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Recent Economic Developments September/October 2023

HIGHLIGHTS ON SELECTED ECONOMIC
DEVELOPMENTS

Headline consumer inflation decelerated further to 3.5
per cent in September 2023 from 4.0 per cent in August
2023.

The discount and prime lending rates were unchanged in
September at 7.50 per cent and 11.00 per cent,
respectively.

During the month of October 2023, the Rand/Lilangeni's
exchange rate was weaker against the US Dollar.

Credit extended to the private sector decelerated by 0.3
per cent compared to August 2023 but grew by 8.8 per
cent year-on-year, to close the review month at E18.6
billion.

Broad money supply (M2) fell by 4.8 per cent month-on-
month and improved by 1.8 per cent year-on-year to
settle at E22.0 billion at the end of September 2023.

Preliminary gross official reserves grew notably by 20.9
per cent month-on-month and 12.2 per cent year-on-year
to settle at E9.2 billion at the end of October 2023.

As at end October 2023, total public debt was recorded at
E33.8 billion translating to an equivalent of 39.8 per cent
of GPD.

Eswatini recorded another trade surplus amounting to
E280.0 million in October 2023, much lower than the
E826.7 million surplus recorded in the previous month.

NB: The table shows the most recent available data.
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INDICATOR CHANGE
Inflation 3.5(Sep) ¥V
Rate (% y/y)

Prime 11.00 —
Lending (%)

Discount 7.50 —
rate (%)

Exchange 19.06 (Oct)A
rate (US$)

Private Sector Credit 0.3 (Sep) ¥V
(% m/m)

Broad Money (M2) 4.8 (Sep) V
(% m/m)

Reserves (months of 2.9 (Oct) /A
import cover)

Total Public Debt 39.8 (Oct)V
(% of GDP)

Trade Balance 0.3 (Oct) ¥

(% of GDP)
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Recent Economic Developments September/October 2023
1 PRICE DEVELOPMENTS

Headline consumer inflation decelerated further to 3.5 per cent in September 2023 from
4.0 per cent in August 2023. Disinflationary pressures were observed from both supply and
demand side considerations. From the supply side, food prices continued to moderate on a year-
on-year basis largely on account of high base effects from the previous year. Food inflation fell
to single digits for the first time in 14 months, registering a slower growth of 9.9 per cent in
September 2023 compared to 10.7 per cent in August 2023. The continuous moderation in food
inflation benefitted from slower increases in prices for ‘bread’, ‘selected oil & fats' and ‘meat &
meat products'. It is important to note, however, that some food items such as ‘rice & other
cereal products’, ‘milk & dairy products’ as well ‘sugar & sugar products’ have prices that are
growing at double-digit levels on account of second round effects of the Russia-Ukraine conflict.

This development has weighed negatively on input costs particularly in agriculture and agro-

processing related products.

Figure 1: Food and Overall Inflation Trends: October 2021 to September 2023
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Source: Central Statistical Office

From the demand side, inflationary pressures were also benign. Consumer inflation for ‘durable
goods' recorded a deflation of 3.9 per cent in September 2023 compared to a growth of 2.2 per
cent the previous month. The decrease was mainly attributable to a decline in purchasing prices
for vehicles on a year-on-year comparison. The growth rate for ‘CPI for semi-durable goods’

recorded 4.1 per cent in the month under review compared to 5.4 per cent in the previous
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month. The moderation in inflation for ‘semi-durable goods’ benefitted from slower increases in
the prices of ‘clothing & footwear’ and ‘household textiles’. Consumer inflation for ‘services’, on

the other hand remained unchanged at 1.0 per cent for the third consecutive month.

Figure 2: CPI Services and Durable Goods: October 2022 to September 2023

8.0
6.0
4.0
2.0
0.0
Oct-22-NBv-22 Dec-22 Jan-23 Feb 23" Mar-23=Apf-23 May-23 Jun-23  Jul-23  Aug-23 \Sep-23
-2.0

-4.0

-6.0

CPI FOR SERVICES CPI FOR DURABLES CPI FOR SEMI DURABLES

Source: Central Statistical Office

On a month-on-month basis, consumer prices rose by 0.4 per cent in September 2023,
compared to 0.2 per cent in the previous month. The increase was largely attributable to an
upsurge observed in the price indices for ‘transport’, ‘alcoholic beverages' and ‘recreation &
culture’. Transport inflation grew by 0.9 per cent due to a 150 cents per litre increase in the price
of domestic petrol prices effected in September 2023. Similarly, the price indices for ‘alcoholic
beverages & tobacco’ and ‘recreation and culture’ rose by 1.6 per cent and 0.5 per cent,

respectively.

