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FOREWORD

“ The

“

CBE in its capacity to
preserve systemic stability issued
a circular to support banks and by
extension the overall economy,
that encouraged banks to give
special concessions to clients
adversely impacted by the
pandemic. This has helped the
banks remain adequately liquid
and satisfactorily capitalised
throughout the reporting period.

Majozi V. Sithole
Governor
Chairman – Financial Stability
Committee

T

he mission of the Central Bank of
Eswatini (CBE) is to foster a stable
financial sector conducive to
economic growth. In accordance
with the Constitution of the Kingdom of
Eswatini Act 2005, specifically sections
206 (2) (d) and (f), the CBE shall supervise
the operations of financial institutions in
the Kingdom, as well as promote monetary
stability and a sound and stable financial
structure in the Kingdom of Eswatini.
Continuous assessment of domestic and
foreign economic developments is an
important aspect of the CBE’s commitment
to ensure that emerging vulnerabilities are
identified as early as possible to mitigate
risks. The publication of the Financial
Stability Report (FSR) provides a platform
to communicate with stakeholders about
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pertinent issues and assessments pertaining
to identified vulnerabilities in the financial
system.
The outbreak of COVID-19 in 2020
presented a shock to the global health
system. Central Banks were faced with the
challenge of maintaining financial stability
while enabling an environment conducive
to economic growth. Central Banks played
a significant role in cushioning the impact of
the outbreak at a global scale by deploying
supportive policies swiftly to prevent an
evolution of the distress from the health
sector to the financial as well as other
sectors. Likewise, the CBE introduced
Inspection Circular No.1 of 2020, effective
April 2020, as a policy relief measure to
counter the threat of the Covid-19 crisis on
the banking system.
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In the year ended June 2021 under review,
the financial system remained stable
as the world absorbed the initial shock
and adapted to it. Economies gradually
re-opened as vaccines rolled out. Risks
to financial system stability eased, but
remain broadly elevated when compared
to previous years. Risks to financial system
stability in the past year largely emanated
from the external economy. Upward
pressure to interest rates threatened the
prevailing loose financial conditions as
Central Banks try to contain inflation within
their respective targets. This development
was largely seen in the latter half of the
review period when fuel prices started
to pick up reflecting a return to a certain
degree of normalcy.
Overall risks from the domestic front
eased in the year ended June 2021 largely
supported by the accommodative monetary
policy environment whose contribution
to risk alleviation outweighed that of a
challenged fiscal sector.
The CBE in its capacity to preserve
systemic stability issued a circular to
support banks and by extension the overall
economy, that encouraged banks to give
special concessions to clients adversely
impacted by the pandemic. This has helped
the banks remain adequately liquid and
satisfactorily capitalized throughout the
reporting period. Stress tests revealed a
strong and resilient banking sector amidst
the challenging economic environment.
The CBE remains sensitive to the risks
lying at the back of extended low interest
rate environment. Therefore, the bank

is continuously monitoring economic
developments to ensure that eminent risks
are swiftly corrected to preserve financial
stability.
Defining “Financial Stability”
The Central Bank of Eswatini defines
financial stability as a “condition in
which the financial system-comprising
of financial intermediaries, markets and
market infrastructures is capable of
withstanding internal and external shocks
such that participants have confidence
in the system.” Financial stability is not
a sufficient but a necessary precondition
for sustainable economic growth. There
is no general global consensus on the
definition of financial stability, but there
is general consensus that financial stability
is an important precondition for economic
growth, development and employment.
Financial stability is more difficult to define
than price stability, which simply relates to,
among other indicators, a stable inflation
environment and the internal and external
value of the currency. One way of defining
financial stability is in terms of the absence
of systemic risk. Systemic risk is the risk
that the default of one institution in the
system can lead to the default of one or
more otherwise sound institutions, thereby
threatening the markets and the economy
as a whole. Another informal definition of
financial stability may be in terms of what
is necessary to achieve it, for example, a
sound regulatory environment, effective
macro-prudential surveillance and public
confidence in the system.
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1
I.

EXECUTIVE SUMMARY

The developments in the key risks to
domestic financial stability have eased
year-on-year, with some improvements
and some areas of persistent concern
as well as emerging risks that could
weigh on financial stability in the
medium term. Risks emanating from
the household sector remained high,
whilst those from the corporate sector
and global economy deteriorated.
Risks from the payment and settlement
system remained broadly unchanged
throughout the period under review,
whilst risks emanating from the
domestic economy and banking sector
eased.

II. The Eswatini financial system continues
to demonstrate its resilience in the
face of an unprecedented shock,
but risks to the financial system
still prevail. Overall the Aggregate
Financial Stability Index (AFSI)
reflected a deterioration in June 2021
when compared to the previous

quarter. On an annual basis, the AFSI
strengthened from 0.15 recorded
in June 2020 to 0.58 in June 2021.
The annual improvement which was
predominantly driven by the Financial
Soundness
Index
(FSI)
reflects
developments in the banking sector.
The improvement was also supported
by the Financial Development Index
(FDI) which reflects financial system
development.
III. Medium-term estimates reveal that
there will be a decline in the AFSI.
However, the anticipated decline still
places the index above its historical
average. The vaccine rollout and
relaxation of government imposed
COVID-19 restrictions are likely to
partly offset the downward pressure
on the AFSI in the third and fourth
quarters of 2021. However, the
unanticipated occurrence of political
unrest continues to pose a threat to
the financial system.
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Figure 1: Cobweb

Source: Central Bank of Eswatini

1.1
External Economic Environment
Risks from the global economy remain
elevated when compared to pre-pandemic
years for the near to medium term, due
to the slow recovery of economies from
the effects of the COVID-19 pandemic.
Persistent low economic growth and
prolonged COVID-19 prevalence increased
with the emergence of more transmittable
variants which could slow down the pace
of recoveries by region and challenge the
resolve of fiscal and monetary authorities
to provide policy support. This could
ultimately undermine the resilience and
stability of the financial sector.
1.2
Domestic Economic
Environment
The developments in the key risks to
domestic financial stability have eased
year-on-year, with some improvements
and some areas of persistent concern as
well as emerging risks that could weigh
on financial stability in the medium term.
Risks emanating from the household sector

2
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remained high, whilst that of the corporate
sector and global economy deteriorated.
Risks from the payment and settlement
system remained broadly unchanged
throughout the period under review,
while risks emanating from the domestic
economy and banking sector eased. The
risks from the domestic economy improved
to moderate due to the easing of lockdown
restrictions, which caused the economy to
pick up momentum compared to June 2020.
1.3
Households
Risks from the household sector remained
elevated as the effects of the challenging
economic conditions are expected to be
prolonged, continuously feeding into the
vulnerabilities with regard to financial
stability. In 2020, the effects of the
COVID-19 pandemic, as highlighted in the
previous edition of the Eswatini Financial
Stability Report, lowered incentives
for household savings, subsequently
heightening
household
indebtedness,
which manifested well into the current
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review period. However, with increasingly
relaxed COVID-19 containment measures,
the effects of the accommodative
monetary conditions are becoming slightly
visible and are expected to be elevated in
the medium term.
Disposable income is expected to remain
strained with household credit to GDP
remaining in steady highs, reflecting the
great exposure of the banking sector and
non-bank financial institutions (NBFIs)
to credit risk. Non-performing loans in
this sector on average depict a declining
trend. The Bank has maintained an
accommodative policy stance as a response
to the adverse effects of the pandemic by
providing households with the opportunity
to curb the accumulation of debt. However,
the risk that households could also view
low interest rates as a means of acquiring
more debt, still prevails. Close monitoring
of credit extension against inflationary
pressure and household behaviour needs to
be exercised to minimize adverse effects
on the financial system.
1.4
Corporate Sector
The COVID-19 shock in 2020 resulted in
lower profitability for the non-financial
corporate sector largely due to the COVID-19
led economic slowdown. As a result, the
corporate sector’s profitability declined by
11.3 percent in 2020. The decline in profits
was observed in both large corporates
and micro, small and medium enterprises
(MSMEs) in the review period. Corporate
indebtedness declined marginally in 2020,
mainly observed in large corporates. Despite
declining debt levels, they remain elevated
and raise debt service capacity concerns
as profits decline, with economic growth
as well as prospects of monetary policy
normalization in the medium to longer term
remaining persistently weak.
1.5
Banking Sector
The banking system remained sound and
stable during the year to June 2021. The
banks complied with minimum capital

requirements, though marginally falling
from the previous year’s position. Banking
sector earnings and profitability showed
some improvements during the year as
lockdown restrictions eased up. Banks’
asset quality improved during the year
buoyed by the COVID-19 relief measures. In
addition, banks increased their investments
in safer/liquid assets during the year, which
ultimately minimized liquidity risk. Overall,
banking sector resilience improved during
the year under review.
As at end of June 2021, the banking
sector’s assets stood at E27.1 billion,
increasing by 23.8 percent year-on-year.
Loans and overdrafts increased by 12.3
percent, settling at E13.3 billion as at end
of June 2021. On the other hand, deposits
amounted to E21.7 billion as at end of
June 2021, experiencing a 28.7 percent
growth. Total shareholders’ funds grew by
2.9 percent during the year under review
to stand at E3.4 billion.
The short–to-medium term economic
growth outlook is expected to remain
challenging. As the pandemic continues,
banks could face a substantial increase in
Non-Performing Loans (NPLs) due to the rise
in household and corporate defaults. This
may further be exacerbated by the political
instability. Such a deterioration in banks’
asset quality and earnings performance
could limit banks’ capacities to absorb
higher loan losses over time, flowing
through to their ability to intermediate
credit and support the recovery.
1.6
Non-Bank Financial Institutions
(NBFIs)
1.6.1 Insurance Sector
The insurance sector remained resilient
during the review period despite the
adverse economic and financial impact of
the COVID-19 pandemic. Premium income
and investment income grew over the year,
reflecting a rebound in the performance of
invested assets in financial markets after
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recorded losses in 2020. On the other hand,
the number of claims paid out increased,
mainly for disability, funeral and credit life
insurance. Medium-term risks to financial
stability remain high for as long as the
course of the COVID-19 pandemic remains
uncertain and civil unrests persist.
1.6.2 Pension Sector
Concentration risks remain high in the
pension sector, with two public pension
institutions making up over 86 percent of
pension sector assets. The failure of either
of these institutions would, therefore, have
a significant adverse impact on the entire
economy. This is because the pension fund
sector is interconnected with the broader
financial system and the real economy
through high investments and issuance
of loans to corporates, as well as through
holding of debt and equity. The sector’s
funding ratio is declining while market
risk remains another inherent risk in the
pension sector owing to their exposure
to the SA stock market, being mainly the
JSE. Increasing exposure to the Eswatini
government and high interconnection of
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the pension sector in terms of financial
intermediation in the economy are another
inherent risk.
1.6.3 National Payment System
Throughout the year to March 2021,
there were no significant disruptions
to the operations of Eswatini Interbank
Payment and Settlement System (SWIPSS)
and Eswatini Clearing House (ECH), with
volumes and values having grown. SWIPSS
and ECH operated satisfactorily and
exhibited a high degree of availability.
1.7
Heat Map
This section presents a brief analysis of the
main risks to financial stability in the Kingdom
of Eswatini. The heat map is forward looking
and identifies the risks arising from the
external economic environment, domestic
economy, household debt, corporate sector
health, banking system, National Payment
System and NBFIs. The risks are rated from
low to high, based on their probability of
occurrence as well their potential impact
on the financial stability if they are realised.
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Table 1: Heat Map
Risk Source

Risk
Weight

Probability

Impact

Composite
Rating

EXTERNAL ENVIRONMENT
Trading partners’ growth decelerates
Interest rates increase
Terms of trade deteriorate
12-month standard deviation REER increases

0.3
0.2
0.2
0.3

High
Low
Moderate
Moderate

High
Moderate
Moderate
Moderate

High
Moderate
Moderate
Moderate
High

DOMESTIC ECONOMY
GDP growth (%) further stagnates
Fiscal Deficit (%GDP) widens
Discount Rate increases
CPI Inflation remains high
SACU Revenue (%GDP) declines

0.2
0.2
0.1
0.2
0.3

High
High
Low
Moderate
High

High
Extreme
High
Moderate
Extreme

High
Extreme
Moderate
Moderate
Extreme
High

0.5

High

High

High

0.5

High

Extreme

Extreme
Extreme

CORPORATE SECTOR HEALTH
Debt to equity ratio increases
Return on Equity ratio decreases
Interest cover decreases

0.35
0.3
0.35

High
High
High

High
High
Moderate

High
High
High
High

BANKING SECTOR
Capital adequacy decreases
Asset quality deteriorates
Earnings decline
Liquidity dries up

0.2
0.3
0.2
0.3

Moderate
High
High
Low

Moderate
High
Moderate
Low

Moderate
High
High
Low
Moderate

NATIONAL PAYMENT SYSTEM
SWIPPS availability ratio decreases
SWIFT availability decreases

0.5
0.5

Low
Low

Moderate
Moderate

Moderate
Moderate
Moderate

0.1
0.4

Moderate
Moderate

Moderate
High

Moderate
High

0.3
0.2

Moderate
Moderate

High
Moderate

High
Moderate
High

HOUSEHOLD DEBT
Household debt % disposable income
increases
Household debt service deteriorates

NBFIs
Savings and credit NPLs increase
Pension and Retirement Funds funding status
decreases
Capital Markets liquidity decreases
Insurance Loss ratio increases

Low Risk

More Risk
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EXTERNAL ENVIRONMENT

2.1 Global Economic Developments
According to the IMF in its World Economic
Outlook (WEO) Update, October 2021, the
global economy contracted by 3.1 percent
in 2020 and is expected to improve by 5.9
percent in 2021 due to improved business
activity brought about by vaccine-led
lockdown restrictions. Growth in the
advanced economies (AEs) contracted by
4.5 percent in 2020 and is expected to
improve to 5.2 percent in 20211.

Emerging market and developing economies contracted by 2.4 percent in 2020 and
are forecasted to improve by 6.3 percent
in 2021. Even though the vaccine is not a
direct economic stimulus, the optimistic
outlook on economic growth reflects the
expected return to normalcy due to vaccine
rollout. Policy support continues to prop
up economies for speedier and sustained
recovery, but presents interest rate risk in
an environment of low economic growth.

Figure 2: Economic growth by region

Source: IMF World Economic Outlook Database, October 2021.
AE – Advanced Economies. EMDE – Emerging Market and Developing Economies

Commodity prices improved over the year
ended June 2021 as observed in the upward
trajectory of the World Bank Commodity
Price Index. This index closed at 117.12 in
June 2021 from 85.51 recorded in June 2020
(see Figure 3), driven by improvements in
prices of commodities across the board.
Crude oil prices grew by an average of 82
percent over the year ended June 2021 to
close at an average of US$71.80/barrel.

1

6

See IMF World Economic Outlook Update, October 2021
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The improvement in crude oil prices was
supported by a sustained increase in
demand for oil as economies returned to
normal pre-pandemic operations. Metals
and mineral prices also grew over the
year, led by iron ore which grew by 107.6
percent. Precious metals including gold,
platinum and silver grew by a respective 5.9
percent, 36.9 percent and 52.4 percent.
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Figure 3: World Bank Commodity Price Index

Source: World Bank Database

2.2 Global Financial Conditions
Extraordinary policy measures have eased
financial conditions and supported the
economy to contain financial stability
risks. Financial conditions in AEs have
eased further, driven by expectations that
the accommodative monetary policy will
persist. Financial vulnerabilities however
remain elevated. Reprising of risks in
markets could interact with the existing
vulnerabilities leading to a tightening of
financial conditions at the back of weak
economic growth and additionally putting
medium-term economic growth at risk.
Financial conditions in EMDEs remain easy
but they are potentially threatened by the
risk of sudden changes in the monetary
policy stance in AEs which may adversely
affect capital flows and increase debt
sustainability concerns.
Corporate balance sheets have broadly
strengthened, supported by improved
profitability albeit varyingly across
sectors. Defaults and bankruptcies have
declined while solvency risks remain
elevated in sectors adversely impacted
by the pandemic. An extended period of
accommodative monetary policy, while

2

necessary to support economic recovery,
may lead to overstretched asset valuations
and fuel financial vulnerabilities2.
According to the IMF Global Financial
Stability Report (GFSR), October 2021,
some warning signs that point to a
weakening in underlying financial stability
foundations include increased financial
risk taking and rising fragilities in the nonbank financial institutions subsector. Life
insurance companies are facing assetliability duration mismatches in many
jurisdictions. Life insurers who hold a
significant share of riskier corporate bonds
in their portfolios would be adversely
affected by sudden increases in yields.
The GFSR highlights a major risk to global
financial stability as being the inflation
outlook.
Investor
concerns
around
persisting supply chain disruptions and
shortages in raw materials, coupled with
an increase in house prices particularly
in the US may drive inflation upwards. A
persistent increase in inflation could lead
to tighter financial conditions as Central
Banks would expectedly attempt to rein in
inflation to within their targets.

