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VISION, MISSION AND VALUES

VISIONISTATIENVIEN|TY

“To be a proficient Central Bank in the Eastern
and Southern African Region by 2022”

VIISSTONISTATIEVIENT}

“To foster financial sector stability
conducive to development in Swaziland”

IVANDATIE

The Bank seeks to achieve this mission by among other things:
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Formulating and implementing sound monetary policy to achieve financial
stability.

Regulating and supervising the financial sector to the end, achieving a sound
and efficient system.

Issuing and redeeming currency (notes and coins), which is legal tender in
Swaziland.

Acting as a banker, adviser and agent to the Swaziland Government on
monetary and financial matters.

Facilitating the development and operation of an efficient national payment
system.

Acting as lender of last resort to financial institutions and facilitate the
development of domestic financial markets.

Conducting research on monetary, financial and economic matters to support
monetary policy formulation.

Improving stakeholder relationships.

VALUES

Integrity - we work honestly and with integrity.

Transparency - we ensure transparency and openness in all we do.
Respect - we respect each other.

Excellence - we create a culture of quality and timeliness in our work.
Accountability - we are accountable to all our stakeholders.

Trust - we believe in our people and empower them.
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ACCRONYMS AND ABBREVIATIONS,

AACB
ACH
AfDB
AGOA
AIDS
ASYCUDA
AU
BCM
BOE
BoP
BPM
BSA
BSC
BSD
CAATS
CBS
CCBG
CFTA
CMA
COMESA
CPI
CRP
Cso
DFD
EAC
ECA
ECB
ECGS
EFTA
EPA
EPRS
ERM
EU
FDI
Fed
FIP
FSRA
FTA
GClI
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Association of African Central Banks
Automated Clearing House

African Development Bank

African Growth Opportunity Act
Acquired Immune Deficiency Syndrome
Automated System for Customs Data Administration
African Union

Business Continuity Management

Bank of England

Balance of Payments

Balance of Payments Manual

Bank Supervision Application

Balance Score Card

Bank Supervision Division

Computer Assisted Audit Techniques
Central Bank of Swaziland

Committee of Central Bank Governors
Continental Free Trade Area

Common Monetary Area

Common Market for Eastern and Southern Africa
Consumer Price Index

Common Revenue Pool

Central Statistical Office

Development Finance Division

Eastern African Community

Economic Commission for Africa
European Central Bank

Export Credit Guarantee Scheme
European Free Trade Association
Economic Partnership Agreement
Economic Policy Research and Statistics Department
Enterprise Risk Management

European Union

Foreign Direct Investment

US Federal Reserve
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Financial Services Regulatory Authority
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GDP
GMO
GSP
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Gross Domestic Product

Genetically Modified Organism

Generalised System of Preferences

Human Immuno Virus

Internal Audit activity

International Bank for Reconstruction and Development
Information and Communication Technology
International Monetary Fund

Investor Road Map

Individual Tenure Farms

Lower Usuthu Smallholders Irrigation Project
Macroeconomic and Financial Management Institute of Eastern & Southern
Africa

Multi-Fiber Agreement

Multilateral Monetary Agreement

Mobile Money Transfer

Monetary Policy Committee

Metric Tonnes
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Nominal Effective Exchange Rate
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Producer Price Index
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South African Reserve Bank

South African Revenue Services

Swaziland Cotton Board

Swaziland Dairy Board

Swaziland Electricity Company

Small Enterprise Development Company

Swaziland Energy Regulatory Authority

Swaziland Government

Swaziland Industrial Development Company
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World Economic Outlook
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1., GOVERNOR'S STATEMENT

Mr. Majozi Sithole - Governor

/

The IMF’s latest World Economic Report forecasts
global growth to average 2.9 percent in 2013, below
the 3.2 percent recorded in 2012. The sluggish global
growth in 2013 was accounted for by the world’s
major economies which continued to face structural
flaws and policy constraints that hindered increased
investment and faster economic growth during the
year. Furthermore, in advanced economies growth
remains unbalanced and sluggish with output far
below potential and unemployment at all-time
highs.

Global activity however strengthened in the second
half of 2013 and is expected to improve further in
2014 to 2015, largely driven by advanced economies.
In advanced economies, growth is expected to
increase to about 2% percent in 2014 to 2015, an
improvement of about 1 percentage point compared
with 2013. Key drivers to this outlook are continued
fiscal tightening and highly accommodative monetary
conditions. Growth will however not be evenly
robust across the globe, and more policy efforts are
needed to fully restore confidence, ensure robust
growth, and lower downside risks.

In developing economies and emerging economies,
overall growth was 4.7 percent in 2013 compared
to 5 percent in 2012. The Asian sub-continent has
been a key driver of global economic growth in
2013. Consumption was the biggest driver of growth

Central Bank of Swaziland

In line with the Bank’s mission
statement which is “To foster financial
sector stability conducive to economic
development in Swaziland,” the Bank
operationalized the Financial Stability
Unit in April 2014, as a Unit within
the Financial Regulation Department.
The Unit is mandated to conduct
macro-prudential surveillance of the
financial system in Swaziland.

coupled with increases in capital formation and
exports. China continues to drive economic growth
in Asia posting an annual growth rate of 7.9 percent
in 2013, up from 7.7 percent in 2012. Overall,
growth in emerging and developing economies is
expected to remain strong at 4.9 percent in 2014
and 5.3 percent in 2015, supported by solid domestic
demand, robust growth in exports, supportive fiscal,
monetary and financial conditions.

Sub-Saharan African economies grew by 4.9 percent
in 2013, remaining at the same level recorded in
2012. The growth in these economies was propelled
by strong growth in oil exporting and low income
countries. Growth in Sub-Saharan African countries
is expected increase to around 5% percent in 2014,
benefiting from improved global and domestic
conditions coupled with strong investment demand.
The Regional Economic Outlook for Sub-Saharan
Africa indicates that the region’s economy continues
to grow at a sustained pace despite rising external
financing costs, a deceleration in key export markets,
and weaker commodity prices.

Preliminary estimates for 2013 reflect that the
Swaziland economy performed relatively better
than in 2012. Recent estimates show that the
real economy expanded by 2.8 percent in 2013
compared to a revised estimate of 1.9 percent
in 2012. The notable increase in 2013 benefited
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from improvements in the secondary and tertiary
sectors. The secondary sector is estimated to have
accelerated by 4.2 percent in 2013 compared to 0.5
percent the previous year. The manufacturing sector
grew by 2.5 percent in 2013 compared to 0.2 percent
in 2012 mainly driven by increased production of
zippers, soft drinks concentrates and beverages,
timber products, fruit-cups and increased production
lines by manufacturing companies. Growth in the
tertiary sector mainly benefited from expansions
in the ‘wholesale and retail trade’, ‘transport and
communication’ and ‘government services’. Central
government services registered positive growth as
a result of the suspension of freezing posts and the
hiring freeze in 2013/14 which were implemented
for 3 years to 2012/13 fiscal years.

Swaziland’s consumer inflationary pressures were
subdued in 2013 mainly benefiting from lower food
and transport prices as well as slower increases in
administered prices. Headline inflation averaged 5.6
percent in 2013, down from 8.9 percent in 2012.
The slower increase in overall prices coincided with
introduction of new weights at the beginning of 2013
which resulted in a decrease in the weight for ‘food
and non-alcoholic beverages’ from 37.7 percent to
29.2 percent and ‘housing and utilities’ component
weight doubled from 14 to 29.2 percent. The change
in weights had a mild effect on inflation outcomes.

The major contributor to the decline in domestic
inflation were food prices; food inflation subsided
to single digit levels in 2013 averaging 5.7 percent
compared to 13.1 percent in 2012. Food inflation
benefited mainly from decreases in the price
of rice and slower increases in the price of meat
and other cereal products. Transport inflation also
decreased significantly from 8.1 percent in 2012 to
2.4 percent in 2013 mainly due to “base effects”
as administered fuel prices remained unadjusted for
most part of 2013 despite increasing pressures from
high international fuel prices coupled with a weaker
Rand/Lilangeni exchange rate in the period under
review.

In the short to medium term, elevated international
oil and food prices coupled with the weaker Rand/
Lilangeni against major trading currencies continue
to pose upside risks to the inflation outlook.
Inflationary pressures from the neighbouring South
Africa, where Swaziland sources nearly 90 percent of
its imports, will filter through to Swaziland inflation
developments. Upward adjustment in administered
prices such as the 9.5 percent increase in electricity
tariffs effected in May 2014 and a 25 percent hike to
be effected in July will exert pressure on inflation.

m Central Bank of Swaziland

In addition, further fuel prices adjustments remain
on the upside. Since fuel and electricity are inputs
cost (for manufacturers) their price increases will
filter through to other components in the CPI basket.

The Bank’s monetary policy stance remained stable
in 2013 allowing interest rates particularly the cost
of borrowing to be at historically low levels in an
effort to spur economic growth. Also underpinning
the stance were subdued inflationary pressures
resulting in lower inflation outcomes compared to
the previous year. Consequently, interest rates were
unchanged as the discount rate stood at 5 percent
and the bank’s prime lending rate at 8.5 percent
throughout the year under review. Year-on-year
growth in credit extended to the private sector
turned around from negative to double digit growth
rates particularly in the last quarter of 2013 and the
first quarter of 2014 reaching 20 percent at the end
of March 2014. This was a reflection of recovering
demand for credit largely underpinned by improving
economic activity and renewed confidence in the
economy after the fiscal crisis. Credit to the industry
sector, which is the main driver of the country’s
economic growth accelerated by 22.6 percent while
credit to the household sector increased by 17.1
percent.

Over the twelve months ended March 2014, gross
official reserves grew by 30.1 percent to E8,062.1
million. At this level, the reserves reflected an
estimated import cover of 4.2 months notably higher
than the 3.2 months cover recorded in March 2013.
The rise in gross official reserves was to a large
extent a result of persistently high SACU revenue
during the fiscal year 2013/14 combined with the
notable depreciation of the lilangeni/rand exchange
rate against major trading currencies over the year
under review. Short-term prospects for the country’s
official reserves are positive as SACU revenue for
the 2014/15 fiscal year is expected to remain high.
Medium to longer term prospects for the reserves
greatly depend on the government’s commitment
to programmes aimed at revenue broadening and
expenditure restraint. A threat on the reserves may
emanate from uncertainty posed by unresolved
issues surrounding a proposal of a new revenue
sharing formula within SACU member states.

The Minister of Finance presented an expansionary
2014/15 budget to Parliament under the theme:
“Invigorate Economic Growth, Create Employment
Opportunities and Accelerate Public Sector
Reforms”. The Budget was in line with His Majesty’s
Speech from the Throne when opening the 1st Session
of the 10th Parliament. The Minister emphasised
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that increased interventions will be on Agriculture,
Infrastructure  development, Communications
and Information Technology, Mining, Tourism
Development, Energy, Trade and Industry and
Financial Sector. These sectors will stimulate
economic growth, maintain macroeconomic stability,
and create employment opportunities and thereby
improving the welfare of the Swazi citizens.

Budget estimates for 2014/15 indicate that
Government will runabudget deficit of approximately
E1.05 billion, an equivalent to 3 percent of GDP. To
finance the deficit, the Minister of Finance indicated
that about E800 million will be sourced from the
domestic debt market. To support that, the Ministry
of Finance in consultation with the Bank has worked
out an auction calendar for Government securities’
issuance that can best support Government financing
needs and at the same time address investors’
diverse needs. The calendar has been published
to enable investors plan for their investments and
thereby invest more efficiently.

The full E800 million will be raised through
domestic, fixed-interest rate bonds. Reasons for
raising the funds through bonds issuances are mainly
to lengthen the yield curve and reduce roll-over
risk considering that as at end of March 2014, 63
percent of the outstanding government securities
were held in T-bills with the remaining 37 percent
held in Bonds.

Given the limited availability of local instruments,
government bonds are an attractive investment for
local fund managers. The Government Bond Issuance
Programme is aimed at building the domestic debt
market and assisting the country to establish a yield
curve by issuing benchmark bonds. The benchmark
bonds have been set at 3, 5 and 10 year tenures.
These objectives are in line with the regional
objectives of SADC, which would aid in establishing
a regional benchmark index for Southern Africa. The
establishment of the yield curve will also provide
a benchmark for the private sector to price its
securities.

