FOMC)’s longer-run objective of 2 per cent
and broadening out to a wider range of
items.
In addition, the labour market further
tightened substantially amid high demand
for workers and constrained supply. In
view of the above, the FOMC continued
to keep the target range for the federal
funds rate at 0 to 1/4 per cent in 2021. The
accommodative stance was maintained to
support the continued economic recovery
in the US. From June 2020 until November
2021, the Federal Reserve also expanded
its holdings of Treasury securities by $80
billion per month and its holdings of agency
mortgage-backed securities by $40 billion
per month.
In December 2021, having considered
inflation
developments
and
further
improvements in the labour market, the
FOMC announced it would double the
pace of reductions in its monthly net asset
purchases. At its January 2022 meeting, the
FOMC decided to continue to reduce its net
asset purchases at this accelerated pace,
which would be ended in early March 2022.
As 2022 began, the rapid spread of the
Omicron variant appeared to be causing a
slowdown in some sectors of the economy.
The US Federal Reserve raised its policy
interest rate by a ¼ percentage point to
a range of between 0.25 – 0.5 per cent
at its March 2022 FOMC meeting, a first

7

© 2022 Central Bank Of Eswatini

|

CENTRAL BANK OF ESWATINI

hike since 2018. Fed Chair, Jerome Powell
mentioned that it would be appropriate to
move the stance of monetary policy toward
a neutral posture expeditiously and that a
move to tighter policy could be warranted,
depending on economic and financial
developments.
The Fed now sees rate hikes at each of the
six remaining meetings in 2022, with the Fed
funds rate reaching 1.9 per cent by the end
of the year. The Fed lists high energy prices
and inflation, supply chain disruptions and
the Ukraine invasion by Russia among its
concerns (US Federal Reserve, April 2022).
The European Central Bank (ECB) has
consistently maintained its refinancing
rate at 0 per cent for the whole of 2021.
In a strategy review in July 2021, the ECB
agreed a symmetric inflation target of 2
per cent over the medium term. The ECB
underlined its commitment to maintain
a persistently accommodative monetary
policy stance to meet its inflation target.
The Bank’s other measures to support its
mandate of price stability include purchases
under the asset purchase programme (APP),
its reinvestment polices, its longer-term
refinancing operations and the level of key
interest rates.
The ECB at its policy meeting in March 2022,
decided to leave the interest rate on the
main refinancing operations unchanged at 0
per cent. Furthermore, the interest rates on
the marginal lending facility and the deposit
facility was also left unchanged at 0.25 per
cent and -0.50 per cent respectively.
In addition, ECB highlighted that the APP
could end in the third quarter of 2022 if
the medium-term inflation outlook will not
weaken. Since the ECB’s meeting in March
2022, inflationary pressures have continued

ANNUAL MONETARY POLICY STATEMENT 2022

to mount. The war in Ukraine seems to be
far from over while further sanctions on
Russia, including a potential ban on energy,
are expected to continue to pressure
prices even higher and slow the economic
recovery (European Central Bank | Trading
Economics, April 2022).
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the MPC’s central projections in the August
2021 Monetary Policy Report, UK GDP was
projected to recover further over the
remainder of the year, with demand growth
boosted by a waning impact from Covid-19.
The expectation was that there would be a
period of excess demand in the near term.
This would then be followed by a period
where demand and supply were to return
broadly to balance as demand growth
slowed and constraints on supply eased.

The Bank of England (BOE) maintained its
benchmark interest rate at a record low of
0.1 per cent for the duration of 2021. In
Figure 2: Interest Rates in Advanced Economies
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According to the BOE Monetary Policy
Report for February 2022, the UK economy
continued its recovery and in November last
year, economic activity was back to where
it was before the Covid-19 pandemic.
Meantime, higher energy, and goods prices
are pushing inflation above the BOE’s 2
per cent target. At its meeting ended on
2 February 2022, the BOE MPC decided to
increase the Bank Rate by 0.25 percentage
points, to 0.5 per cent. The Committee
also decided to begin to reduce the stock
of UK government bond purchases, financed
by the issuance of central bank reserves,

by ceasing to reinvest maturing assets. In
addition, the BOE will begin to reduce the
stock of sterling non-financial investment
grade corporate bond purchases, financed
by the issuance of central bank reserves,
by ceasing to reinvest maturing assets. A
programme of corporate bond sales to be
completed no earlier than towards the
end of 2023 will also be put in place that
should unwind fully the stock of corporate
bond purchase. The BOE raised its key Bank
Rate by 25bps to 0.75 per cent during its
March 2022 meeting. This was the third
consecutive rise in borrowing costs, taking
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interest rates back to pre-Covid levels. The
BOE highlighted that, based on its current
assessment of the economic situation, some
further modest tightening in monetary
policy may be appropriate in the coming
months. However, the BOE highlighted
that there are risks on both sides of that
judgement depending on how mediumterm prospects for inflation evolve (Bank of
England, Trading Economics, 14 April 2022).

financial markets and sharply pushing up
production costs. The BoJ’s monetary policy
stance is set to remain ultra-accommodative
for an extended period, in order to achieve
the price stability target of 2 per cent.
Furthermore, the current stance is key in
supporting firms and households amid a
rapid spread of the Omicron variant that has
heightened uncertainties over the outlook
for economic activity and prices.

The Bank of Japan (BOJ) continued to
maintain its negative interest rate policy in
2021. The BOJ interest has been set at -0.1
for the past 6 years as the authorities work
on boosting economic activity. The BOJ left
its key short-term interest rate unchanged
at -0.1 per cent and that for 10-year bond
yields around 0 per cent during its March
2022 meeting, as widely expected. The BOJ,
while mentioning that Japan’s economy has
picked up despite some weakness due to the
pandemic and supply-side issues, warned
of fresh risks from the Ukraine crisis. The
BOJ highlighted that this was destabilizing

Figure 3: Monetary Policy Expectations in
Advanced and EMDEs

Source: IMF World Economic Outlook

2.3 Emerging Markets and Developing Economies
According to the April 2022 IMF World
Economic Outlook, latest projections show
that EMDEs are projected to grow by 3.8 per
cent in 2022 following a higher expansion of
6.8 per cent in 2021. Growth is expected
edge up to 4.4 per cent in 2023. Notably,
is that some emerging market economies,
including in the Middle East, South Africa,
and Central Asia, have been affected by
higher global food prices.
In Brazil, GDP growth increased by an
estimated 4.6 per cent in 2021, and is
expected to decrease significantly, by 0.8
per cent in 2022. The IMF, projects that the
economy will grow by a marginal 1.4 per
cent in 2023. In Russia, the economy grew
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by an estimated 4.7 per cent in 2021 and
is projected to contract by 8.5 per cent in
2022, before making some gains to contract
by a lesser 2.3 per cent in 2023.
In India, the economy expanded by an
estimated 8.9 per cent in 2021, and forecast
showing a steady growth momentum at 8.2
per cent in 2022. The economy is expected
to edge lower, growing by 6.9 per cent in
2023. Meanwhile, the Chinese economy
grew by an estimated 8.1 per cent in 2021
and is expected to shed significant gains in
2022, growing by a lesser 4.4 per cent. The
IMF projects that the economy will recover
somewhat in 2023, and expand by 5.1 per
cent.
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2.4 Commodity Markets
According to the OPEC Monthly Oil Market
Report for February 2022, global oil demand
in 2021 saw a strong recovery, increasing by
5.7 million barrels a day (mb/d), supported
by a solid economic rebound. Oil demand
growth was led by the non-Organisation for
Economic Cooperation and Development
(OECD) region, with China and India
contributing the bulk of additional oil
requirements. Oil demand in the OECD
region also rebounded by a strong 2.6 mb/d
year-on-year.
In the OECD, America saw the largest
growth among the sub-regions in 2021,
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with gasoline leading in terms of product
categories, and Liquefied petroleum gas
(LPG) even surpassing pre-pandemic levels.
In OECD Europe, oil demand growth was
led by diesel for manufacturing and road
transportation.
In the non-OECD, China and India saw
a strong economic recovery, supporting
demand for industrial/petrochemical and
LPG. Moreover, rebounding mobility in both
countries supported healthy demand for
gasoline and diesel, mainly in transportation
(OPEC Monthly Oil Market Report, February
– April 2022).
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According to the OPEC MOMR, released on
12 April 2022 crude oil spot prices extended
gains in March on the back of robust market
fundaments. Brent crude oil price increased
by 20.8 per cent to stand at monthly
average of $113.48 a barrel in March
2022. This happened on the back of higher
component-related crude benchmarks, and
an increase in official selling prices and

crude differentials, amid a strong physical
crude market.
The main challenges for 2022 remain the
containment of the COVID-19 pandemic and
any resulting restrictive measures, supply
chain disruptions, inflation, and labour
shortages that could dampen economic
growth.
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Meanwhile, according to a gold outlook
report for 2022 published by the World Gold
Council, gold bullion finished the year 2021
trading approximately 4 per cent lower,
closing at $1,806 an ounce. The gold price
rallied into the year end on the heels of the
rapidly spreading Omicron variant, likely
prompting flight-to-quality flows, but it
was not enough to offset the first half of
2021 weakness. Early in 2021, as newly
developed vaccines were rolled out, investor
optimism likely fuelled a reduction in
portfolio hedges. This negatively impacted
gold’s performance and resulted in gold ETF
outflows. The rest of the year was a tug of
war between competing forces. Uncertainty
surrounding new variants, combined with
increasing risks of persistently high inflation
and a rebound in gold consumer demand,
pushed gold forward. Conversely, rising
interest and a stronger US dollar continued
to create headwinds. The gold price edged
up to a monthly average of $1933.85 an
ounce in March 2022 from a monthly average
of $1909.85 an ounce in February 2022. The
Gold Outlook reports highlights that looking
ahead, gold may face similar dynamics in
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2022 to those faced in 2021 as competing
forces support and curtail its performance.
In the near term, the report mentions that
the gold price will likely react to real rates
in response to the speed at which global
central banks tighten monetary policy and
their effectiveness in controlling inflation.
It has been two years since the start of the
pandemic and the world seems ready to
move on; global stock markets have strongly
rebounded from their 2020 lows, albeit at
different rates.
The gold price’s behaviour will depend
on which factors tip the scale. Gold will
likely face two headwinds during 2022: one
being higher nominal interest rates and a
potentially stronger dollar. However, the
negative effect from these two drivers
may be offset by other supporting factors,
including high and persistent inflation;
market volatility linked to COVID-19 and
geopolitics; robust demand from other
sectors such as central banks (Gold.org/
goldhub/data/gold-prices| OPEC Monthly
Oil Market Report, 20 April 2022).
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3.0 SOUTH AFRICAN ECONOMIC DEVELOPMENTS
term growth outlook to be lacklustre. GDP
growth will average 4.9 per cent in 2021,
edging lower to 1.9 per cent and 1.4 per
cent in 2022 and 2023 respectively.