See IMF Global Financial Stability Report, October 2021.
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Figure 4: Global Financial Stability Conditions

Source: Global Financial Stability Report, October 2021

2.3 South African Economy
The South African economy advanced by
19.3 percent year-on-year in the second
quarter of 2021, after a downwardly
revised 2.6 percent decline in the previous
period largely owing to a low base
effect. Growth was uneven as the various
sectors resumed normal operations post
lockdown. The mining and manufacturing
sectors grew by 52.8 percent and 42.1
percent respectively. The trade, catering
and accommodation sector grew by
33.2 percent from June 2020 reflecting

8
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improved activity in the sector as lockdown
measures eased in 2021, supported by the
rolling out of the COVID-19 vaccines. The
outlook on the SA economy is optimistic,
with IMF forecasts estimating growth to
reach 5 percent in 2021 before softening to
2.2 percent in 2022 (WEO Update, October
2021). However, upside risks to inflation, a
hawkish outlook for monetary policy, high
and rising public debt, rising inequality,
waning business confidence, as well as
high unemployment levels will likely weigh
on growth in the medium term.
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Figure 5: South African GDP

Source: STATSSA

2.4 South Africa Financial
Conditions
2.4.1 South African Repo Rate and
Inflation Outlook
The South African Reserve Bank’s (SARB)
Monetary
Policy
Committee
(MPC)
maintained the repo rate at 3.5 percent
(Figure 6) in its meeting in September
2021. After cutting the repo rate by a
cumulative 300 basis points in 2020 to
support a speedier economic recovery
and financial sector stability, the SARB’s
forward guidance is hawkish despite the
fragile economic recovery. Interest rate
normalization prospects beginning in the
fourth quarter of 2021 come on the back of
rising inflation and uneven recovery across
sectors as policy uncertainty, electricity

shortages and civil discontentment
continue on an upward trajectory.
Monetary policy is expected to remain
broadly accommodative as the SARB
continues to support economic recovery
while remaining sensitive to the need to
balance risks to the outlook.
Over the year ended June 2021, inflation
closed at 4.9 percent, up from 2.2 percent
recorded in June 2020 (see Figure 6).
Inflation was driven by higher prices of
food and non-alcoholic beverages; housing
and utilities; transport; and miscellaneous
goods and services. Despite inflation
edging up, it remains within the SARB’s
target range. Upward inflationary pressure
poses upside risks to the relatively loose
financial conditions.

CENTRAL BANK OF ESWATINI
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Figure 6: South African Repo Rate and Inflation

Source: CBE, STATSSA

2.4.2 Exchange Rates
The South African (SA) Rand regained
strength against major currencies in June
2021 compared to June 2020 (see Figure
7). The Rand’s appreciation was attributed
to a strong build-up of market optimism
around the prospect of a viable and
effective rollout of the COVID-19 vaccine.
Risks against the Rand remain as interest

rates in the US are anticipated to increase
because the Fed aims to contain inflation,
and also because of reduced investor
confidence due to civil unrests. On the
flipside, the Rand is buoyed by favourable
commodity prices (gold and platinum)
which are expected to continue in an
upward trajectory after exceeding prepandemic levels.

Figure 7: Rand Exchange Rates

Source: South African Reserve Bank
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2.4.3 Johannesburg Stock Exchange All
Share Index
The Johannesburg Stock Exchange (JSE) All
Share Index (ALSI) is currently trading well
above the level at which it started in 2020.
The JSE ALSI continued on a positive trend
from 54,362 recorded in June 2020 to
66,993 in June 2021. The performance of

the index was driven by increased positive
commercial momentum particularly in the
first half of 2021, securing of new clients,
collaborations and new listings such as
the first social bond, sustainability linked
bond, SA Taxi Holdings social bonds and
ETFs (JSE Limited).

Figure 8: JSE All Share Index

Source: Johannesburg Stock Exchange

2.4.4 Risks from the external economic
environment
Risks from the global economy subsided in
2021 as governments continued to relax
lockdown restrictions. In the mediumterm outlook, it is anticipated that risks
will continue to recede and provide the
much-needed room for economic recovery
but remain elevated when compared
to pre-pandemic years for the near to
medium term. Persistent low economic
growth and continued COVID-19 flare-ups
with more transmittable variants, could
slow down the pace of recoveries by
region and challenge the resolve of fiscal
and monetary authorities to provide policy
support. This could ultimately undermine
the resilience and stability of the financial
sector.

From the preceding discussion, it can
be summarized that various points of
vulnerabilities emanating from the
global economy, particularly South Africa
exist. On a broad perspective, these
vulnerabilities are presented due to the
various economic nexus. Weaker than
anticipated global economic growth could
manifest through slower recovery in the
secondary sector (largely accommodation
and food service activities as well as arts,
entertainment and recreation industries),
and lower customs receipts leading to
dampened government expenditure in
first-round effects. Other threats to the
domestic financial system include policy
uncertainty and deteriorating economic
fundamentals in SA which are likely to
transmit to the Eswatini economy through

CENTRAL BANK OF ESWATINI
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the financial and real sector connections
between the two countries. The spate of
civil unrests, weak economic activity, high

3

SARB Financial Stability Review 1st Edition 2021.
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and rising public debt continue to erode
investor confidence while increasing the
SA financial system’s vulnerability3.
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3

DOMESTIC ECONOMIC
DEVELOPMENTS

3.1
GDP Developments
Economic activity, as measured by the
Quarterly Gross Domestic Product (QGDP),
rose by 17.5 percent on a year-on-year
basis (seasonally adjusted) in the second
quarter of 2021, from a revised growth of
5.9 percent in the first quarter of 2021.
Growth was driven by improved output in
the primary sector (24.7 percent) and the
secondary sector (45.4 percent) as shown
in Figure 9 Panel b. Growth in the primary
sector was largely due to an increase in
animal production, forestry and mining.
The secondary sector on the other hand
was driven by growth in manufacturing (50
percent) and construction (17 percent).
The tertiary sector increased by 6.2
percent in June 2021 year-on-year driven
by wholesale and retail trade, repair of
motor vehicles (12 percent), transportation
and storage (22 percent), accommodation

and food service activities (70 percent),
as well as information and communication
(7 percent).
Risks to economic growth are likely to
increase given the eruption of civil unrests,
which are likely to weigh on economic
growth in the near to medium term. These
events come at the back of anticipated
second-round effects of a depressed SA
economy observed in 2020 in Southern
African Customs Union (SACU) revenues
projected for the 2022/23 financial year.
Additionally, Eswatini committed to a threeyear Fiscal Adjustment Plan (FAP) between
2020/21 and 2023/24 which is expected to
impact on sectors linked to government
operations such as ‘public administration’,
‘construction’, ‘wholesale and retail’ and
‘financial services’ (MEPD, 2021)4.

Figure 9: GDP Quarterly Growth Rates and Sector Performance

Source: Ministry of Economic Planning and Development, Central Bank of Eswatini

For more detail see the Ministry of Economic Planning and Development’s Recent
Economic Developments and Medium-Term Outlook for the Eswatini Economy (2020-2024).
4
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3.2 Fiscal Sector Developments
The budget deficit worsened to 8.1 percent
of GDP in 2020/21 from an initial forecast
of 4.5 percent of GDP. The wider deficit was
driven by Government’s efforts to cushion
the impact of the pandemic on vulnerable
sectors resulting in a significant revenue
shortfall against the initial budget. To
prevent the economic crisis from deepening
and further deterioration of Government’s
fiscal account, Government has adopted
a Post-COVID-19 Economic Recovery Plan
as well as a Fiscal Adjustment Plan (FAP)
including both revenue enhancing as well
as expenditure decreasing measures.
The budget deficit is budgeted to be 6.5
percent of GDP in 2021/22, slightly lower

than the estimated outturn reflecting
government’s cognizance of expenditure
exceeding anticipated revenue in the
current fiscal year. All components of tax
revenue reflect a general upward trend
except for company tax which declined from
E1.7 billion in 2019 to E1.4 billion in 2020
(Figure 12). The contraction in corporate
tax revenue could be COVID-19 related as
companies declared losses due to reduction
in business activity. Although tax revenues
are on an upward trajectory, they are still
not sufficient to close the budget deficit,
since the Tax Administration continues to
fall short of its revenue targets. This could
lead to persisting government arrears and
depressed government expenditure.

Figure 10: Eswatini’s Budget and Total Tax Revenues

Source:CBE, Eswatini Revenue Authority
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Figure 11: Tax Revenue Components

Source: Eswatini Revenue Authority

Government’s sources of finance contracted
in the review year due to the deteriorating
economic fundamentals that have resulted
in tightened external financing conditions.
Consequently, Government’s financing

5

needs were largely met by raising public
debt. Gross financing needs remained
elevated however, growing at 16.3 percent
in June 2021 from 15.5 percent recorded
in June 20205.

See Central Bank of Eswatini Quarterly Report June 2021
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At the end of June 2021, total public debt
stood at E26.4 billion (37.7 percent of
GDP). Although public debt as a share of
GDP growth is visibly slowing (see Figure 12
Panel a), it still raises sustainability concerns
given persistently weak economic growth,
weakened investor confidence due to civil
unrests and lowered SACU receipts. At the
end of June 2021, domestic debt continued
to account for a larger proportion of total
public debt (61 percent) while the rest of
the debt is external debt (39 percent).

Sovereign debt thus remains a point of
vulnerability to the financial system due
to the financial sector-sovereign nexus.
The interaction of this nexus with the
deteriorating fiscal position, stronger
prospects of tighter global financial
conditions, weak economic productivity
and sustained civil unrests, raises the
possibility of sovereign distress in the
medium to longer term.

Figure 12: Public Debt Overview and Public Debt Breakdown

Source: Central Bank of Eswatini

3.3 Domestic Financial Conditions
Domestic financial conditions eased in the
past year led by the accommodative monetary policy which enabled financial system
stability. The looser financial conditions
were largely driven by improvements in
domestic and global economic activity as
COVID-19 restrictions lifted. Upside risks
remain, however, as emerging risks (civil/
social unrests) and existing vulnerabilities
(rising public debt, weak fiscal position)
could interact and weaken financial sector
resilience in the medium term.
Inflation in June 2021 closed at 3.9 percent,
0.1 percentage points higher than the 3.8
percent observed in June 2020. Inflation is
expected to edge upwards in the near to

6

medium term driven by external factors
linked to the effects of COVID-19, higher
oil prices and supply constraints induced
by socio-political unrests (CBE, July 2021)6.
Monetary policy remained accommodative
as the CBE maintained interest rates at 3.75
percent to continue supporting economic
recovery and enable financial system
stability. The discount rate closed at 3.8
percent in June 2021 from 4 percent observed
in June 2020 (see Figure 13). Monetary policy
easing and other operational measures
(eased bank capital requirements, bank
liquidity ratio requirements, differentiated
regulatory treatment of loans impaired due
to COVID-19) introduced by the CBE greatly
supported systemic stability in the past year.

For more information see Eswatini Inflation Forecasts 2021-2023, CBE (August 2021).
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Figure 13: Inflation, Discount Rate and Prime Lending Rate

Source: Central Bank of Eswatini

3.4 Risks from the Domestic
Economy
In the review period, risks to financial
stability were alleviated as economic
productivity picked up momentum in the
first two quarters of 2021. The vaccine
rollout provided confidence of further
improvement in economic productivity as
lockdown restrictions eased in the last half
of the year ended June 2021. The financial
system, however, remained vulnerable to
persisting fiscal deficit that could lead to
further scaling down of capital expenditure,
low productivity of sectors directly linked
to government, upward pressure on public
debt, and failure to eradicate government
arrears.

In the latter half of 2021, new risks emerged
as the economy tried to recover from the
impact of COVID-19. Socio-political risks
are anticipated to weaken the momentum
of an economic rebound in the near to
medium term as economic interruptions
intensify. Disruptions such as terminated
fuel supplies are expected to drive up
inflation thus putting upward pressure on
monetary policy, presenting interest rate
risks and pressure on already challenged
household incomes and corporate sector
profitability.

CENTRAL BANK OF ESWATINI

17

FINANCIAL STABILITY REPORT

4

HOUSEHOLD SECTOR

4.1 Household loans
Financial soundness in the household sector
has an impact on financial stability as well
as on the real economy. The rate of debt
increase, and the size and composition
of debt are variables that are monitored
closely to ensure early intervention is
implemented to mitigate risks arising from
the household sector. Credit exposure of
commercial banks to households continues
on its increasing trend. In June 2021, total
credit extended to households by banks
stood at E5.76 billion, from E5.68 billion
observed in the previous quarter.

45.1 percent. Unsecured (other) loans
accounted for 43.2 percent of total
bank lending to households, maintaining
their increasing significance on the
household portfolio. Despite mortgages
being the most expensive assets owned
by households, unsecured loans are fast
catching up to being an equally important
asset for banking institutions. This credit
type exposes households to potential
financial distress as credit is expensive
and short-term in nature. Motor vehicle
finance decreased to E677.03 in June 2021
from E709.33 million in March 2021 (Figure
14), a 4.6 percent increase.

Mortgage loans contributed the highest
portion to household loans, taking up
Figure 14: Household Loans - Commercial Banks

Source: Central Bank of Eswatini
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The participation of non-bank financial
institutions (NBFI) in the credit extension
market has been on the increase in recent
years. In the period under review, credit
by NBFIs accounted for 49.1 percent
(E5.55 billion) of total credit extended
to households by the financial sector, as
opposed to the 50.9 percent share of the
banking sector. This is a slight increase from
the previously recorded 48.3 percent. With
the economy remaining open with more
relaxed COVID-19 containment measures,
effects of the accommodative monetary
conditions are becoming slightly visible
and are anticipated to be elevated in the
near to medium term.

Credit institutions that lend to households
in the NBFI sector include credit financial
institutions (CFIs), savings and credit cooperatives (SACCOs) and building societies.
These respectively represent 16.7 percent,
19.8 percent and 12.6 percent of credit
extended to households in the quarter
ending June 2021 (Figure 15). SACCOs
continue to lead credit extension by the
NBFIs, extending 2.9 percent more credit
in the review period compared to the
previous quarter. The informal household
sector is a significant portion of the
economy which is highly supported by
SACCOS as they struggle to access financing
from the banking industry.