The budget indicates that there has been an
improvement in domestic revenue collection
especially in Value Added Tax, Corporate Tax and
Personal Income Tax; courtesy of the Swaziland
Revenue Authority’s (SRA) efficiency in tax collection
and administration. There were no tax reforms
mentioned in the 2014/15 budget as Government
was still assessing if the reforms implemented
in 2013/14 were yielding the desired results.
Government should continue to explore means of
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enhancing revenue collection in a bid to mitigate
overreliance on SACU revenue. Efforts made by the
SRA to intensify domestic revenue collections are
commendable.

Swaziland’s balance of payments improved further
to a surplus of E1,826.4 million in 2013 from a
surplus of E1,303.3 million in the previous year.
The overall surplus in 2013 was largely accounted
for by an increase in net inflows in current transfers
coupled with a higher trade surplus during the year.

The current account registered an improved surplus
of E2,305.8 million in 2013 from a revised surplus
of E1,270.2 million the previous year. This surplus
is equivalent to 6.6 percent of GDP, higher than
the 4 percent in 2012. Accounting for this positive
development were sustained surpluses in both the
trade balance and current transfers. The trade
account posted a surplus of E1,950.8 million in 2013,
a significant increase from the surplus of E639.2
million recorded in 2012. Exports f.o.b. rose by
15.7 percent to E18,294.7 million in 2013, with 63
percent of the export earnings coming from South
Africa. Exports of miscellaneous edibles continue to
lead in terms of its share of export earnings with
export revenue amounting to E8,800.5 million in
2013. Sugar remained the second largest contributor
to the country’s export earnings in 2013, with export
earnings of £6,509.8 million.

The import bill increased by 7.7 percent to E16,343.8
million in 2013, reflecting increased demand for
imports coupled with high world oil prices and the
depreciation of the local currency against major
currencies.

The total stock of Foreign Direct Investment (FDI)
increased by 3 percent to E8,075.1 million in 2013
from E7,841.4 million in 2012. The key driver of this
movement was an increase in stocks of reinvested
earnings combined with a rise in the stock of other
short term capital. An analysis of FDI by type reflects
that reinvestment of earnings is still the major driver
of FDI in Swaziland, accounting for 51.8 percent of
the total stock of FDI in 2013. The stiff competition
for FDI in the region and globally also puts a strain
in the country’s ability to attract fresh investments
resulting in minimal growth in fresh FDI inflows
over the past years. On the other hand, the partial
implementation of the Investor Road Map (IRM)
has started to yield positive results, though some
challenges still remain. The IRM specifically targets
to improve all deficient areas identified by the World
Bank ease of doing business report. During 2013,
there was notable progress on improving conditions
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of starting a business and getting electricity.
However, high level corporation and commitment is
needed for full implementation of the IRM.

The Swaziland banking sector was stable, financially
sound and conformed to statutory prudential
requirements in terms of capital adequacy and
liquidity. The asset quality of banks improved during
the year with non-performing loans and advances
expressed as a percentage of gross loans at 7.6
percent in December 2013, lower than the 10.6
percent recorded in December 2012. However, their
profitability showed signs of deteriorating when
compared to the previous year, mainly due to a
decrease in net interest from core banking functions.
The banking sector assets grew by 16.1 percent to
E12.9 billion during the year ended December 2013
from E11.1 billion at the end of December 2012.
Net loans and advances consisted of 61.5 percent of
the banking sector assets, increasing from the 57.2
percent reported at the end of December 2012.

In line with the Bank’s mission statement which is
“To foster financial sector stability conducive to
economic development in Swaziland,” the Bank
operationalized the Financial Stability Unit in April
2014, as a Unit within the Financial Regulation
Department. The Unit is mandated to conduct macro-
prudential surveillance of the financial system in
Swaziland. Among its objectives, the Unit will assess
the robustness and efficiency of the financial system
and engage the relevant stakeholders to strengthen
the regulatory environment. This collaboration is
envisaged to inform policy makers on appropriate
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intervention and sanctions with respect to financial
stability.

The Bank has also embarked on the preparation of the
Financial Sector Strategy, with technical assistances
from the IMF and the World Bank. The Strategy is
expected to facilitate financial intermediation and
promote private sector development and inclusive
growth. To effectively implement the Strategy,
a comprehensive Financial Sector Development
Implementation Plan, with a prioritized time-bound
sequence of actions and roadmaps, will be prepared.

To foster cooperation and monetary integration at
the regional level, the Bank continues to participate
in the meetings of the Committee of Central Bank
Governors in the CMA, SADC, COMESA and Africa as
a continent.

| would like to extend my sincere thanks to the
Minister of Finance and his Officials, Board of
Directors, all staff of the Central Bank of Swaziland
as well as financial institutions and other key
stakeholders for their cooperation, commitment and
dedication to the attainment of financial stability in
Swaziland.

M. V. Sithole
Governor
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2.1 GLOBAL ECONOMIC DEVELOPMENTS
According to the International Monetary Fund’s (IMF)
April 2014 World Economic Outlook (WEO) report,
global activity strengthened by the year-end and is
expected to improve further in 2014 to 2015, largely
driven by advanced economies. The strengthening
of the recovery from the Great Recession in the
advanced economies is a welcome development.
But growth is not evenly robust across the globe,
and more policy efforts are needed to fully restore
confidence, ensure robust growth, and lower
downside risks.

Looking ahead, global growth is projected to
strengthen from 3 percent in 2013 to 3.6 percent
in 2014 and 3.9 percent in 2015. In advanced
economies, growth is expected to increase to about
2Y4 percent in 2014 to 2015, an improvement of about
1 percentage point compared with 2013. Key drivers
to this outlook being continued fiscal tightening and
still highly accommodative monetary conditions.

The world’s major economies continued to face
structural flaws and policy constraints that hindered
more investment and faster economic growth during
2013. Global growth of Gross Domestic Product
(GDP), adjusted for inflation, remained sluggish at
2.9 percent in 2013 lower than 3.2 percent recorded
in 2012.

The global recovery is still fragile despite improved
prospects and significant downside risks-both old and
new-remain aggravated by the recent emergence of
some new geopolitical risks. Overall, the balance of
risks, while improved, remained on the downside.

The IMF remained concerned about emerging
markets (EMs), and downgraded growth forecasts
of Brazil to 1.8 percent from 2.3 percent; South
Africa to 2.3 percent from 2.8 percent and Russia
to 1.3 percent from 2 percent among others. The US
is seen driving global growth helping the world to
withstand weakness of emerging economies. The IMF
also warned that most emerging markets are going
to face the reversal of flows in capital which is likely
to flow back to developing economies.

Overall, economic growth in emerging market
and developing economies is projected to pick
up gradually from 4.7 percent in 2013 to about 5
percent in 2014 and 5% percent in 2015. Growth is
expected to benefit from stronger external demand
from advanced economies, but tighter financial
conditions may dampen the emergence of domestic
demand in these countries.
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World Economic Outlook GDP Projections
2012 | 2013 | 2014

World Economy 3.2 3.0 3.6
Advanced Economies 1.4 1.3 2.2
Emerging and Developing 5.0 4.7 4.9
Economies : ) :
Sub-Saharan Africa 4.9 4.9 5.4
Source: IMF & WEO
April 2014

In emerging market and developing economies,
inflation is expected to decline from about 6
percent in 2013 to about 5% percent by 2015. Softer
world commodity prices in U.S. dollar terms should
help reduce price pressures, although in some
economies this reduction will be more than offset
by recent exchange rate depreciation. In addition,
activity related price pressures will ease with the
recent growth declines in many emerging market
economies.

According to the IMF World Economic Outlook, for
sub-Saharan Africa GDP growth is expected to be
around 5% percent in 2014 from around 4.9 percent
in 2013. The Regional Economic Outlook for sub-
Saharan Africa indicates that the region’s economy
continues to grow at a sustained pace despite rising
external financing costs, a deceleration in key
export markets, and weaker commodity prices. In
2014, real GDP growth is expected to benefit from
improved global and domestic conditions coupled
with strong investment demand.

2.2 INDUSTRIALIZED COUNTRIES

Global activity and world trade picked up in the
second half of 2013. Recent data even suggest that
global growth during this period was somewhat
stronger than anticipated. Final demand in advanced
economies expanded broadly as expected-much of
the upward surprise in growth was due to higher
inventory demand.

Financial conditions in advanced economies have
eased since the release of the October 2013 WEO,
with little change since the announcement by the
U.S. Federal Reserve on 18 December 2013 that it
will begin tapering its quantitative easing measures.
This includes further declines in risk premiums on
government debt of crisis-hit euro area economies.
In emerging market economies, however, financial
conditions have remained tighter following
the surprise U.S. tapering announcements, not
withstanding fairly resilient capital flows.
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The US Federal Reserve policy changes included
gradual tapering of its bond buying program, which
began in January 2014. By March 2014, the Fed had
scaled back its asset purchase programme to $55
billion from $85 billion in early January 2014. This
development saw the rise in sovereign bond yields
and putting some currencies under pressure.

In the United States, overall Gross Domestic Product
grew by 1.9 percent in 2013 compared with an
increase of 2.8 percent in 2012. US GDP contracted
by 0.1 percent quarter on quarter in the first quarter
2014, due to the harsh weather during the quarter
that hampered business activity and consumer
demand, resulting in the disappointing growth
data. US GDP growth is expected to increase to 2.8
percent in 2014, same as the 2012 GDP growth rate.
The pickup in 2014 will be carried by final domestic
demand.

US labour market indicators continue to reflect
significant improvement. The unemployment rate
declined to 6.7 percent in December 2013 from 7.8
percent in December 2012. Household spending and
business fixed investment advanced more quickly in
the second half of 2013, while the recovery in the
housing sector slowed somewhat. A positive outlook
for the US economy and sustained recovery bodes
well for a global recovery.

Inflation has been largely subdued all year and
remains well below the Fed’s target level of 2
percent. Inflation has been running below the Fed’s
longer-run objective, with longer-term inflation
expectations having remained stable. The average
inflation rate for 2013 was 1.5 percent reflecting
a decline from 1.7 percent in 2012. US CPI was
recorded at 1.5 percent, year on year, in March 2014,
the same level as in March the previous year. US
consumer price index inflation for 2014 is estimated
at 1.6 percent.

In 2013, the Eurozone economic recovery remained
very subdued and low inflation along with subdued
lending remained a concern, but signs of recovery
were seen in the latter part of the year. Data suggests
that the recovery in Germany, which is Eurozone’s
largest economy, seems to be improving. However,
the slow momentum in Eurozone growth may put a
damper on Germany’s recovery in the medium term.

For the year 2013, Eurozone GDP contracted by
a lower -0.4 percent compared to -0.7 percent in
2012. In the first quarter of 2014, Eurozone GDP rose
by 0.2 percent amid signs of persistent weakness in
the peripheral economies.
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As the Euro area turns the corner from recession to
recovery, growth is projected to strengthen to 1.2
percent in 2014 and 1.5 percent in 2015, but the
recovery will differ between the various countries
within the Euro zone. The pickup will generally be
more modest in economies under stress. High debt,
both public and private, and financial fragmentation
will hold back domestic demand, while exports
should further contribute to growth.

Eurozone annual inflation in 2013 was recorded at
0.8 percent, a significant decline compared to 2.2
percent recorded in 2012. Eurozone CPl reached
a low of 0.5 percent year on year in March 2014,
which remains less than half of the European Central
Bank’s (ECB) target of 2 percent and the lowest in
four years.

The ECB refinancing rate has been maintained at
0.5 percent for the first three quarters of 2013;
in November 2013 the ECB slashed the rate by 25
basis points to a record low of 0.25 percent. The
refinancing rate was maintained at this level up to
the end of the review period and the ECB President,
Draghi emphasized clearly the Bank’s commitment to
leave policy accommodative for as long as necessary.

Eurozone unemployment remained high during
2013 unchanged at 12 percent month-on-month in
December 2013. Continued deflationary pressures,
high unemployment and sluggish growth is likely
to spur ECB into considering further policy easing
measures in order to boost the fragile Eurozone
recovery.

The United Kingdom continued to record positive
GDP growth in 2013, reaching 1.8 percent against a
meagre 0.3 percent in 2012. UK GDP growth in the
first quarter of 2014 was confirmed at 0.8 percent
quarter on quarter seasonally adjusted after the
economy expanded by 0.7 percent in quarter four
of 2013. UK economic activity has been buoyed by
easier credit conditions and increased confidence.
Growth is expected to average 2V percent in 2014-
15, but economic slack will remain high.