Core inflation, (which is CPI excluding volatile items such as food, auto-fuel, and energy)
moderated further from 1.7 per cent in August 2023, to 1.5 per cent in September 2023. On a
month-on-month comparison, core inflation increased slightly to 0.2 per cent in the month under

review, from 0.1 per cent in the previous month.
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2 MONEY SUPPLY AND BANKING DEVELOPMENTS

The country’s net foreign assets decreased notably from E8.3 billion in August 2023 to E7.1
billion in September 2023. At this level, net foreign assets depicted a month-on-month and
year-on-year decline of 14.5 per cent and 14.0 per cent, respectively. The contraction was
recorded in both net foreign assets of the official sector and other depository corporations. Net
foreign assets of the official sector amounted to E4.6 billion at the end of September 2023, down
by 18.2 per cent from the previous month and higher by 2.0 per cent over the year. The month-
on-month decline was due to a net outflow of foreign exchange from trades with local banks as

well as payment of government’s fiscal obligations.

Net foreign assets of other depository corporations closed the month under review at E2.5
billion, reflecting a month-on-month and year-on-year contraction of 6.6 per cent and 33.2 per
cent, respectively. The reduction was mainly due to a decrease in the banks’ investments held
within the Common Monetary Area. Net foreign assets valued in special drawing rights (SDR),
settled at SDR283.8 million at the end of September 2023, reflecting a month-on-month and

year-on-year contraction of 14.3 per cent and 20.8 per cent, respectively.

Figure 3: Net Foreign Assets Monthly Changes: September 2022 to September 2023
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Preliminary gross official reserves grew notably by 20.9 per cent month-on-month and
12.2 per cent year-on-year to settle at E9.2 billion at the end of October 2023. Growth in
reserves was mainly attributed to the trimestral inflow of the Southern African Customs Union
receipts in the beginning of October 2023. The reserves were sufficient to cover 2.9 months'
worth of imports of goods and services, higher than the 2.4 months covered in September 2023.
Valued in special drawing rights (SDR), the reserves amounted to SDR376.3 million at the end of
October 2023, registering an increase of 23.0 per cent month-on-month and 7.6 per cent year-

on-year.

Figure 4: Gross Official Reserves and Import Cover: October 2022 to October 2023
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Source: Central Bank of Eswatini

Credit extended to the private sector decelerated by 0.3 per cent compared to August 2023
but grew by 8.8 per cent year-on-year, to close the review month at E18.6 billion. The
month-on-month decline in private sector credit was solely driven by credit to businesses. Credit
to other sectors of the economy as well as households & non-profit institutions serving

households (NPISH) increased over the month under review.

Credit extended to businesses amounted to E9.2 billion at the end of September 2023,
registering a decline of 1.8 per cent month-on-month and growth of 9.8 per cent year-on-year.
The month-on-month fall emanated from credit to the following subsectors: distribution &
tourism (-7.6 per cent), construction (-3.3 per cent), agriculture & forestry (-2.2 per cent) and

transport & communications (-0.5 per cent). The decline was partially offset by growth in the
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following subsectors: mining & quarrying (15.1 per cent), community, social & personal services

(2.3 per cent), manufacturing (1.4 per cent) and real estate (1.1 per cent).

Analysis of the business sector by size, showed that credit to small & medium enterprises (SMEs)
accounted for 30.2 per cent of total credit to businesses, registering growth of 1.6 per cent
month-on-month and 16.5 per cent year-on-year to reach E2.8 billion. Credit to large enterprises
accounted for 69.8 per cent of total credit to businesses, recording a fall of 3.1 per cent relative
to August 2023 and an improvement of 7.1 per cent year-on-year to close the review month at

E6.4 billion.

Credit extended to other sectors closed the review month at E1.2 billion, representing a month-
on-month and year-on-year growth of 7.3 per cent and 52.0 per cent, respectively. The
improvement was driven by credit to local government and other financial corporations, which
rose by 20.1 per cent to E71.9 million and 8.7 per cent to E910.8 million, respectively. Credit to

parastatals, on the contrary, fell by 0.7 per cent to E245.7 million.

Figure 5: Private Sector Credit Monthly Changes: September 2022 to September 2023
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Source: Central Bank of Eswatini & Other Depository Corporations

Credit extended to households & NPISH reached E8.2 billion at the end of September 2023,
depicting a month-on-month and year-on-year growth of 0.3 per cent and 3.3 per cent,
respectively. Growth was registered in all categories of credit to households namely; housing
loans which went up by 0.4 per cent to E4.1 billion, motor vehicle loans by 0.3 per cent to E1.0

billion and other personal (unsecured) loans by 0.2 per cent to E3.1 billion.
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Figure 6: Household Credit Monthly Changes: September 2022 to September 2023
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Source: Central Bank of Eswatini & Other Depository Institutions

Net claims on government by the banking sector settled at E3.3 billion at the end of September
2023, higher by 16.7 per cent month-on-month and 6.0 per cent compared to September 2022.
The increase stemmed from claims on government which rose by 4.9 per cent to E7.4 billion, on
account of an advance from the Central Bank. Government deposits, on the other hand, receded

by 3.2 per cent to close the month under review at E4.1 billion.