Figure 15: Loans by Industry

Source: Central Bank of Eswatini, Financial Services Regulatory Authority (FSRA)

4.2 Household Non-Performing
Loans
Non-Performing Loans (NPLs) in the
household portfolio increased by 7.3
percent in the quarter ending June 2021
(Figure 16). The building societies’ NPLs
increased by 6.2 percent quarter-onquarter whilst household NPLs from the
banking sector showed an 8.2 percent
increase from E267.03 million in the first
quarter of 2021 to E288.87 million in

the second quarter. Household NPLs are
anticipated to continue on an upward
trajectory despite the accommodative
monetary stance on the back of weak
economic activity which could manifest
in lowered household income. Moreover,
disposable income is expected to undergo
strain with upward inflationary pressures
in the economy, therefore impairing the
ability of households to meet their loan
obligations.
CENTRAL BANK OF ESWATINI
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Figure 16: Non-Performing Loans

Source:Central Bank of Eswatini

4.3 Household Indebtedness
Household income remained under pressure
throughout the review period, underpinned
by challenging economic conditions. Both
formal and informal employment were
affected by the initial effects of COVID-19
restrictions, however with the subsequent
easing of restrictions, formal employment
showed improvement. Government boosted
the health sector by hiring more health care
workers to curb the spread of the pandemic.
Employees in informal employment were laid
off with only a few resuming duties as the
restrictions eased. Consequently, disposable
income as a ratio of GDP remained steady.
In 2020, it increased to 40.3 percent from a
previous 37.3 percent (Table 2), mainly due
to contraction in productivity. Household
indebtedness, as a percentage of credit
over household income, was recorded at
89.7 percent in 2020 from an observed 70.6
percent in 2019 (Figure 4). The effects of
previously projected medium-term risk

20

CENTRAL BANK OF ESWATINI

factors (in the previous edition of the Eswatini
Financial Stability Report) manifested in the
year under review.
Risks from the household sector remain
elevated and are expected to continue
mounting in the medium term. The
contraction of household disposable income,
upward inflationary pressures and a low
incentive to save, underpin this assessment.
With uncertainty regarding the COVID-19
pandemic still prevailing, the risks associated
with the accommodative monetary policy
remain elevated as they present both an
opportunity and risk to households. An
opportunity is presented to reduce debts by
paying the gains from the low interest rates
towards the existing debts. The elevated risks
from households require close monitoring of
credit extended to this sector to minimize
the impact on the financial system as well
as protect households from feedback effects
from the financial sector.
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Figure 17: Household Indebtedness

Source: Central Bank of Eswatini, FSRA, SRA

*Household income figures were revised from 2019 leading to a decline in household debt levels previous
years.

Table 2: Household Ratios
2013 2014
Disposable income to GDP (%)
Household Credit/GDP (%)

2015 2016

2017 2018

2019 2020

9.0

17.6

12.7

11.8

18.4

17.8

37.3

40.8

10.1

14.6

13.6

15.7

20.9

22.9

26.4

35.7

CENTRAL BANK OF ESWATINI

21

FINANCIAL STABILITY REPORT

5

CORPORATE SECTOR

The COVID-19 pandemic presented
significant risks to the corporate sector
arising mainly from the imposed restrictions
and the generally reduced level of
economic activity. The subdued economic
environment weakened the performance
of both Large Corporates and MSMEs
sectors. Corporate indebtedness remains
high, at E21.8 billion in 2020. However,
this was a 0.9 percent year-on-year decline
from E22.0 billion the previous year. The
decline was driven by the reduced total
indebtedness for large corporates. Profits
for the corporate sector amounted to E7.7
billion in 2020, 11.3 percent lower than
recorded in 2019.

Performance of the corporate sector
is a key variable in measurement of
financial stability as most banks and other
financial institutions are heavily exposed
to corporates. Declining profits in the
corporate sector pose a serious financial
stability threat as the likelihood of defaults
increases, adversely affecting the quality
of assets of financial intermediaries. Total
assets for the corporate sector increased by
5.1 percent at the end of 2020, supported
by a growth in assets for the MSME sector,
while assets for the large corporates
declined (Figure 18).

Figure 18: Corporate Sector Assets, Profit and Debt

Source: Eswatini Revenue Authority
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5.1
Micro, Small and Medium
Enterprises Sector Health
5.1.1 Asset Growth
The assets of micro, small and medium
enterprises (MSME) grew by 17.0 percent
to E29.1 billion at the end of 2020,
from E25.0 billion in 2019 (Figure 19).

Corporates operating in the “professional,
scientific, technical, administrative and
support service activities” (57.9 percent)
and “agriculture, forestry and fishing”
(33.8 percent) industries were the main
drivers of growth in assets for the MSME
sector.

Figure 19: MSME Assets by Industry/Subsector

Source: Eswatini Revenue Authority

5.1.2 Profitability
The MSME sector profitability continued
on its downward trajectory during 2020
following a weak performance in the
previous year, reflecting the strained
economic conditions over the period. In
2020, MSME profit declined by 2.5 percent
to close at E738.6 million from E757.5
million observed in 2019. The Return-On-

Asset (ROA) and Return-On-Equity (ROE)
ratios which measure profitability, declined
to a respective 2.5 percent and 7.3 percent
in 2020 from 3.0 percent and 9.5 percent
the previous year (Table 1). Corporates
most affected were those operating in the
information and construction sectors as
observed in Figure 20.
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Figure 20: MSME Profit

Source: Eswatini Revenue Authority

5.1.3 Corporate Debt
MSME corporate debt levels grew from
E12.1 billion in 2019 to E13.0 billion in 2020.
This was largely driven by growth in debt
levels by corporates in the construction and
information sectors (Figure 21). Along with

elevated debt levels, debt service capacity
for MSMEs declined as observed in declines
in the sector’s interest coverage ratio7. The
sector’s interest coverage ratio fell by 0.6 to
close at 2.6 in 2020, indicating an increase in
the risk to service their debt.

Interest coverage ratio measures a company’s ability to service its debt obligations.
The lower the coverage ratio, the higher the risk of failure to service debt.
7
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Figure 21: MSME Debt Levels

Source: Eswatini Revenue Authority

5.2
Large Corporates Sector Health
5.2.1 Asset Growth
In 2020, large corporates’ assets amounted
to E47.3 billion, reflecting a marginal decline
of 1.1 percent from E47.8 billion observed
in the previous year. Growth in the assets

of large corporates was led by corporates
in the sectors “Manufacturing, mining and
quarrying and other industrial activities”
and “Professional, scientific, technical,
administrative and support service activities”
(Figure 22).
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Figure 22: Large Corporates - Assets

Source: Eswatini Revenue Authority

5.2.2 Profitability
Performance as measured by profits for
large corporates weakened during the
review period. Profit declined by 12.2
percent in 2020 to E 6.9 billion from E7.9
billion in 2019. Large corporates operating
in the “construction” and “professional,
scientific, technical, administrative and

support service” tax sectors were the
largest contributors to the sector’s overall
fall in profitability (Figure 23). The ReturnOn-Asset (ROA) and Return-On-Equity (ROE)
ratios measuring profitability declined to
respectively 10 percent and 24 percent in
2020 from 11.9 percent and 26.7 percent the
previous year.

*Interest coverage ratio measures a company’s ability to service its debt obligations.
The lower the coverage ratio, the higher the risk of failure to service debt.
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Figure 23: Large Corporates’ Profit

Source: CBE & Eswatini Revenue Authority

5.2.3 Debt Levels
Corporate debt declined by 11.1 percent
year-on-year to close at E8.8 billion in 2020.
The improvement in corporate debt was
driven by declines in debt for corporates
operating in the “construction” and
“wholesale and retail trade, transportation
and storage, accommodation and food

service” sectors (Figure 24). Despite
lower levels of indebtedness, debt service
capacity continued to deteriorate. The
interest coverage ratio continued to decline
further to 1.1 in 2020 from 1.2 in 2019. The
downward trend of the interest coverage
ratio increases the risk of large corporates
failing to service their debts.
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Figure 24: Large Corporates - Debt Levels

Source: CBE & Eswatini Revenue Authority

Table 3: Corporate Sector Indicators
2015

Debt-to-GDP (%)
Debt-to-Equity (%)
Interest Cover
ROE (%)
ROA (%)
Debt-to-GDP (%)
Debt-to-Equity (%)
Interest Cover
ROE (%)
ROA (%)
Debt-to-GDP (%)
Debt-to-Equity (%)
Interest Cover
ROE (%)
ROA (%)

2016
2017
2018
MSME
13.1
12.5
10.5
11.8
129.5
118.2
109.1
120.4
4.3
5.3
3.6
4.4
11.0
13.5
11.4
14.0
3.8
4.9
4.4
4.9
Large Sectors
15.6
14.7
13.3
11.3
46.4
56.9
34.3
44.1
1.3
1.1
1.4
1.8
41.4
36.1
17.0
18.0
19.8
16.4
8.3
8.0
Total (MSME & Large Corporates)
28.7
27.3
23.8
23.1
71.3
73.7
63.9
79.4
13.1
9.4
5.9
5.5
33.7
29.6
15.6
16.6
14.8
12.6
7.1
6.8

Source: CBE & Eswatini Revenue Authority
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2019

2020

18.8
152.0
3.2
9.5
3.0

20.6
129.6
2.6
7.3
2.5

15.2
40.5
1.2
32.4
16.5

13.9
40.2
1.1
31.8
14.6

34.0
68.0
7.6
26.7
11.9

34.5
68.4
7.4
24.0
10.0
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5.3 Risks from the Corporate Sector
5.3.1 Economic Growth
Risks to the corporate sector remain a
source of vulnerability to financial stability.
Corporate sector profitability continued
to weaken despite the gradual opening
up of the economy, improved economic
activity in 2020 and the low interest rate
environment. Downside risks from the
pandemic remain, largely due to pandemic
fatigue that leads to non-compliance
with
non-pharmaceutical
prevention
measures such as washing hands, mask
wearing and social distancing. The Prime
Minister’s statement which was delivered
on the October 16, 2021 indicated that the
country was only approaching 20 percent
of the entire population being vaccinated.
The sluggish rate of the vaccination rollout
exposes the country to the risk of increased
fourth wave hospitalisation and mortality
rates, which would further delay economic
recovery.
5.3.2 Corporate Indebtedness
In terms of corporate indebtedness, the
probability of increased levels of loan

defaults is another source of financial
stability risk. The prevailing depressed
environment that corporates have been
operating in since the start of the pandemic
has stifled profit growth. This has a direct
impact on the ability of corporates to meet
their financial obligations, which could
result in the possible accumulation of loans
that are in arrears.
5.3.3 Political Risk
On 29 June 2021, civil unrest broke out in the
country, which was highly destructive to the
economy. The initial impact on businesses
was the damage to property that resulted
from the violent protests. Additionally,
the severe threat to security meant that
all businesses had to halt operations. The
indirect impact, anticipated to manifest at
a later stage, is lower taxes to be collected
from businesses that will record losses.
Furthermore, unemployment resulting from
businesses that were completely destroyed
will reduce PAYE taxes. Due to negative
perceptions regarding security in the
country, large corporations could also be in
danger of losing or failing to attract more
foreign direct investment.

Table 4: Summary of Risks from the Corporate Sector
RISK SOURCE

LIKELIHOOD

Further
deterioration
in Corporate
Sector
Profitability

High

IMPACT
Challenges servicing
debt obligations.
Scaling down of
operations or closure
of business due to
insolvency.
Staff layoffs leading to
rising unemployment.

RECOMMENDATIONS
Government must address
vulnerabilities that could weaken
investor confidence and lead to
corporate insolvency.
The government could provide
more support to the sector.

Increased
levels of
corporate
indebtedness

Moderate

Probability of loan
default increases in a
low profit environment.
Lower debt service
capacity could lead to
loan defaults.

Countercyclical capital buffers to
strengthen the resilience of banks
in case they suffer losses from loan
defaults.

Increased
political
instability and
riots

Moderate

Losses and damage to
business property.
Closure of business due
to riots.
Staff layoffs and
subsequent rising
unemployment.

Prioritize the promulgation of the
Financial Stability Bill to empower
the CBE’s crisis management and
contingency planning framework.
This will position the Bank to limit
contagion in the financial system.
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6

BANKING SECTOR

The banking system remained sound and
stable during the year to June 2021. The
banks complied with minimum capital
requirements, though marginally falling
from the previous year’s position. Banking
sector earnings and profitability showed
some improvements during the year as
lockdown restrictions eased up. Banks’
asset quality improved during the year,
buoyed by the COVID-19 relief measures. In
addition, banks increased their investments
in low-risk liquid assets during the year,
which ultimately minimised liquidity risk.
As at end June 2021, the banking sector’s
assets stood at E27.1 billion, increasing
by 23.8 percent year-on-year. Loans and

overdrafts increased by 12.3 percent,
settling at E13.3 billion as at end June
2021. Loans and advances represented
49.1 percent of total assets, remaining a
major portion of banking sector assets.
There was a 39.4 percent growth in the
holding of government securities, reaching
E4.3 billion during the year under review.
The same was experienced in the balances
held with the Central Bank, which grew by
24.1 percent to the total of E3.7 billion.
Deposits amounted to E21.7 billion as
at end June 2021, experiencing a 28.7
percent growth. Total shareholders’ funds
grew by 2.9 percent during the year under
review to stand at E3.4 billion.

Figure 25: Banking Sector Assets

Source: Central Bank of Eswatini
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6.1
Capital Adequacy
The banks’ capital level was maintained
well above the minimum capital
requirements as at end June 2021. There
was, however, a year-on-year decrease
in the level of capital due to payment of
dividends by banks coupled with a general
increase in risk-weighted assets. The
average industry-wide regulatory tier 1
capital adequacy ratio and total capital
adequacy ratio stood at 13.8 percent and
16.0 percent respectively, decreasing
from the previous year’s positions of 14.6
percent and 17.0 percent respectively. The
leverage ratio also fell from 10.7 percent
to 9.9 percent.

After a period of slump, the capital adequacy
index improved during the third quarter of
2020 when economic activity began to pick
up, and was relatively stable over the next
two quarters (see Figure 26). However, the
index worsened during the quarter ending
June 2021. This was attributable to dividend
payments, which reduced aggregate capital.
In addition, the stock of non-performing loans
(NPLs) increased by 8.8 percent during the
quarter ending June 2021, thereby increasing
the capital at risk due to lending. Economic
activity has been improving; however, it is
not yet back to full potential and thus has
limited profitability and subsequent capital
build-up.

Figure 26: Capital Adequacy Index

Source: Central Bank of Eswatini

6.2 Earnings and Profitability
Banking sector earnings and profitability
showed some improvement during the year
ending 30 June 2021 as lockdown restrictions
eased up. The average return on banks’
total assets (ROA) and on total equity (ROE)
improved from 1.5 percent and 10.3 percent
respectively at the end of June 2020 to 1.6
percent and 12.5 percent respectively in
June 2021. During the year under review,
income from interest on loans and advances

fell by 7.7 percent while interest paid on
deposits fell by 13.5 percent. The cost-toincome ratio also known as the efficiency
ratio improved, falling from 82.8 percent
in June 2020 to 78.8 percent in June 2021.
On average, banks’ operating expenses
accounted for 53.6 percent of total income,
down from 55.1 percent in the previous year.
The sector’s after-tax profits increased by
25.6 percent, reaching E421.5 million for
the year ended 30 June 2021.
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Table 5: Indicators of Banking Sector Profitability After Tax

Net profit after tax (E. million)
ROA (%)
ROE (%)
Cost-to-income (%)
Overheads to income (%)

Jun-20
335.5
1.5
10.3
82.8
55.1

Sep-20
261.6
1.2
8.2
84.8
58.9

Dec-20
341.7
1.4
10.4
81.1
56.9

Mar-21
453.6
1.8
13.6
76.3
53.7

Jun-21
421.5
1.6
12.5
78.8
53.6

Source: Central Bank of Eswatini

In line with the easing of restrictions and
improving economic activity, the profitability
index began to improve after September
2020. However, during the quarter ending

June 2021, earnings and profitability took a
knock as costs of the political unrest began
to unfold, even though the costs had not
been effected by all banks.