UK inflation was elevated for a large part of 2013,
remaining above the Bank of England’s (BOE) target
of 2 percent, but has fallen in recent months. The
average CPI in the UK was 2.0 percent in 2013 down
from 2.7 percent in 2012. The UK CPI eased to 1.6
percent year on year rise in March 2014 against 2
percent recorded in December 2013, moving below
the BOE’s target of 2 percent and to the lowest level
since November 2009.
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The Bank of England (BOE) continued to maintain
interest rates at their historically low levels of
0.5 percent during the review period in an effort
to support GDP growth. The BOE has indicated
that it will keep interest rates low even after UK’s
unemployment reaches its 7 percent target because
there ‘remained scope to absorb the spare capacity’.

Japan, the world’s third largest economy expanded
by 1.5 percent in 2013 compared to 1.4 percent in
2012. Japan showed signs of a sustained recovery
in the second half of 2013, registering 0.3 percent
in the fourth quarter after the economy grew by
the same level in the third quarter. Japanese’s GDP
expanded 1.5 percent in the first quarter of 2014.

The average inflation rate for 2013 in the Japanese
economy was 1.6 percent, much higher compared
to 0.6 percent the previous year. Japanese CPI rose
to 1.6 percent year-on-year in December, from 1.5
percent in November. The uptick was mainly due
to increases in the cost of utilities and commodity
prices. By the end of March 2014, Japanese CPI had
risen by 1.6 percent year on year, but still below
the Bank of Japan’s target of increasing inflation
to 2 percent. The unemployment rate in Japan
declined to 3.7 percent in December, from 4 percent
in November, maintaining the lowest level since
September 2007.

As at December 2013, the Bank of Japan left its
monetary base target unchanged at ¥270 trillion,
while the monetary base expansion was left
unchanged at ¥60-70 trillion. The purchase of Japan
Government Bonds will increase at an annual pace
of ¥50 trillion.

2.3 DEVELOPING COUNTRIES AND
EMERGING ECONOMIES

In developing and emerging markets economies
(EMs), growth picked up slightly in the second half of
2013. Emerging markets and developing economies
recorded 4.7 percent GDP growth rate in 2013
compared to 5 percent growth in 2012. The emerging
and developing economies continue to contribute
more than two-thirds of global growth, and their
growth is projected to increase from 4.7 percent in
2013 to 4.9 percent in 2014 and 5.3 percent in 2015.

China, the second largest economy in the world,
continued to record significant growth in 2013,
though showing some signs of slowing down. Chinese
annual GDP expanded by 7.9 percent in 2013 from
7.7 percent in 2012.  In the first quarter of 2014
China’s annual GDP grew by 7.4 percent, slowing
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from a 7.7 percent expansion in the previous period,
as exports and imports contracted and growth in
fixed asset investment slowed.

Inflation in the Chinese economy remained within
the target of 3.5 percent in 2013. Average CPI for
China in 2012 was recorded at 2.0 percent, rising to
2.5 percent in 2013. As at end March 2014, Chinese
CPIl was recorded at 2.4 percent with food prices
remaining the biggest driver of inflation. A bottoming
and reversal in the recent Chinese slowdown will be
required to bolster growth expectations in 2014.

The South African economy continues to face
domestic and international headwinds, keeping
inflation high and GDP growth low. Over the year
2013 as a whole, the economy expanded by a
modest 1.9 percent down from 2.5 percent in 2012.
The SA economy regained some lost ground in the
final quarter of 2013 recording 3.8 percent growth,
up from a weak 0.7 percent in the third quarter.
Labour unrests constrained economic growth in the
South African economy during 2013. The 2014 first
quarter GDP contracted by 0.6 percent largely due
to the protracted mining sector strikes and a decline
in manufacturing sector output.

South Africa inflation remained below the targeted
3-6 percent for a large part of 2013, though breaching
the upper ceiling of the target in early 2014. The
average annual consumer inflation declined to 5.5
percent in 2013 from 5.7 percent the previous year.
The main drivers of inflation during 2013 were food
and non-alcoholic beverages and transport.

The latest figures highlight the inflationary pressures
emanating directly from the weaker currency as the
monthly rise mainly stems from higher food and
fuel prices. The South African Reserve Bank expects
inflation to average 6.2 percent in 2014, with a
peak of 6.5 percent expected in the fourth quarter
of 2014. Looking ahead, inflation is still expected
to remain outside the target band from the second
quarter of 2014 until the second quarter of 2015.
The biggest risk to consumer inflation remains the
volatile currency, with the upward pressure assessed
to be aresponse to the lagged effects of the exchange
rate depreciation rather than evidence of strong
domestic demand pressures. This scenario will be
further exacerbated by high wage settlements and
perhaps food prices.

Growth in South Africa (RSA) is projected to improve
only modestly as a result of stronger external
demand. The Reserve Bank of South Africa’s GDP
forecasts have been revised lower in January, with
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the 2014 projection revised to 2.8 percent from
3 percent while that for 2015 was revised to 3.3
percent from 3.4 percent.

The South African Reserve Bank’s Monetary Policy
Committee (MPC) maintained the repo rate at its
historical low of 5 percent during 2013 and decided
to hike it by 50 basis points to 5.5 percent in the first
quarter of 2014.

RSA’s unemployment rate declined to 24.1 percent
in quarter four 2013 from 24.5 percent in quarter
three, reflecting mainly a strong increase in informal
sector jobs.

2.4 REGIONAL DEVELOPMENTS

For small economies, linking up with larger, fast
growing markets is usually an important driver of
growth; Swaziland is no exception to this rule. Since
independence, Swaziland’s trade to GDP ratio has
consistently remained above 100 percent. Its major
trading partners are South Africa (with whom it is
linked through SACU and through the CMA), USA
(through AGOA), and the EU (through the interim
EPA).

The country is also a member of COMESA and SADC.
This reliance on trade comes at a cost. Swaziland
remains vulnerable to developments that are beyond
its control, such as the erosion of trade preferences,
terms of trade shocks or shocks such as the global
financial crisis of 2009. In the recent past, external
demand for some of Swaziland’s exports has suffered
because of the end of the Multi-Fiber Agreement
(MFA), the reform of the EU’s Sugar Regime and the
extension of sugar preferences to Least Developed
Countries under the “Everything But Arms” (EBA)
programme.

Membership in SACU and in the CMA plays an
important role in determining the country’s economic
environment as well as the policy instruments
available to Government.

Following below is a brief synopsis of some of the
regional groups:

2.4.1 Southern African Customs Union

SACU comprises of Botswana, Lesotho, Namibia,
Swaziland and South Africa. The main objective of
the SACU is to promote trade amongst its member
countries through the free flow of goods amongst
themselves. SACU currently represents the largest
market for Swaziland’s exports and is the main
source of the country’s imports.
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The Customs Union is currently engaged in the review
of the current Revenue Sharing Formula (RSF) which
could result in the amendment of the 2002 SACU
agreement. Other areas being reviewed include the
institutionalization of Summit, Common Negotiating
Mechanism, Competition Policy, Industrial Policy and
Unfair Trade Practices Annex.

2.4.2 Common Monetary Area

CMA comprises four members, namely Lesotho,
Namibia, South Africa and Swaziland. The CMA is
premised on the Multilateral Monetary Agreement
(MMA) which allows the South African Rand to
circulate freely in all three-member states alongside
national currencies. The agreement allows the free
flow of capital amongst the member states.

The main objectives of the MMA can be summarised
as the sustained economic development of the CMA
with special emphasis on the advancement of the
less developed member states and the acquisition
of equitable benefits for all members. The MMA
recognises that each of the contracting parties is
responsible for its own monetary policy and the
control of its financial institutions.

In 2013 the Central Bank of Swaziland continued to
participate in CMA discussions through its quarterly
meetings. Key to these discussions were the review
of the MMA, the pilot project on the cross-border
payments system and the usual review of economic
members performance.

2.4.3 Southern African Development Community
The SADC/FTA came into effect on 1t January, 2008
and it was launched in August of the same year. Since
1t January 2008 trade among SADC member states
has been 85 percent duty free, with the remaining 15
percent including sensitive products and exclusion
lists for member states’ schedules of commitments
to the FTA. Some of the benefits of SADC/FTA
include the reduction and elimination of tariffs
and non-tariff barriers (NTBs), easy cross-border
trade, increased market opportunities, the creation
of a value chain across the region, the lowering
of input costs, creating regional competition to
reduce consumer prices, and the possible increase
of employment opportunities.

SADC in the period under review continued to
negotiate an Economic Partnership Agreement with
the European Union. Other members of the SADC/
EPA grouping include Angola, Botswana, Lesotho,
Mozambique, Namibia and South Africa. The
deadline for concluding the negotiations is October
2014, after which EU will withdraw the Market



INTERNATIONAL DEVELORMENS; (continued)

Access Regulation (MAR 1528/2007). The regulation
allows Duty Free Quota Free access of goods from
SADC Member States to the EU market.

SADC also provide a forum for central banks under
the Committee of Central Bank Governors. The
CCBG held a number of meetings during the year
2013/14 where issues of monetary integration and
harmonization were topical. The CCBG also has a
number of subcommittees on different economic
sectors affecting monetary developments in the
region. Paramount amongst these was the SADC
Finance and Investment Protocol. Swaziland also
participated in the revived Peer Review Mechanism
Panel which brought together Ministers of Finance
and Trade, and Central Bank Governors. SADC has
also developed a Macro-economic Convergence
Criteria which is monitored on a regular basis for
further deepening the integration.

Following the successful implementation of the
SADC Integrated Regional Payment and Settlement
System as a Proof of Concept in the CMA countries,
the system is now being rolled out to three non-
CMA SADC countries, that is, Malawi, Tanzania and
Zimbabwe. The Rand continues to be the settlement
currency pending a conclusion of the discussions on
the appropriate currency by member countries.

2.4.4 COMESA

Swaziland is a founder member of the Preferential
Trade Area of Eastern and Southern Africa, the
predecessor to COMESA, whose main objective is to
strengthen the process of regional integration that
was initiated under the PTA to help Member States
achieve sustainable economic growth. COMESA
launched its Customs Union in 2009 and Swaziland
continues to trade in COMESA under a derogation
which allows her goods preferential entry to the
COMESA market without an obligation to reciprocate.
Since Swaziland is trading under derogation in
COMESA and the derogation has been linked to the
conclusion of the Tripartite FTA, if negotiations are
not concluded in the agreed timeframe there is a
possibility that discussions can be re-opened on the
derogation.

COMESA Regional Payment and Settlement System
continued its activities during the review period.
The Central Banks of Malawi and Uganda joined the
COMESA Regional Payment and Settlement System
during the period under review. The addition of
the two countries increased the membership to the
REPSS to five (5) countries after Mauritius, Rwanda
and Swaziland.
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2.4.5 Other Regional and International
Arrangements

2.4.5.1 The African Growth and Opportunity Act
Swaziland is among the countries that benefit
from AGOA, a trade initiative by the United States
Government for sub-Saharan Africa. This initiative
enables products from qualifying countries to be
imported into the US Duty Free, Quota Free. AGOA
[l came into force in 2004, and benefits to eligible
countries have been enhanced by the extension to
2012 of the Third Country Fabric Provision, which
allows for raw materials to be sourced from third
parties. AGOA beneficiaries have requested for an
extension of the Third Country Provision to 2015
when AGOA expires. This is an issue which is still
under discussion in the US. Swaziland currently
exports mainly textile and clothing products to
the US under AGOA. The major challenge is that
the US Government is concerned about the alleged
Government of Swaziland’s lack of measurable
progress on workers’ rights issues and the lack of
legal recognition for union federations.

Since the extension of the third country fabric until
2015 when AGOA expires, AGOA eligible countries
are lobbying for its extension beyond 2015.

2.4.5.2 COMESA-SADC-EAC Tripartite Free Trade
Area

Negotiations for the Tripartite FTA were first
discussed when the Heads of States and Governments
of COMESA, EAC and SADC met in Kampala on 22"
October 2008 and conveyed their message through
a communiqué. They called for the establishment
of a single Free Trade Area covering the 26
countries of COMESA, EAC and SADC. The Tripartite
was launched with three main pillars namely the
market integration, industrial development and
infrastructure development. Currently, on-going is
the market integration pillar where negotiations have
commenced after the adoption of the modalities for
the negotiations. Regional Economic Communities
are currently in the process of preparing offers
for exchange and commencement of negotiations.
Substantial progress has been achieved on a number
of areas such as Customs Cooperation, Sanitary
and Phyto-Sanitary and Technical Barriers to Trade.
Outstanding work is on Trade Remedies and Dispute
Settlement.