Broad money supply (M2) fell by 4.8 per cent month-on-month and improved by 1.8 per
cent year-on-year to settle at E22.0 billion at the end of September 2023. The month-on-
month contraction in M2 was in line with the decrease in both net foreign assets and private
sector credit. The reduction in M2 was depicted in quasi money supply contrary to observed

growth in narrow money supply (M1).

Quasi money supply stood at E13.3 billion at the end of September 2023, representing a
reduction of 9.4 per cent from August 2023 and growth of 5.4 per cent compared to September
2022. The month-on-month contraction in quasi money was observed in time deposits, which
decelerated by 11.6 per cent to E11.2 billion. Savings deposits, on the other hand, grew by 4.4

per cent to close the month under review at E2.1 billion.
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Figure 7: Money Supply Monthly Changes: September 2022 to September 2023
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M1 accelerated by 3.1 per cent month-on-month and contracted by 3.1 per cent year-on-year to
settle at E8.8 billion at the end of September 2023. The month-on-month improvement in M1
emanated from both components of M1, namely, Emalangeni outside depository corporations
and transferable (demand) deposits. As a result, Emalangeni outside depository corporations
and transferable (demand) deposits increased by 9.2 per cent to E850.3 million and 2.4 per cent

to E7.9 billion, respectively.

During the month of October 2023, the Rand/Lilangeni exchange rate depreciated against
the US Dollar while it appreciated against the Pound Sterling and Euro. When compared to
September 2023, the domestic unit weakened by 0.5 per cent to average E19.06 to the US Dollar.
In the month under review, the Lilangeni remained largely volatile hovering between a low of
E18.70 and a high of E19.20 mark to the US Dollar as the global risk aversion sentiments
continued. The local unit's depreciation against the US Dollar was mainly attributed to
unfavourable economic growth data in South Africa amid stronger-than-expected US GDP
figures and rising US Treasury yields. The Rand further tumbled as tensions in the Middle East

escalated and saw investors shun the emerging market currencies in favour of the Greenback.

Meanwhile, investor support for the Pound Sterling and the Euro struggled as concerns about
the risk of these economies slipping into a recession hardened. As a result, the Rand appreciated

by 1.4 per cent (to average E23.20) against the Pound Sterling and by 0.5 per cent (to average
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E20.17) against the Euro. The Lilangeni closed the month of October 2023 trading at E18.92 to
the US Dollar, E22.98 to the Pound Sterling and E20.05 to the Euro.

Figure 8: Average Exchange Rates: October 2022 to October 2023
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3 TOTAL PUBLIC DEBT

As at end October 2023, total public debt was recorded at E33.8 billion translating to an
equivalent of 39.8 per cent of GPD. This depicts a decrease of 2.0 per cent from E34.5 billion
recorded in September 2023. The decrease is on account of developments in both external and
domestic debt. Public external debt stood at E16.2 billion as at end October 2023, an equivalent
of 19.1 per cent to GDP. This shows that external debt decreased by 1.2 per cent in the month
under review. The decrease was due to a slight recovery of the Lilangeni against major foreign
currencies in which the country’s liabilities are denominated. Over 20 per cent of the change in

external debt is accounted for by exchange rate movements in the month under review.
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Figure 9: Total Public Debt: October 2022 to October 2023
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Public domestic debt stood at E17.6 billion an equivalent of 20.7 per cent to GDP as at end
October 2023. This indicates that domestic debt fell by 2.8 per cent from E18.1 billion recorded
in September 2023. The decrease was driven by settlement of the CBE Advance by government.

During the month, government further accessed E0.4 billion from the advance facility.