Figure 27: Profitability Index

Source: Central Bank of Eswatini

6.3 Credit Risk
Non-performing loans (NPLs) to total loans
ratio decreased during the year under
review, driven by various factors. There
were amendments in the NPL reporting
framework during the year. This was to align
the framework with international standards.
In addition, the issuance of the Circular
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on Policy and Regulatory Relief Measures
and Guidance to Banks in Response to the
COVID-19 Pandemic Circular No. 1 of 2020
by the Central Bank of Eswatini curbed the
increase in NPLs. NPLs to total loans ratio
stood at 5.6 percent as at end June 2021.
Total NPLs fell from E1.1 billion to E745.9
million during the year under review.
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Figure 28: Banks’ Non-Performing Loans

Loans to non-financial businesses and
households were the biggest contributors
to NPLs, at 55.3 percent and 38.7 percent,
respectively, of the total NPLs. In the
household sector, 54.6 percent came from

real estate secured loans; 35.4 percent
of the NPLs emanated from unsecured
personal loans; and 10.0 percent from hire
purchase and lease agreements (Figure 28).

Figure 29: Banks NPLs Distribution

Source: Central Bank of Eswatini
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Figure 30: Household NPLs Distribution

Source: Central Bank of Eswatini

NPLs from corporates mainly came from
the construction sector (25.7 percent),
followed by the distribution and tourism
sector (20.7 percent), the transport and

communications sector (17.0 percent) and
the agriculture and forestry sector (9.0
percent). These sectors presented the
highest credit risk.

Figure 31: Businesses NPLs Distribution

Source: Central Bank of Eswatini

The asset quality index has been increasing
since the beginning of the year under
review. This is mainly a result of the
amendment in the non-performing loans
reporting framework and COVID-19 credit
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relief measures. The index began to fall
during the last quarter as NPLs shot up
while specific provisions decreased. This
increased the overall risk from lending.
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Figure 32: Asset Quality Index

Source: Central Bank of Eswatini

6.3.1 Sectoral Distribution of Loans
Businesses accounted for the largest
share of total banking sector loans and
advances at 52.1 percent as at end June
2021, marginally falling from 52.5 percent
observed in June 2020. On the other hand,
the household sector accounted for 43.3
percent of total banking sector loans,
reflecting a decrease from the 44.4 percent

reported in the previous year. Real estate
loans, which include both residential and
commercial loans, accounted for 24.3
percent of total loans followed by the
distribution and tourism sector at 13.7
percent. The agriculture and forestry sector
accounted for 10.2 percent of total loans
and advances.

Table 6: Sectoral Structure of Lending (%)
Business Loans
Agriculture and forestry
Mining and quarrying
Manufacturing

Jun-20
52.5
9.4
0.0
4.4

Sep-20
48.3
10.2
0.0
5.5

Dec-20
51.9
10.8
0.0
4.3

Mar-21
49.2
9.1
0.0
4.8

Jun-21
52.1
10.2
0.1
5.3

Construction

3.8

4.0

3.5

4.6

4.6

Distribution and tourism

10.6

8.2

13.6

8.7

13.7

Transport and communications

6.6

5.4

5.3

5.4

5.9

Community social and personal
sercvices
Figure 31: Asset Quality Index
Real estate

4.4

1.7

2.7

3.2

1.0

6.4

4.8

6.1

5.7

4.7

Other businesses (not elsewhere
included)6.8
Personal and household loans

6.8

8.4

5.6

7.8

6.5

44.4

46.9

43.5

46.0

43.3

Housing

20.82

22.6

19.9

20.7

19.3
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Jun-20
5.95
0.00
17.62
3.2

Motor Vehicles
Educational
Other
Other sectors

Sep-20
6.3
0.0
18.0
4.8

Dec-20
4.9
0.0
18.7
4.6

Mar-21
5.7
0.0
19.9
4.8

Jun-21
5.1
0.0
18.7
4.7

Source: Central Bank of Eswatini

6.4 Funding Structure of Banks
The banking sector is funded primarily
through deposits. During the year under
review, deposits increased by 28.7 percent
to settle at E21.7 billion and they account
for 80.0 percent of total assets. The
deposits are comprised of time deposits,
demand deposits and savings deposits
at 58.6 percent, 37.6 percent and 3.8
percent, respectively. Over the period

under review, there was an increase of 29.0
percent in respect of time deposits, while
demand deposits increased by 32.2 percent
and savings deposits marginally decreased
by 0.4 percent. Total shareholders’ funds
accounted for 12.4 percent of the total
assets as at June 2021 and amounted to E3.4
billion. Other sources of funds comprise 7.6
percent of total assets.

Figure 33: Banks’ Sources of Funding

Source: Central Bank of Eswatini

6.5 Liquidity Risk
Banks maintained adequate levels of
liquid assets and complied with regulatory
minimum liquidity requirements. Aggregate
bank liquidity to deposits ratio stood at
39.0 percent, increasing from 38.3 percent
of the previous year. Government securities
represented 50.8 percent of the liquid
assets holding of banks. Liquid assets were
51.2 percent of short-term liabilities,
increasing from 42.8 percent of the previous
year. This shows the banks’ ability to meet
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short-term obligations and the banks’
asset-liability mismatches, particularly in
the short-term maturity bracket. As a share
of total assets, liquid assets also increased
from 29.5 percent to 31.2 percent during
the year under review. The ratio of loans
and advances to total deposits continued to
fall, decreasing from 70.2 percent in June
2020 to 61.3 percent in June 2021, showing
a strain in the flow of credit caused by the
COVID-19 pandemic.
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Table 7: Key Indicators of Bank Liquidity
Total loans to total deposits (%)
Liquid assets to total deposits (%)
Liquid assets to total assets (%)
Liquid assets to short-tem
liabilities (%)

Jun-20
70.2
38.3
29.5
42.8

Sep-20
68.7
36.1
28.6
36.0

Dec-20
62.5
40.1
32.9
40.8

Mar-21
60.5
43.1
35.0
42.0

Jun-21
61.3
39.0
31.2
51.2

Source: Central Bank of Eswatini

Figure 34: Funding and Liquidity Index

Source: Central Bank of Eswatini

6.6 Credit and Funding
Concentration
On average, the top 20 largest borrowers
accounted for 31.3 percent of the loan
book as shown in the table below. These

exposures need careful management since
a default by any of these borrowers could
have a negative impact on a bank and the
banking sector as a whole.

Table 8: Credit Concentration Level of Banks
Description
Average top 20 Loans (%)
Average top 10 Loans (%)
Average top 5 Loans (%)

Jun-20
29.3
22.0
14.9

On the other hand, 53.7 percent of total
deposits are, on average, held by the top 20
largest depositors. Funding concentration

Sep-20
31.6
24.4
17.6

Dec-20
32.7
25.9
19.0

Mar-21
27.8
20.6
13.7

Jun-21
31.3
23.8
16.8

is thus also relatively high and presents
funding risks.
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Table 9: Funding Concentration Level of Banks
Description
Average top 20 to total deposits (%)
Average top 10 to total deposits (%)
Average top 5 to total deposits (%)

Jun-20
42.2
25.3
17.5

Sep-20
41.4
25.4
19.9

Dec-20
44.2
27.3
21.3

Mar-21
51.2
34.4
27.4

Jun-21
53.7
34.1
26.8

Source: Central Bank of Eswatini

6.7 Financial Soundness Index
The financial soundness index (FSI) shows
that banking sector resilience improved
during the year under review. This is a
result of banks maintaining adequate levels
of liquidity and improving asset quality.
However, banking profitability deteriorated
amid the low interest rate environment
and struggling economy. This has affected
banks’ ability to build capital buffers.

The short–to-medium term economic growth
outlook is expected to remain challenging.
As the pandemic continues, banks could face
a substantial increase in NPLs due to the rise
in household and corporate defaults. This
may further be exacerbated by the political
instability. Such a deterioration in banks’
asset quality and earnings performance could
limit banks’ capacities to absorb higher loan
losses over time, flowing through to their
ability to intermediate credit and support
the recovery.

Figure 35: Financial Soundness Index

Source: Central Bank of Eswatini

Table 10: Banking Sector CAEL Ratings
BANK CAEL RATINGS
Capital Adequacy
Asset Quality
Earnings and Profitability
Liquidity
Composite Rating
Source: Central Bank of Eswatini
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Jun-20
2.0
3.7
3.8

Sep-20
1.5
2.4
4.1

Dec-20
1.5
2.4
4.1

Mar-21
1.5
2.4
3.7

Jun-21
1.5
2.4
3.7

2.0

2.0

2.0

2.0

1.5

2.9

2.4

2.4

2.4

2.2
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6.8 Stress-Testing for Eswatini
Banking Sector
The stress tests focused on the two main
potential sources of vulnerability for the
Eswatini banking sector, namely credit and
liquidity risks.
6.8.1 Credit Risk
Credit shocks were conducted to assess
the effect that a continued deterioration
in asset quality would have on banks’

capital. The test applied a uniform shock
to the baseline level of performing loans to
evaluate the impact of a proportion of the
performing loans becoming non-performing.
The results show that 14.6 percent of
performing loans would have to migrate to
non-performing status for the first bank’s
capital adequacy ratio to fall below the 8.0
percent minimum regulatory requirement.
This shows that the system’s resilience to
credit risk deteriorated when compared to
the 17.9 percent reported in June 2020.

Table 11: Summary of Stress Test Results for Loans Migration
CAR (%)

Baseline scenario
Shock
Reduction in
performing loans
that fail the first
bank

16.0
Key Indicators
Change in NPL ratio
that causes first bank
to breach minimum
CAR (%)
CAR (%)
NPL ratio (%)
Tier 1 capital (E
billion)
No. of
undercapitalized banks

Tier 1 capital NPL ratio Number of
(E’ billion)
(%)
undercapitalised
banks
3.5
5.6
0
June 2020 June 2021
17.9
14.6

12.3
25.5

12.1
19.4

2.3

2.5

1

1

Source: Central Bank of Eswatini

The capital adequacy and NPL ratios for the
banking sector following the shock are 12.1
percent and 19.4 percent, respectively.
6.8.2 Default by the Largest Borrowers
Assuming default by the largest borrowers
and a 100.0 percent provisioning requirement (the ‘loss’ category for loans),

the results showed that the 8.0 percent
minimum regulatory capital adequacy
requirement is breached by the first
bank after default by the top two largest
borrowers, which is worse than the previous
year’s position where it took the top three
largest exposures.

Table 12: Default by the Largest Borrowers
Key Indicators
CAR (%)
NPL ratio (%)
Tier 1 capital (E billion)
No. of undercapitalized banks
No. of large exposures

Jun-20
11.3
19.6
2.1

Dec-20
10.4
16.2
2.0

Jun-21
12.4
12.3
2.6

1

2

1

3

2

2

Source: Central Bank of Eswatini
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6.8.3 Liquidity Risk: Simulated Bank Run
A stress test for liquidity was conducted,
in which a simple bank run was simulated.
The resilience of banks to such a risk
from a liquidity perspective was assessed
by analysing the number of days banking
institutions would be able to withstand
a drain on their liquidity without having
to resort to external support. The results

revealed that liquid assets of the first bank
would be depleted after seven (7) days of
distress, assuming a daily withdrawal rate
of 5.0 percent on demand and savings
deposits and 2.5 percent on term deposits.
This is two days less than the previous year’s
position, showing a deterioration of the
banking sector’s resilience to a bank run.

Table 13: Summary of Stress Test Results for Bank Run
Key Indicators
Reduction in total deposits (%)
No. of days to deplete liquid assets
No. of banks without liquidity
No. liquidity ratio

Jun-20
27.3
9
1
3

Sep-20
24.5
8
1
3

Dec-20
26.7
9
1
3

Mar-21
24.4
8
1
2

Jun-21
22.0
7
1
2

Source: Central Bank of Eswatini

6.8.4 Sudden Withdrawal by System’s

minimum liquidity requirement if this
scenario unfolds. In addition, the banking
sector’s average liquidity ratio also falls
to 29.6 percent from 39.0 percent. On the
other hand, the banking sector is resilient
to the withdrawal of offshore funds as
none of the banks breach the minimum
requirement from this shock.

Largest Depositor
The Eswatini banking system’s largest
depositor has holdings with two banks.
Due to market volatility, the depositor may
decide to withdraw from both banks and
invest elsewhere, which may affect these
banks’ liquidity positions. The results show
that one bank will breach the regulatory
Table 14: Sudden Withdrawal
Key Indicators

Baseline

Liquid assets to total deposits (%)
No. of banks failing

39
0

System’s
Largest
Depositor
Withdrawal
29.6
1

Offshore
Withdrawal

37.8
0

Source: Central Bank of Eswatini

6.8.5 Scenario Analysis
The Eswatini Macro Forecasting Team
projects that heightened uncertainty
remains for the short- to medium-term
outlook. Threats to the economic recovery
include the continued reoccurrence of
COVID-19 waves and emergence of newer
and resistant variants that are highly
infectious. In addition, the civil unrest
that occurred in June/July 2021 and
continued political uncertainty negate a

40

CENTRAL BANK OF ESWATINI

better-than- envisaged economic recovery.
Therefore, economic growth is forecasted
to accelerate by 5.7 percent in 2022.
Furthermore, inflation has been forecasted
to be 4.1 percent for 2022. In line with
these projections, the lending rate is not
expected to increase drastically during the
year to 2022.
The issuance of Circular 1 of 2020 allowed
banks to restructure loans for borrowers
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who have been affected by the COVID-19
pandemic, without requiring them to
hold additional provisions against those
loans. This has understated NPLs. After
re- evaluation of these restructured loans,
there may be a rise in banking sector NPLs

which will increase provisioning costs. This
may be worsened by increases in the bank
rate. Given this outlook, banks’ NPL ratio is
predicted to increase by 263 basis points.
The results of this shock are shown in the
table below:

Table 15: Summary of Stress Test Results for Scenario Analysis
Key Indicators
NPLs to Gross Loans (%)
Total Capital to Risk-Weighted Assets (%)

Pre-shock
5.6
16.0

Post-Shock
8.2
14.6

Source: Central Bank of Eswatini

The capital adequacy ratio after the shock
falls to 14.6 percent while the NPL ratio
increases to 8.2 percent. Therefore, the
banking sector appears to be resilient in such

a scenario as the average capital adequacy
ratio after the shock remains above the
minimum regulatory requirement.
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7

SWAZILAND BUILDING SOCIETY

7.1
Capital Adequacy
The Society’s loss absorption capabilities
improved during the year to June 2021.
The Society’s risk asset ratio stood at 32.7
percent as at end June 2021 while the
leverage ratio stood at 55.2 percent.
This is an improvement when compared to
the respective positions of 29.4 percent
and 52.6 percent of the previous year.
Capital and reserves remained improved
from E1.54 billion as at end June 2020 to
E1.56 billion as at end June 2021. Paid-up
share capital of which a huge chunk (96.4
percent) is permanent shares, constitutes
65.7 percent of the capital and reserves.
Retained earnings, which have the highest
loss absorption ability, account for 25.1
percent.
7.2
Asset Quality
The Society’s asset base shrunk by 3.1
percent during the year. Total assets
amounted to E2.8 billion during the year
ended June 2021. Net loans and advances
were a major share of assets at 60.5
percent, followed by investments at 22.2
percent while placements with other banks
stood at 2.7 percent. The Society’s lending
is concentrated towards mortgages. This
sector represents 67.1 percent of lending
by the Society. NPLs to total loans increased
from 17.9 percent to 19.3 percent during
the period under review. The mortgage
sector contributed 62.4 percent towards
NPLs emphasizing the significance of this
portfolio in the Society’s books.
7.3
Earnings and Profitability
During the period under review, the
Society was profitable and accumulated
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E48.0 million in profits, yet it was far less
than the E110.7 reported in the previous
year. The decline is attributable to the low
economic activity as a result of COVID-19
and the investments undertaken by the
Society in increasing its footprint. The
return on assets and return on equity
stood at 1.7 percent and 3.1 percent,
respectively for the period under review.
From the profits, the Society paid out
E35.0 million as dividends. The Society’s
cost management strategies deteriorated
during the year. As a result, the cost to
income ratio worsened from 50.1 percent
to 77.5 percent. Interest from loans
continues to be the main source of income
for the Society and contributes 53.1
percent to total income while charges, fees
and commissions contribute 29.8 percent.
7.4
Liquidity
The Society maintained an acceptable
level of liquidity. The liquid assets to total
deposits ratio improved from 35.4 percent
as at end June 2020 to stand at 38.8 percent
at end June 2021. Liquid assets to total
assets also improved from 15.5 percent and
settled at 16.3 percent. The total loans to
total deposit ratio stood at 154.2 percent,
showing that the Society uses sources of
funding (permanent shares) other than
deposits to finance their lending. Total
capital and reserves funded 55.7 percent
of total assets while customer deposits
funded 41.9 percent of assets.
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8

CAPITAL MARKETS

The aggregate value of assets managed on
behalf of clients/investors during the period
under review rose to an all-time high of E29.9
billion. This is an increase of 25.1 percent
from the figure of E23.9 billion reported in
June 2020. Since the lows experienced in
the first quarter of 2020 as a result of some
entities not renewing their licences, which
coincided with the COVID-19 pandemic,
this value has been increasing at a pace of
5 percent on average. This is largely due to
favourable market conditions and domestic
capital markets entities writing new business.
This quarter saw banks investing with local
asset managers for the first time since data
has been available. The asset managers

invested in income funds. Income funds are
generally conservative and involve investing
in low risk bonds like government bonds or
triple A commercial bonds. In this case, the
asset managers chosen by the banks are
targeting returns similar to the Consumer
Price Index (CPI).
8.1

Evolution of Total Assets

The evolution of total assets managed by
Eswatini capital markets entities from the
period beginning 1 June 2017 to 30 June
2021 is depicted by the diagram in Figure 36
below.