3.1 Economic Growth
During the period between 2020 to 2021,
the COVID-19 pandemic hit South Africa at a
time when its economic vulnerabilities had
already been aggravated by a prolonged
period of depressed investment, subdued
growth, and high and rising public debt.
In this context, the country suffered one
of the largest output contractions among
emerging market economies (EMEs) in
2020. According to Statistics South Africa,
considering the full year of 2021, South
Africa’s gross domestic product increased by
an estimated 4.9 per cent, the highest in 14
years recovering from a pandemic-induced
contraction of 6.4 per cent in 2020. The
Agency reported that latest annual growth
numbers were reflective of the country
moving out of the COVID-19 pandemic
environment in 2021. The recovery in 2021
was also supported by external factors, such
as favourable commodity prices and benign
financial conditions, albeit temporary in the
review period. More alarmingly, the rebound
has not decreased the unemployment rate
amid deteriorating confidence (exacerbated
by the July social unrest episode), anaemic
private-sector investment, and weak credit
extension. The IMF expects SA’s medium

The main risk to growth in the near-term
is the geopolitical backdrop, where the
war between Russia and Ukraine has the
potential to impact global growth, as well as
the inflation outlook, particularly given the
spike in energy and agricultural commodity
prices. A significant loss of jobs has been
recorded, taking the unemployment rate to
record high levels (Statistics South Africa,
20 April 2022).
On a quarter-on-quarter basis, SA’s economy
advanced by 1.2 per cent in the three months
to December 2021, following an upwardly
revised 1.7 per cent contraction in the
previous quarter. Notably, five out of ten
activities recorded growth in production.
These being agriculture, forestry, and
fishing; trade, accommodation, and
catering; manufacturing and personal
services. Meanwhile, main declines were
seen for mining on lower output from iron
ore, gold, and coal; utilities; construction
and finance.

Figure 5: South Africa Quarterly GDP Growth – March 2019 to December 2021
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3.2 Monetary Policy
The South African Reserve Bank’s Monetary
Policy Committee (SARB MPC) at its first
Monetary policy meeting of 2021, 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. However, by the end of
November 2021, at its last policy meeting of
the year the SARB MPC increased the interest
rate to 3.75 per cent. The accompanying
justification for the policy move was that,
it was appropriate and consistent with
both the planned gradual withdrawal of
monetary policy support and the SARB’s
commitment to price stability. In addition,
the SARB needed to remain vigilant about
rising inflation risks by maintaining its datadependent and forward-looking approach.
The SARB has been on hiking cycle since then,
raising the benchmark by 25 basis points in
January 2022 and a further 25 basis points
in March to leave the rate at 4.25 per cent.
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The SARB highlighted that the consecutive
rate hikes were necessitated by increased
inflation risks stemming from the Russia
– Ukraine war. Furthermore, the overall
risks to medium-term growth outlook have
been assessed to be balanced, while the
risks to the inflation outlook are assessed
to the upside. The SARB further highlighted
that according to its Quarterly Projection
Model (QPM) the implied policy path given
the inflation forecast, indicates a gradual
normalization through 2024 (South African
Reserve Bank Monetary Policy Statements,
2021 – April 2022).
Meantime, it’s worth noting that South
Africa during the first quarter of 2022
has been in a relatively strong position,
having profited from the rise in commodity
prices caused initially by Covid-19 supply
disruptions and because of the conflict in
Ukraine. However, higher inflation owing to
increasing energy and food prices is also a
major risk to the country’s economy.

Figure 6: 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 3.2 per cent in January 2021
from 3.1 per cent in December 2020. For
the first half of 2021, the annual inflation
rate has been trending closer to the lower
band of the SARB’s target range of 3 – 6
per cent. However, consumer prices picked
up at the start of the second half of 2021,
with the inflation rate recorded at 4.6 per
cent in July, slightly above the mid-point
of the SARB target range. Inflation was
mainly driven by stabilizing transport prices
as a result of slower increases in fuel and
public transport. By the end of December
2021 consumer price inflation rose to 5.9
per cent, almost hitting the upper band
of the SARB target range. According to
IMF forecasts, consumer prices in South
Africa averaged 4.5 per cent in 2021 and
will increase to an annual average of 5.7
per cent in 2022. The projected hike in the
inflation rate is primarily due to the higher
food and fuel prices.
Latest numbers from Stats SA show that,
annual consumer inflation in South Africa
rose by 5.9 per cent year-on-year in
March 2022 from 5.7 per cent in February
2022. Four main inflation categories have
continued to contribute the most to the
headline figure. The transport category
remained in the lead, adding 2.1 percentage
points, while housing and utilities added
1.2 pps. The food and non-alcoholic
beverages category accelerated at a softer
rate, but still contributed a notable 1.1
percentage points. The miscellaneous
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goods and services category contributed 0.5
pps. At this point, this marks the eleventh
consecutive month in annual inflation being
higher than the SARB’s mid-point of the
target range of between 3 per cent and 6
per cent. Meantime, according to South
African Bureau of Economic Research (BER),
inflation expectations in SA increased to
4.96 per cent in the first quarter of 2022
from 4.81 per cent in the fourth quarter of
2021 (Statistics South Africa| SA Bureau of
Economic Research, 2021 – April 2022).
South Africa’s unemployment rate has
been on an upward trajectory in 2021.
First quarter statistics showed that the
unemployment rate was recorded at 32.6
per cent and in the second quarter, the rate
stood at 34.4 per cent. In the third quarter,
the unemployment rate was reported at
34.9 per cent due to job losses mainly in the
manufacturing and construction sectors. The
SA unemployment rate climbed to 35.3 per
cent in fourth quarter of 2021, up from 34.9
per cent in the previous period. It was the
highest unemployment rate since 2008. The
number of unemployed persons increased
to 7.9 million with the construction and
manufacturing sectors continuing to be
affected the most. The COVID-19 pandemic
exacerbated South Africa’s labour market
woes in 2021.
Notably, before the pandemic, the economy
was already suffering from high levels of
joblessness as problems such as persistent
electricity cuts choked growth, contributing
to poverty and inequality (Statistics South
Africa, 2021 - 20 April 2022).
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DOMESTIC ECONOMIC DEVELOPMENTS

4.1 Kingdom of Eswatini COVID-19 Update
The COVID-19 pandemic in the Kingdom of
Eswatini is not different from the rest of the
world. It remains a major health issue. The
Prime Minister Mr. Cleopas S. Dlamini issued
a statement on 29 March 2022 updating
the nation on the status of country. In the
statement, the Prime Minister highlighted
that the county has seen a drastic reduction
in the number of new cases, hospitalization,
and deaths. This was especially observed
among those above 60 years, which could be
related to the higher vaccination coverage
of almost 70 per cent among the older age
groups.
Whilst the country is experiencing a period
of calm from the COVID-19 storm, the
emergence of new variants and sub-variants
remains a threat to the total control of
the pandemic. The PM’s statement details
that the country is currently under what is
termed “Adjusted Risk Level 1 Restrictions”,
a level determined by the current COVID-19
situation and the need to balance economic
and the social livelihood of the populace.
Considering these developments – the
decline in COVID-19 cases - the government
then took the decision to further ease some
of the prevailing COVID-19 restrictions.
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Meantime, as of 20 April 2022, there have
been 70,144 confirmed cases of COVID-19
with 68,684 recoveries and 1,395 deaths,
according to the Eswatini Ministry of
Health. Regarding the extent of COVID-19
vaccination status, fully vaccinated as of 20
April 2022 stands at 339,080 which accounts
for 29.2 per cent of the total population
(Eswatini Ministry of Health, 20 April 2022).
4.2 Monetary Policy Transmission
Throughout the year 2021, the Central
Bank of Eswatini (CBE) continued to pursue
an accommodative monetary policy stance
largely in line with subdued inflationary
pressures. Additionally, the stance supported
economic recovery efforts following the
negative impact of the COVID-19 pandemic.
Therefore, for the better part of 2021, the
discount rate was unchanged at 3.75 per cent
and the prime lending rate was at 7.25 per
cent up to December 2021. During the first
three months of 2022 however, indications
of inflationary pressures emerged, which
necessitated a monetary policy tightening
in January 2022. Accordingly, the discount
rate increased by 25 basis points to reach
4.00 per cent in January 2022 through to
March 2022. Consistently, the prime lending
rate rose by 25 basis points to 7.50 per cent.
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The outlook for monetary policy is likely
to remain restrictive and stable amid
upside risks to the inflation outlook due
to elevated global energy and food prices
largely sparked by the persistent Russian/
Ukraine war. Therefore, the Bank’s conduct
of monetary policy will be firmly aimed at
balancing the risks to price stability whilst
supporting economic recovery.

variants, supported a strong rebound in the
affected subsectors within the secondary
sector. Notably, the negative impact from
disruptions in economic activity posed by
socio-political unrests experienced in June/
July 2021 were short-lived as the launching
of a Reconstruction Fund to support affected
entities accelerated a recovery within the
same period under review.

4.3 Annual Real GDP Developments
According to the Macro-Economic Projections
as of January 2022, the country’s economic
output, as measured by Gross Domestic
Product (GDP), is estimated to have grown
by 5.9 per cent in 2021 rebounding from a 1.9
per cent contraction in 2020. The strongerthan-expected recovery was mainly driven
by activities in the secondary sector. In the
advent of COVID-19, weak external demand
as well as hard lockdown restrictions on
non-food processing (mainly manufacturing
of beverages) weighed more negatively
on export-oriented manufacturing. As a
result, the easing of lockdown restrictions
locally and internationally, in 2021,
despite emergence of new COVID-19

(a) Primary Sector Developments
The primary sector is estimated to have
grown by 5.0 per cent in 2021 recovering
from a decline of 5.1 per cent in the previous
year. The main contributors to the growth
were ‘forestry activities’ and ‘animal
production’. Forestry activities benefitted
from a rebound in external demand
particularly in South Africa as industries
that require wood products resumed full
scale production, benefitting from eased
lockdown restrictions. Good rains on the
other hand supported the livestock sector,
mainly cattle population growth as well as
total slaughters, which rose by 11.6 per
cent in 2021.
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There was, however, negative performance
at crop production level particularly
sugarcane. The negative impact of heavy
rains on sugarcane yields coupled with a
prolonged industrial strike action during
the peak of the harvesting period resulted
in sugarcane output receding from 5.76
million metric tonnes in 2020 to 5.23 million
metric tonnes in 2021. Production of fruits
and vegetables was also affected negatively
as heavy rains were accompanied with
storms and flooding in some areas. On a
positive note, maize output for the 2021
harvesting period rose by 15.6 per cent to
100,042 metric tonnes.

period under review from a decline of 10.1
per cent in the previous year. Subsectors
that contributed positively included
‘manufacture of beverages’, ‘manufacture
of textiles & wearing apparels’ and other
selected food processing where there were
investments during the year under review.
Further growth within the manufacturing
sector was however curtailed by poor
performance of the sugar industry in the
period under review. Sugar production
fell by 10.3 per cent to 613,895 metric
tonnes in 2021 compared to 684,562 metric
tonnes the previous year, in line with the
developments at the agricultural level.

Mining and quarrying activities are
estimated to have grown by 10.2 per cent
in 2021. Growth in mining activities was
muted as coal production only rose by a
meagre 0.6 per cent while there was no
production reported in other minerals
(i.e. gold). Quarrying activities rose by a
significant 22.8 per cent, benefitting from
the road construction projects in the period
under review.

