BANK OF NAMIBIA

ANNUAL REPORT

1994




BANK OF NAMIBIA

ANNUAL REPORT
1994

INFORMATION CENTRE

BANK OF NAMIBIA
71 Robert Mugabe Avenue

i>.O. Box 288 WINDHOEK
Yot wGesQEd - Fuk 2855067




BANK OF NAMIBIA

BOARD OF DIRECTORS

Dr Jaafar Ahmad (Governor and Chairman)
Mr TK. Alweendo (Deputy Governor)

Mr. AJ. Botes

Mr P.T. Damaseb

Mrs B. Gawanas-Minney

Mr PW. Hartmann

MANAGEMENT

Governor
Deputy Governor

Senior Manager - Corporate Services

Senior Manager - Financial Institutions

Senior Manager - Economics Research

Senior Manager - Operations

Manager - Human Resources
Manager - Information Systems
Manager - Economics

Manager - Statistics

Manager - Banking and Finance
Manager - Bank Supervision
Manager - Exchange Control
Manager - Finance

Manager - Treasury

Manager - Banking and Currency

Dr Jaafar Ahmad
Mr TK. Alweendo

Mr S.F. Hamunyela
Mr B. Walle

Mr C. Hoveka

Mr U. Davids

Mr J.K. Tobias

Mr R.W. Lawrence
Mr E.I. Meroro
Mr H. Scheun

Mr L. S. Ipangelwa
Mr W, Mberirua
Mr F Guiseb

Mr V. Kavari

Mr P. Mwangala
Ms H. Trossbach

II



TABLE OF CONTENTS

Page
1. INTRODUCTION........cccevvumriraveuneracne Ceereetetraetebentebest st se et et ae RSt e e R e R atE e e RS et st ettt et e s s easensrsnesnens 1
2. NATIONAL OUTPUT AND EXPENDITURE ...t e ssessesesesssnes 6
3. PRICE DEVELOPMENTS ...ttt cstssismsssnts s s sssssssi st sssssssess st sassssssssesusssesassssns 9
4. MONETARY AND FINANCIAL MARKET DEVELOPMENTS........cccccoiimmencnneeneeecsresssaseessens 9
5. PUBLIC FINANCGE .......cimieiieiienineiniesisssiesssssesssessasssssessseasaiseassessessiessmssensesesssssssssasssesessssessasssasssssnssnass 15
6. FOREIGN TRADE AND PAYMENTS ... cntrcnnrcinssisesecissssssessssessssesessesesnsssssssasenssssses 18
7. ANNUAL REPORT OF THE OFFICE OF THE REGISTRAR OF
BANKS AND BUILDING SOCIETIES ........ooorcecrrecresreiesrississsessssisastissssassssesssesissssssassssesssessseseness 25
8. STAFF AND ORGANISATION .......ootriecerrrcrerereresetsncssessesssssismsistsesssssesssssssssssasessasasssssssassossasssessssssssersensens 29
9. ANNUAL ACCOUNTS FOR THE FINANCIAL YEAR ENDED 31 JANUARY 1995........ccceuveunee. 30
10, STATISTICAL TABLES ... oieecctneccnectssiissinesissssi st sss st sas s b a s s s s s saab et es 39

11




1. INTRODUCTION

The Namibian economy recorded a steady annual
real gross domestic product (GDP) growth of 3.6 per
cent for the past five years, inspite of a decline by 1.9
per cent in 1993. The better performance was on
account of the moderate recovery in diamond pro-
duction and increase in fish output. Fish processing,
and water and electricity had also contributed to the
1994 real growth. Excluding diamonds, the growth
in the other sectors would have resulted in a 4.8 per
cent growth in real GDP.

Real gross national income (GNI) expanded by 14.8
per cent in 1994 after a decline of 2.3 per cent in the
previous year. Despite the rise in real GNI, net pri-
mary incomes received from the rest of the world
decreased by 1 percentage point as a share of GNI
at current market prices. Real GDP per capita
showed a moderate improvement of 2.3 per cent to
US$1 288.00 when compared with the decline of 4.9
per cent in 1993. Real GDP at market prices grew
by 5.5 per cent in 1994, which was responsible for
the better performance in real per capita GDP.

Increase in money supply and credit extended by
banks to the domestic sector reached a high level
during the third quarter of 1994, but decelerated
somewhat towards the end of the year. The broadly
defined money which includes the monetary liabili-
ties of the Bank of Namibia, commercial banks and
other banking institutions, reached a high annual
growth rate of 42 per cent during the third quarter
of 1994.

The strong expansionary effects on the money crea-
tion process, emanating from lending to businesses
and individuals continued unabated in 1994. At N$4
916 million, lending to the private sector rose almost
twice as much as in 1992. Claims on government by
the banking system increased in 1994 to N$599 mil-
lion. Credit development in the banking sector are
generally in line with development in the monetary
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sector. The rate of increase in credit extended to the
private sector was 28 per cent, while that of M2 (i.e.
narrow money and quasi-money) rose by 40 per cent
in the third quarter.

Namibia’s overall balance in the balance of payments
was provisionally estimated at N$266 million in 1994;
a result of a widened current account surplus of
N$748 million and deficit on the capital account of
N$440 million. Foreign reserve assets position im-
proved to N$719 million, equivalent to 6 weeks of
merchandise imports and non-factor services. The
level of foreign assets at 31 December 1994, was
N$10.5 billion compared with foreign liabilities of
N$8.9 billion.