Figure 36: Capital Markets Total Assets

Source: CBE, Financial Services Regulatory Authority

The story of total assets in domestic capital
markets has been a positive one. Generally,
the trend tends upwards. If the average
rate of growth is maintained at 5 percent,
aggregate assets will pass the E30 billion
mark by the next quarter. This bodes well

for investors as it suggests that domestic
capital markets create value consistently.
8.2 Geographical Allocation of Total Assets
The total assets managed by Eswatini capital
markets entities are invested in three (3)
geographical regions as shown below.
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8.2

Geographical Allocation of Total Assets

Source: CBE, Financial Services Regulatory Authority

Assets allocated to offshore investments
decreased relatively. This coincided with
a period where the South African Rand
strengthened against major currencies

on the back of rising commodity prices.
Allocation to domestic assets was relatively
stable when compared to the previous
quarter.

Figure 37: Capital Markets Sources of Funds

Source: CBE, Financial Services Regulatory Authority

It can be observed from the above that
retirement funds dominate among investors
in the capital markets space, contributing
over E20 billion (71 percent) during the
quarter under review. This is consistent
with data from previous quarters. Collective
investment schemes accounted for 10
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percent of locally managed funds whilst
companies dropped to 7 percent from 10
percent in the previous quarter. Long-term
insurers and retail investors complete the
top 5 investors accounting for 5 percent
and 4 percent, respectively.
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The observed investment by local banks in this
sector is a new development that has never
occurred before. Two banks invested almost
E200 million with local capital markets entities
in income funds, which are considered to be
low risk. The positive record of local capital
markets continues to attract new investors.
Observation of how the nature of investors in
this sector evolves going forward needs to be
maintained, given the current political unrest
prevailing in the country.
8.3 Collective Investment Schemes
Collective Investment Schemes (CIS) held up
to E8.1 billion in assets during Q2-2021, which

is a 4.5 percent decrease from the figure
reported in the first quarter. The drop was
primarily attributable to two CIS managers
whose redemptions exceeded sales during
the quarter. Figure 38 below displays assets
under management filtered by manager.
African Alliance, Stanlib and Old Mutual
maintained their positions as the top three
managers during the quarter under review,
managing 99.0 percent of all assets under
management. Sanlam, Inhlonhla and
Eswatini Investment Group (formerly
known as Ecsponent) accounted for less
than 1 percent collectively in June 2021.

Figure 38: Assets under Management by CIS Manager

Source: CBE, Financial Services Regulatory Authority

8.3.1 Collective Investment Schemes’
Source of Funds
The participants in Eswatini collective
investment schemes are classified into
fourteen (14) broad categories. Below

is a list of the categories of investors in
collective investment schemes arranged in
descending order by proportion contributed
to total assets under management during
the quarter under review:

Figure 39: CIS Source of Funds

Source: CBE, Financial Services Regulatory Authority
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The top 5 investors into local collective
investment schemes (CIS) were retirement
funds, companies, collective investment
schemes, retail investors and short-term
insurers. Retirement funds accounted
for 35 percent of total assets held in CIS,
rising above companies during the quarter
to become the largest investor into CIS.
The proportion of assets attributable to
companies dropped by 10 percentage points
during the period. Companies liquidated
some of their positions during the quarter,
in response to the civil unrest that erupted
towards the end of June 2021.
Collective investment schemes were
compliant with the provisions of section
71(2) of the Securities Act, 2010 and

maintained an allocation of 57 percent
domestically during the period under
review. That is, E4.6 billion of CIS assets
were invested in Eswatini. The Common
Monetary Area allocation was 35 percent
in Q2-2021. The remaining 8 percent was
invested offshore.
8.4

Financial Markets

8.4.1 Interest rates and interest rates
spread
The average interest rate spread (which is
the difference between the average bank
lending rate and average deposit rate) is
showing a stable but slightly declined from
June 2020 to the current period under review
of June 2021 as seen in the graph below.

Figure 40: Interest Rates and Average Interest Rate Spread

Source: Central Bank of Eswatini

8.4.2 Market Demand for Government
Securities
The bid-to-cover ratio8 has been reflecting
a declining trend over the recent years,
which is an indication of a fall in demand
for government securities from the
domestic economy. However, the bid-tocover ratio began to pick up, reaching its
historic high in June 2020, reflecting a

noticeable strong demand for government
securities. However, in June 2021 the bidto-cover ratio reflected an 18 percent
year-on-year decline, while on a quarterly
basis it reflected an 11 percent decline.
This reflects a decline in demand for
government securities as a result of the
political instability in the country.

The amount of bids issued compared to the amount received. The bid-to-cover ratio is an
indicator of the demand for Treasury securities. A high ratio is an indication of strong demand.
8
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Figure 41: Market Demand for Government Securities

Source: Central Bank of Eswatini
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9

PENSION SECTOR

9.1
Penetration Rates (Total
Pension Assets to GDP Ratio)
The pension sector plays a significant role
in Eswatini’s financial system and can thus
be categorized as one of the systemically
important sectors in the financial system.
The sector accounts for a constant share of
the financial system assets at 31.1 percent
as observed from 2017 to 2020.

The amount of the sector’s assets compared
to the size of the domestic economy provides
an indication of the relative importance of
the pension industry within the financial
system. The pension sector assets have
grown over the past years, reaching E36.8
Billion in 2020 which reflects a 9.0 percent
growth from the previous year. These assets
accounted for about 88.3 percent of the
country’s GDP in 2020.

Figure 42: Pension Assets

Source: FSRA, Central Bank of Eswatini
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9.2 Funding Ratio
Overall the pension sector ended the year
2020 with an estimated liability of E32.4
billion and E22.4 billion in assets, leaving a
E10.1 billion funding gap of 69.0 percent.
On average the pension sector’s funding
ratio9 reflects an annual declining trend
over the period of 2015 to 2018, showing
some improvement in 2019 before further
declining in 2020. The main contributor to
the decline is the estimated increase in the
industry’s accrued pension liability relative

to the industry’s assets, mainly benefits
payable to pensioners.
A funding ratio below 100.0 percent remains
a concern for the sector if the low interest
rate environment persists, since empirically,
as interest rates decline, the present value
of pension liabilities increases (especially for
defined benefit contribution plans) and vice
versa. In view of the level of underfunding,
salary increases and improvement of
pension or any other benefit would affect
the liabilities of the pension sector.

Figure 43: Pension Funding Gap

Source: Source: Pension & Retirement Funds Annual Financial Statements, CBE

The level of assets, at market value and in proportion to accrued pension liability- defined
benefit pension funds.
9
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9.3 Cash Flow from Operations
Ratio
Financial metrics such as cash flow can
provide early warnings of liquidity issues and
solvency risk, especially in public pension
funds going through some distress and with
consideration that public pension funds
accounted for more than 80.00 percent
of the pension sector assets. Cash flow
measures can additionally highlight the
annual impact of volatility on the pension
fund’s comparatively healthy fiscal position.

The pension sector has positive ratios. This
is a sign that the sector has less money
paid out in respect of benefits than money
coming in from the contributions of current
employees. However, the aggregate trend
is seen falling between 2015 and 2018,
after which recovery is observed from 2019
reaching 11.0 percent in 2020. This is an
indication that the sector is less dependent
on investments to pay anticipated pension
benefits; however, the declining funding
status especially on the major pension
funds remains a concern.

Figure 44: Operating Cash Flow as a Share of Assets

Source: Pension/Retirement funds Annual Financial Statements, Central bank of Eswatini

9.4 Distribution of Income from
Investments
Foreign investment income continued
to account for the highest share of the
portfolio investment of pension funds at
62.1 percent as at the end of 2020, which
reflects a significant increase compared to
the prior year. On the other hand, the main
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source of investment income domestically
is interest income from corporate debt
securities investments accounting for 32.0
percent of domestic income from domestic
investment. Income from dividends and
rental income contributed the smallest
share of total investment income of 3.2
percent and 2.8 percent, respectively.
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Figure 45: Distribution of Income from Investments

Source: Pension & Retirement Funds Annual Financial Statements, Central Bank of Eswatini

9.5 Domestic Investment Portfolio
Domestic investment had a 46.5 percent
share of total pension assets as at June
2021, with 32.6 percent invested in high
debt securities, and 23.0 percent in other
assets, 15.2 percent in equity as well as
12.32 percent and 12.2 percent in property
investment and in collective investment
schemes, respectively. Over the historical
period from the first quarter of 2020, equity

and long-term and short-term debt have
been reflecting a huge share of the domestic
investment portfolio.
Within the debt securities, the pension
sector exposures to government, collective
investment schemes and parastatals take a
share of about 30.1 percent, 29.6 percent
and 21.7 percent respectively of debt
securities investments.

Figure 46: Domestic Investment Portfolio

18 445.5
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Source: FSRA, Central Bank of Eswatini

9.6 Foreign Investment Allocation
Foreign assets constituted about 53.5
percent of total pension assets in the
second quarter of 2021, reflecting a 2.2
percent increase to settle at E21.2 billion
when compared to the previous quarter,
with 81.4 percent of the foreign investment
portfolio in equity (mainly with the JSE

Stock Exchange), 15.1 percent in bank
deposits and only 2.0 percent in collective
investment schemes. Looking at the
historical period from the first quarter of
2020, the total foreign investments have
been showing an increasing trend, with the
equity investment portfolio dominating the
share of foreign investment allocation.

Figure 47: Foreign Investment Allocation

0
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Source: FSRA, Central Bank of Eswatini

9.7
Interconnectedness
The network provides a visual depiction
of domestic and foreign exposures of the
pension sector. The pension sector has a
concentrated exposure to South African
equity markets amounting to E18.04 billion
in the year to June 2021. The sector was
maintaining a significant diversified foreign

banking sector exposure position mainly
through deposits amounting to E3.20 billion.
Domestically the sector’s exposure is mainly
to equity in various corporates as well as
significant exposure to investment schemes,
government and parastatals. This is indeed
evidence that the pension sector is highly
interconnected in the financial system.

Figure 48: Pension Sector Interconnectedness (E’ Millions)

Source: FSRA, Central Bank of Eswatini
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9.8 Increasing Holdings of
Government Debt (Percent of total
domestic assets)
The pension fund’s direct exposure to
government securities recorded a 3.8

percent quarterly decline in June 2021 to
sit at E2.3 billion. This represents a 12.4
percent share of domestic pension assets.

Figure 49: Pension Exposure of Government Debt as Percent of Domestic Total Assets

Source: FSRA, Central Bank of Eswatini

9.9

Pension Sector Risk
The main risk in the pension sector is
that it is highly concentrated, with the
Herfindahl-Hirschman Index (HHI)10 for
two pension funds above 25.0 percent
and at 5,566 (56.0 percent) in the high
concentration region.
The failure of either of these two
institutions would therefore have a

10

significant adverse impact on the entire
economy. This is because the pension
fund sector is interconnected with the
broader financial system and the real
economy through high investments and
issuance of loans to corporates, as well
as through holding of debt and equity.

The Herfindahl-Hirschman Index is an index that measures the market concentration of an industry.
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Underfunded status of the pension sector
as reflected by the declining funding
ratio.
Market risk is another risk in the pension
sector owing to their exposure to the SA
stock market, mainly the JSE.

ncreasing
exposure
to
Eswatini
government and interconnection of
the pension sector in terms of financial
intermediation to the economy.
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10

INSURANCE SECTOR

The insurance sector in Eswatini comprises
of 1 composite insurer, 6 long-term insurers
and 4 short-term insurers. As at June 2021,
the long-term insurance sector accounted
for about 50.3 percent of total insurance
premiums, while also holding 80.1 percent
of the insurance sector’s assets.
10.1 Total Insurance Sector
Assets of the insurance sector recorded
a 10.6 percent year-on-year growth in
June 2021. The insurance industry’s assets
amounted to E6.1 billion as at June 2021
from E5.5 billion in June 2020, supported
by a 12.8 percent increase in the assets of
short-term insurers.
Growth of investment income for the
insurance sector improved tremendously
during the review period. On a year-onyear basis, investment income for the
insurance sector grew from E48.0 million
recorded in June 2020 to E318.8 million
recorded in June 2021. This improvement
was mainly due to a large growth of 756.4

percent in investment income recorded
for the long-term insurance sector over
the year. Investment income for the longterm insurance sector amounted to E302.3
million at the end of June 2021, from
E35.3 million in June 2020. For the shortterm insurance sector, investment income
improved by 30 percent over the year from
E12.7 million in June 2020 to E16.5 million
at the end of June 2021.
Gross premium income registered year-onyear growth of 10.5 percent in June 2021.
This growth was supported by growth in
premium income for both the long-term
(10.7 percent) and short-term (10.2 percent)
insurance sectors. There was an increase in
the number of insurance claims paid out over
the year. On a year-on-year comparison, this
was about 33.4 percent more claims paid
out in June 2021 than in June 2020. This
was mainly driven by the long-term sector,
with a large growth in claims paid out for
disability insurance, funeral and credit life
insurance, respectively.

Figure 50: Total Insurance Industry Assets, Investment Income, Gross Premiums and
Net Incurred claims
60 75

Investment income
Net incurred claims
Source: CBE, Financial Services Regulatory Authority
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10.2 Asset Composition
Year-on-year, assets invested by the
insurance sector amounted to E5.3 billion in
June 2021, which was a 10.00 percent growth
from E4.8 billion in June 2020. Insurance
sector invested assets are well diversified

with holdings in equities (33.1 percent),
short-term instruments/money markets
(31.2 percent), long-term instruments (25.2
percent), bank deposits (9.1 percent) and
property investments (0.90 percent) (see
Figure 51).

Figure 51: Asset Composition
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Source: Financial Services Regulatory Authority

10.3

Short-Term Insurance

10.3.1 Profitability
Profitability in the short-term insurance
sector improved over the year despite
difficult economic conditions brought on
by the corona virus pandemic. Profitability
of the insurance industry is vital due to the
safety net role of insurers for households
and businesses.
On a year-on-year comparison, the claims
(loss) ratio11 declined from 13.6 percent in
June 2020 to 9.4 percent in June 2021. At
this level, the loss ratio reflects a sound and
profitable short-term insurance industry, as it
is way below the bottom limit of 30 percent
(acceptable range is 30-60 percent)12. The
average return on assets (ROA) and return on

equity (ROE) ratios increased to 8.6 percent
and 17.4 percent respectively in June 2021
from 5.1 percent and 11.8 percent at the
end June 2020.
At the end of June 2021, the expense ratio13
for the short-term insurance sector declined
to 45.5 percent from 72.6 percent in June
2020. This indicates that the industry is
generating more income from premiums over
the year. The combined ratio also showed
great improvement and declined to 55.0
percent in June 2021, from 86.2 percent in
June 2020. As per standard set out in the IMF
Financial Soundness Indicators Compilation
Guide, this ratio should be less than 100
percent. At this level, it indicates profitable
underwriting.