Timeframe on the conclusion of negotiations will be
extended asit is not possible to conclude negotiations
in 2014 given that there are still outstanding issues
mainly the exchange of offers and concluding the
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texts on Trade Remedies and Dispute Settlement.
Also outstanding is the Rules of Origin Annex which
will be subject to the tariff offers exchanged. This
will delay the commencement of negotiations of the
Continental FTA.

2.4.5.3 Proposed Continental Free Trade Area

The African Union Summit endorsed an African
Union Commission proposal for the establishment
of a Continental Free Trade Area (CFTA) covering all
the members of the African Union by an indicative
date of 2017. Furthermore, the AU Summit has
mandated the Conference of African Ministers of
Trade to convene a meeting for the adoption of the
work plan, modalities and principles towards the
effective launch of the CFTA negotiations in 2015.

2.4.5.4 Association of African Central Banks

The Association of African Central Banks is a
continental body where Governors of Central Banks
in the African continent meet to discuss issues of
monetary integration in the continent. Governors
meet to discuss various topics affecting central
banks in the continent and share their views and
experiences. One of the main agenda items in the
AACB is the formation of the African Central Bank.
Swaziland is an active member of the AACB and has
attended meetings of this forum.

2.4.5.5 Generalised System of Preference
Swaziland is a beneficiary of the GSP scheme, which
provides for goods that originate from developing
countries to be imported into industrialised countries
at reduced customs duties. The countries that grant
GSP include some of the EU member states, USA,
Canada, Japan, Australia, Russia and New Zealand.
A wide range of export products from Swaziland
enjoys market access to some of these economies
through the GSP scheme.

The European Union has since reviewed its GSP and
the possible implication could be that some products
that were receiving preference under the previous
regime might be subjected to customs duties.
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2.4.5.6 SACU-EFTAFTA

Swaziland is party to other trade arrangements,
under SACU with third party configurations. These
include the SACU-EFTA (European Free Trade
Association), which comprises Norway, Switzerland,
Iceland and Liechtenstein. The EFTA agreement
has been ratified by all member states and became
operational in May 2008.

2.4.5.7 SACU-MERCOSUR PTA

The other agreement at SACU level is the SACU-
MERCOSUR (Common Market of the South)
Preferential Trade Agreement (PTA) with Brazil,
Argentina, Uruguay and Paraguay. This has been
signed and will come into effect once the internal
national ratification process has been finalised by all
parties. Swaziland has ratified this agreement and is
still awaiting ratification by all Parties before entry
into force.

2.4.5.8 SACU-India PTA

SACU-India, negotiations are on-going; request and
offers have been exchanged between the Parties.
Negotiations on this agreement are moving at a
slow pace and there is a possibility that it would
be suspended due to the differing views by Parties
based on the level of ambition on the number of
tariff lines offered for negotiations.

2.4.5.9 SACU-TIDCA

The SACU-United States Trade, Investment and
Development Cooperation Agreement (TIDCA) is
an agreement on possible areas of cooperation
on various issues including Customs and Trade
Facilitation, Standards and Technical Barriers to
Trade, Sanitary and Phytosanitary measures, trade
and investment promotion and technical capacity
building.

Not much progress has been realized in the
implementation of this agreement and there are
no possible changes that are foreseen except that
a study has since been commissioned to identify
constraints affecting SACU’s exports to the US.
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3.1 ANNUAL REAL GDP DEVELOPMENTS
Preliminary estimates reflect that the real economy
expanded by 2.8 percent in 2013 compared to a
revised estimate of 1.9 percent in 2012. The notable
increase in 2013 benefited from improvements in
the secondary and tertiary sectors.

The primary sector is estimated to have remained
muted in 2013 despite continuous resilience of the
mining and quarry sector and improvements in the
crops produced under Swazi Nation Land. Maize
production recovered from 76,100 tonnes produced
the previous year to 81,900 in 2013 whilst cotton
production grew from 1,951 tonnes to 2,400 tonnes
over the same period. Production of crops (mainly
sugarcane and citrus) in the Individual Tenure Farms
(ITFs) was however affected by unfavourable weather
conditions characterized by storms and heavy rains
which partially affected the quality of the produce.
This resulted in a meagre 0.1 percent growth in the
ITFs sub-sector which carries a greater weight in the
agriculture sector. The mining and quarry sector on
the other hand is estimated to have grown by 28.8
percent mainly benefiting from increased coal and
iron ore production in 2013.

The secondary sectoris estimated to have accelerated
by 4.2 percent in 2013 compared to 0.5 percent the
previous year. The manufacturing sector grew by 2.5
percent in 2013 compared to 0.2 percent in 2012
mainly driven by increased production of zippers,

soft drinks concentrates and beverages, timber
products, fruit-cups and increased production lines
by manufacturing companies. However, growth in
the manufacturing sector could have been higher if
it were not for muted growth in sugar production
which suffered the effects of poor quality cane
due to heavy rains during the harvesting period.
On the positive side, the heavy rains benefitted the
domestic-hydro-power generation resulting in a 12.7
percent increase in the subsector of ‘Electricity,
gas and Water supply’ in 2013 recovering from a 5.8
percent decline the previous year. The construction
sector is estimated to have mainly benefited from
a notable increase in real capital expenditure and
improvement in the rate of implementation of
construction projects in 2013/14. Most of the capital
expenditure was directed towards road construction
and completion of the King Mswati Il International
Airport.

The tertiary sector is estimated to have grown by
3.2 percent in 2013 improving from 2.5 percent in
2012. Growth in the tertiary sector mainly benefited
from expansions in the ‘wholesale and retail trade’,
‘transport and communication’ and ‘government
services’. Central government services registered
positive growth as a result of the suspension of
freezing posts and the hiring freeze in 2013/14
which were implemented for 3 years to 2012/13
fiscal years.

Real GDP Growth Rates
Sectors 2009 2010 2011* 2012* 2013#
Primary Sector -1.3 3.5 8.5 3.8 0.0
Agriculture & Forestry -2.0 3.3 8.7 3.6 -0.3
Mining & Quarry -21.0 27.0 -16.6 37.1 28.8
Secondary Sector -2.8 -2.7 -2.1 0.5 4.2
Manufacturing -2.0 -3.2 1.5 0.2 2.5
Electricity, Gas & Water 5.7 9.9 -5.5 -5.8 12.7
Construction -3.0 -2.6 -34.8 9.5 23.6
Tertiary Sector 5.1 5.3 -1.2 2.5 3.2
Wholesale & Retail 4.9 4.5 -16.9 -4.3 4.0
Transport & Communication 5.6 9.2 2.7 19.3 8.5
Financial Intermediation 5.0 1.0 4.2 1.7 3.1
General Government 4.0 5.4 5.9 -1.8 1.2
Total 1.2 1.9 -0.7 1.9 2.8

Source: CSO, CBS and MEPD; *represents official provisional estimates by CBS and MEPD forecasting team as of January
2013 and # represent preliminary 2013 projections (not-official). (NB: The CBS uses these estimates pending availability
of official actual data produced by the CSO National Accounts section.). Estimations are based on data collected during
Annual Company Surveys, half year data collected from big companies, trade accounts and government accounts.
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Medium term growth prospects would be mainly
reliant on developments in the export sector. Such
developments include among others extension of
preferential trading agreements such as AGOA and
EPAs. The loss of the AGOA market for 2015 would
affect the performance of the textile, fruit canning
(fruit-cups), curios and other agricultural products
that benefited from the access to the USA market
through the AGOA arrangment. EPAs on the other
hand, support a sizable proportion of total exports
which are destined to the EU market including sugar,
meat, citrus and forestry products among others.
Thus, preserving trading agreements with the EU
will be critical for growth. On the other hand, the
expansionary fiscal policy in 2013/14 and 2014/15
fiscal years especially increases in the allocation and
implementation of government capital program is
expected to feed positively to growth in the medium
term.

3.1.1 Maize

The distribution of rainfall during 2012/13 cropping
season was favourable and encouraged farmers to
cover more maize growing areas. The area under
maize cultivation improved by 17.7 percent to 61.3
thousand hectares in 2012/13 compared to 52.1
thousand hectares in the previous season. In line
with the increase in area planted, maize production

rose from 76,019 metric tonnes in 2011/12 season
to 81,934 metric tonnes in the period under
review. However, due to erratic weather conditions
characterised by dry-spells in the middle of the
season, yields were lower at 1.34 tonnes per hectare
in 2012/13 compared to 1.46 tonnes per hectare in
the previous season.

Despite the improved harvest in 2012/13, maize
production fell short of domestic consumption
requirements necessitating continued dependence
on imports to cover the deficit. Commercial maize
imports (from RSA) by National Maize Corporation
amounted to 22,760 metric tonnes in 2012/13
marketing season, 4.7 percent lower than 2011/12
import volumes. The decrease in commercial imports
by NMC was mainly associated with increased food
aid by NGOs and a shift in preferences for starch
products from maize to other cereal products.

Maize trading continues to be dominated by the
informal market which retains artificially high
prices. Despite increasing prices from E1,950 per ton
in 2011/12 to E2,435 per ton in 2012/13, NMC who
is also a buyer of last resort for domestic produce,
was only able to source 4,032 metric tonnes from
local growers in 2012/13 compared to 6,364 metric
tonnes in the previous year.

Maize Production
2009/10 2010/11 2011/12 2012/13
Area (‘000 Ha) 58.3 70.3 52.1 61.3
Production (‘000 Mt) 75.1 84.7 76.0 82.0
Imports (‘000 Mt) 40.0 33.2 23.9 22.8

Source: Ministry of Agriculture and Cooperative and National

Maize Corporation

Prospects for maize industry are positive in the
medium term. In 2013/14 planting season, there
was adequate rainfall received in most parts of the
country aided a significant improvement in area
planted. Area planted increased by 40 percent to
86,754 metric tonnes in 2013/14 with an estimated
output of 101,000 metric tonnes. Future prospects
for 2014/15 heavily rely on the disbursement of an
Indian loan that will focus on the increasing fleet of
subsidized tractors to farmers to minimize delay in
cultivation. The project will potentially add about
132 tractors to the existing fleet. Challenges still
remain especially the increasingly erratic weather
conditions associated with climate change. Dry-spells
in weather conditions are frequently experienced
during January and February when most produce
is at its critical stage resulting in lower yields per
hectare harvested. In addition, crop failures can be
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attributed to other agronomic factors such as poor
variety selection, non-fertilizer application, weeds
and soil sustainability.

3.1.2 Cotton

Cotton production improved by 23 percent from 1,951
metric tonnes produced in 2011/12 season to 2,485
metric tonnes in the 2012/13 season. Good rainfall
which was received during the planting season
(September-January) allowed on-time planting
and contributed to the increased production. The
domestic cotton price rose to E5.15 per kg in 2012/13
from E4.90 per kg in 2011/12, encouraging farmers
to increase their produce. The total number of
small-holder farmers involved in cotton production
increased from 2,222 in 2012 to 2,951 in 2013. This,
coupled with improved technical support provided
by the Swaziland Cotton Board and government
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extension services, significantly enhanced cotton
production. Area under cotton cultivation increased
to 3,000 hectares in the 2012/13 season from 2,800
hectares planted in 2011/12 season. However, there

were difficulties in the supply of (non-GMO) delta
cotton seed varieties which prevented the area
planted from reaching the initial projection of 4,000
hectares.

Cotton Production
2009/10 2010/11 2011/12 2012/13
Production (Mt) 2,349 2,138 1,951 2,485
Area (‘000 Ha) 3.0 2.9 2.8 3.0
Value to Growers (E’Million) 10.2 9.8 9.6 12.8
Average Price (E/Kg) 4.40 4.70 4.90 5.15
Planting Seed Sales (Mt) 40.4 42.0 35.0 36.0

Source: Swaziland Cotton Board

In line with the rise in seed cotton production,
cotton lint and fuzzy seed production increased in
2012/13 season. Lint production improved to 941
tonnes in 2012/13 from 785 tonnes the previous
year. Fuzzy seed production increased by 23 percent
to reach 1,342 tonnes in the period under review.
Cotton lint and fuzzy seed continue to be sold in the
local market though demand continues to outstrip
supply. In the period under review, sales for the lint
and fuzzy seed amounted to E12.3 million and E3.1
million respectively.