Figure 10: Outstanding Domestic Debt: October 2022 to October 2023

Tttt

PRREREN

E 5

= G

w Oct- Nov Dec Jan- Feb Mar Apr v- Jun- Jul- Aug Sep Oct- ©
22 22 22 23 23 23 23 ., 23 23 23 -23 23
e CBE Advance 1.0 14 18 08 13 18 0.7 15 18 07 15 18 0.8
m— T-Bills 37 37 36 36 33 32 34 33 30 31 32 32 35
Em Bonds 10.6 10.6 10.6 10.8 10.9 11.0 10.9 11.1 11.1 11.1 11.1 11.2 113
B | 0ans 18 17 18 18 18 18 18 19 20 19 19 20 19
I Total 17.1 17.4 17.8 169 17.4 17.8 16.8 17.7 17.9 16.8 17.7 18.1 17.6

@» @» % of GDP (rhs) 21.8 22.2 22.6 20.0 20.5 21.0 19.8 20.9 21.1 19.8 20.8 21.4 20.7

Source: Central Bank of Eswatini & Ministry of Finance

oy = ()
(F) -@B/. (@) (in)

—( www.centralbank.org.sz )
10 \



Recent Economic Developments September/October 2023

Table 1: Domestic Debt Instruments Outstanding by Holder as at October 2023 (E’ Million)

Treasury Government CBE Total Share of
Bills Bonds Advance Holdings
(%)
Commercial 1,843.2 2,366.8 0.0 4,210.0
banks
Other 218.7 1,143.4 0.0 1,362.1

Source: Central Bank of Eswatini & Ministry of Finance

While commercial banks continued to dominate participation in Government securities on the
shorter end of the yield curve, non-bank financial institutions dominate on the longer-term

securities.
4. THE EXTERNAL SECTOR

Eswatini recorded yet another trade surplus amounting to E280.0 million in October 2023,
much lower than the E826.7 million surplus recorded in the previous month. The narrowing
surplus was due to a reduction in exports performance, which posted a 3.0 per cent decline
month-on-month to E3.537 billion, coupled with a significant increase in imports, which
expanded by 15.5 per cent month-on-month to E3.257 billion. However, seasonally adjusted
trade data in October 2023 recorded a slight deficit of E55.3 million, with seasonally adjusted

exports and imports amounting to E3.005 and E3.060 billion, respectively.

On a cumulative comparison, the country recorded an improved trade balance surplus of E1.843
billion for the first 10 months of the year, higher than mild deficit of E75.1 million recorded in
the same period of last year. Cumulative exports for 2023 (January-October) amounted to

E30.324 billion, a notable increase when compared to 2022 cumulative exports of E26.294 billion.
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As at October 2023, imports amounted to E28.479 billion, also recording an increase from

cumulative imports of E26.380 billion recorded in 2022.

Figure 11: Merchandise Trade; March 2023 - October 2023
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The direction of trade has not shifted from South Africa being the dominant trading
partner, absorbing 68.5 per cent of exports in October, followed by Kenya at 4.9 per cent,
Nigeria at 4.7 per cent and lastly Zimbabwe at 2.6 per cent. Main exports to South Africa
included soft drink concentrates, sugar, wood, and textile products while the to the rest
of Africa, Eswatini mostly exported soft drink concentrate and sugar. On the import side,
the economy imported 77.9 per cent of goods from South Africa, while only importing
4.6 from Mozambique and 4.4 per cent of goods originated from China in the month.
The country imported fuel and energy from South Africa and Mozambique while

importing textiles, chemicals as well as equipment from China.

Detail in October 2023 export data illustrates an increase of ‘soft drink concentrate’
exports of 6.5 per cent month-on-month to E1.759 billion, accounting for 49.7 per cent
of total exports in the month. On a year-on-year basis, this was 27.3 per cent higher
compared to October 2022. ‘Sugar and sugar products’ on the other hand fell by 32.8 per
cent month-on-month to E726.2 million, whilst on a year-over-year comparison, sugar
exports were 20.6 per cent higher. Exports of ‘textile and textile apparel’ displayed a

sizable month-on-month increase of 29.2 per cent to E355.0 million, however, on a year-
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on-year basis this was 18.1 per cent lower. ‘Wood and articles of wood' also recorded a
fall of 8.0 per cent in October 2023 to E224.7 million, and 6.5 per cent higher when

compared with the same month in 2022.

The imports of major import commodities in the month increased, with ‘energy products’
including electricity import growing by 28.0 per cent month-on-month to E680.6, while
recording a 36.6 per cent increase year-on-year. The imports of food items in terms of
‘animal and vegetable products’ also saw an increase in the month to E306.0 million, 25.0
per cent higher than September 2023 and 10.3 per cent higher than October 2022.
Textile and textile apparel, especially textile inputs, increased by a meagre 1.3 per cent
month-on-month but 10.2 per cent lower year-on-year at E214.1 million. Imports of
‘Machinery and electrical equipment’ and ‘vehicles’ imports both grew by 0.4 and 9.3 per
cent, respectively, to E293.3 and E158.5 million. On an annual comparison, both imports
of equipment and vehicle were subdued, both recording declines of 39.5 and 8.6 per

cent respectively.
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Economic Policy, Research and Statistics Department
Kingdom of Eswatini Economic Indicators at a glance
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NB: For consistency, the table shows data up to the end of September 2023.