11

The loss ratio measures the total incurred losses in relation to the total collected insurance premiums. The lower
the ratio, the more profitable the insurance company, and vice versa.
12
This is an acceptable range for the claims ratio as specified by the Financial Services Regulatory Authority (FSRA)
as indicated in their 2017 Annual report, page 69.
13
Expense Ratio is a measure of profitability calculated by dividing underwriting expenses by net premiums earned.
Underwriting expenses refer to the costs of obtaining new policies from insurance carriers. The lower the expense
ratio, the better the profitability of the insurer.
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10.4 Long-Term Insurance
10.4.1 Analysis of Industry Profitability
The claims (loss) ratio increased to 75.6
percent in June 2021 from 56.9 percent the
previous year. This ratio is well above the
desirable range of 30-60 percent. Long-term
insurers’ profitability weakened over the
year as the growth in claims that were paid
out exceeded growth in premiums received
(Appendix 14.1).
The average ROA and ROE ratios were 1.70
percent and 11.70 percent respectively as
at June 2021. This was a decline from 2.90
percent and 19.00 percent recorded at the
end of June 2020. The impact of a second
and third wave of the COVID-19 pandemic
escalated risks in the long-term insurance
sector, as more funeral and life insurance
claims were paid out as mortality rates
continued to worsen. The growing number
of claims paid out continued to diminish the
sector’s profit margins.
The expense ratio for the long-term insurance
sector increased to 141.50 percent in June
2021 from 79.5 percent in June 2020. Net
premium income declined at a higher rate
than the underwriting expenditure, which
explains the expense ratio. The combined
ratio14 for the long-term insurance sector
increased sharply from 136.4 percent
observed in June 2020 to 217.1 percent in
June 2021. This is way over the benchmark
of “below 100 percent”, as per IMF standard,

which the FSRA is also compliant with. This
ratio has been trending above 100 for a long
period of time, highlighting vulnerabilities
in the long-term insurance sector when it
comes to underwriting profit.
10.4.2 Industry solvency
The solvency ratio15 determines whether
the long-term insurance industry can keep
up with the payment of claims even in
periods of distress leading to high claims,
such as the COVID-19 pandemic. It is a good
indicator of whether the long-term insurers
will have the capacity to meet their longterm obligations. As at June 2021, this ratio
stood at 1.14, implying that the long-term
insurance sector will still be able to meet
its future obligations, despite the weak
performance observed in the past year.
10.5

Risks from the Insurance Sector

10.5.1 Long-Term Insurance Market
Concentration
High concentration was observed in the longterm insurance sector as at June 2021. The
HHI for the top three long-term insurers that
make up 86.5 percent of the total long-term
insurance industry is 0.29 (2,900) as can be
seen in Figure 4. This is above the benchmark
HHI of 0.25 (2,500), implying that negative
shocks to these institutions could have an
impact on the entire insurance industry and
be felt throughout the financial system.

Combined ratio is a measure of profitability calculated as the sum of the claims (loss) ratio and the expense ratio. A ratio below 100 percent indicates that the company is making an underwriting profit, while a
ratio above 100 percent means that it is paying out more money in claims that it is receiving from premiums.
15
Solvency is a measurement of how much the insurer has in assets versus how much it owes. A good solvency
ratio is above 1.0.
14
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Figure 52: Market Share: Long-Term Insurance Sector

Source: Financial Services Regulatory Authority

10.5.2

Short-Term

Insurance

Market

Concentration
In the second quarter of 2021, two institutions
collectively make up 91.0 percent of the
short-term insurance industry in Eswatini

(Figure 53). Their HHI amounted to 0.58
(5,800), significantly above the benchmark
of 0.25 (2,500) indicating high concentration
in the short-term insurance sector.

Figure 52: Market Share: Short-Term Insurance Sector

Source: Financial Services Regulatory Authority (FSRA)

10.5.3 Deterioration in Profitability for the
Long-Term Insurance Sector
The risk of further deterioration in
profitability for the long-term insurance
sector is high emanating largely from the
effects of the pandemic. The Prime Minister’s
statement delivered on 16 October 2021
revealed that the country’s vaccination rate
is currently just under 20 percent.
As this is still only a small number of
the country’s population that has been

vaccinated, it is anticipated that the mortality
rates will continue to have periodic spikes,
as was observed during the second and third
waves. Claims paid out for funeral and life
insurance are also expected to rise, further
weakening underwriting profit. Increases
in mortality risk is anticipated to drive up
premiums or reduce long-term insurance
product offerings likely in the longer-term
outlook if the majority of clients choose not
to vaccinate.
CENTRAL BANK OF ESWATINI
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11

FINANCIAL MARKET
INFRASTRUCTURES

Payment systems are crucial for
intermediation in the financial system,
promoting financial stability and economic
growth. In the year to March 2021, CBE
conducted various oversight activities
including the analysis of risks and
vulnerabilities in payment systems and
monitoring their usage and operational
performance. This chapter highlights the
oversight and performance of payment
systems in the Kingdom of Eswatini.
11.1
Performance of Payments
Systems
At the end of March 2021, Eswatini’s
payment systems infrastructure included
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the Eswatini Interbank Payment and
Settlement System (SWIPSS) – Eswatini’s
Real Time Gross Settlement System (RTGS);
the Eswatini Clearing House (ECH) – for
cheques, direct debit and credit transfers;
and an electronic central securities
depository for government securities.
Private sector players also provide a number
of payment systems and instruments
including mobile phone money payments,
cross-border money remittances, chipand-pin cards, automated teller machine
(ATM) / point of sale (POS) networks,
electronic funds transfers (EFTs), and
internet banking services.
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12

ESWATINI INTERBANK PAYMENT AND
SETTLEMENT SYSTEM OR MASHESHISA

SWIPSS, Eswatini’s Real-Time Gross
Settlement System (RTGS), is a systemically
important payment system (SIPS). SWIPSS
is designated as SIPS as it processes the
largest volume of time-critical, highvalue payments among banks, facilitates
settlement of netted positions from other
multilateral settlement systems, and
connects to similar RTGS systems in East
Africa and SADC. Direct access to SWIPSS is
currently available to supervised financial
institutions. SWIPSS can be a potential
source of contagion, particularly in periods
of market stress. It is therefore important
to ensure that SWIPSS operates in a manner
that helps reduce systemic risk.

operations of SWIPSS, with volumes and
values having grown. SWIPSS operated
satisfactorily and exhibited a high degree
of availability.
The overall SWIPSS transactions volume
throughout the year ending June 2021
totalled 51,354 with a value of E273.5
billion. This represents a 1.2 percent
increase in the volume of transactions
and a 10.3 percent increase in the value
of these transactions respectively when
compared to the previous year ending
March 2020, where the overall SWIPSS
transactions volume was 50,744 with a
value of E247.9 billion.

Throughout the year to March 2021, there
were no significant disruptions to the
Figure 54: SWIPSS activity from April 2007 – March 2021

Source: Central Bank of Eswatini

12.1 Liquidity Management by
SWIPSS Participants
Stable liquidity in the interbank market in
2021 saw the Bank advancing no overnight
loans to commercial banks in its role as the

lender of last resort. SWIPSS participants
did not utilize the Operating Windows
Extensions from April 2020 to March 2021,
indicating an active interbank market.
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The CBE has developed a framework for
identifying internal and external threats
to SWIPSS in order to enhance the ability
of the payment system to effectively
withstand and respond to threats such
as natural disasters or data breaches.
Business Continuity Plans (BCPs) include
disaster recovery, business recovery, crisis
management,
incident
management,
emergency management and contingency
planning. Under the BCPs, the SWIPSS has
internal and external continuity as well as
backup arrangements that are effective and
compatible. The backup systems are able
to resume and sustain critical operations
following the loss or inaccessibility of one
major operating site, or following a widescale regional disruption.
Going forward, we expect market infrastructure to remain stable and robust
and to be characterized by accelerated
innovations and technological transformation especially in the retail space.
Financial sector regulators stand ready

to ensure that stability and appropriate
risk mitigation measures against potential
cyber threats are in place.
12.2 Eswatini Clearing House
The Eswatini Clearing House (ECH)
automates the process of clearing cheques
and electronic funds transfer (EFTs)
transactions. In the year to March 2021,
217,033 cheque transactions valued at E2.2
billion were cleared through the ECH. This
was a significant decline of 24.7 percent or
71,058 cheque transactions from 288,091
cheque transactions with an equivalent
value of E3.0 billion that were cleared
through the ECH in the previous year.
The considerable decrease in transaction
values of cheques and EFTs cleared
through the ECH may reflect the impact of
innovations such as the increasing adoption
of alternative digital/electronic payment
channels like internet/online banking and
mobile phone banking.

Figure 55: ECH Activity from April 2007 – March 2021

Source: Central Bank of Eswatini
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Figure 56: ECH Performance

Source: Central Bank of Eswatini

12.3 Latest Developments in Eswatini
Clearing House
The Eswatini Bankers Association in
collaboration with Eswatini Clearing House
is phasing out cheques as a payment method
on 31 December, 2021 and the ordering of
cheque books will be discontinued with
effect from 31 October, 2021.
12.4 Performance of Digital Payments
by Bank as at March 2021
The use of electronic banking and digital
payment products also picked up further
in the year to March 2021. This trend was
partly driven by actions taken by financial
institutions to promote the usage of cashless
transactions as a measure to reduce the risk
of COVID-19 transmission. Debit card, credit
card, and point-of-sale (POS) transactions
increased. The value of debit card payments
rose by 3.5 percent and the number and
value of POS transactions rose by 0.2 percent
and 2.7 percent respectively. Internet and
mobile banking activity also increased for

the year ended December 2020 relative to
the previous year.
The electronic payment cards market has
been dominated by commercial banks and
merchants over the years, comprising of
credit cards, debit cards, prepaid cards and
Automated Teller Machine (ATM) cards. The
number of active cards decreased drastically
by 74.0 percent from 1,515,568 in 2019 to
394,177 cards in 2020, while transactions
processed through ATMs and POS terminals
increased from 18.3 million transactions
valued at E19.74 billion in 2019 to 18.4
million transactions valued at E20.43 billion.
The sharp decline in the number of ATM cards
especially the debit cards is attributable to
the removal of the old Maestro debit cards
that were still active on the payments
card system. International payment system
Mastercard is considering closing its
Maestro debit card brand worldwide due to
insufficient profitability of the brand and low
commissions on cards. Maestro brand was
CENTRAL BANK OF ESWATINI
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created by Mastercard in 1990. The usage of
cards faces competition from other payment
channels especially from mobile money
payment services (Appendix 16.2).

networks and registered an increase in the
number of ATMs and ADTs. The total number
of bank branches stood at 83 as at the end
of December 2020. The number of ATMs
and ADTs increased from 296 to 324 in the
same period (see Table 16), mainly due to
some banks extending their footprints in the
form of branch, and ATM and ADT networks/
operations, in addition to exploring more
efficient alternative channels such as
mobile phone banking, online/internet
banking services, cross-border remittances,
mobile money transfers in order minimise
operational costs.

The growth in ATMs and ADTs as well as POS
terminals activity indicates a rise in bank
intermediation and will increase access to
financial products and services.
12.5 Bank Branches and Automated
Teller Machines
As at end of March 2021, the banking sector
maintained the same number of branch

Table 16: Number of Operational Commercial Bank Branches and ATMs & ADTs
MEASURE/
YEAR ENDED

Commercial
Banks
**Commercial
Bank
Branches 44
ATMs and
ADTs

2013

2014

2015

2016

2017

2018

2019

4

4

4

4

4

4

4

2020 Change
in
current
period
4
0

44

42

61

65

66

67

83

83

0

189

230

255

251

246

286

296

324

28

3

3

3

2

2

Source: Central Bank of Eswatini

A reliable payment system instils confidence
among domestic and international investors
that their payments can always be processed,
even in the most extreme circumstances.
The ability of an RTGS system to provide
certainty of settlement without any risks or
with minimal payment risk is an essential
component of the financial infrastructure of
an economy.
12.6 Mobile Money Payment Systems
Currently, there are two Mobile Network
Operators (MNOs) providing mobile money
services: MTN Eswatini Limited through MTN
Eswatini Mobile Money, and Eswatini Mobile
through Eswatini Mobile e-Mali. However,
there are also non-MNO mobile payments
providers, such as Shoprite Money Transfer.
The year to June 2021 registered significant

64

CENTRAL BANK OF ESWATINI

growth in mobile money transactions. The
value of transactions grew in the second half
to June 2021. The surge in mobile money
transactions partly reflects the positive
impact of accommodative measures by CBE
and other stakeholders that allowed for free
mobile money transactions, free wallet-tobank and bank-to-wallet transactions with
mobile network operators, and no limits on
frequency of transactions between March
2020 and June 2021.
Mobile money operations continued to
achieve significant growth rates in the year
to June 2021. The mobile money network
did not encounter any major interruption in
the period under review and registered an
average systems uptime of 99.70 percent.
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The number of mobile money agents
increased from 5,902 in June 2020 to 8,670
in the year to June 2021. The number of
mobile money active customers improved
by 8.70 percent in the year to June 2021
from a growth rate of 19.00 percent in
the year to June 2020. This was largely
attributable to the implementation of
CBE Circular No. 1 of 2020 on policy and
regulatory relief measures, and guidance to
banks as issued in response to the COVID-19
pandemic. The circular encouraged banks
and MNOs to promote the use of digital
delivery channels and consider waiving

some of the fees and charges related to
electronic transactions.
The overall mobile money transactions
volume throughout the year ending June
2021 amounted to 9,071,786 with a value of
E1.84 billion. This represents a 7.70 percent
increase in the volume of transactions and
a significant growth of 44.6 percent in the
value of these transactions respectively,
when compared to the previous year
ending June 2020, where the overall mobile
money transactions volume was 8,420,187
with a value of E1.27 billion.

Figure 57: Total Value of All Transactions

Source: Central Bank of Eswatini
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Figure 58: Total Number/Volume of All Transactions

Source: Central Bank of Eswatini

12.7

Regulatory Developments

In the year to June 2021, the main focus
for CBE was to contribute towards the
migration from a single currency settlement
platform to the SADC-RTGS multicurrency
platform and implementation of the
SADC-RTGS cross-border low-value credit

BOX 1 REGULATORY DEVELOPMENTS
AFFECTING THE DOMESTIC FINANCIAL
MARKETS
Review of the Financial Institutions Act,
2005 and Central Bank Order, 1974
A review process of the Central Bank
Order, 197416 and the Financial Institutions Act, 200517 has been finalised.
Required consultation with internal
stakeholders has been conducted, as
well as with the World Bank Group and

16
17

Available: www.centralbank.org.sz.
Available: www.centralbank.org.sz.
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transfers system. CBE is also taking steps
to fully comply with the Principles for
Financial Market Infrastructures which
were issued by the Bank for International
Settlements (BIS) in 2012, aimed at helping
central banks to ensure and promote safe
and efficient payment systems and other
financial market infrastructures.