Electricity
and
water
supply
also
contributed positively to the strong growth
within the secondary sector. Above normal
rainfall driven by a La Nina phenomenon
in the opening months and latter part of
2021, resulted in notable growth in hydropower generation as well as treated water
supply. Local power generation increased
by 9.8 per cent to 348.1 GWh in 2021 while
treated water usage rose by 3.6 per cent
to 13.24 million kilolitres. The construction
subsector recorded marginal growth of
approximately 3 per cent in 2021 mainly
benefitting from continuous work towards
completion of major public infrastructural
projects, particularly Manzini-Mbadlane
roads as well as construction works in the
International Convention Centre and Five
Start Hotel (ICC-FISH).

(b) Secondary Sector Developments
The secondary sector rebounded from
a decline of 9.8 per cent in 2020 and
recorded a growth of 12.6 per cent in
2021 and accounted for 4.2 percentage
points in the overall GDP growth for 2021.
The manufacturing sector is estimated
to have expanded by 13.4 per cent in the

17

© 2022 Central Bank Of Eswatini

ANNUAL MONETARY POLICY STATEMENT 2022

|

CENTRAL BANK OF ESWATINI

Figure 8: Annual GDP Trends
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(a) Tertiary Sector Developments
The tertiary sector is estimated to have
grown by 2.2 per cent in 2021 compared to
4.5 per cent in 2020. Developments in the
tertiary sector were mixed. Sectors that
performed positively included ‘information
& communication’, ‘financial services’ and
‘professional services’. The Information,
Communication and Technology (ICT) sector
continued to benefit from increased usage
of digital platforms in conducting business
in the wake of the COVIDD-19 pandemic.
Other services broadly benefitted from the
easing of COVID-19-induced restrictions,
which led to more businesses resuming
activities in the period under review.
The above, notwithstanding other forms
of restrictions such as curfew hours,
weighed negatively on selected subsectors
of the tertiary sector, notably wholesale
and retail (excluding motor vehicles) as
trading hours were significantly curtailed.
This was further worsened by the sociopolitical unrests, which were characterised
by vandalism of property and looting of
stocks in shops. Other subsectors that

recorded negative performance within
the tertiary sector included ‘health’
and ‘public administration’. The health
sector slowed from high base effects
of the previous year while the ‘general
government administration’ was muted in
line with the on-going fiscal consolidation
program implementation characterised by
a hiring freeze on the public sector payroll
numbers.
4.4 GDP Growth Outlook
Economic growth is expected to slow down
to 2.4 per cent in 2022 from the estimated
5.9 per cent in 2021. The secondary sector,
which was the main driver for growth
in 2021, is expected to decelerate to
1.8 per cent in 2022 from 12.6 per cent
in the previous year. The completion of
mega infrastructural projects mainly road
infrastructure in 2021, with limited scope
of newer projects of similar magnitude,
is expected to result in a scaling down in
construction activity. Emerging challenges
on global trade and supply value chain
disruptions partly due to recurring COVID-19
in China as well as Russia-Ukraine war are
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expected to weigh negatively on exportoriented manufacturing output.
Domestic demand is expected to remain
subdued as real disposable incomes are
projected to remain under pressure with
inflationary pressures imminent. Fiscal
challenges posed by the lower Southern African
Customs Union (SACU) receipts, coupled with
the need to continue fiscal consolidation plan
implementation, amid rising debt concerns,
would exert further downward pressure
on economic activity. The ‘construction’,
‘wholesale & retail’ and ‘general government
administration’ are amongst the subsectors
that would be directly affected negatively
from the fiscal consolidation program.
On a positive note, easing restrictions on
international travel is expected to gradually
revive the tourism industry, which collapsed in
the advent of COVID-19 in 2020. South Africa
and Eswatini removed the polymerase chain
reaction (PCR) test for all inbound travellers
who are fully vaccinated in March 2022.
The PCR cost was high and a big deterrent
for inbound tourism and thus its removal is
expected to spur growth for the tourism
sector.
The primary sector is expected to remain
resilient in the short-to-medium term
benefitting from anticipated positive
performance in the ‘agriculture & forestry’
and ‘mining & quarrying’ subsectors. The
agriculture subsector is expected to benefit
from the continuous implementation of the
Lower Usuthu Smallholder Irrigation Project
(LUSIP) Phase II where about 5,200 hectares
would be developed and put under irrigation
(4,000 hectares under sugarcane and 1,200
hectares on other crops). Other mega projects
for the medium-term include the Mkhondvo
– Ngwavuma Water Augmentation Program
(MNWAP).
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In the medium-term, real GDP growth is
expected to gradually pick up to 2.6 per
cent and 3.7 per cent in 2023 and 2024,
respectively.
4.5 Quarterly GDP Developments
On a quartely basis, GDP is estimated to
have increased by a slower 2.1 per cent,
on a year-on-year and seasonally adjusted
basis, in the fourth quarter of 2021 from
a revised growth of 3.9 per cent in the
third quarter of 2021. The slowdown in
economic activity was largely attributed
to poor performance in the tertiary sector
and moderate increases in the primary
and secondary sectors. On a quarter-onquarter basis, GDP declined by 0.3 per cent
(seasonally adjusted) in the fourth quarter
of 2021 from a revised growth of 0.1 per
cent in the previous quarter.
The primary sector grew by 4.2 per cent
year-on-year in the fourth quarter of 2021,
from a revised growth of 12.3 per cent in
the third quarter of 2021. Subsectors that
depicted resilient growth in the quarter
under review, amid at a slower pace than the
previous quarter, were ‘animal production’
and ‘forestry activities’. The ‘animal
production’ subsector recorded a 9.6 per
cent growth in the fourth quarter of 2021
compared to 21.3 per cent in the previous
quarter, mainly benefitting from a 13.2 per
cent increase in pig slaughters during the
last quarter of 2021. The ‘forestry’ subsector
on the other hand grew by 32.1 per cent
in the quarter under review, mainly driven
by continuous improvement in external
demand for forestry products as COVID19-induced lockdown restrictions were
ceased by most countries. On the contrary,
there was negative performance in ‘crop
production’ and ‘mining & quarrying’ due
to a fall in sugarcane and coal production,
respectively, in the period under review.
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The secondary sector also continued to
record positive performance, increasing
by 5.1 per cent on a year-on-year basis in
the quarter under review, compared to 6.3
per cent in the in the previous quarter. The
growth largely benefitted from increased
economic activity in the ‘manufacturing’
and ‘water supply’ subsectors. The rebound
in external demand (from a low base in the
previous year) supported strong growth in
the export-oriented manufacturing sector.
Evidently, the manufacturing subsector
grew by 6.5 per cent (year-on-year basis)
in the fourth quarter of 2021, from 6.4 per
cent in the third quarter of the same year.
Sub-sectors that drove industry growth
included ‘manufacture of beverages’,
‘manufacture of textiles’ and ‘manufacture
of food products excluding sugar’. Positive
performance was also observed in the
‘water collection & treatment’ subsector
whose output rose by 9.2 per cent on a yearon-year basis in the quarter under review,
compared to 5.8 per cent in the previous
quarter. The observed increase in water
sales during the quarter under review was
a result of good rains which ensured good
dam levels and consistent supply of water,
coupled with an acceleration in economic
activity in domestic industries.
Subsectors that recorded poor performance
within the secondary sector included
‘sugar processing’, ‘electricity supply’
and ‘construction’. Sugar manufacturing
declined by more than 30 per cent on a yearon-year basis largely due to a prolonged
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strike in some parts of the sugar belt in
the period under review. Electricity supply
and construction decreased by 35.5 and 2.5
per cent, respectively, on a year-on-year
comparison in the quarter under review.
Output for the tertiary sector contracted
by 1.6 per cent in the fourth quarter of
2021, from a marginal growth of 0.5 per
cent in the previous quarter. Subsectors
that contributed negatively to the services
sector included ‘wholesale & retail trade’,
‘public administration’ and ‘professional,
scientific
&
technical
activities’.
Disruptions from social unrests and weak
real disposable incomes in the aftermath of
COVID-19 continued to weigh negatively on
‘wholesale & retail trade’, which declined
by 6.4 per cent in the quarter under
review, following a contraction of 3.9 per
cent in the previous quarter. The output
of general government services receded
by 1.8 per cent year-on-year due to a
reduction in central government payroll
numbers, which is attributable to a higher
natural attrition rate in personnel against a
slower replacement rate. However, positive
performance was noted in ‘financial
services except insurance’ and ‘tourism
related activities’, where the latter
depicted a rebound from a low base of the
previous year due to COVID-19 induced
travel restrictions. Further growth in the
tourism sector was limited by the advent of
Omicron variant that led to the red-listing
of countries in the Southern region.
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Figure 9: Quarterly GDP Seasonally Adjusted, Year-on-Year Growth Rates;
2019Q1 to 2021Q4
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4.6 Price Developments
Annual headline inflation averaged 3.7 per
cent in 2021, slightly lower than 3.9 per
cent recorded in 2020.The moderation
in consumer prices was a result of slower
increases observed in the CPI for services.
The CPI for services recorded an average
of 1.0 per cent in the period under
review compared to 4.4 per cent in the
previous period. Services that recorded a
notable slowdown included: ‘education’,
‘public
transportation’ and
‘hotels’
accommodation’. The growth rate in prices
for education services declined to an average
of 0.5 per cent in 2021 compared to 8.5 per
cent in 2020, largely due to a significant
slowdown in increases in the tuition fees for
secondary and tertiary education. COVID-19
induced disruptions in the education sector
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limited the scope of tuition increases in the
period under review.
Transport services inflation averaged 0.1
per cent in 2021 compared to 8.3 per
cent in the previous year. This moderation
was largely due to base effects as public
transport fares, which were hiked by an
average of 9.2 per cent in the beginning
of 2020 were unchanged in the period
under review. On the other hand, prices for
‘accommodation services’ reduced in the
period under review due to weak demand
as COVID-19 restrictions weighed negatively
on the tourism sector. Moreover, housing
rentals also grew at a slower rate of 2.7 per
cent in the period under review compared
to 5.3 per cent in the previous year.
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Figure 10: CPI Goods Versus Services Trends; April 2019 to March 2022
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Source: Central Statistics Office (CSO)

The CPI for goods on the other hand
accelerated from an average of 3.8 per cent
in 2020 to 5.6 per cent in 2021. Increases
were observed in both ‘non-durable’ and
‘semi-durable’ products. Main increases on
non-durable goods were observed in food
and fuel prices. Food inflation averaged 4.8
per cent in 2021 compared to 4.3 per cent
the previous year. Food items that recorded
notable price increases included ‘bread’,
‘fish & seafood products’, ‘vegetables’, ‘oils
& fats’ and selected dairy products. Fuel
prices rose by an average of 17.4 per cent
in the period under review compared to a
decline of 0.7 per cent the previous year.
International oil prices in local currency
terms climbed by 51.9 per cent in 2021. As a
result, following a cumulative decline of 120
cents per litre in 2020, domestic fuel prices
were hiked by a cumulative 470 cents per
litre in the period under review.
In addition to food and fuel price increases,
there was an uptick in prices for semi-durable

products mainly ‘clothing & footwear’ and
‘recreation & culture equipment’. The price
index for ‘clothing & footwear’ rose by 5.7
per cent in 2021 compared to 1.1 per cent in
2020, while the index for ‘recreation & culture
equipment’ increased by approximately 3.5
percentage points over the same period.
Moreover, the index for ‘alcoholic beverages
& tobacco’ grew by an average of 6.1 per
cent in the period under review compared
to 3.4 per cent in the previous year, mainly
reflecting lagged impacts of production
disruptions in alcoholic beverages that were
induced by COVID-19 related restrictions for
most part of 2020.
Core inflation which is CPI excluding food,
auto-fuel and energy averaged 2.5 per cent
in the period under review from 4.1 per
cent in the previous period. This reflected
that underlying inflationary pressures from
the demand side were modest in 2021, in
line with the significant moderation in the
growth rates for CPI services.
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Figure 11: Headline versus Core Inflation; January 2020 to March 2022
6.0
6.0