Prospects for 2013/14 season are mixed. On the
positive side, the industry will benefit from the
persistent increase in the prices over the years as
this provides incentive to the farmers. Prices are
set to increase by 7 percent in 2013/14 season with
the top grade attracting E5.30/kg from E5.15/kg in
2012/13. The good prospects are however hindered
by the GMO legislation that discourages potential
investment in the industry. Sourcing non-GMO seed
varieties is becoming scarce; there are emerging
problems in the supply of seed varieties (Delta- a
short-season variety) which in the recent years
has been converted to GMO. This is imported from
South Africa and requires special permit to import.
Swaziland now relies on the long-season variety
(Alba) imported from Zimbabwe. Also, with the long

dry spells in November 2013 and the heavy rains that
delayed cotton planting for the 2013/14 season,
cotton production may be slightly affected.

3.1.3 Citrus

The citrus industry performed better in 2013
compared to 2012 despite the continued reduction
in the area under citrus production due to high
competition with profitable cash crops (i.e.
sugarcane). Citrus production increased by 8.9
percent to 57,536 tonnes in 2013 compared to 56,819
tonnes the previous year. The increase in production
boosted total sales volumes as they increased by 7.4
percent in the period under review.

Export volumes rose by 4.2 percent from 28,647
tonnes in 2012 to 29,863 tonnes in 2013. However,
the increase in export volumes did not translate
to increased receipts due to generally dampened
fruit prices in the overseas markets. In addition,
the quality of the fruits was affected by weather
conditions coupled with the traffic congestion in
the Durban port during the marketing period which
delayed fruits reaching intended destination on
time. As a result, exports receipts fell from E87.4
million in 2012 to E84 million in 2013. The decrease
in export receipts would have been more pronounced
were it not for the weaker exchange rate which
cushioned export revenue in local currency terms.

Citrus Production

2010 2011* 2012 * 2013#
Area Planted (Ha) 1,818.2 1,731.5 1280.0 1217.2
Production (Mt) 69,170 78,418 56,819 57,536
Exports (Mt) 31,909 36,060 28,647 29,863
Exports (E’Million) 95.0 103.5 87.4 84.0
Domestic Sales (Mt) 35,371 43,235 23,573 26,207
Domestic Sales (E’Million) 31.9 40.0 35.4 42.1

Source: Central Bank Surveys
*Revised # preliminary
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The domestic market continued to provide an
alternative market for citrus fruits. Domestic sales
volumes increased by 11.2 percent to 26,207 tonnes
in 2013. Domestic sales revenue surged from E35.4
million in 2012 to E42.1 million in 2013 benefitting
from the combination of increased domestic sales
volumes and improved prices.

Prospects for the citrus industry are not promising.
Citrus production continues to be compromised
by changing climatic conditions caused by global
warming. During the last quarter of 2013, there was
a severe hailstorm that destroyed nearly two-thirds
of the citrus crop and 20 percent of bananas in one
of the largest citrus plantations in the country. This
will significantly decrease citrus production in the
medium term. On the market front, the changing
consumption patterns in the European market
remains a long-term threat to this sector.

3.1.4 Forestry

The forestry sector in Swaziland involves the
farming of pine, eucalyptus and wattle trees for the
production of round wood timber, saw logs, pulp
and biofuel, mining timber and different varieties
of finished products from timber. Following severe
forest fires experienced in 2007/08 that destroyed
a sizable proportion of forest plantations in the
country and culminated into closure of the pulp
mill at Bhunya in 2010, the forestry sector has
been on a recovery trajectory in recent years. Most
plantations have shifted from planting pine which
had a maturity life span of 16-30 years to planting
eucalyptus which have a shorter lifespan of 8-12
years thereby enabling companies to earn returns
that recover their investments much quicker.

Production and sales of round timber and saw logs
improved significantly in 2013 relative to 2012. The
production of round-wood logs grew by 6.5 percent
whilst production of saw-logs more than doubled in
2013. On the negative side, the production of mining
timber was muted mainly due to slowing demand for
the product as mining companies (mainly in South
Africa) continuously shift from using mining timber
to steel for their underground support.

Prospects for the timber sector are bright. Most of
the trees that were replanted after the 2007/08
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forest fires have started maturing hence the stock for
harvest have increased. This is expected to increase
the forestry output in the medium term. There has
been continuous investment towards value addition
in this sector including production of fine finished
products. These include inter alia; laminated desk
tops, doors, ceilings, skirting, flooring and chip
boards. However, the sustainability of this sector
requires huge minimization of potential threats such
as forest fires, hailstorms, droughts and invasive
forest insects such as sires wasp and pitch canker
fungus.

3.1.5 Livestock

The livestock subsector benefited from abnormally
high rains which improved the conditions of
rangelands throughout the country. However
due to the hypothermia disease which attacked
malnourished cattle in September 2012, the stock
of cattle decreased marginally in the period under
review. According to the livestock census undertaken
by the Ministry of Agriculture and Co-operatives,
cattle population stood at 627,486 in 2013 compared
to 633,954 in 2012. Cattle mortalities remained
relatively high at 5.6 percent in 2013 but slightly
lower than 5.9 percent recorded the previous year.

Total cattle slaughters (including commercial
abattoirs, butcheries and those slaughtered for
home consumption) increased by 5 percent from
53,914 in 2012 to 56,607 in 2013. About 52 percent
of total slaughters were done at a commercial scale
including those done by the export abattoir, SMI.
Commercial slaughters recorded 29,278 in 2013
compared to 27,929 in 2012. Slaughters done at
household level, which represent informal sector
remained on an upward trend increasing from
25,985 in 2012 to 27,329 in 2013. Other livestock
such as goats and sheep slaughters remain highly
informal at home consumption level with a small
proportion reported in commercial abattoirs. Only
384 commercial goats’ slaughters were recorded
in 2013 compared to 314 the previous year. On the
other hand, there is notable commercial activity in
the piggery sub-sector. Commercial pigs’ slaughters
amounted to 15,579 in 2013 with an estimated
carcass value of E19.7 million. This is however lower
than 16,366 pigs slaughtered the previous year with
a carcass value of E20.7 million.
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Livestock - Cattle

Total Total Commercial Mortality
Year Population Slaughters # Slaughters Deaths Rate (%)
2010 611,581 47,902 21,897 30,103 3.5
2011 616,459 48,414 24,263 27,417 4.5
2012 633,954 53,914 27,929 37,341 5.9
2013 627,486 56,582 29,278 35,096 5.6

Source: Min. of Agriculture & Cooperatives

Note: # Total slaughters include commercial slaughters at abattoirs and slaughters for home consumption

Developments in the beef export markets were
mixed. On the positive side, Swaziland was able to
meet and exceed its Norwegian market quota of
500 metric tonnes for the second consecutive year.
SMI exported 701 metric tonnes of boneless beef
to the European market in 2013 compared to 692
metric tonnes in 2012. On the negative side, the
Mozambique market performed sluggishly due to
lack of a VAT-refund system between Swaziland and
Mozambique. Walk-in Mozambicans who purchase
beef directly from SMI do not receive the 14 percent
VAT refund (on basis of exports being zero-rated) yet

they face an additional 17 percent VAT charge from
the Mozambican side. This has seriously discouraged
trade between Swaziland and Mozambique for
the Mozambican importers. Owing to the muted
performance of the Mozambique market total
beef volume exports dipped by 18.3 percent from
1,402 metric tonnes in 2012 to 1,146 metric tonnes
in 2013. A better performance from the European
market coupled with a weaker Rand/Lilangeni
exchange rate cushioned a fall in exports receipts
as they fell marginally from E85.9 million in 2012 to
E85.3 million in 2013.

Beef Exports
2009 2010 2011 2012 2013
Exports (Mt) 1,238 1,400 1,339 1,402 1,146
Value of Exports (E’000) 50,338 62,178 70,637 85,888 85,252

Source: SMI

Prospects for the livestock sector are mixed.
Poor range management, poor animal husbandry
practices, poor take-off rates (high calf mortalities),
and poor quality due to high cost associated with
cattle breeding and feedlotting are some of the
main challenges that persist in the livestock sub-
sector. On the positive side, production of processed
meat is projected to remain on the upward trend
as there is continuous investment on improving
productivity and efficiencies mainly by the export
abattoir. Subject to continuity of trade agreements
with the EU (mainly the EPA), the EU market and
Norwegian market are a good prospect for the beef
industry in the medium term.

3.1.6 Sugar

Sugar production decreased marginally by 0.7 percent
to 653,337 metric tonnes in the 2013/14 cropping
season from 658,137 metric tonnes produced in the
2012/13 season. Heavy rains during the peak months
for harvesting caused delays in the harvesting and
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haulage of cane. This affected the quality of cane
delivered to the mill thereby resulting in poor sugar
and sucrose yields in the season under review.

In line with the decrease in production, total sugar
sales fell by 2.9 percent in the 2013/14 marketing
season. Export sales to the EU market decreased by
6.7 percent to 339,250 metric tonnes in the 2013/14
marketing season compared to a record high of
363,666 metric tonnes in the 2012/13 season.
Penetration of the EU market was marginalized
by oversupply of world sugar in this market in the
period under review. Despite lower volume sales and
depressed EU sugar prices, export receipts increased
by 21.3 percent to reach E2.2 billion in 2013/14
season compared to E1.8 billion in the previous
season. The notable increase in export receipts
benefited from a weak Rand/Lilangeni exchange rate
against the Euro. On average, the Rand/Lilangeni

depreciated by 21.6 percent in 2013.
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Sugar Production and Sales
2010/11 2011/12 2012/13 2013/14
Production (Mt) 582,019 646,781 658,137 653,337
Exports (Mt) 333,192 305,377 363,666 339,250
Value of Exports (E’Million) 1,103.9 1,185.3 1,818.3 2,205.1
Domestic (SACU) Sales (Mt) 309,483 309,611 302,043 307,918
Value of Domestic (SACU) Sales (E’Million) 1,330.6 1,481.7 1,574.9 1,662.8

Source: Swaziland Sugar Association

Sales to the domestic (SACU) market rose slightly
by 1.9 percent to 307,918 metric tonnes in 2013/14
season compared to 302,043 tonnes sold in the
previous season. Domestic sales were however
30,000 metric tonnes lesser than targeted because
of increasing influx of Brazilian sugar to the SACU
market which restrained Swazi sugar volumes
destined to this market. Domestic sales revenue
amounted to E1,662 million in 2013/14 marketing
season from E1,575 million in the previous marketing
season.

Prospects for the sugar industry are mixed. Production
is expected to increase buoyed by increased
sugarcane production as a result of expansion of
area under cane mainly under the Lower Usuthu
Smallholder Irrigation Project. The area under
sugarcane production is projected to increase by 607
hectares with an anticipated increase in yields; sugar
production is projected to increase by 4 percent in
2014/15. On the marketing side, international sugar
prices are expected to decrease in the medium term
mainly due to over-supply of sugar from major sugar
producers (i.e. Brazil and India). The decreases in
world sugar prices would also inevitably affect the
preferential EU market prices and thereby affect
sales returns from this market. On the positive side,
exchange rate movements will also be an important
factor in the 2014/15 marketing season. A sustained
depreciation in the Rand/Lilangeni exchange rate
against major trading currencies will somewhat
cushion returns from non-SACU sales.

3.1.7 Mining and Quarrying

The mining sector output has grown by more
than 4 times in the past two years mainly due to
the coming on stream of iron ore production and
improvements in coal production during this period.
Coal production increased significantly following the
construction of 30 metre upthrow in 2012 linking to
new coal seam which has higher coal yields. Coal
production volumes jumped by 68 percent to record
257,090 metric tons in 2013 from 152,284 metric
tons produced in 2012. Coal sales revenue amounted
to E245.7 million in 2013, up from E158.3 million in
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2012 benefiting from the combination of increased
volumes and slight increases in coal prices.

Iron ore production which commenced in the last
quarter of 2011 recorded a 22 percent increase to
1.26 million metric tonnes in 2013 from 1.03 million
metric tons in 2012. The iron ore mining company
invested a sum of E300 million in 2012 and 2013
commissioning a treatment plant and grinding plant
that was aimed at improving its product quality. The
completion of the two plants resulted in more iron
(and less waste) extracted and transported compared
to the previous year when the project was initiated.
The improvement in quality significantly enhanced
the value of sales of iron ore. Extracts worth E558.6
million were exported to Mainland China in 2013
compared to E393.7 million exported in 2012.