IMF. The Bank has consulted with various
strategic stakeholders, including banks,
to discuss in detail the fundamental
aspects of the FIA. What is outstanding
is for the draft Bills to be tabled before
Parliament and eventually assented to
by the King.
Financial Stability Bill
The Bank has, in addition to its primary
objective in the enabling legislation
(Central Bank Order, 1974 as amended)
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included a secondary objective, being
that of “… maintaining, promoting and
enhancing financial stability…” The
Bank intends to exercise its powers as
conferred, in terms of legislation, in a
way that will best maintain, promote
and enhance financial stability in the
country. When fulfilling its financial
stability function, the Bank must act
within a legislative framework agreed
on between the Minister of Finance and
the Governor of the Bank. Therefore, if
a systemic event occurs or is imminent,
the Bank is responsible for implementing
corrective measures to ensure financial
stability is maintained in the Kingdom
of Eswatini.
Flowing from that, the Bank with the
assistance of the IMF and the World Bank
Group has drafted the Financial Stability
Bill that will define the financial stability
mandate of the Bank and guide the
process of macroprudential surveillance

and institutional arrangements. The Bill
is currently with the Ministry of Finance
for the promulgation process.
Review of the National Clearing and
Settlement Systems Act, 2011
In terms of Section 4 (f) of the Central
Bank of Eswatini Order, 1974 (as
amended), the CBE is required to
perform functions, implement rules
and procedures and, in general, take
steps as may be necessary to promote,
regulate and supervise the efficient
and secure operation of the national
payment and settlement systems. The
emergence of new payment methods,
technological developments, services,
risks, participants and payment system
oversight has prompted the CBE to
review the National Clearing and
Settlement Systems Act, 2011 to ensure
adequacy of the legal framework.
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13

AGGREGATE FINANCIAL
STABILITY INDEX: JUNE 2021

13.1 Summary
The implications that economic developments have for financial stability are
summarized by the aggregate financial
stability index (AFSI). The AFSI is a macrocomposite indicator showing the direction
of financial stability and is informed by
financial development, financial vulnerability, financial soundness as well as
external economic climate conditions.
The AFSI closed at 0.58 in June 2021,
reflecting a 20.0 percent q-o-q decline
from the previous quarter (see Figure 59)

and implying that there are vulnerabilities
that could undermine the resilience of the
financial sector in the event of shocks to
the system. The weakening of the AFSI was
largely due to deterioration in the External
Economic Climate Index (EEC), Financial
Vulnerability Index (FVI) and Financial
Soundness Index (FSI).
On an annual basis, the AFSI strengthened
from 0.15 recorded in June 2020 to 0.58 in
June 2021. The annual improvement was
predominantly driven by the FSI and FDI
(see Figure 60).

Figure 59: Aggregate Financial Stability Index (AFSI); Quarterly - June 2021

Source: Central Bank of Eswatini

Note: The AFSI is designed in such a way that a positive z-score or an increase in the index means that
the index is improving compared to its corresponding historical average. An increase in the AFSI denotes a
reduction of systemic risks while a reduction denotes an increase in risks to financial stability.
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Figure 60: Year-on-Year AFSI - June 2021

Source: Central Bank of Eswatini

Note: FDI-Financial Development Index, FSI-Financial Soundness Index, FVI-Financial Vulnerability Index,
EEC-External Economic Climate Index. A higher value indicates increased financial stability while a lower
value indicates deterioration in the Financial Stability Index.
The trend in AFSI identifies three distinct developments in the financial system as external and domestic
developments occurred. These are:
a) The period of financial strain in the financial stability following the global financial crisis of 2007-2009.
b) Period of sustained improvement in financial stability (2010-2014).
c) A return of financial stress in 2015-2016 following government fiscal problems. Macroeconomic conditions
deteriorated during this period. The prolonged drought and a sharp decline in SACU receipts were severe
shocks to the economy. Expansionary fiscal policy worsened fiscal and external balances. Public debt rose and
domestic arrears accumulated, while the current account deteriorated and international reserve coverage
fell below 3 months import cover.
d) COVID-19 pandemic.

13.2 Short-Term to Medium-Term
Outlook
13.2.1 Aggregate Financial Stability Index
Medium-term forecasts reveal that there
will be a decline in the aggregate financial
stability index (AFSI). However, the
anticipated decline still places the index

above its historical average. The vaccine
rollout and relaxation of government
imposed COVID-19 restrictions are likely to
partly offset the downward pressure on the
AFSI in the third and fourth quarters of 2021.
However, the anticipated impact of political
unrest continues to pose a threat to the
financial system.
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Figure 61: AFSI estimates

Source: Central Bank of Eswatini

Feed forward neural network algorithm was used to produce the medium-term forecasts. The neural network
is a nonlinear autoregressive model, which links the features and the outcome variables through a sequence
of layers. The neural network consists of three layersand in each layer some operation is performed on the
input information to produce an output. The output of each layer is the input into the next layer.

13.3 Aggregate Financial Stability
Index Composition Breakdown
13.3.1 Financial Development Index
The Financial Development Index (FDI)18
rose by 5.50 percent in the quarter ended
June 2021 reflecting an improvement in
the level of financial system development

when compared to the first quarter of
2021. The improvement was largely on
account of improvements in the ratios of
banking sector assets to GDP, credit to
private sector corporates to GDP, and total
credit (excluding corporate credit) to GDP
(see Appendix 14.7).

Figure 62: Financial Development Index (FDI)

Source: Central Bank of Eswatini

18

Gives a measure of the level of financial system development.
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13.3.2 Financial Vulnerability Index
The Financial Vulnerability Index (FVI)19
reflected a 2.97 percent decline in Q2-2021
remaining below its historical average. This
implies that the financial system’s ability to
withstand shocks is impaired, which reflects
the possibility of a deterioration in the

financial system’s responsiveness to shocks.
This decline was driven by deterioration
in household indebtedness, total loans to
deposits, real effective exchange rate,
budget deficit to GDP ratio and government
debt service ratio.

Figure 63: Financial Vulnerability Index

Source: Central Bank of Eswatini

13.3.3 Financial Soundness Index
The Financial Soundness Index20 (FSI) declined
in Q2-2021 from its all-time high in Q1-2021.
This deterioration in the second quarter
of 2021 was due to an observed decline in
capital adequacy sub-index (Common Equity
Tier 1 (CET 1) capital and NPLs (less specific
provisions) to total capital), asset quality subindex (NPLs to total loans, specific provisions
to NPLs), earnings and profitability (return
on assets, total cost to income) as well as

19
20

weakened funding and liquidity (liquid assets
to total deposits and total loans to deposits).
However, on a year-on-year basis the FSI
increased significantly, mainly as a result of
improvements in the funding and liquidity
sub-index as well as the asset quality subindex. The earnings and profitability subindex on the other hand continued to weigh
negatively in the financial soundness index.

FVI measures how well the Financial System can respond to shocks.
Measures the solvency of financial institutions in the financial system.

CENTRAL BANK OF ESWATINI

71

FINANCIAL STABILITY REPORT

Figure 64: Financial Soundness Index

Source: Central Bank of Eswatini

Note: Capital Adequacy sub-index –Total Tier 1 CAR, non-performing loans (net of specific provisions) to
total capital. Asset Quality sub-index - non-performing loans to total loans (NPLS ratio), large exposures to
total gross loans. Earnings and Profitability sub–index - Return on Assets (ROA), net interest margin, total
cost to income. Funding and liquidity index – liquid assets to total deposits, total loans to total deposits and
short-term assets to short-term liabilities.

13.3.4 External Economic Climate Index
The External Economic Climate Index
(EEC) decreased in June 2021 from its
highest point observed in September 2020.
The main contributors to the decline
were mainly observed in the rise in the
South African inflation rate, World Bank
Commodity Price Index, Real Effective
Exchange Rate (REER) and an observed
deterioration in the JSE All Share Index.

However, on a year-on-year comparison
ending June 2021, there was an observed
224 percent year-on-year improvement
of the EEC. The index improved from its
lowest point recorded in June 2020. The
improvement was largely as a result of the
lowered SA bank rate and improvement in
the JSE All Share Index.

Figure 65: Financial Development Index (FDI)

Source: Central Bank of Eswatini
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Figure 63: Financial Vulnerability Index
BOX 2 CREDIT TO GDP
TOTAL CREDIT-TO-GDP RATIO
The total credit-to-GDP ratio places
the size of the financial system into the
context of the real economy. In addition,
the credit-to-GDP ratio has been used
as a simple metric of financial depth in
most research studies. It has been proven
that financial deepening has a positive
impact on GDP growth and prosperity;
however, when it is too pronounced
or too rapid, the advantages can be
eroded and instability can emerge21. If
credit extension grows in line with GDP
growth, the ratio remains unchanged,
and the financial sector is neither more
nor less reliant on the financial system
than before.
An increase in the credit-to-GDP ratio
to above its long-term trend, termed
the credit-to-GDP gap, can be used
as a metric of whether credit has
accumulated too quickly, and it can
also function as an early indicator of
financial shocks. In recent periods from
2018 to the second quarter of 2021
credit-to-GDP is reflecting a declining
trend but still lying above its long-term
trend. The credit-to-GDP gap spiked
in the second quarter of 2020 before
showing a further decline until second
quarter 2021.
A breakdown of the total credit-to-GDP
gap (see Figure 66) reveals a buildup towards a crisis, with a sustained
increase from Q1-2019 to stand at a high
of 8.97 percent in the last quarter of

21

2019, very close to BIS’s 10 percentage
points critical threshold. It eventually
dropped in the first quarter of 2020
and later picked up to its highest level
(13.01 percent in June 2020). In March
2021 it remained above the minimum
2 percent threshold but below the
maximum threshold of 10 percent.
In an evaluation of recurrent
systemic risks and when setting
the countercyclical capital buffer,
macroprudential
authorities
are
required to consider deviations of the
proportion of credit to GDP from its
long-term trend. For this appraisal,
different credit arrangements are
accessible, which contrast with regard
to how broadly they characterize credit.
The decline of the total credit-to-GDP
gaps as observed between the second
quarter of 2020 and the first quarter of
2021, is reflective of the subdued credit
extension by the banks to corporates.
The credit to-GDP-gap for credit
extended to corporates remains in the
negative territory and widened from
-1.44 percent observed in December
2020 to -6.88 percent in March 2021,
narrowing in June 2021 to -2.59
percent. This indicates that corporate
credit is below its long-term trend,
while the gap for credit extended to
households widened slightly from 1.6
percent observed in December 2020
to -0.62 percent in the first quarter of
2021 (see Figure 66), widening further
to -0.94 percent in June 2021.

Sahay et al., 2015: Rethinking Financial Deepening
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CREDIT-TO-GDP GAP DISAGGREGATED
BY TYPE OF CREDIT
The disaggregation of the credit-to-GDP
gap by type of credit provides insights
into the dynamics of the credit cycle
as well the contribution of the type of
credit to the changes in the total creditto-GDP gap.
Mortgage and unsecured credit gaps
reflected an excessive build-up of risk
in the system as they remained close to
the minimum threshold of 2 percent. On

the other hand, the motor vehicle credit
gap remained below zero and continued
to widen further in June 2021. This
indicates that credit extended through
unsecured loans is above its long-term
average trend. This might be a sign that
unsecured credit is accumulating too
quickly, and is an early indicator of an
impending financial shock. Motor vehicle
credit remained below its long-term
average in June 2021, with the housing
credit gap widening significantly from
its highest point observed in June 2021
(see Figure 66)

Figure 66: Credit to GDP

Source: Central Bank of Eswatini

(Table 23 in special chapter) gives a
summary of the proposed countercyclical
buffers as per Basel III. The total capital
ratio refers to the capital ratio of 10.5
percent introduced by Basel III. The
capital ratio was increased from the
8 percent minimum regulatory capital
under Basel II to 10.5 percent, with the
extra 2.5 percent arising from the new
capital conservation buffer. The Basel
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rules were then applied to the case of
Eswatini’s credit-to-GDP gap in order to
determine what capital charges would
have been, had the new countercyclical
rules been in place at a historical level.
The results are shown in Figure 60 A.4
above for capital charges.
The implementation of Basel III
countercyclical buffers by the Basel
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Committee on Banking Supervision
(BCBS), whose main objective is to
discourage excessive credit extension
relative to GDP growth of that
particular nation through increasing
capital charges. From 2011 to 2021
quarter on quarter there is evidence
of an acceleration in credit extension.
This is also evident in the period of
quarters two and four of 2020. If Basel
III regulations had been in place, capital
charges would have increased to 2.5
percent, which is the maximum of extra
capital required in such periods.
In 2018 and 2019, if countercyclical
buffers had been in place, a gradual
build-up of supplementary capital
would have had to be put in place;
however, the buffers would have been
reduced briefly towards the first and
second quarters of 2019. Nonetheless,
they would have quickly picked up again
after a few brief intervals.
Since Basel III countercyclical buffers
have not yet been implemented,
and the banking sector’s behaviour
is not modified in accommodation of
such buffers. It is indeed important
to identify periods of overheated
economic activity to be able to provide
estimates of the extent of essential
supplementary capital charges.
The Basel III rules serve two purposes:
to increase capital provision in times
of economic expansion or when the
economy is at the stage of overheating,
and secondly to release these buffers in
times when the economy is contracting.
Basel II rules required the banking sector
to maintain a total regulatory capital
ratio of at least 8 percent. Basel III, on
the other hand, increases this 8 percent
to 10.5 percent. This is done through
the introduction of a conservation

buffer of an extra 2.5 percent. The
further maximum of an additional 2.5
percent arises from the introduction of
countercyclical capital requirements.
If the countercyclical buffers had been
in place, in the second quarter of 2020
and fourth quarter of 2020, the capital
charges would have been set at the
additional 2.5 percent.
Conclusion
The Basel Committee on Banking
Supervision structured a gradual phasein of the Basel III bank rules. Basel III
implementation: some regulations
needed solely to be executed
through 2018 and beyond. The notion
underpinning this staggered approach
is to prevent an additional burden on
the still fragile world economy. Some
rules, such as those governing the new
minimum liquidity requirements, have
attracted criticism from banks, who
argue that even under the most benign
conditions they will nevertheless be
unable to comply.
The short-term minimum liquidity
standard, for instance, requires the
banking sector to hold a ratio of 100
percent of high-quality liquid assets to
net 30-day cash outflows in a prescribed
stress scenario. Many banks have
countered that, in certain jurisdictions,
there are insufficient high-quality liquid
assets available for the banking sector as
a whole in that particular jurisdiction.
Banks could face penalties for these
shortcomings
through
regulators’
increased capital requirements and
rating agencies’ downgrades.
However, the idea of implementing
flexible capital requirements that
increase in times of favourable economic
conditions and decrease in times of
economic turmoil is indeed sensible.
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Based on the BCBS rules, tests were
conducted on the financial sector space
of developed countries. The results
indicated that the BCBS proposals are
robust, reproducible and appear to
measure a fair amount of supplemental
capital that banks require in times of
economic overheating. However, this
might be a challenge and not hold true
for smaller countries, where insufficient
investigation has taken place to date.
It is encouraged that the national
macroprudential authority would reflect
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on consideration of more than one single
indicator and apply the judgements,
supported by using a range of analyses
that assist them to discover the role of
the economic system in the credit cycle
with respect to economic fundamentals.
It is fundamental to begin constructing
a robust, credible and transparent
countercyclical capital buffer regime
that policymakers will apply through
the credit cycle as soon as Basel III is
entirely carried out.