Per cent
Per cent

5.0
5.0
4.0
4.0

3.0
3.0
2.0
2.0
1.0
1.0

Core inflation

Mar-22
Mar-22

Dec-21
Dec-21
Jan-22
Jan-22
Feb-22
Feb-22

Nov-21
Nov-21

Aug-21
Aug-21
Sep-21
Sep-21
Oct-21
Oct-21

Jul-21
Jul-21

May-21
May-21
Jun-21
Jun-21

Mar-21
Mar-21
Apr-21
Apr-21

Feb-21
Feb-21

Jan-21
Jan-21

Dec-20
Dec-20

Sep-20
Sep-20
Oct-20
Oct-20
Nov-20
Nov-20

Jul-20
Jul-20
Aug-20
Aug-20

May-20
May-20
Jun-20
Jun-20

Mar-20
Mar-20
Apr-20
Apr-20

Feb-20
Feb-20

Jan-20
Jan-20

0.0

Overall CPI

Core Inflation

Overall CPI

Source: Central Statistics Office (CSO)

For the three months to March 2022,
headline consumer inflation averaged
3.4 per cent. The growth rate for CPI for
services has remained muted at 0.1 per
cent while the CPI for goods averaged 5.8
per cent in the first quarter. Inflationary
pressures have mainly emanated from
sustained increases in fuel prices, which is
driven by an elevation in international oil

prices. Supply disruptions caused by the
Russia/Ukraine war pushed the average
international oil prices above US$100/barrel
mark in the first three months of 2022. The
surge in international oil prices coupled
with a volatile Lilangeni/Rand to the US
Dollar exchange rate, which averaged 15.26
in the same period, resulted in an increase
of 140 cents per litre in March 2022.

Source: Ministry of Natural Resource and Energy
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4.7 Private Sector Credit
Though continuing to exhibit positive
growth rates in line with the easing of
lockdown restrictions, year-on-year private
sector credit growth decelerated to 3.3
per cent in March 2022 from a high of 9.3
per cent in March 2021. The slowdown in
credit was attributed to fragile economic
activity partly exacerbated by the recent
civil unrest in 2021. The credit growth was
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largely discernible in lending to the business
sector and to a lesser extent, lending to
households. Notably, lending to businesses
turned around from -1.8 per cent in March
2021 to growth of 15.2 per cent in March
2022. The rise in credit to businesses was
mainly reflected in real estate, distribution
& tourism, transport & communication and
manufacturing industries.
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(b) Household Credit
Year-on-year growth in credit extended
to the household sector decelerated to
6.9 per cent in March 2022 from 11.4 per
cent in March 2021. Within the categories
of the household sector, the slowdown was
reflected in other personal (unsecured)
loans while housing and motor vehicle
loans improved. Other personal loans grew

by a lower 10.0 per cent in March 2022,
compared to 33.0 per cent in March 2021.
Credit for housing purposes increased by
5.7 per cent in March 2022 compared to a
lower 2.6 per cent registered the previous
year. Growth in credit extended for motor
vehicles recovered to 2.0 per cent in March
2022, from -3.3 per cent in March 2021.

© 2022 Central Bank Of Eswatini
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(c) Private Sector Credit Outlook
Private sector credit growth in the medium
term is expected to remain positive
underpinned by anticipated normalisation
in economic activity. However, the pace
of credit growth may be undermined by

economic uncertainties and cost pressures
due to the Russian/Ukraine war as well as
threats of new infection waves that may
emerge particularly due to lower COVID-19
vaccination rates locally and regionally.

4.8 Gross Official Reserves
Gross official reserves levelled-off from high
levels reinforced by relatively higher SACU
receipts and foreign exchange proceeds
from external loan funding during the
2020/21 fiscal year. Notably, the reserves
declined by 5.1 per cent from E9.3 billion
in April 2021 to E8.9 billion in April 2022.

Consequently, the import cover declined
from 4.0 months in April 2021 to reach 3.3
months in April 2022. At this level, the import
cover remained above the internationally
recommended level of 3 months but was
below the CBE and CMA targets of 4 months
as well as the SADC target of 6 months.
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In the short-to-medium term, the
reserves are likely to decelerate due to
an anticipated decline in SACU revenue in
the coming years as well as government
drawdowns in order to facilitate economic
recovery and financing of fiscal obligations.
Nonetheless, the reserves may also be
preserved by the government’s planned
expenditure restraint efforts. The Central
Bank will therefore continue to monitor
as well as ensure that the reserves are
maintained at a healthy position.
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propensity to hoard money for investment
purposes, contracted by 12.9 per cent over
the year, contrary to an expansion of 28.8
per cent recorded in the previous year. The
fall in quasi money supply was observed in
both term and savings deposits.
M1 which is an indicator of depositors’
propensity to hoard money for transactional
purposes dropped by 0.9 per cent over the
year as Emalangeni in circulation declined
by 10.8 per cent while transferable deposits
expanded by 0.4 per cent.

4.9 Broad Money Supply
Following the decelerating growth in
private sector credit and fall in net foreign
assets, broad money supply (M2) declined
by 8.6 per cent year-on-year in March 2022,
compared to an increase of 24.1 per cent
in March 2021. Notably, both components
of M2; narrow money supply (M1) and
quasi money supply declined. Quasi money
supply which is an indicator of depositors’

Broad money supply growth in the nearterm is likely to pick up, underpinned by
improved economic outlook sentiments
locally, regionally and globally. However,
M2 growth may be weakened by lower
economic activity arising from a likely
re-introduction of restrictions due to an
anticipated rise in new COVID-19 infection
waves.

Figure 16: Money Supply Annual Changes; March 2021 – March 2022
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4.10 Fiscal Sector
4.10.1 Budget Review
The 2022/23 budget indicate a E3.8 billion
deficit, an equivalent of 4.8 per cent of
GDP. This is an improvement from the
2021/22 fiscal year which was budgeted at

6.5 per cent of GDP. This was achieved as
a result of higher growth rate of revenues,
coupled with expenditure rationalization,
as Government continues to implement the
Fiscal Adjustment Plan.
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4.10.2 Government Resource Envelope
Total revenue and grants are estimated to
reach E19.4 billion in 2022/23, an increase of
7.1 per cent from the E18.1 billion preliminary
estimates for 2021/22. SACU remains the
largest revenue component despite the
decline to E5.832 billion in 2022/23 from
E6.388 billion the previous fiscal year. Major
revenue components expected to increase
in 2022/23 include PAYE, Company tax, VAT,
Fuel tax as well as grants. Eswatini is not so
much reliant on grants as they account only
3.5 per cent of total revenue.
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4.10.3 Total Expenditure
Total expenditure is budgeted at E23.2
billion in 2022/23 from a E22.7 billion
preliminary estimate for 2021/22 showing
a marginal increase of 2.2 per cent. Capital
expenditure is estimated at E5.4 billion
whilst appropriated recurrent expenditure
will account for E16.2 billion. Statutory
expenditure (excluding redemptions) is
estimated at E1.6 billion.
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Figure 18: Government Major Revenue Components 2021/23
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Figure 19: Major Items as per cent of Total Expenditure
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4.10.4 Turnaround Strategy
Government continues to pursue fiscal
consolidation in order to bring the fiscus
to a sustainable level. Hence, the adoption
of a Post COVID-19 Economic recovery plan
alongside a Fiscal Adjustment Plan (FAP)
incorporating revenue enhancing measures
alongside expenditure decreasing measures.
FAP was amended for a total adjustment of
4.8 per cent of GDP; of which 4.2 per cent
was on the expenditure side while revenue
targets were revised to a 0.6 per cent of GDP
across the three-year period as opposed to
the initial total adjustment of 6.5 per cent
of GDP.

Planned tax changes targeted for
implementation in the 2023/24 fiscal year
include:
a. Lifting of upper band PAYE by 3
percentage points from 33 to 36 per cent
affecting those earning above E300,000
a year;
b. Cushioning
low
income
earners:
individuals will now start paying tax from
E4,000/month instead of the previous
E3,500/month.
c. Corporate tax reduced from 27.5 to 25
per cent.

© 2022 Central Bank Of Eswatini
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4.10.5 Total Public Debt
Preliminary figures for the financial year
end March 2022 show that total public debt
is estimated at E27.8 billion, an equivalent
of 35.7 per cent of GDP. This indicates an
increase of 6.1 per cent from the E26.2
billion recorded in March 2021. The increase
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is primarily attributed to a rise in domestic
debt as Government continued with the
issuance of Securities. Also contributing to
the increase is a rise in public external debt
as disbursements continued for on-going
Government projects.
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Figure 20: Total Public Debt; March 2021 to March 2022
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4.11

Financial Markets

4.11.1 Foreign Exchange Market Operations
The Central Bank continues to actively
participate in the domestic market by
purchasing foreign currency acquired
through export proceeds from the local
banks in an endeavour to build foreign
exchange reserves and to provide a buffer
against the effects of external shocks.
Since inception of this exercise in May
2018, an equivalent of E12.367 billion has
been traded up to end of March 2022. The
total volume of trades conducted over the
financial year from April 2021 to March
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2022 amounted to E3.545 billion, with
unmatured forward positions at the end
of the period amounting to E6.324 million.
The volume of trades was up 33 per cent
relative to the previous financial year,
where total trades amounted to E2.665
billion in 2020/21. The US dollar is the
leading currency accounting for over 85
per cent of total trades, at E10.617 billion
of overall purchases since inception,
followed by the euro amounting to E1.42
billion (11.5 per cent).
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Table 1: Total Forex Purchases by Currency from 01 April 2021 to 31 March 2022
CURRENCY
Foreign Currency
SZL Equivalent

EUR
20,284,702.00
351,844,052.50

GBP
6,385,781.25
130,451,792.38

USD
205,994,507.30
3,052,395,261.88

TOTAL
3,544,868,598.75

The table above indicates the most actively traded currencies. Other traded currencies are AUD and CHF,
with a total local currency equivalent of SZL 10,117,492.00 traded in the financial year 2021/22
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4.11.2 Domestic Markets Operations
The Government of the kingdom of
Eswatini’s fiscal challenges continued
during the 2021/22 fiscal year. To assist
government overcome some of her recurrent
expenditure, the Bank provided an Advance
to government as enshrined in the CBS Order
1974, as amended. The Total Advances
granted to Government in different tranches
amounted to E1,889 million over the year.
These assisted the government to meet her
liquidity requirements on major recurrent
expenditures. The Bank continued to issue
Suppliers bonds under the Suppliers bond
Programme to raise capital for paying other
outstanding payments by the government
to local suppliers.

government issued short term and longterm securities in the local market through
the Central Bank of Eswatini (as Agent to
Government). Two issuance programmes
were utilized: the Treasury Bills Programme
(short-term) and Treasury Bonds Programme
(long-term). Four tenors were issued under
the Treasury Bills Programme: 91 Days, 182
Days, 273 Days and 364 days papers. The
Treasury Bonds Programme consisted of the
Plain Vanilla Bond Programme listed on the
Eswatini Stock Exchange. Under the Treasury
Bonds Programme, Four Benchmark tenors
were issued and reopened throughout the
fiscal year: 3-Year bond, 5-Year Bond, 7-Year
Bond and 10-Year bond.