On the contrary, quarry production lost momentum,
declining by 5.1 percentin 2013 following a significant
49.5 percent jump in 2012. Quarry volumes recorded
297,704 cubic metres in 2013 compared to 308,440
cubic metres in 2012. Despite the decrease in quarry
production volumes, sales revenue increased by 39
percent from E20.6 million recorded in 2012 to E28.5
million in 2013. The increase in sales revenue can be
attributed to increases in the price and quality of
the quarry produced in the period under review.

Prospects in the mining and quarry subsector
remain positive in the short to medium term. Coal
production is expected continue benefiting from
the coal seam with relatively high yields. However,
the coal mine experienced geological and technical
problems in the beginning of 2014 which somewhat
disrupted their operations, thereby affecting
projected production volumes. Improved quality
iron ore production is expected to stay positive in
the medium term. In addition to coal and iron ore,
prospects for gold mining remain in the medium
term though moving at a slower pace than expected.
Prospects for quarry production are also promising
in line with anticipated construction developments
from both private and public sector.
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Production and Value of Mineral Sales
2011 2012 2013
Production Volumes
Coal (Mt) 121,050 152,284 257,090
Quarried Stone (M) 206,341 308,440 292,704
Iron Ore' (MT) 79,553 1,032,230 1,258,560
Sales Value (E’Million)
Coal 116.6 158.3 245.7
Quarried Stone 21.4 20.6 28.5
Iron Ore! 46.6 393.7 558.6
Total Sales 179.6 572.7 832.6

"Iron ore production commenced in October 2011 through the re-opening of the Ngwenya Iron Ore mine
Source: Mining Department, Ministry of Natural Resources and Energy

Notes: Mt = Metric Tonnes, M?> = Cubic Metres

3.1.8 Electricity Consumption

After falling for two consecutive years, domestic
power generation expanded by 25.1 percent, hitting
a record high of 346.6 GWh in 2013/14 compared to
277 GWh in 2012/13. The significant improvement
benefitted from good rains in 2013 which kept dams
and reservoirs at high levels, thereby supporting
internal hydro-power generation. In addition,
complementary power generation from the
Ubombo Sugar co-generation project continued to
contribute positively to the national grid. Excess
power generating from Ubombo Sugar amounted to
44.4 GWh in 2013/14 from 37.2 GWh in 2012/13,

accounting for 12.8 percent of total domestic power
generation.

Domestic electricity consumption increased in
2013/14 with total consumers recording an 11.5
percent increase from the previous financial year
level. Notable increases were observed in the
‘commercial’ and ‘irrigation power and bulk’
customer categories which account for the largest
proportion in sales volumes. In line with the increase
in the number of customers, sales volumes rose to
1,035 GWh in 2013/14 from 939.3 GWh in 2012/13.

Electricity Consumption
2010/11 2011/12 2012/13* 2013/14#
Domestic Generation (GWh) 333.4 312.8 277.4 346.6
Imports (GWh) 805.5 813.4 821.9 859.9
SEC Sales (GWh) 976.8 955.1 939.9 1,035
Feature of the year Wet Medium Medium Wet

NB: * revised figures # Preliminary (unaudited) figures, Domestic generation for 2011/12 and 2012/13 includes power

generated by Ubombo Sugar
Source: Swaziland Electricity Company

Despite the significant increase in internal power
generation, Swaziland Electricity Company (SEC)
was only able to satisfy a third of the total electricity
demand in the country, with the rest of the demand
met through imports predominately from ESKOM
South Africa. Imports amounted to 859.6 GWh in
2013/14 from 821.9 GWh the previous year.
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SEC continued to work on projects geared towards
improving efficiency, quality and reliability and
stability of supply. Efficiency gains are envisaged
through a system with distribution management
capability known as the SCADA Project. To improve
quality and reliability of supply SEC continued its
construction of new and rehabilitation of existing
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substations. However, the major challenge for
this subsector is the continued over reliance on
imports which are increasingly uncertain and more
expensive due to electricity supply shortages in the

3.1.9 Water Consumption

region. Hence the need for the country to intensify
and implement projects that will increase domestic
power generation to self-sufficiency levels cannot
be overemphasized.

Treated Water Consumption
2010 2011 2012 2013
No. of active Connections 31,243 29,613 31,165 32,555
Consumption (Million KL) M3 12.260 12.630 12.885 12.861

Source: Swaziland Water Services Corporation
Notes: M= Cubic Metres

The total number of connections for treated water
reached 32,815 in 2013 compared to 31,165 in 2012.
Domestic connections which account for more than
90 percent of total connections grew by 4.9 percent
while commercial and other connections increased
by 9.5 percent. The supply of treated water which
is mainly in urban areas currently has coverage of
93 percent. Treated water consumption increased by
2.7 percent to 13.23 million kilolitres cubic metres
in 2013 compared to 12.86 million kilolitres cubic
metres in 2012. The increase in consumption mainly
benefited from a 9.7 percent increase in commercial
sales

Within its mandate to supply clean treated water in
Swaziland, the Swaziland Water Services Corporation
(SWSC) in collaboration with the Government of
Swaziland and other partners continued to facilitate
major treated water projects in the country. Projects
to improve water supply include pipeline upgrading
in Nhlangano, refurbishment of the Ngwane Park
sewer treatment plant and upgrading of water
supply at Ezulwini among others. Rural areas are
also targeted for improved water supply; on-going
projects include treatment plants at Lomahasha,
Somtongo, Matsanjeni and Siphofaneni. To assist in
maintaining water sustainability in the country, SWSC
aims at increasing the water storage reservoirs.

Despite continuous improvements by the relevant
entity, there still remain concerns on the security
and sustainability of water supply which can
potentially affect development especially for fast
growing industrial towns.

There is an urgent need for the construction of
raw water storages in the country, in particular,
the proposed Nondvo Dam which will improve the
reliability of water supply in the Mbabane-Manzini
corridor. Projects like the new Bio-Tech Park stand
to benefit from this dam for without it water supply
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to the Park and other upcoming projects will be
compromised. This is because the Matsapha water
treatment plant has almost reached maximum
capacity whilst the quota for raw water abstraction
from the Usushwana River has reached the limit.

3.1.10 Construction

The construction sector expanded in 2013 mainly
driven by growth in real capital expenditure
and improvement in the implementation rate of
government capital projects in 2013/14 fiscal
year. Government capital program focused on
road construction and continued implementation
of millennium projects. These projects included
Mbhadlane - Sikhuphe link road, Siphofaneni - St.
Phillips road, completion of the King Mswati llI
International Airport: most of which are still on-going
projects. Apart from public sector works, the private
sector continued to expand on buildings construction
for residential and commercial purposes - mainly for
office spaces and shopping centres.

Different indicators for construction activity however
depicted mixed trends. The total number of building
plans completed was somewhat stagnant recording
147 units in 2013 compared to 149 units the previous
year. The slight decrease was mainly explained by
the fact that most of the big private construction
activity was still on-going (about 90 percent
complete) at the end of 2013, thus not yet reflected
in total buildings completed. This also translated to
a huge drop in the value of building plans completed
as they declined from E765.2 million in 2012 to
E144.2 million in 2013. Quarried stone production
also slowed by 5.1 percent in 2013 following a huge
jump of 49.5 percent in 2012. On the other hand,
the value of real imports for construction material
(mainly cement) surged by 10.4 percentage points in
2013 compared to the level observed in the previous

year.



DOMESTIC ECONOMY (continued)

Construction
Year Approved Building Plans Completed Buildings
No. of Plans E’Million No. of Buildings E’Million
2010 487 563.2 85 72.7
2011 729 684.9 134 123.2
2012 653 438 149 765.2
2013 728 656.3 147 144.2

Source: All Municipalities

Prospects for the construction sector remain positive
in the medium term. The leading indicator for
private sector construction activity, total building
plans approved, increased by 10.3 percent to 728
units in 2013 compared to 653 units in 2012. The
total number of building plans approved amounted
to E656.3 million in 2013 from E438 million in
the previous year. The number of units approved
was mainly driven by residential buildings whilst
commercial buildings dominate in terms of the
value of the approved buildings. Huge growth is also
expected from the public sector. The 2014/15 fiscal
year budget allocation depicts a 44 percent increase
in envisaged capital expenditure. Approximately 81
percent of the total capital expenditure focuses on
completing on-going projects while 19 percent is a
provision for new capital projects.

3.1.11 Investment and Development Projects
Investment is a major factor for sustainable growth.
Investment ratios for the country have been on a
downward trend for the past decade as Swaziland
increasingly struggled to attract fresh FDI and
changing global landscape characterised by trade
liberalization has intensified competition and
affected competitiveness of domestic firms in global
markets. Perception based indicators of global
competitiveness index and World Bank ease of doing
business for Swaziland has worsened in recent past.
The 2014 ease of doing business ranked Swaziland
badly in indicators for starting a business, enforcing
contracts, getting electricity, trading across borders
and protecting investors.

In response to the challenges faced by the Swaziland
investment environment, His Majesty King Mswati
lll, in April 2012 launched an Investor Road Map
(IRM) which is mainly aimed at improving Swaziland
rankings in the GCI and the World Bank Ease of Doing
Business. The IRM specifically targets to improve all
deficient areas identified by the World Bank ease
of doing business report. During 2013, there was
notable progress on improving conditions of starting
a business and getting electricity. However, high
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level corporation and commitment is needed for full
implementation of the IRM.

The partial implementation of the IRM has started to
yield positive results, though some challenges still
remain. Swaziland Investment Promotion Authority
(SIPA) whose mandate is, among others, luring and
promoting FDI in the country and is one of the main
stakeholders facilitating the implementation of the
IRM, recorded a notable increase in investment
projects approved. At the end of 2013/14 financial
year SIPA had attracted 48 investment projects
(cumulatively) worth E15,694 million compared to
26 projects at the end of 2012/13. Of the approved
projects, 7 projects commenced in 2013, of which
3 are new with a capital value of E100 million.
Investment was mainly towards the forestry and
manufacturing sectors. The seven projects started
in 2013 are expected to create 2,500 employment
opportunities.

With a notable increase in the number of
projects in the pipeline, the future prospects on
investment from SIPA perspective are bright. The
continuous implementation of the IRM will help
improve investment climate and make Swaziland
more competitive in attracting investment. SIPA
anticipates an implementation of 10 projects in
2014. Major investments for 2014/15 are envisaged
in the energy sector. On a commitment basis, about
E7.85 billion worth of investment has been pledged
in the energy sector promising at least 3,250 jobs.
A majority of investments are Greenfield projects,
mostly for renewable energy. Investment interests in
this sub-sector spans from Solar PV energy, natural
gas, biomass and thermal power generation. Other
investments are foreseen in the agri-business,
construction and engineering and manufacturing
sectors with a potential of more than 4,000 jobs.

The Swaziland Investment Development Corporation
(SIDC), a private development finance institution
which finance projects in different sectors through
equity, loans, finance leasing and factory buildings
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for lease recorded stagnant growth in 2013/14 in
most portfolios except equity. This was mainly due
to liquidity constrains arising from limited access
to funding and increased competition from other
financial sector players in the market.

For the financial period ended June 2013, SIDC
approved 17 new projects worth E15.6 million
compared to 14 projects that were worth E29.5
million in the financial year ended June 2012. From
previously approved projects, 5 projects commenced
in 2013 with a value of E17.5 million and promising
250 job opportunities. The implemented projects
are mainly in the agricultural sector.

Future prospects for SIDC are positive following
a capital injection by Nordic/Southern Africa
Development Community which will provide
adequate financing for projects in the pipeline.
New investment opportunities are envisaged in
the agricultural sector especially for cattle and
baby vegetables. However, opportunities in the
manufacturing sector remain muted as incentives
for new manufacturing investors remain limited.

3.2 PRICES

Price Developments

Consumer inflationary pressures were subdued in
2013 mainly benefiting from lower food and transport
prices as well as slower increases in administered
prices (such as fuel and electricity). Headline
inflation averaged 5.6 percent in 2013 compared to
8.9 percent in 2012. The slower increase in overall
prices coincided with introduction of new weights in
the beginning of 2013 which resulted in a decrease
in the weight for ‘food and non-alcoholic beverages’
from 37.7 percent to 29.2 percent and ‘housing and
utilities’ component weight doubled from 14 to 29.2
percent. The change in weights had a mild effect on
inflation outcomes.

After recording double digits throughout 2012,
food inflation subsided to single digit levels in 2013
averaging 5.7 percent in 2013 compared to 13.1
percent the previous year. Food inflation mainly
benefited from decreases in the price of rice and
slower increases in the price of meat and other
cereal products. Transport inflation also decreased
significantly from 8.1 percent in 2012 to 2.4 percent
in 2013 mainly due to “base effects” as administered
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fuel prices remained unadjusted for most part of 2013
despite increasing pressures from high international
fuel prices coupled with a weaker Rand/Lilangeni
exchange rate in the period under review.