JUNE 2021 | Issue No.5

14
14.1

APPENDICES

Insurance Ratios
2018

2019 2020Q1 2020Q2 2020Q3
Short-Term Insurance

2020Q4

2021Q1

2021Q2

Risk (Reinsurance)
Retention Ratio

63.1%

63.0%

89.4%

47.1%

52.4%

61.0%

61.7%

65.4%

Claims (Loss) Ratio

20.6%

20.5%

37.7%

13.6%

14.8%

16.3%

21.4%

9.4%

Capital-to- Assets
Ratio

41.7%

46.1%

46.6%

42.9%

41.2%

47.1%

54.7%

49.5%

1.72

1.78

1.87

1.75

1.70

1.89

2.21

1.98

ROA

53.0%

15.9%

1.8%

5.1%

9.3%

13.3%

7.4%

8.6%

ROE

126.9%

34.5%

3.8%

11.8%

22.7%

28.3%

13.4%

17.4%

1.0%

2.9%

0.7%

3.0%

3.7%

4.5%

1.1%

2.7%

Expense Ratio

32.7%

68.7%

85.0%

72.6%

70.9%

66.2%

90.5%

45.5%

Combined Ratio

53.3%

89.2%

122.7%

86.2%

85.7%

82.5%

111.9%

9.4%

Insurance Density

544.7

621.1

106.7

386.7

525.7

654.1

162.8

426.1

Solvency Ratio

Penetration Ratio

Long-Term Insurance
Risk (Reinsurance)
Retention Ratio

89.8%

91.7%

92.5%

91.6%

90.1%

92.3%

92.1%

90.7%

Claims (Loss) Ratio

82.6%

47.5%

70.1%

56.9%

68.4%

66.5%

73.5%

75.6%

Capital-to-Assets
Ratio

13.2%

15.8%

10.1%

15.1%

14.1%

15.8%

14.4%

14.1%

1.15

1.20

1.11

1.18

1.16

1.19

1.17

1.14

ROA

22.0%

4.4%

-3.5%

2.9%

2.2%

4.6%

1.0%

1.7%

ROE

167.0%

27.7%

-34.9%

19.0%

15.8%

29.3%

7.2%

11.7%

Expense Ratio

128.6%

109.4%

5.2%

79.5%

103.0%

109.1%

152.5%

141.5%

Combined Ratio

211.2%

156.9%

75.3%

136.4%

171.4%

175.7%

226.0%

217.1%

Insurance Density

570.8

792.0

190.1

389.7

617.9

821.1

220.0

431.4

Penetration ratio

1.1%

3.0%

1.3%

3.0%

4.4%

5.6%

1.4%

2.7%

Solvency Ratio

Total Insurance Industry
Risk (Reinsurance)
Retention Ratio

76.8%

79.1%

92.5%

69.4%

72.8%

78.4%

79.2%

78.1%

Claims (Loss) Ratio

52.4%

35.6%

58.5%

35.4%

43.8%

44.3%

51.3%

42.7%

Capital-to-Assets
Ratio

14.2%

10.9%

4.2%

5.9%

10.7%

13.6%

4.0%

7.1%

1.22

1.01

1.20

1.26

1.24

1.27

1.27

1.25

ROA

27.5%

6.3%

-2.5%

3.3%

3.6%

6.2%

2.2%

3.0%

ROE

150.6%

30.2

-15.2%

16.1%

18.6%

28.9%

10.0%

14.4%

3.1%

3.9%

2.1%

6.1%

8.1%

10.1%

2.5%

5.4%

90.1%

95.2%

33.3%

77.1%

92.4%

94.3%

131.9%

101.6%

142.5%

130.8%

91.7%

112.5%

136.1%

138.6%

183.3%

144.3%

1,115.56 1,413.07

296.81

776.33

1,143.53 1,475.24

382.82

857.55

Solvency Ratio

Penetration ratio
Expense Ratio
Combined Ratio
Insurance Density
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14.2 Card Transaction Volumes and Values
2017

2018

2019

2020

Debit Cards Active
855,806
1,117,415
Number of Cards
(millions)
Volume of Payments
14,273
16,123
(millions)
Value of Payments
16.79
18.99
(E. billion)
ATMs &
Number of ATMs
246
286
ADTs
and ADTs
Volume of
10,851,454 11,614,417
Payments (000’s)
Value of Payments
14.3
16.1
(E. billion)

1,515,568

394,177

%
Change
-74.0

18,329

18,395

0.36

19.74

20.43

3.5

296

324

9.5

12,628,804

12,680,972

0.4

16.0

16.5

3.7

Pointof-Sale
Terminals

Active Number of
POS Terminals
Volume of Payments
Value of Payments
(E. billion)

3,101

2,921

3,186

3,354

5.3

3,421,872
2.5

4,508,793
2.9

5,700,221
3.8

5,713,929
3.9

0.2
2.7

Source: Central Bank of Eswatini

14.3

Performance of Digital Payments by Bank as at December 2020

Source: Central Bank of Eswatini
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Source: Central Bank of Eswatini

Source: Central Bank of Eswatini
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14.4 Payment Cards Usage
End Year

No. of Cards No. of ATMs

2011
2012

187,179
155,639

2013

381,591

2014

425,752

2015

384,487

2016

580,512

2017

855,806

2018

1,117,415

2019

1,515,568

2020

394,177

Change (%)

-74.0%

160

601

ATMs
Transactions
Volume (Mns)
8,020

182
189
230
255
251
246
286
296
324
9.5%

629
793
1,350
1,704
2,958
3,101
2,921
3,186
3,354
5.3%

8,527
9,665
10,106
10,348
11,506
10,851
11,614
12,629
12,681
0.4%

Source: Central Bank of Eswatini

14.5 Credit TO GDPs

Source: Central Bank of Eswatini
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No. of POS
Terminals

POS
Transactions
Volume (Mns)
1,014

946
1,203
1,651
1,997
2,556
3,422
4,509
5,700
5,714
0.2%
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14.6 Financial Vulnerability Index
Sub-Indices - June 2021

14.6.4 Total Deposits to M2

14.6.1 Domestic Inflation

14.6.5 Terms of trade

14.6.2 Current Account
balance to GDP

14.6.6 Public External Debt
to GDP

14.6.3 Real Effective
Exchange Rate
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14.6.7 Budget Deficit to GDP

14.6.8 Total Loans to Deposit

14.6.9 Household Indebtedness

14.6.10 Corporate Credit to Total Credit

2

Index

1
0

-1
-3

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

-2

14.6.11 Government Debt Service ratio
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2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Index

3
2
1
0
-1
-2
-3
-4
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14.7

Financial Development
Index: June 2021

14.7.4 Gross Official Reserves

14.7.1 Banks Total Assets/GDP

14.7.5 Pension Assets % GDP

14.7.2 Credit to Private to
Corporate/GDP

14.7.6 Interest Rate Spread
2

Index

1
0

-2
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

14.7.3 Total Credit

-1

(excluding corporate
credit)/GDP

14.7.7 Market Capitalization
% GDP
2

Index

1
0

-1
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

-2

CENTRAL BANK OF ESWATINI

83

FINANCIAL STABILITY REPORT

3.0
2.0
1.0
0.0
-1.0
-2.0
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

14.8.1 Capital Adequacy

14.9 Asset Quality

Index

14.8 Financial Soundness Index
Sub-Indices - June 2021

14.9.1 NPLS to total loans

14.8.2 Tier 1 CAR

14.9.2 Specific Provisions to NPLs

14.8.3 NPLs (Less Specific
Provisions) to Capital
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2004
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Index

5.0
4.0
3.0
2.0
1.0
0.0
-1.0
-2.0

1.0

0.0

Index

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

-2.0

-3.0
2004
2005
2006
2007
2008
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2010
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2013
2014
2015
2016
2017
2018
2019
2020
2021

Index
2.0

1.0

0.0

Index

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
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14.11.2 Total loans to deposits
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Regulatory Capital to Risk-Weighted
Assets
Regulatory Tier 1 Capital to RiskWeighted Assets
NPLs to Total Gross Loans
Return on Assets (ROA)
Return on Equity (ROE)
16.1
9.2
2.6
16.6

16.1
9.2
2.6
16.6

Jun-2019 Sep-2019
18.7
18.7

9.3
2.6
16.9

16.0
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13.3
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1.5
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13.6

14.6
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16.1: Selected quarterly financial soundness indicators for Eswatini
(percentage ratios)
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12.0
0.0
5.5
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6.4
41.6
3.0

39.0
3.1
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3.1

12.1

10.8
0.0
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14.4
8.9

11.8

12.21

16.0

9.3
7.1

15.3

16.1

18.2

Dec-2019

9.0
7.4

17.8

18.7

NPLs to total gross loans
9.2
NPLs to total deposits
7.3
Regulatory tier 1 capital to
risk-weighted assets
Sectoral distribution of gross loans (%)
Agriculture and forestry
10.7
Mining and quarrying
0.1
Manufacturing
4.7
Construction
2.7
Distribution and tourism
15.0
Transport and
6.0
communications
Community social and
4.9
personal services
Real estate
3.8
Other businesses (not elsewhere
6.9
included)
Personal and household loans
41.0
Other
3.8

Asset Adequacy

Capital Adequacy
Regulatory capital to risk-weighted
assets
Regulatory tier 1 capital to
risk-weighted assets
Leverage ratio

Jun-2019 Sep-2019
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4.2

8.2
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16.2: Commercial banks’ quarterly financial soundness indicators (percentage
ratios)
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Earnings & profitability
Return on assets
Return on equity
Net interest margin
Cost of deposits
Cost to income
Overheads to income
Liquidity
Liquid assets to total deposits
Total loans to total deposits
Market sensitivity
Foreign currency exposure to
regulatory tier 1 capital
Foreign currency loans to foreign
currency deposits
Foreign currency assets to foreign
currency liabilities
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0.0
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0.0
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122.8

0.0

9.8

37.6
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2.6
16.9
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0.0
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36.6
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2.2
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-78.7
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148.0

0.0

21.5

38.3
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1.5
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36.1
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1.2
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1,224,336

Investments and other securities

771,986

CENTRAL BANK OF ESWATINI
70,062

Borrowings from CBE

TOTAL LIABILITIES

Other liabilities

17,056,698

1,275,842

6,084

274,558

Due to banks abroad

Bills Payable

122,712

15,269,437

Due to banks in Eswatini

Deposits

LIABILITIES (E ‘000)

20,343,867

836,134

Other assets

TOTAL ASSETS

470,269

11,278,188

Net fixed assets

Net loans & advances

LESS: Provisions

12,050,174

2,402,222

Government securities

Total gross loans & advances

1,513,730

Due from banks abroad

5,646

Balances with CBE

Due from banks in Eswatini

353,870

2,259,472

Cash & cash assets

ASSETS (E ‘000)

Jun-2019

17,086,049

1,544,345

5,999

-

455,957

136,417

14,933,737

20,311,546

621,552

484,251

11,454,034

874,374

12,328,408

1,199,921

2,151,448

1,510,141

2,463

2,450,671

437,064

Sep-2019

16.3: Commercial banks’ quarterly balance sheet

17,885,730

1,187,843

5,858

-

349,795

58,455

16,282,922

21,230,957

807,278

521,119

11,480,266

924,403

12,404,669

1,030,456

2,476,751

1,250,852

6,975

3,098,297

558,963

Dec-2019

16,761,037

1,376,211

4,292

-

326,800

63,494

14,989,236

20,154,123

913,521

493,905

10,849,474

901,879

11,751,353

895,393

2,750,125

1,490,075

1,314

2,329,791

430,524

Mar-2020

18,535,776

1,353,595

4,291

-

203,788

107,035

16,865,915

21,906,700

864,577

540,349

10,899,980

943,853

11,843,832

1,725,414

3,084,736

1,391,618

1,093

2,964,427

434,505

Jun-2020

497,396

788,677

11,822,143

1,029,595

12,851,738

1,808,401

3,797,916

1,927,375

1,231

3,887,057

525,722

Dec-2020

372,310

772,436

11,329,290

1,009,052

12,338,342

1,746,183

4,284,800

2,143,544

2,855

3,958,032

520,207

Mar-2021

987,485

756,672

12,319,538

986,909

13,306,447

1,193,491

4,298,637

3,423,335

1,847

3,679,409

464,006

Jun-2021

820,040

988,962

961,061

7,372

-

257,395

51,456

20,409,738

1,498,398

3,585

-

426,239

25,596

21,704,521

19,073,992 21,671,852 21,687,021 23,658,339

5,333

-

249,476

38,654

20,558,349

5,287

-

300,932

47,938

17,730,873

22,381,624 25,055,918 25,129,657 27,124,420

485,619

804,914

11,149,498

1023448

12,172,947

1,436,247

3,277,077

2,092,639

133

2,675,120

460,378

Sep-2020
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3,747,143

TOTAL OFF-BALANCE SHEET ITEMS

Source: Central Bank of Eswatini

1,693,878

344,496

-

Unused loans/overdrafts
commitment

Guarantees & performance bonds

Letters of credit

OFF-BALANCE SHEET ITEMS (E ‘000)

3,154,558

207,304

Profit-Loss ( current year)

TOTAL SHAREHOLDERS’ FUNDS

740,193

Other reserves/subordinated
debt

2,109,929

12,737

Share premium

Retained reserves

84,396

Paid-up capital

CAPITAL (E ‘000)

3,926,550

1,549,210

392,807

-

3,120,528

193,177

739,445

2,063,133

40,378

84,396

3,360,170

1,692,358

549,488

-

3,240,259

312,349

741,659

2,061,477

42,023

82,752

4,937,262

2,530,287

466,865

-

3,288,118

83,694

751,160

2,328,489

42,023

82,752

5,425,081

2,376,032

455,285

-

3,270,885

110,304

777,295

2,258,511

42,023

82,752

4,243,991

2,417,634

253,414

-

3,205,831

42,081

780,798

2,258,511

41,689

82,752

3,268,225

1,573,361

198,177

-

3,280,499

388,202

780,734

1,986,788

15,423

109,352

3,945,171

2,487,834

179,239

-

3,337,343

109,286

791,851

2,311,432

15,423

109,352

2,920,215

1,985,149

270,931

-

3,366,044

121,387

808,203

2,311,680

15,423

109,352
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40,721

CENTRAL BANK OF ESWATINI
62,905

215,400
524,068

LESS: Corporation tax

NET PROFIT AFTER TAX

Source: Central Bank of Eswatini

739,468

1,982,764

642,828

Net profit before tax

TOTAL OFF-BALANCE SHEET ITEMS

Other Expenses

Premises, depreciation, transport

633,294

90,485

Provisions for bad debts

Salaries, wages, staff costs

6,890

546,363

Other interest expenses

Interest expense on deposits

EXPENSES (E ‘000)

2,722,232

Other income

TOTAL INCOME

32,563

Foreign exchange income

845,476

90,079

Interest income - others

Charges, fees and commissions

88,424

150,594

1,474,375

Interest income on deposits abroad

Interest income on Government
securities

Interest income on advances

INCOME (E ‘000)

Jun-2019

537,538

240,293

777,830

2,002,424

626,437

63,783

649,305

96,968

6,295

559,635

2,780,254

35,186

35,069

871,396

107,112

81,853

150,516

1,499,123

Sep-2019

547,365

240,374

787,738

2,025,392

631,445

65,739

653,243

107,477

6,636

560,852

2,813,130

101,786

36,435

884,451

113,253

89,809

145,877

1,441,520

Dec-2019

435,811

177,305

613,115

2,267,026

783,019

82,147

657,880

164,836

6,140

573,003

2,880,141

71,266

36,196

963,411

138,276

71,424

182,618

1,416,950

Mar-2020

335,543

137,219

472,763

2,268,927

803,070

42,454

665,320

228,689

9,106

520,289

3,270,885

2,741,690

100,630

904,341

133,604

74,633

183,322

1,313,580

Jun-2020

16.4: Commercial banks’ quarterly income statement, year-on-year figures

261,627

147,815

409,441

2,283,966

861,852

64,454

660,437

193,394

5,968

497,861

2,693,407

103,718

30,592

912,370

133,400

62,347

182,373

1,268,606

341,673

173,613

515,286

2,203,818

811,230

73,619

662,521

162,164

13,463

480,822

2,719,104

104,480

33,734

939,392

134,260

63,610

185,802

1,257,825

453,576

179,490

633,066

2,039,812

746,648

58,819

629,907

135,096

5,823

463,518

2,672,877

69,802

30,471

961,221

122,675

46,456

230,766

1,211,486

421,506

152,796

574,302

2,132,340

708,312

72,897

668,195

225,100

7,958

449,878

2,706,641

69,180

28,953

993,304

148,314

43,659

211,123

1,212,107

Sep-2020 Dec-2020 Mar-2021 Jun-2021
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CONTACTS
Physical Address
Head Ofﬁce
Mahlokohla Street
Mbabane
H100
Telephone: +268 2408 2000
Email address: info@centralbank.org.sz
Website: http://www.centralbank.org.sz
Postal Address
P.O.Box 546
Mbabane
Eswatini
Southern Africa
Branches
Matsapha Cash Centre
CNR 3&5 Avenue
Telephone: +268 2408 2735