In an initiative to develop the local market
and finance a portion of the budget deficit,
© 2022 Central Bank Of Eswatini

30

ANNUAL MONETARY POLICY STATEMENT 2022

|

CENTRAL BANK OF ESWATINI

Table 2: Domestic Debt Portfolio
Type of debt
Treasury Bonds
Promissory Notes
Treasury Bills
CBE Advance
Domestic Loans
Total
% of GDP

Mar-21
E Mil
8,674
116
3,947
1,500
1,561
15,798
22.25%

Mar-22
%
55%
1%
25%
9%
10%
100%

Source: Central Bank of Eswatini

Government’s Total domestic debt portfolio
increased by E942 million or 6 per cent from
E15,798 million in March 2021 to E16.740
million in March 2022. The increase was
mainly driven by positive net issuance in
Treasury Bonds that increased by E1,218
million or 14 per cent from E8,674 million in
March 2021 to E9,892 million in March 2022.
The Central Bank Advance to government
increased by E189 million or 13 per cent
from E1,500 million to E1,689 million.
There was a decrease in the outstanding
balances for Treasury Bills, Domestic
Loans and Promissory Notes. Treasury Bills

E Mil
9,892
77
3,687
1,689
1,395
16,740
21.47%

%
59%
0%
22%
10%
8%
100%

outstanding balance decreased by E260
million or 7 per cent from E3,947 million in
March 2021 to E3,687 million in March 2022.
The outstanding balance for domestic loans
decreased by E166 million or 11 per cent from
E1,561 million to E1,395 million. Promissory
Notes decreased by E39 million or 34 per
cent from E116 million to E77 million. At
the end of the period, the domestic debt
portfolio consisted of Treasury Bonds (59 per
cent), Treasury Bills (22 per cent), Advance
by CBE (10 per cent), Domestic Loans (8 per
cent) and Promissory Notes (slightly above
0 per cent).

Figure 22: Overall Treasury Bills Net Issuance 2021/22
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Treasury Bills net issuance amounted to
negative E260 million over the fiscal year.
The worst performing issuance quarter was
quarter number four that had a negative
net issuance of E420 million. Quarter two
had the highest positive net issuance E161
million. The 364 days paper had the worst
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overall performance recording a negative
net financing of E221 million followed by
182 days paper with E77 million. The 273
days paper had the best performance and
recorded E27 million net issuance whilst
the 91 days paper recorded a net issuance
of E11 million

Figure 23: Overall Treasury Bonds Net Issuance
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A total of E2,561 million was raised from
Treasury bonds issuances in the period
under review. Under the plain vanilla
bond programme, out of E1,400 million
in planned issuances, a total of E1,033
million was raised from public auctions
indicating an allotment rate of 74 per
cent. A further E480 million was raised
through private placements under the

plain vanilla bond programme giving a
total issuance of E1,513 million. Issuances
under the Suppliers Bond Programme
amounted to E1,047 million. Treasury
bonds recorded a net issuance of E1,218
million in the 2021/22 financial year. Plain
Vanilla bonds had a net issuance of E669
million whilst suppliers bond had a net
issuance of E549 million.
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Figure 24: Overall Net Issuance
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The overall net issued Treasury securities amounted to E957 million. All four quarters recorded
positive overall net issuances.
Figure 25: Bonds Maturity Profile
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82 per cent of the total outstanding bonds
will mature between 2022 and 2026, thus
introducing a medium-term refinancing risk
for Government that needs to be properly
managed. The year 2024, 2025 and 2026
have the most maturities at 24 per cent, 19
per cent and 22 per cent respectively.
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4.11.3 Other Developments on
Government Debt Issuance
The Bank is at an advance stage of
introducing the Government of the Kingdom
of Eswatini as a sovereign borrower in the
South Africa Markets. A five Billion Rand
Issuance Programme will be listed at the
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Johannesburg Stock Exchange (JSE) and the
target is to conduct the first issuance during
the 2022/23 financial year. Developments
are also at advance stage of introducing a
Retail Bond Programme aimed at improving
financial inclusion whilst at the same time
providing necessary funding for small
government projects.
4.11.4 Open Market Operations
The Bank engaged the services of IMF
to review the Bank’s monetary policy
operations and assist in developing capacity
for domestic market liquidity monitoring and
forecasting. The IMF provided a technical
report that the Bank is in the process of
reviewing for further implementation.
The Bank continues to offer an Overnight
Facility, CBE bills and a Term deposit facility
to mop up excess liquidity in the market.
Participation on both CBE Bills and Term
Deposit facilities have been quite minimal
as banks prefer to place most of their
excess liquidity on the call deposit facility
for liquidity management purposes. Efforts
are ongoing that are aimed at improving
the Bank’s monetary policy framework and
policy toolkit.
4.12 External Sector
The country’s external sector recorded a
current account surplus amounting to E1.750
billion in 2021, from a wider E4.375 billion
surplus in the year 2020. The surplus, in
2021, was achieved on account of an E8.074
billion secondary income account inflow
largely consisting of SACU receipts and a
positive trade balance. The resilience of the
Eswatini economy, in the past 2 years, has
sustained the account in positive territory,
notwithstanding the many lockdowns that
were witnessed due the Covid-19 pandemic
during the period. As a per cent of GDP, the
surplus in 2021, was equivalent to 2.4 per
cent from 6.7 per cent in 2020.
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Merchandise trade has since 2013 (three
years after the establishment of the
Eswatini Revenue Service, formally SRA),
recorded recurring trade surpluses. In
2021, the trade account posted a E1.891
billion surplus following a E3.912 billion
surplus in the previous year. The surplus,
in 2021, narrowed largely due to the total
value of imports growing at a faster pace
compared to the growth in exports. The
value of imports increased by a significant
17.1 per cent in 2021 after contracting by
1.9 per cent in the previous year due to a
slowdown in economic activity. Dwindling
fuel imports were partly the main reason
for the contraction, during the period, as
travel restrictions by government meant less
movements on the country’s roads. Exports,
which made a turnaround in 2021 growing
by 7.6 per cent, had also shrunk by 1.2 per
cent in 2020. The increase in the value of
exports in the review year was largely due to
a 7.4 per cent increase in the export of soft
drink concentrates which contributed close
to half of the value of the country’s total
exports. Additionally, wood and articles of
wood also made a significant contribution
to the increase in exports, surging by 35 per
cent in 2021 from the previous year. The
notable improvement in the trade account
is attributable to the relaxations in the
government Covid-19 restrictions, which
allowed for easy movement of goods across
the borders. The ongoing war between
Ukraine and Russia is likely to influence a
major increase in prices of goods, which
will be clearly visible in the value of imports
into the country.
Furthermore, Eswatini remains a major
importer of services, as data shows that
in 2021 the country recorded an estimated
E2.422 billion in net services outflows. The
country is mainly dependent on South Africa
for most of its services due to its proximity

© 2022 Central Bank Of Eswatini

34

ANNUAL MONETARY POLICY STATEMENT 2022

in the region as well as its membership to
CMA.
The external sector financial account
recorded a net lending position which
was depicted as an estimated net E1.809
billion increase in the country’s foreign
assets in 2021. Total financial assets in the
year increased by an estimated E7.066
billion, with Pension and Insurance funds
being major investors in foreign portfolios
through fund managers, while in 2020, total
external assets increased by E6,162 billion.
Net Foreign Direct Investment into Eswatini
amounted to E989.5 million, of which
E1.861 billion was recorded as an increase
in the country’s FDI liabilities. The increase
in liabilities is mainly attributable to most
companies reinvesting their profits into
their local businesses, a sign of confidence
in the Eswatini economy.
4.13 Exchange Rates Developments
In the year ended December 2021, the
external value of the Lilangeni/Rand was
significantly stronger against the major
trading currencies. The domestic unit
recovered from the dismal performance
in the previous year that was mainly
characterised by COVID-19 negative
effects. During the year, the domestic unit
strengthened by over 10 per cent to average
E14.78 per US Dollar, a level closer to preCOVID-19 trading levels, from an average of
E16.48 in 2020.
The significant appreciation in the domestic
unit was largely supported by improved
investor sentiments to emerging market
assets linked to the favourable higher
bond yields in South Africa. This anchored
favourably for the demand of the Rand,
which was further sustained by the strong
commodity prices noted during the year.
The surge in commodity prices, especially
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for metals, led to a rise in the value of
exports compared to that of imports,
stimulating a healthy external trade
account balance in South Africa. This was
despite Moody’s maintenance of South
Africa’s below investment credit rating and
negative economic outlook in their reviews
throughout the year. Furthermore, the Rand
benefitted from the positive developments
in the global roll-out of the COVID-19 vaccine
which supported expectations of improved
global and regional economic outlook.
While the overall performance of the Rand/
Lilangeni during the year proved stronger,
some bouts of Rand sell-off were visible
as the US Dollar unexpectedly appreciated
following the positive US economic outlook.
During the year, the weaker fiscal position
of South Africa, the small electricity grid
and the slow roll-out of COVID-19 vaccine
plan in South Africa, all posed as negative
risk to the Rand. Also, financial markets’
sentiments in South Africa were negatively
affected by concerns of weak economic
growth. This was mainly due to the civil
unrest and the enforcement of restrictions
in response to the third wave of COVID-19
coupled with the discovery of the Omicron
variant that led to instant travel embargos.
As a result, the Rand/Lilangeni ended
the month of December 2021 trading at a
weaker value of E15.90 to the US Dollar, at
E21.48 to the Pound Sterling and at E17.99
to the Euro compared to the period ended
December 2020.
While the Rand closed 2021 at a weaker
position, it proved stronger and recovered
in the first quarter of 2022 averaging
E15.26 and ending the quarter at 14.48
to the USD. This slight appreciation is
attributed to favourable trade balance and
subdued covid-19 developments during the
quarter. These developments prompted
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positive international investor confidence
in South Africa and ultimately boosted
the performance of the Rand hence, the
Lilangeni.
The elevated international commodity
prices are expected to support the domestic
and regional exports industry, presenting
upside potential for the Rand to appreciate.
However, the threat of new COVID-19
variants which presents more uncertainties
globally, pose as a negative risk to the Rand/
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Lilangeni performance. These uncertainties
are also likely to lower the risk-taking on
emerging market assets such as the Rand.
In the short-to-medium term, the Rand/
Lilangeni’s outlook remains associated with
the recovery of the global economy from
the pandemic, the pace of monetary policy
normalization in advanced economies,
on-going Ukraine-Russia tensions, South
Africa’s ability to address electricity supply
constraints and the implementation of the
set growth reforms.