Further slower increases were observed in the
price index for ‘housing and utilities’ which rose by
5.5 percent in 2013 compared to 8.6 percent the
previous year. The slower increase in prices for
‘housing and utilities’ resulted from a 3.9 percent
decrease in the growth rate of prices for ‘actual
rentals’ and a smaller than proposed increase
in electricity tariffs. Electricity tariffs rose by 5
percent in 2013 which was lower than both the 9.5
percent tariff hike offered by the Swaziland Energy
Regulatory Authority in 2013 and the previous year
tariff increase of 8 percent.

Minimal inflationary pressures were noted in the price
indices for ‘education’, ‘health’ and ‘recreation
and culture’. The price index for education grew by
9.4 percent in 2013 to 7.5 percent in 2012 whilst
the index for health increased from 10.2 percent
to 12.9 percent. The index for ‘recreation and
culture’ accelerated to 6.7 percent in 2013 from 2.8
percent the previous year mainly due to a notable
increase in prices for audio-visual, photographic and
information processing equipment.

The sustained weakness of the Rand/Lilangeni
against major trading currencies poses an upside risk
in the medium-term inflation outlook. Inflationary
pressures from the neighbouring South Africa
where Swaziland sources nearly 90 percent of its
imports will filter through to Swaziland inflation
developments. South Africa has raised concerns of
drought in some parts of the maize producing areas
which could lead to a surge in food prices. Relatively
high international fuel prices and a weaker Rand/
Lilangeni resulted in domestic fuel prices adjusting
by 90 cents per litre in March 2014. As a result, in the
first quarter of 2014, food and fuel prices depicted
upward trends which are expected to be sustained in
the short to medium term. In addition, administered
prices effected in 2014 which include inter alia;
a 9.5 percent increase in electricity tariffs and a
25 percent increase in public transport fares will
exert pressure on inflation outcomes in the short to
medium term. The increases in fuel and electricity
which are inputs costs (for manufacturers) will filter
through to other components on the CPI basket.
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Inflation Components
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National Consumer Inflation
All Group 2010 2011 2012 2013
Food and Non-alcoholic Beverages 0.4 6.0 13.1 5.7
Alcohol and Tobacco 6.8 4.5 5.6 4.5
Clothing and Footwear 6.8 1.1 4.6 3.7
Housing, Water, Electricity and Gas 8.8 6.7 8.6 5.6
Household Furniture & Maintenance 5.0 3.4 5.2 4.9
Health Care 2.1 3.0 10.2 12.6
Transport 5.0 13.3 8.2 2.4
Communication 7.5 0.4 0.0 -0.1
Recreation & Culture 16.2 3.19 2.8 6.5
Education 12.0 12.3 7.5 9.3
Restaurants & Hotels 1.4 2.6 5.9 -0.1
Miscellaneous 5.0 6.1 2.4 0.3
All Index 4.5 6.1 8.9 5.6

Source: Central Statistics Office
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L, BALANCE OF PAYMENTS

Swaziland Balance of Payments

ANALYTICAL PRESENTATION

(in millions of Emalangeni) 2008 2009 2010 2011 2012* 2013#
A. CURRENT ACCOUNT EXCLUDING GROUP E -1,866.6 -3,477.5| -2,946.6 -2,458.7 1,270.2 2,305.8
Goods: credit 12,958.5 14,066.9 13,217.4 13,837.9 15,813.4 18,294.7
Exports f.o.b. 12,302.1 13,260.6 13,216.9 13,837.3 15,812.5 18,292.0
Other 656.3 806.3 0.5 0.6 0.9 2.7
Goods: debit -13,040.0 -15,094.4 | -14,314.6 | -14,157.1| -15,174.2| -16,343.8
Imports f.o.b. -12,633.4 -14,344.1| -14,303.6| -14,085.0| -15,157.3| -16,277.3
Other -406.6 -750.3 -11.0 -72.1 -17.0 -66.6
Balance on Goods -81.6 -1,027.5| -1,097.2 -319.2 639.2 1,950.8
Services: credit 1,855.8 1,694.9 1,884.7 2,175.7 1,988.4 2,250.3
Transportation 75.0 63.3 154.7 390.2 483.1 396.0
Other 1,780.8 1,631.7 1,729.9 1,785.5 1,505.3 1,854.4
Services: debit -5,561.7 -5,106.0 -5,046.6 -6,304.0 -6,787.0 -7,107.6
Transportation -1,531.2 -1,608.4 -592.9 -449.0 -522.2 -647.7
Other -4,030.6 -3,497.6 -4,453.7 -5,855.0 -6,264.8 -6,459.9
Balance on Services -3,705.9 -3,411.1 -3,161.9 -4,128.3 -4,798.6 -4,857.3
Balance on Goods and Services -3,787.5 -4,438.6 -4,259.1 -4,447.5 -4,159.4 -2,906.4
Income: credit 2,461.2 2,463.7 1,555.6 1,396.2 1,646.2 1,816.8
Income: debit -2,504.6 -3,103.9 -3,211.2 -3,252.7 -4,222.3 -5,302.9
Net Income -43.4 -640.2 -1,655.7 -1,856.5 -2,576.1 -3,486.1
Balance on goods, services, and income -3,830.9 -5,078.8 -5,914.8 -6,304.1 -6,735.5 -6,392.6
Current transfers: credit 3,682.9 3,518.2 3,576.4 4,481.5 8,787.7 10,019.6
Current transfers: debit -1,718.6 -1,917.0 -608.2 -636.0 -782.0 -1,321.3
Net Current Transfers 1,964.3 1,601.2 2,968.2 3,845.4 8,005.7 8,698.4
B. CAPITAL ACCOUNT EXCLUDING GROUP E 323.2 91.1 105.5 146.9 930.3 249.1
Capital account: credit 339.2 173.6 162.5 157.9 968.1 258.4
Capital account: debit -16.0 -82.4 -57.0 -11.0 -37.8 -9.4
Total, Groups A plus B -1,543.4 -3,386.4 -2,841.1 -2,311.8 2,200.4 2,554.9
C. FINANCIAL ACCOUNT EXCLUDING GROUP E 3,701.7 2,298.6 785.2 835.5 -654.0 -56.2
Direct investment abroad 65.6 -59.5 -7.0 65.4 52.5 -3.1
Direct investment in reporting economy 873.5 556.8 993.2 676.8 736.6 233.7
Net Direct Investment 939.1 497.3 986.2 742.2 789.1 230.6
Portfolio investment assets -623.8 400.2 363.5 -753.3 -107.8 -137.6
Equity securities -635.3 29.3 -733.3 -72.2 -6.0 0.0
Debt securities 11.5 370.9 1,096.8 -681.0 -101.8 -137.6
Portfolio investment liabilities 362.3 -178.1 91.9 0.0 0.0 0.0
Equity securities 362.3 -178.1 57.2 0.0 0.0 0.0
Debt securities 0.0 0.0 34.6 0.0 0.0 0.0
Net Portfolio Investment -261.5 222.1 455.4 -753.3 -107.8 -137.6
Other investment assets 1,570.3 1,265.6 -1,182.3 305.4 -567.7 -462.5
Monetary authorities 0.0 0.0 0.0 0.0 0.0 0.0
General government 3,623.9 2,128.0 0.0 0.0 0.0 0.0
Banks -738.2 -725.6 -747.0 583.1 -488.3 254.7
Other sectors -1,315.5 -136.8 -435.3 -277.7 -79.4 -717.2
Other investment liabilities 1,453.9 313.5 525.8 541.2 -767.6 313.3
Monetary authorities -5.0 443.0 138.3 -3.1 -73.8 2.8
General government -76.8 -179.2 -132.8 -53.6 -140.0 52.9
Banks 257.6 -31.0 83.1 728.5 -418.0 404.3
Other sectors 1,278.1 80.7 437.2 -130.6 -135.7 -146.7
Net Other Investment 3,024.2 1,579.1 -656.5 846.5 -1,335.3 -149.2
TOTAL GROUP A THROUGH C 2,158.3 -1,087.8| -2,055.9 -1,476.3 1,546.4 2,498.7
D. NET ERRORS AND OMISSIONS -1,006.5 1,095.6 363.1 786.3 -243.1 -672.3
TOTAL, GROUPS A THROUGH D (Overall balance) 1,151.8 7.8| -1,692.8 -690.0 1,303.3 1,826.4
E. FINANCING ITEMS -1,152.0 463.2 1,755.5 959.2 -837.5 -1,022.7
Reserve assets -1,153.4 -14.4 1,688.8 690.0 -1,303.3 -1,826.4
Use of Fund credit and loans from the Fund 0.0 0.0 0.0 0.0 0.0 0.0
Exceptional financing 1.6 6.6 2.0 269.4 466.0 803.5
(insert non-zero lines of EF)
Liabilities constituting foreign authorities’ reserves -0.3 471.0 60.7 -0.2 -0.2 0.2

ource: Central Bank of Swaziland
* Revised #Preliminary
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BALANCE OF PAYMENTS

4.1 OVERVIEW

Swaziland’s balance of payments continued to
show an improved overall position for the second
year running, posting a surplus of E1,826.4 million
in 2013 from a lower surplus of E1,303.3 million

4.1.1 Current Account

(Continued)

in the previous year. The overall surplus in 2013 is
largely accounted for by an increase in net inflows in
current transfers coupled with a higher trade surplus
during the year.
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In 2013, the current account registered a marked
improvement posting a much wider surplus of
E2,305.8 million from a revised surplus of E1,270.2
million the previous year. This surplus is equivalent
to 6.6 percent of GDP from 4 percent in 2012.
Accounting for this positive development is a
persistent positive trade balance and a sustained
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surplus in current transfers. The net inflow in current
transfers widened by a moderate 8.7 percent in
2013 after a 108.2 percent surge in 2012, mainly
reflecting a rise in SACU receipts. The surge in the
current account surplus in 2013 would have been
much higher if substantial net outflows were not
recorded in the services and income accounts.
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4.1.2 Trade Account
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Swaziland’s trade account has shown resilience in
the face of slow global economic growth. A trade
surplus amounting to E1,950.8 million was recorded
in 2013, reflecting a significant rise from the surplus
of E639.2 million recorded in 2012. Developments in
the trade account in the last 2 years indicate that the
country’s trade has taken a turn for the better after
posting persistent deficits in recent years. Exports
rose 15.7 percent year-on-year to E18,294.7 million
in 2013, with 63 percent of the export earnings
coming from South Africa, which is traditionally the
country’s largest trade partner. The depreciation of
the lilangeni against major world currencies has also
contributed to the increase in export revenue during
the period under review.

Imports of goods rose to E16,343.8 million in 2013,
reflecting a 7.7 percent year-on-year increase
from the previous year. Data shows that, in 2013,
88 percent of the country’s total imports came
from South Africa. Imports of goods from countries
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outside the SACU region declined by 13.1 percent
in 2013, signalling the effect of the exchange rate
depreciation against major world currencies on
importers.

Revenue from the exports of miscellaneous edibles
increased by 5.8 percent, year-on-year, in 2013
to E8,800.5 million. Gains, during the period,
were largely driven by a rise in orders that were
influenced mainly by favourable weather conditions
coupled with operational strategies towards volume
growth by the industry. Exports of miscellaneous
edibles continue to make a large impact on the trade
account and remain the largest contributor to total
export revenue in the economy. Textiles and textile
products export earnings increased, marginally, from
E2,752.5 million in 2012 to E2,783.3 million in 2013.
During the period under review, 51.9 percent of
exports of textiles went to South Africa, where the
industry has found a niche market as an alternative
to the US, AGOA markets which have been reduced
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due to low demand from the US following the
economic slowdown in recent years.

Mineral exports remained narrow comprising coal
and raw iron ore in 2013. Mining sector exports
posted a moderate growth in 2013, rising to E1,352.7
million from E1,343.8 million in 2012. A combination
of volume and price increases in 2013 for both coal
and iron ore resulted in improved earnings in the
sector.

Export receipts from sugar fell in 2013, posting a 2.7
percent decline from E6,509.8 million in the previous
year. This comes after an impressive performance in
2012 after there was an increase in shipments after
stock adjustments. The sluggish performance of
sugar export earnings was due to a decline in sugar
production during the year 2013, partly explained by
heavy rains experienced during harvesting of cane
resulting in poor quality yields.