Figure 26: Average Exchange Rates; March 2021 to March 2022
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4.14   Inflation Outlook and Monetary Policy Stance
(a)   Inflation Outlook
Inflation forecasts have been revised
upwards for the year 2022 and 2023 while
remaining unchanged for 2024. The uptick
in the short-term is in line with persistent
inflationary
pressures
which
largely
emanate from global geopolitical and
economic developments. These pressures
have generally seen Brent Crude Oil prices
surge higher than previously anticipated.

The recent increase in domestic fuel prices
which are a result of the increase in global
oil are expected to persist and exert upward
pressure on domestic inflation forecasts.
Furthermore, these global developments
have also seen higher fuel price adjustments
in SA. As a result, finished goods and
services sourced from SA are expected to
exert further inflationary pressures.
© 2022 Central Bank Of Eswatini
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Increases in domestic administered prices
such as utility tariffs, public transport
fares and bread prices are expected in the
second quarter of 2022 exerting inflationary
pressures. While the slight improvement in
the Rand pose as a downside pressure to
domestic inflation, the forecasts remain
biased to the upside. Consequently, the
annual average inflation forecast for 2022
is revised up to 4.20 per cent (from 4.03
per cent forecasted in January 2022).
Meanwhile, inflation rate for the first
quarter of 2022 is revised down to 3.50
per cent (from 3.60 per cent), the second
quarter of 2022 is up to 4.28 per cent (from
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4.02 per cent) and the third quarter of 2022
is up to 4.47 per cent (from 4.26 per cent).
In the medium term, 2023 is forecasted to
be higher than previously anticipated while
2024 remains unchanged. In this period,
the Rand is expected to remain stronger,
exerting downward pressure on inflation.
Increases in domestic administered prices
pose as an upside risk. However, Brent
crude oil prices are expected to stabilise
and increase at a slower pace, somewhat
reducing some of the inflationary pressures.
Therefore, inflation for 2023 is forecasted
at 4.05 per cent (from 3.88 per cent) and
2024 remains unchanged at 4.20 per cent.

Figure 27: Inflation Projections for 2022-2023 (Fan-Chart)

Source: Central Bank of Eswatini

(b) Monetary Policy stance
The CBE remains committed to fulfilling
its price and financial stability mandate.
Maintaining the 1-to-1 exchange rate peg
with the South African Rand remains the
intermediate objective. The Bank will
therefore continue with its endeavours
to maintain the appropriate levels of
international reserves to maintain the peg.
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In the short to medium-term, monetary
policy is envisaged to gradually tighten in
response to the heightened inflation outlook
amidst elevated oil prices and geopolitical
tensions which are likely to cause supply
chain disruptions. The Bank will monitor
domestic, regional and global economic
developments and respond appropriately in
order to maintain price stability and remain
supportive to economic growth.
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5.0 REGULATORY POLICIES FOSTERING FINANCIAL STABILITY
5.1 Bank Supervision
The Central Bank of Eswatini is entrusted
with the responsibility of regulating and
supervising the banking system under the
provisions of the Financial Institutions
Act, 2005. This responsibility is discharged
through the Bank Supervision Division
(BSD), which currently supervises five
commercial banks.
Effective surveillance of the banking
institutions ensures compliance with
applicable statutory minimum requirements
in capital, liquidity and reserves. Issues
of prudence in risk management and
corporate governance practices are also
significant in the supervision processes.
5.1.1 Ownership Structure of the
Banking Sector
The banking sector in Eswatini continues to
be highly concentrated with the 3 foreign
owned banks taking up 90 per cent and 85
per cent of the total assets and gross loans
and advances respectively. The two locally
owned banks share the remaining market
share of 10 per cent of total assets and 15
per cent market share of gross loans and
advances.
5.1.2 Regulatory Intervention in
Response to COVID-19
The Bank having finalized an impact
analysis of Inspection Circular No.1 of
2020 to determine how effective it was
as a policy intervention a decision was
made to revoke Inspection Circular No.1
of 2020 effective 31 March 2022. The
revocation was influenced by the feedback
from banks that COVID-19 impact on their
banking book credits has been minimal and
more importantly, a greater percentage
of COVID-19 affected obligors granted
relief measures have recovered and

their accounts regularized and currently
performing well.
It was noted that prolonging the life of
the Inspection Circular may undermine
credit discipline, create moral hazard
and adverse selection problems for the
sector and threaten the stability of the
banking system. Loan rescheduling and/or
restructuring is a common banking practice,
and banks were implored to accommodate
new and/or recurring applications for loan
term modification from their customers.
It should be noted however, that the
revocation of the Inspection Circular
did not affect the current minimum
liquidity and cash reserve requirements as
prescribed in Circular No. 1 of 2020. These
will be maintained until further notice and
banks are therefore implored to utilize
the “relaxed” requirements and improve
credit intermediation in the sector.
5.1.3 Banking Sector Performance
The banking sector remained resilient and
adequately capitalized during the period
under review. Banks were compliant with
all minimum regulatory requirements.
Tier 1 capital and the total Capital Adequacy
Ratio (CAR) stood at 15.7 per cent and 17.9
per cent in December 2021, well above the
minimum statutory requirements of 6 per
cent and 8 per cent, respectively.
Despite the prevalence of the COVID-19
pandemic during 2021, the banking system
remained robust with a 2.69 per cent
year-on-year growth in assets. Total assets
amounted to E25.7 billion in December
2021 compared to E25.1 billion in December
2020.
© 2022 Central Bank Of Eswatini
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Despite lending difficulties that were
faced by the banking sector in 2021 which
were due to COVID-19, loans and advances
grew by 3.0 per cent in 2021 from E12.9
billion in December 2020 to E13.3 billion
in December 2021. The difficult economic
situation had an impact on the performance
of loans as non-performing loans increased
from 5.4 per cent in 2020 to 6.8 per cent in
December 2021.
Deposits marginally increased from E20.6
billion in December 2020 to E20.7 billion
in the same period in 2021, reflecting an
increase of 0.9 per cent. Deposits which are
considered the cheapest funding source,
continued to entirely fund loans with the
loans-to-deposit ratio sitting at 64.0 per
cent as at December 2021.
Profitability indicators of the banking
industry showed a slight improvement in
2021. This could be attributed to asset
management practices by the banks which
ensured continued profitability of the
banking sector despite the prevalence
of the pandemic. Total industry after-tax
profit increased by 42.5 per cent from
E341.7 million in 2020 to E486.1 million
in December 2021. Cost to income ratio
slightly decreased from 64.4 per cent
recorded in December 2020 to 64.3 per
cent recorded in December 2021 which
means that banks were able to contain
costs during the period under review while
increasing profits.
Banks continue to be closely monitored
through the strengthening of the off-site
surveillance in which they are required
to submit weekly, monthly, and quarterly
performance returns which allows for early
detection of stress in the institutions and
the industry as a whole.
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The banks were in compliance with the
liquidity requirements level with the industry
recording 37.0 per cent in December 2021.
The
prescribed
minimum
liquidity
requirement is 20 per cent for the
commercial banks and 18 per cent for the
development banks.
5.1.4 Basel II Implementation
The Bank fully implemented Basel II in
2021. During the period under review all the
banks had submitted their Internal Capital
Adequacy Assessment Process (ICAAP)
documents which is a process that allows
banks to assess their capital adequacy
and requires them to have appropriate
risk management techniques in place.
This process is summarized in the ICAAP
document which should be completed by
banks on an annual basis. The submission of
ICAAP documents is a requirement of Pillar
II which concentrates on the Supervisory
Review Process.
The purpose of the ICAAP is to inform
the Board of the ongoing assessment of
the bank’s risks, how the bank intends to
mitigate those risks and how much current
and future capital is necessary having
considered other mitigating factors.
Under Pillar III which looks at market
discipline disclosures, all the banks did
submit their returns which disclosed their
market conducted. This information will be
submitted to the Bank on a quarterly basis.
5.1.5 Supervisory and Regulatory
Reforms
The Central Bank developed a Guideline
for Large Exposures. The main objective
of this guideline is to align the large
exposure calculations with best practice as
recommend by the Basel II guideline which
recognizes Tier I as eligible capital.
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The guideline also addresses issues of
concentration risk which may result in
a bank having an exposure to a group of
counterparties with specific relationships
or dependencies such that, were one
of the counterparties to fail, all
the
counterparties would very likely fail.
5.2 Policy and Enforcement
5.2.1 Regulatory Reforms
The Bank continues to strengthen its
regulatory frameworks as informed by
shifts in best practices and international
standards. In the previous financial year,
the Bank finalized and issued the following
guidance’s to the supervised institutions;
i. Fitness and Probity Guideline which sets
out the criteria that the CBE licensed
financial Institutions should follow in the
assessment of the fitness and probity of
persons who either manage the affairs or
exert material influence on the financial
institution.
ii. Large Exposure Guideline - a tool for
controlling and monitoring concentration
risk arising from large exposures. This
Guideline is in line with Section 24 of
the Financial Institutions Act, 2005
and the Core Principles for Effective
Banking Supervision that requires the
Central Bank to set prudent limits on
large exposures to a single borrower or a
closely related group of borrowers.
iii. The Risk Based Approach to AML/CFT/P
– a guide to supervised entities on the
principles, design, and implementation
of risk-based approach to Anti Money
Laundering/Countering Financing of
Terrorism/Prevention.
iv. Licensing Policy for Banking and Financial
Institutions - this Policy seeks to-
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• establish licensing criteria and conditions
to ensure that only sound and prudently
managed banks or financial institutions
are licensed to operate in Eswatini;
• provide for the standardization of
licensing applications and minimum
information requirements for the
licensing of a financial institution by the
Bank; and
• specify procedures that the Bank shall
use to assess and evaluate banking
business license applications.
The Policy introduces the following
categories of financial institutions;
CATEGORY A: Large Commercial and
International Banks
CATEGORY B: Medium Sized (Domestic)
Banks
CATEGORY C: Regional and Small Financial
Institutions or Banks
CATEGORY D: Restricted License
Institutions which comprise of: Wholesale
banks, investment banks, digital banks,
agents of a foreign bank, agents of a
locally incorporated bank
CATEGORY E: Islamic Banks
5.2.2 Agenda for 2022-2023
The Central Bank will continue to focus
on developing further regulatory reforms
to those flowing from the 2021/2022 that
remain a work in progress, and these
include:
1. Finalization of a Guideline on Loan
Portfolio Management which seek to
ensure that banks:
i) have a robust system for the prompt
identification,
monitoring,
and
accurate and complete measurement
of its credit risk. This includes
recognition and reporting of impaired
loans and advances and estimated
future losses on the credit portfolio;
and
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ii) maintain provisions and reserves
adequate to absorb existing and
estimated future credit losses in
its business given the facts and
circumstances applicable at the time.
This includes maintaining a prudent
level of a General Reserve for Credit
Losses.
2. Amendment of the banking license fees
so that they are in line with the new
categories as introduced through the
Banking License Policy for Banking and
Financial Institutions.
3. Guideline on Ultimate Beneficial
Owners which shall strengthen AML/CFT
standards in this area.
4. Addressing gaps/ weaknesses identified
by the recommendations of the mortgage
forensic investigation, be it in the form
of remediation to complainants and
ensuring that any regulatory weaknesses
identified are also addressed.
5.2.3 Market Conduct and Consumer
Protection (MCCP)
The Bank has taken significant strides
towards strengthening regulatory processes
on its market conduct and consumer
protection mandate in trying to promote
fair treatment of consumers for financial
services, protecting & enhancing the
integrity of the financial system, and
promoting effective competition in the
interest of consumers.
This work complements the amendment
of the Consumer Credit Act, 2016 which,
provides for the Bank to administer the
provisions of the Act in relation to financial
institutions under its purview. In that regard,
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the Bank is finalizing the development of
the following market conduct supervisory
tools:
1. MCCP On-site Inspection Manual-a
working tool that will be used as a
guide in conducting on-site inspection.
It is aimed at promoting consistent
application of conduct inspection
procedures and enhance the quality and
effectiveness of on-site inspection.
2. MCCP RBS Framework-this framework
seeks to ensure optimal and efficient
allocation of supervisory resources when
supervising regulated institutions by
allocating resources to areas of greatest
conduct risk.
The Bank is also finalizing the development
of its Consumer Empowerment and Market
Conduct Strategy which outlines the
strategic focus areas and action programs
of the Bank which include, among others,
the following objectives:
i. To enable consumers to make informed
and effective decisions through the
provision of information, enhancing their
skills, education and effective avenues
for redress;
ii. Educate financially excluded consumers
on the accessibility and use of financial
services; and
iii. Communicating CBE’s regulatory and
supervisory priorities on market conduct
to build confidence in the financial
system, ensuring fair competition in the
interest of consumers and also ensuring
that customers are treated fairly by
financial services providers under its
purview.
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5.2 National Payments Systems
The CBE continued to operate, regulate,
supervise, and oversee the national
payments system during the period under
review to ensure smooth and efficient
functioning of the payment systems. Secure,
reliable, and efficient payment systems
and services support financial inclusion,
foster economic development and financial
stability in the financial sector.
5.2.1 National Domestic Switch
The CBE endeavours to modernise the
payments landscape, lower transaction
costs and to foster interoperability between
the different payment systems and service
providers. The CBE together with the
industry also launched a National Domestic
Switch Project in 2020. The project kicked
off with a benchmarking exercise that
was followed by an in-country preliminary
business consulting phase.
The in-country industry consulting phase
consisted of five major activities i.e.,
Analysis on Current Status of Eswatini to
inform specific business needs in Eswatini,
Case Study on business Best Practices,
Service Design, System Design, and an
Implementation Plan. Based on the
benchmarking exercise, the CBE selected
Korea Financial Telecommunications &
Clearing Institute (KFTC) as a Business
Consultant to conduct the preliminary
study.
The Preliminary Study Report was adopted
by the CBE and the industry, and it
informed the development of the adopted
implementation approach and project plan.
A Request for Proposals was issued, and the
project is currently at a vendor contracting
stage. Once a vendor is on-boarded, the
project will move to the system design,
system implementation and finally the
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system operation stage. Alongside this
process, supporting regulatory framework
is undergoing review and update to provide
legal certainty in line with international
best practice.
5.2.2 Regulatory Reform
In line with the NPS Vision and Strategy
2021-2025, the CBE continued to coordinate
reforms in the payment systems regulatory
framework aimed at mitigating legal,
operational, financial, and systemic risks.
The CBE has made great strides in the
ongoing review of the National Clearing and
Settlement Systems Act, 2011. The internal
approval processes for the draft Bill have
been completed and the Ministry of Finance
vetted and submitted the Bill to Parliament
to meet requirements and due processes
for promulgation.
5.3 Financial Technology (Fintech)
Developments
5.3.1 EKYC (Electronic Know Your
Customer)
The COVID-19 Pandemic and its limitations
on people’s mobility due to social distancing
has increased the need for financial
institutions to adopt electronic means to
servicing their customers. This includes
using digital means to onboard customers
when establishing new customer relations.
During the period, financial institutions in
Eswatini have also used electronic means
such as allowing customers to send their
know-your-customer (KYC) documents via
email during the account opening process
or when updating their KYC documents.
Some financial institutions have introduced
new [digital] products that use remote
onboarding. This means that customers can
now open bank accounts from the comfort
of their homes.
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While
remote/digital
onboarding
is
convenient and saves on time and travel
costs for customers, it also carries serious
risks for the various market participants.
For that reason, the FinTech Unit has
written a recommendation paper, urging
that the Bank to introduce guidelines that
banks should follow when implementing
digital onboarding or electronic know-yourcustomer (EKYC) tools. The guidelines will
aim to encourage the use of technology
customer onboarding while protecting
against potential risks, thus ensuring a
secure and resilient financial system. If
accepted, we anticipate that the Bank will
issue the EKYC guidelines before the lapse
of the 2022/23 financial year.
5.3.2 Cryptocurrencies
Over the past months, cryptocurrencies
have received increased media attention
with reports on price movements, news
on millions lost to investment scams and
very high volatility, and the acquisition
of non-fungible (NFT) tokens for millions
of dollars. The Bank has accelerated its
efforts to investigate crypto assets and
their implication on the local financial
system. The Bank’s research efforts include
understanding the different types of crypto
assets, their use cases, local adoption,
potential benefits, potential risks and how
they interact with the traditional financial
system. Crypto assets promise several
benefits including enhancing financial
inclusion, peer-to-peer payments and
improving the efficiency and cost of crossborder payments. However, like any other
technology, they could introduce new risks to
the financial system including risks relating
to consumer protection, market integrity,
payment systems, financial stability and
money laundering and terrorist financing.
It will be important for the Bank to ensure
that the full range of risks associated with
crypto assets are identified and addressed
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in line with the bank’s mandate for financial
integrity and stability. These risks also
underscore the importance of ensuring that
innovation is accompanied by effective
public policy frameworks to ensure
consumer protection and preserve trust in
the financial system. The objective of the
Bank’s efforts is not to hinder innovation
but to support responsible innovation while
preserving consumer confidence and trust in
the Eswatini financial system.
5.3.3 Networks
Collaboration continues to be at the centre
of driving fintech innovation and creating an
enabling environment. To that end, the CBE
remains an active member of the Eswatini
Fintech Working Group (EFWG) and the
Global Financial Innovation Network (GFIN).
EFWG – The FinTech Unit has been
instrumental in successfully delivering the
key two programmes of the EFWG, the
IndabaX and Machine Learning Hackathon
and the User Experience Design Workshop.
The two programmes aimed to build capacity
and stimulating innovation in the financial
industry.
GFIN - The Bank is a member of the SupTech
(Supervisory Technology) work-stream in
line with its commitment international
cooperation and information sharing. The
SupTech work-stream is led by the U.S
Securities Exchange (SEC) and aims to
share information and learnings on SupTech
projects being employed in different
jurisdictions to inform regulatory work
programmes and plan future regulatory
collaborations. The SupTech special unit has
ongoing activities in three areas: academia
and SupTech, Guide to Developing SupTech,
and Open Source and SupTech. By actively
participating in this workstream, the Bank
can explore possible areas of collaboration
and gain knowledge on SupTech to inform
the Bank’s SupTech strategy.
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5.3.4 Sandbox Review
In the previous year, the CBE successfully
exited one fintech firm in the fintech
regulatory sandbox. It also received 2
applications from start-ups in the digital
payment space. This is a decline from the
2020/21 period. The decline in applications
and other learnings from operating the
sandbox has necessitated that the Bank
reviews the sandbox guidelines. Therefore,
the FinTech Unit has kick-started the
sandbox review process. The review aims
to identify challenges faced by the sandbox
applicants at all levels and suggest workable
solutions to encourage robust usage of the
framework.

also seeks to explore opportunities to test a
wholesale CBDC for cross-border alongside
members of the CMA and is awaiting the
confirmation for the CMA secretariat of
the Establishment of CMA CBDC cluster to
commence regional discussions.

The Unit is already exploring solutions
such as implementing setting up a crosssectoral sandbox or thematic sandboxes
and an innovation laboratory which
would be a concerted effort by multiple
regulators. This approach will require
strategic partnership with other regulators
and relevant stakeholders. The Unit is also
considering developing and publishing of
a digital rulebook. The rulebook will be
single information resource on the Bank’s
licensing and regulatory frameworks. It will
be complementary to the sandbox and act
as the starting point for sandbox and license
applicants.

The CBDC consultant will also assist the bank
in coordinating and identifying research/
technology partners and stakeholders to
design and test a localised CBDC architecture
and enhance internal capacity for the
Bank to strengthen our body of knowledge
in CBDC. The scope of work also includes
a legislative gap analysis for regulatory
changes needed should the Bank decide the
implement CBDC coupled with a regulatory
impact analysis to assist stakeholders
in understanding the cost vs benefit of
implementing a CBDC countrywide.

5.3.5 Central Bank Digital Currencies
(CBDC)
Pursuant to the Bank’s conclusion of the
first phase of the country’s CBDC Diagnostic
Study back in 2020, during this period the CBE
Fintech Unit completed the project charter
for CBDC Research and Development (R&D).
The charter established an R&D project
and a working group (WG) to progress the
Bank’s research and exploration into CBDCs.
Whilst the primary focus of the CBDC R&D
project will be a retail CBDC, the CBDC WG

In the same period, the Bank issued a
selected RFP to engage a CBDC Technical
Consultant to assist in the coordination and
exploration of a potential Eswatini CBDC
as well as facilitate the development of
a proof-of-concept for a potential Digital
Lilangeni and experiment with CBDC
solutions to gain practical understanding of
CBDC use cases in Eswatini.