Total merchandise imports posted an annual
increase of 7.7 percent to E16,343.8 million in
2013. Attributable to this increase are imports of
machinery, mechanical appliances and parts thereof
and “mineral fuels, mineral oils and products of
their distillation which together contribute over 30
percent to total merchandise imports.

Machinery, mechanical appliances and parts thereof
which contributed 18.7 percent of total imports
rose 24.8 percent to E3,042.9 million in 2013
as government rolls out the implementation of
capital projects. The continuously rising world oil
prices combined with the depreciation of the local
currency has had an effect on the import bill, with
fuel imports recorded at E2,295.1 million in 2013.

4.1.3 Services Account

The deficit in the services account increased from
E4,798.6 million in 2012 to E4,857.3 million in 2013.
The deteriorating services balance was largely
due to a 4.2 percent increase in services outflows
to E7,107.6 million in 2013 from a previous year’s
recording of E6,787 million. Though services inflows
increased by a higher 13 percent from E1,988.4
million in 2012 they had a lower impact in the
services account as they were increasing from a
lower base.

Net transportation outflows in 2013 stood at E251.7
million, a wider gap compared to 2012. This was
largely attributable to a 18 percent decline in
inflows of transportation services from E483.1
million in 2012 to E396 million in 2013. Transport
services outflows increased from E522.2 million in

m Central Bank of Swaziland

2012 to E647.7 million in 2013. The country remains
a net importer of this particular service.

Travel services net outflows increased from E340.5
million in 2012 to E602.4 million in 2013. Travel
inflows posted a decline of 48 percent to stand at
E129.1 million in 2013 from E248.5 million recorded
the previous year.

Other business services which comprise of
miscellaneous business, professional and technical
services have consistently recorded a net outflow
in previous years. Other business services inflows
were recorded in the communication services,
construction services, and computer and information
services.

4.1.4 Income Account

The deficit in the income account widened in 2013,
rising to E3,486.1 million from E2,576.1 million in
2012. This was due to a 24.5 percent increase in
outflows to E5,300.9 million in 2013. Whereas inflows
only increased by 10.4 percent from E1,646.2 million
to E1,816.8 million in the review period.

The major contributor to the worsening income
deficit was an increase in outflows of dividends and
distributed branch profits, which grew from E3,825.7
million in 2012 to E4,762.8 million in 2013. This
development is an indicator that domestic companies
continued to be profitable during the review period.
Compensation of employees posted a net inflow
of E180.2 million in 2013 from E165.0 million the
previous year. Compensation of employees’ inflows
stood at E253.8 million in 2013 whilst outflows
amounted to E73.6 million. Inflows of compensation
of employees continue to be dominated by earnings
of Swazis employed in South African mines.

Interest income posted a net inflow of E462.7 million
in 2013, an improved position from a net inflow of
E325.3 million in 2012. Interest inflows amounted to
E682.9 million in the review period whilst outflows
amounted to E220.2 million in 2013. Interest earned
was dominated by earnings by the Central Bank,
commercial banks and other sectors including
pension funds and other retirement funds.

4.1.5 Current Transfers

Consistently recording a surplus over the past years,
this account maintained this trend, with a 6.9
percent growth in the surplus which increased from
E8,005.7 million in 2012 to E8,698.4 million in 2013.
SACU receipts remained the major contributor to
this net inflow, accounting for E7,131.1 million of
total inflows during 2013.
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Total inflows in this account amounted to E10,019.6
million in 2013, increasing from E8,787.7 million
the previous year. Further contributing to current
transfers inflows in 2013 were technical assistance
and grants, amounting to E802.3 million. Outflows

4.1.6 Financial Account

amounted to E1,321.3 million in 2013 from a lower
E782 million the previous year. Workers remittances
posted a small increase to E130.8 million. Adding
to the outflows was official sector contributions to
international organisations as well as other transfers.
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The financial account recorded a deficit of E56.2
million in 2013, which was much lower compared
to a revised deficit of E654 million posted in 2012.
The decline in the deficit in this account is largely
explained by a contraction in net outflows of other
investment from E1,335.3 million in 2012 to E149.2
million during 2013.

Net foreign direct investment (FDI) in Swaziland
posted an inflow of E230.6 million during 2013
compared to a net inflow of E789.1 million the
previous year. The year-on-year fall in the net
position of this account is attributable to a decline
in net inflows of capital between foreign direct
investors and resident companies from E714.6
million during 2012 to a net inflow of E3.9 million
in 2013.

Central Bank of Swaziland

The equity component of FDI continued to record
minimal movements as greenfield investment/fresh
FDI into the country remained low in the review
period. This component posted net outflows of
E16.4 million from the net inflows of E21.3 million
registered during 2012. Reinvested earnings net
inflows amounted to E246.2 million in the review
period from a low of E0.7 million inflows recorded
in 2012.

The foreign portfolio investment account recorded
a net outflow of E137.6 million in 2013, about 27
percent higher than the revised outflow of E107.8
million in 2012. This position reflects a net increase
of debt securities assets held by resident entities
in South African money markets and the rest of
the world. Investments by resident Fund Managers
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mainly in South Africa continue to increase as
they place their assets in more lucrative markets
after complying with the 30 percent local asset
requirement. According to fund managers, domestic
investment avenues continue to be limited with
lower yields compared to the more developed South
African money and capital markets.

There is a need to develop the domestic stock market
to create a lucrative market that will be an incentive
for domestic institutional investors to place their
funds locally. The setting up of capital projects such
as the proposed thermal power generating plants
would also be useful in attracting foreign investors
under the Public Private Partnership initiative which
has been recently launched by government.

There is need for an economic transformation
agenda that will hinge on institutionalised policies/
incentives aimed at creating a sustainable business
environment that would enhance the global
competitiveness of the economy and make it the
preferred investment destination in the region.
Such policies could include the development of the
stock market to attract foreign portfolio investment
inflows.

The residual category of the financial account (other
investment) posted a lower net outflow of E149.2
million during 2013 against a high net outflow of
E1,335.3 million in 2012 mainly driven by an increase
in investment assets against a reduction in liabilities.
Other investment assets continued to increase in
2013, rising by E462.5 million in the review period

(Continued)

from a decrease of E567.7 million observed during
2012. This development was due to an increase of
E717.2 million in other assets held abroad by the
private sector, dominated by trade credits extended
to non-resident entities by resident companies.
Assets held abroad by the banking sector posted a
net decrease of E254.7 million.

Investment liabilities during 2013 decreased by
E313.3 million, reflecting a turnaround from the
E767.6 million increase recorded the preceding
year. Liabilities of banks to non-resident institutions
increased by E404.3 million during the year under
review from a decrease of E418 million in the
preceding period. Government liabilities, which
records drawdowns and repayments on public and
publicly guaranteed debt posted a net inflow of E52.9
million resulting from drawdowns amounting to
E215.8 million against repayments of E162.9 million.
On the contrary, other sectors continued to reduce
their liabilities for the third year in succession. They
fell by E146.7 million during 2013.

4.2 ANALYSIS OF FOREIGN DIRECT

INVESTMENT INTO SWAZILAND
Preliminary data for 2013 indicate that the total
stock of Foreign Direct Investment (FDI) increased
by 3 percent to reach E8,075.1 million in 2013 from
a revised stock of E7,841.4 million in 2012. The key
drivers of this movement in the stock of FDI was a
6.7 percent annual increase in stocks of reinvested
earnings combined with a 8.7 percent rise in the
stock of other short term capital.

Total Foreign Direct Investment into Swaziland by Type (E’Million)
Type 2008 2009 2010 2011 2012* 2013#
Equity 567.5 577.3 520.0 533.4 472.2 455.8
Reinvested Earnings 2,302.4| 2,748.4| 3,611.9 3,451.9 3,936.8 4,183.0
Long-term Capital 1,694.3| 1,987.5 727.5 1,942.6 | 2,431.8 2,348.5
Short-term Capital 478.3 657.0| 1,286.3 1,458.3 1,000.5 1,087.8
Total FDI 5,042.5| 5,970.2| 6,145.7| 7,386.3| 7,841.4| 8,075.1
Change in Total FDI (%) (16.7) 18.4 2.9 20.2 6.2 3.0
Ezfr:‘iizse@“d‘”g reimvesice 11.4 17.6|  (21.4) 55.3 (0.8) (0.3)

Source: Central Bank of Swaziland
* Revised # Preliminary
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The equity component of FDI fell from E472.2
million recorded in 2012 to E455.8 million in 2013,
reflecting a 3.5 percent decline, mainly on account
of the merger of some establishments within the
insurance industry thereby resulting in other entities
being wholly owned locally. The stiff competition for
FDI in the region and globally also puts a strain in
the country’s ability to attract fresh investments
resulting in minimal growth in FDI inflows over the
past years.

Reinvested earnings component of FDI increased
from E3,936.8 million during 2012 to register a
stock of E4,183 million in 2013. Data indicate that
more dividends were declared and paid to foreign
shareholders during the review period. Nevertheless,
a portion of profits in some companies were retained
and reinvested for expansion as reflected by the

6.3 percent rise in stock. This continues to provide
evidence that existing foreign investors have
confidence in the economy.

FDI analysis in intercompany capital, comprising
loans and trade credits, revealed that borrowing
from affiliates was dominated by stocks of long-
term capital for the last two years. The long-
term component of FDI, however, decreased from
E2,431.8 million in 2012 to register E2,348.5 million
by year end 2013. The slight decline in long-term
capital in this category reflects the ability of resident
companies to repay their liabilities. Worth noting
is that intercompany financial support from parent
companies abroad leveraging their local investments
is still available as reflected in the data reported on
the stock of capital held by the direct investment
enterprises.

Total Foreign Direct Investment into Swaziland by Sector (E’Million)

2009 2010 2011 2012* 2013#
sector Stock Ch&n)ge Stock Ch&n)ge Stock Chg/:l)ge Stock Ch&n)ge Stock Ch(.:;)ge
Manufacturing | 3,025.5 12.7| 3,870.7 27.9| 4,450.2 15.0 | 4,298.8 (3.4)| 4,991.9 16.1
Services 905.5 36.7| 784.3| (13.4)| 1,003.8| 28.0| 916.1 (8.7) 794.9 | (13.2)
Investment 254.7 6.3| 201.7| (20.8) 179.8 | (10.9)| 196.3 9.2 242.0 23.3
Agriculture 864.8 -l 643.1| (25.6)| 1,054.1 63.9 | 1,792.7 70.1| 1,158.2 | (35.4)
Finance 925.5 26.6| 576.9| (37.7) 678.0 17.5| 720.8 6.3 705.1 2.2)
Mining (5.8)| (216.0) 68.9 | 1,288.6 63.1| (8.5)| 220.4| 249.6 183.1| (16.9)
Total 5,970.2 6,145.7 7,428.9 8,145.0 8,075.1

Source: Central Bank of Swaziland
*Revised # Preliminary
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The short-term capital component of FDI, on the
other hand, was up by 8.7 percent to settle at
E1,087.8 million in 2013, an indicator that most
foreign owned enterprises engaged in intercompany
funding to minimize on operational costs during the
year under review. Although this component is often
volatile in its nature, the stock depicted in the last
two years has somehow been stable.

Asectoral analysis of FDI in the various sectors of the
economy indicates that the manufacturing sector
dominated, accounting for 61.8 percent of total FDI
stock at E4,991.9 million during 2013. Although the
sector’s contribution was somehow subdued at 61.8
percent from a 62.5 percent share in 2012, the total
stock was up by 1.8 percent from E4,901.9 million
in 2012. Most private sector players, especially
in the manufacturing sector, increased their FDI
stock through concessionary funding from parent
companies against the formal banking sector finance.

The Agricultural sector’s FDI stocks have been
somehow consistent in the last two years following
the slow recovery of the forestry industry which has,
been affected by major disruptions due to forest
fires in previous years. Huge loses are still being
provided for as the forestry sector engage in recovery
strategies that tend to require significant spending
on forest estates. Efforts to resuscitate the forest
industry have resulted to an increase in external
financing channelled towards the agricultural sector.
As a result this sector has become the second largest

Central Bank of Swaziland

component in the sectoral analysis of FDI stock
accounting, for 14.3 percent in 2013, though lower
than its share of 15.2 percent in 2012. The sector’s
total stock was however down by 2.7 percent at
E1,158.2 million in 2013 from E1,190.8 million the
previous year.

The FDI stock in the service