Prior to the engagement of the CBDC
technical consultant and in an effort to
capacitate the CBDC WG with regards to CBDC
regulatory challenges and implementation,
the CBDC WG also completed training with
Central Banking this year on a programme
titled ‘CBDCs: Management, Issuance and
Regulatory Frameworks.’
5.3.6 Key Priorities Going Forward
Pursuant to the Bank’s conclusion of the
first phase of the country’s CBDC Diagnostic
Study back in 2020, during this period the CBE
Fintech Unit completed the project charter
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for CBDC Research and Development (R&D).
The charter established an R&D project
and a working group (WG) to progress the
Bank’s research and exploration into CBDCs.
Whilst the primary focus of the CBDC R&D
project will be a retail CBDC, the CBDC WG
also seeks to explore opportunities to test a
wholesale CBDC for cross-border alongside
members of the CMA and is awaiting the
confirmation for the CMA secretariat of
the Establishment of CMA CBDC cluster to
commence regional discussions.
In the same period, the Bank issued a
selected RFP to engage a CBDC Technical
Consultant to assist in the coordination and
exploration of a potential Eswatini CBDC
as well as facilitate the development of
a proof-of-concept for a potential Digital
Lilangeni and experiment with CBDC
solutions to gain practical understanding of
CBDC use cases in Eswatini.
The CBDC consultant will also assist the bank
in coordinating and identifying research/
technology partners and stakeholders to
design and test a localised CBDC architecture
and enhance internal capacity for the
Bank to strengthen our body of knowledge
in CBDC. The scope of work also includes
a legislative gap analysis for regulatory
changes needed should the Bank decide the
implement CBDC coupled with a regulatory
impact analysis to assist stakeholders
in understanding the cost vs benefit of
implementing a CBDC countrywide.
Prior to the engagement of the CBDC
technical consultant and in an effort to
capacitate the CBDC WG with regards to CBDC
regulatory challenges and implementation,
the CBDC WG also completed training with
Central Banking this year on a programme
titled ‘CBDCs: Management, Issuance and
Regulatory Frameworks.’
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5.4 Financial Surveillance
5.4.1 Migration to Financial Surveillance
His majesty, the King has commissioned
all organizations and government agencies
to put in place mechanisms that will
drive economic development and increase
investor confidence. The CBE understood
this brief and has developed strategies to
support this call.
On 24 March 2022, the Central Bank
launched the Financial Surveillance Division,
unveiling the transformed approach of
the Bank in administrating use of foreign
currency in the country. With this approach,
the Central Bank is aiming at increasing
the ease of transacting in foreign currency
for customers whilst not losing sight of the
monitoring of cross border foreign exchange
activity in order to increase foreign reserves
while boosting investor confidence in the
processes relating to injecting capital and
repatriating profits and dividends.
With the introduction of the financial
surveillance approach to administrating
foreign currency, we envision the financial
sector to be welcoming and being in
alignment with government initiatives.
There will be benefits to the investor and
the public as there will be a significant
reduction in the transactions that require
prior approval of the Central Bank before
they can be effected. Integrity of the
financial sector will still be assured as
financial institutions will still practice the
necessary due diligence measures, with the
Central Bank ensuring efficient oversight.
We envisage that the country will benefit
in mitigating illicit financial flows that
deplete the economy whilst investors will
find the country as a preferred destination
for investments due to the increased ease
of doing business.
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5.4.2 Anti-Money Laundering Unit
5.4.2.1 ESAAMLG Mutual Evaluation
The Central Bank of Eswatini (CBE)
participated in the country’s Mutual
Evaluation conducted by the Eastern African
Anti-Money Laundering Group (ESAAMLG).
This assessment aims to analyse the level
of compliance with the Financial Action
Task Force (FATF) 40 recommendations and
the level of effectiveness of Eswatini’s Anti
Money Laundering/ Combating Financing of
Terrorism (AML/CFT) systems.
A report on the findings has been shared
with the country. The mutual evaluation
report highlights that the highest money
laundering (ML) threats in Eswatini stem
from drug trafficking, corruption, tax
evasion, fraud and smuggling of goods. The
main channels to launder the proceeds of
crime appear to be the financial institutions
(FIs), in particular banks (due to their size
and exposure).
5.4.2.2 Risk Based Supervisory
Framework
The Central Bank continues to strengthen
its risk-based supervision by affording
supervisory interventions commensurate
to the financial institutions’ risk exposure.
Accordingly, institutional shortcomings are
addressed through a remediation exercise
under strict timelines; this activity is an
agreement between the regulator and the
financial institution and ensures the active
involvement of the financial institution’s
three lines of defence.
The
Bank’s continued Anti Money
Laundering/ Combating Financing of
Terrorism (AML/CFT) supervisory efforts
ensures that Money Laundering / Terrorist
Financing (ML/TF) risks in the sector are
identified, assessed and evaluated to ensure
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that timely and adequate control measures
are adopted to manage ML/TF exposure as
identified.
The ML/TF risk management process has
assisted the Bank in adopting proportionality
in financial policies and regulatory
frameworks, and this has resulted in the
adoption of principle based and a forwardlooking regulatory approach. This inclusive
approach enables the application of AML/
CFT standards that are commensurate to
each institution under the supervision of the
Central Bank in terms size, product range
and complexity, amongst other features.
This transformation has seen the
introduction of new and digital products and
technologies in the financial services sector
that ensures financial service is accessible
to all, efficiently and at less cost possible.
The financial sector is central to economic
development and growth; hence the
Bank ensures that the financial sector
implements a risk-based approach in the
implementation of anti-money laundering
and counter financing of terrorism measures.
Financial institutions are required to ensure
that customers are required to submit
know your customer documents that are
commensurate to their risk to reduce the
cost of compliance to the customer and
increase access to financial products.
5.4.2.3 AML/CFT Risk Based Approach
Guideline review
The CBE as a supervisory authority has
enhanced the Anti Money Laundering/
Combating Financing of Terrorism and
Proliferation (AML/CFT/ P) Guideline for
regulated entities within its regulatory
ambit to align money laundering and
financing of terrorism and proliferation
risk management practices to the FATF
requirements.
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The new guideline is known as AML/CFT/P
Risk Based Approach Guideline for Entities
Licensed by CBE No.1 of 2022.This Guideline
recognizes that the Risk Based Approach
(RBA) is built on, and reflects, the CBE’s
legal and regulatory approach, the nature,
diversity and maturity of the Eswatini
financial sector and the risks inherent in
the sector. This will assist our sector in
management ML/TF/P risks.
5.4.2.4 Trade Based Money Laundering
(TBML)
The Central Bank, has during sectorial
risk assessments identified TBML as one
of the areas that still requires the sector
to address. The FATF has also published
a report on TBML to sensitize regulated
entities on trade-based money laundering
risk indicators. The Bank has been working
on a detailed report that will assist the
industry understand the risks that emanate
from TBML. The summary of findings
includes the following; TBML is not yet well
understood in the country yet it is highly
used for moving illicit funds. As a forwardlooking approach, the CBE has undertaken to
increase its vigilance in trade finance within
financial institutions to ensure integrity of
the financial system is upheld. The public
and private sector should keep abreast on
TBML practises through awareness trainings,
information sharing of financial and trade
data amongst public and private entities.
5.5

Operations

5.5.1 Issuing and Redeeming of Currency
During the period ending 31st March 2022,
notes issued amounted to E6.5 billion
showing a slight increase from the E6 billion
issued in the same period in the previous
year. Coins issued over the period amounted
to E27.6 million, indicating a slight decrease
from the E27.8 million reported in the prior
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year. As at the end of March 2022 currency
in circulation was E1.240 billion equating
to an 8 per cent decline from the E1.351
billion reported last year.
5.5.2 Minting of New Coins
The Bank minted a series of new coins for
all denominations (i.e. 10c, 20c, 50c, E1,
E2 and E5) during the year under review.
The coins have already been issued into
circulation.
The following two features changed in the
minted coins:
• The country’s name change from
Swaziland to Eswatini.
• The date of issue of this series changed
from 2015 to 2021.
There are no other changes on the coins and
the alloys remain the same, maintaining the
same security features, sizes, and colour.
5.6.3 Eswatini Currency Museum
The Central Bank of Eswatini launched the
first of its kind Currency Museum in the third
quarter of the 2021/2022 financial year. The
Currency Museum was officially opened by
His Excellency, the Right Honorable Prime
Minister on behalf of His Majesty King Mswati
III on 10 November 2021. The museum aims
to preserve and showcase the historical
legacy of the Kingdom’s currency. Amongst
the exhibits is the country’s currency from
inception to date. The facility is open to
the public by appointment.
5.6.6  Coin Management Efficiencies
The Central Bank of Eswatini continued
with the implementation of the coin
management efficiencies project aimed at
improving coin recirculation. This project
has been rolled out in phases. The first phase
was the installation of a coin counting and
sorting machine with a packaging solution
and the second phase undertaken in the
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2021-22 financial year was the piloting of
a coin vending machine which the public
can utilize by depositing their coins in the
machine and obtaining a receipt that can
be redeemed at the relevant retail outlet
and used for purchases. The public is
encouraged not to hoard coins but to use
these for purchasing goods and services
so as to ensure the effective and efficient
circulation of coins.
5.6 Financial Sector Stability
Developments in the key risks to domestic
financial stability eased year-on-year.
Concerns in some areas however persist
and could weigh on financial stability in the
medium term. Emerging risks in the political
economy are expected to have implications
on financial system institutions in the longer
run. Impact on financial system stability is
not anticipated in the near term.
Risks from the global economy remain
elevated when compared to pre-pandemic
years due to slow economic recovery from
the effects of the COVID-19 pandemic.
Persistent low economic growth and
prolonged COVID-19 prevalence driven
by the emergence of more transmittable
variants set back the pace of economic
recovery and consequently the resolve of
policy support. This resulted in pockets of
vulnerability in the financial system and
anticipated to persist in the medium term.
Risks from the household sector, driven by
household debt remained elevated despite
unprecedented monetary and fiscal policy
support. Household debt sustainability
remains a concern in an environment of high
unemployment, low saving and relatively
rising costs of living. Disposable income
is expected to remain strained in the
medium term as policy support is gradually
withdrawn.
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Risks from the corporate sector were
largely COVID-19 impact led in the past
year. Corporate sector profitability declined
in the past year, observed in both large
corporates as well as micro, small and
medium enterprises (MSMEs). Corporate
indebtedness also declined marginally in
the past year, mainly observed in large
corporates. Despite declining debt levels,
they still raise debt service capacity
concerns due to strained profits, low
economic productivity as well as the
withdrawal of policy support.
The banking system remained sound and
stable in the past year. The banks complied
with minimum capital requirements and
banking sector earnings and profitability
showed some improvements in the past
year as lockdown restrictions eased.
Additionally, banks’ asset quality improved
and banks increased their investments in
safer/liquid assets during the year.
The Eswatini Payment and Settlement
System (SWIPPS) and Eswatini Clearing
House (ECH) operated efficiently in the past
year and experienced growth in volumes
and values. SWIPSS and ECH operated
satisfactorily and exhibited a high degree of
availability and reliability. Risks to financial
stability from the National Payment System
remain minimal but the Bank acknowledges
the risks associated with infrastructure that
support the payment system’s reliability and
efficiency. The Bank remains committed to
ensuring that the national payment system
remains resilient and efficient thus instilling
confidence in the financial system’s stability.
The non-bank financial institutions (NBFI)
sector remains resilient despite a very
testing economic environment driven by the
impact of COVID-19. In the insurance subsector, premium and investment income
grew in the last year as the sector entered
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a rebound phase driven by improved
performance in the financial markets and
eased lockdown measures. The pension
sector remains highly interconnected with
the rest of the economy with the various
nexus between the pension sub-sector and
the real, fiscal as well as the rest of the
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financial sector increasingly getting more
complex thus requiring close monitoring.
Risks from the NBFI sector remain driven by
lingering effects of COVID-19 on the various
nexuses between the NBFIs and the rest of
the economic sectors.
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6.0 CONCLUSION
The country’s economic output is estimated
to have grown by 5.9 per cent in 2021
rebounding from a 1.9 per cent contraction
in 2020 and it is expected to slow down
to 2.4 per cent in 2022. The economic
outlook is uncertain with domestic
demand expected to remain subdued as
real disposable incomes are projected to
remain under pressure with inflationary
pressures imminent. Fiscal challenges,
amid rising debt concerns, are expected
also to exert further downward pressure
on economic activity. On a positive note,
easing restrictions on international travel
is expected to gradually revive the tourism
industry, which collapsed in the advent of
COVID-19 in 2020.
Domestic inflation averaged 3.73 per cent
in 2021 from an average of 3.9 per cent in

2020 and further remained modest in the
first quarter of 2022 with an average of 3.43
per cent. Headline inflation is forecasted
to pick up to 4.20 per cent in 2022 and
moderate to 4.05 per cent in 2023. The
rising oil prices and geopolitical tensions
which have a potential to cause supply
chain disruptions pose upside risks to the
inflation outlook.
The Bank kept the discount rate steady
at 3.75 per cent in 2021 in line with low
inflationary pressures and only hiked it once
by 25 bps to 4.0 per cent in January 2022.
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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