The Namibia dollar, in line with the South African
rand, depreciated by about 9 per cent against the US
dollar over the first seven months of 1994, The ex-
ternal public debt as at the end of 1994, increased by
15 per cent to N$1.6 billion, or 15 per cent of GDP.
More than two-thirds of the total debt are being re-
negotiated, as it comprises the pre-independence
debt between Namibia and South Africa.

The Namibian inflation as measured by annual per-
centage changes of the interim consumer price in-
dex of Windhoek, closely followed that of the Re-
public of South Africa. However, during 1994 the
increase in general price level in Namibia remained
higher than in South Africa. The annual average
inflation for Namibia was recorded as 10.7 in 1994
compared with 8.6 in the previous year. The major
consumer item influencing the upward trend of the
Namibian inflation is food prices, which account for
more than 28 per cent of the total consumer basket.

International Environment

The world economy is expected to expand further in
the new year. The International Monetary Fund pro-
jected global trade volume growth of nearly 6 per
centin 1995, following an estimated 7 per cent growth




in 1994. In the latter year, the American economic
expansion became more firmly established and, in
Europe, the European Union national economies,
led by Italy and Britain, rebounded from a deep re-
cession and headed for a robust recovery. The 12-
nation EU’s economic growth is estimated at a rate
of 2.6 per cent in 1994. In Japan, the economy which
gradually recovered from a three-year downturn,

managed a modest growth rate of about 1 per cent

in the same year.
Meanwhile, the Newly Industrialised Economies of
Asia continued their upward march, adding to their
ranks the emerging industrial economies of Thailand

and Malaysia, and not far behind were Indonesia

and the Philippines. Economic growth in Latin
America increased, largely reflecting a turnaround
in Brazil and relatively strong growth in Argentina,
Chile, and Peru. In Africa, economic activity in-
creased only slightly in 1994, reflecting the effects of
the drought, continued political uncertainties and the

economic transformation process in some countries,

and country-specific problems.

Economic recovery in the United States became more

firmly established by 1994, registering a combination

of strong growth (4 per cent) and low inflation (2.7

per cent). The main impetus was the sharp decline
in long term US interest rates during the latter half
of 1993. Coupled with steady recovery in the labour
market, consumer confidence improved, fuelling

demand in most sectors of the economy.

The anxiety over future inflation and inflationary
on the back of a persisténtly robust

expectations,
had prompted the Fed, on sev-

economic expansion,
eral occasions last year, to take measures to boost

interest rates.

The United States posted its biggest merchandise

trade deficit in history last year, as a surge in imports

swamped a record level of exports. The deficit soared

by 25.4 per cent last year to US$166.29 billion, com-
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pared with a 1993 shortfall of US$132.58 billion.
Deficits with Japan and China were both at record
levels last year. The Japanese imbalance climbed by
11 per cent to US$65.7 billion while the trade gap
with China surged at a rapid rate of 30 per cent to
US$29.5 billion.

The latest indicators pointed to a persistently strong
economic growth, with the purchasing managers’ in-
dex and consumer confidence at a multi-year high;
and employment, income, retail sales and industrial
output continuing to pick up. After a 4.4 per cent
increase over twelve months, GDP was expected to
advance at a seasonally adjusted, annualized rate of
more than 4 per cent in the fourth quarter.

Germany was seen as the engine of EU economic
growth in 1994, with real GDP that expanded by 3
per cent. The strong performance was export-led,
supported, in most part, by the economic recovery in
Europe. Investment in residential construction was
the second major driving force behind the growth.

Prospects for economic recovery were encouraged,
in the first half of 1994, by monetary easing, low and
falling inflation, and falling unit labour costs which
underpinned export competitiveness. In July, unit
labour costs in the manufacturing industry were down
by almost 11 per cent on the previous year, while
capacity utilization had not exceeded the long-term
average.

Germany’s trade surplus in October grew to a pre-
liminary DM7 billion from September’s DM5.1 bil-
lion. However, the export-fuelled boom left unem-
ployment unchanged at 3.6 million.

TheJapanese economy was gradually recovering from
a three-year downturn and it grew by a marginal 1
per cent in 1994, as a strong yen took a toll on ex-
ports. Full recovery had been hampered, in addi-
tion, by lack of investment in new plants and equip-
ment and declining private consumption, low capac-

———————




ity utilization in major industries, and increased over-
seas production. On the employment front, excess
labour remained persistently high, by Japanese stan-
dards. There were, however, positive developments
as well.

Firstly, high levels of housing investment and public
investment continued. In addition, some improve-
ment in personal consumption appeared. Exports
also started to recover, induced by strong growth in
the United States and East Asia. Secondly, corpo-
rate production activities started to recover, although
gradually.

Japan’s current account balance with the U.S. wid-
ened as the year drew to an end. However, Japan’s
trade balance with the rest of the world narrowed,
especially in the third quarter of 1994. In the three
months to September, the current account surplus
fell by 6.4 per cent compared with the previous quar-
ter. The strengthening currency began to be reflected
in export and import volumes and, as a result, the
surplus was declining in dollar terms. In November,
the country’s trade surplus was $12.1 billion, down
by 3.9 per cent on 1993. Exports rose by 8.1 per cent
to $32.8 billion, while imports were up sharply by 16.6
per cent to $20.7 billion.

Third-quarter GDP was up 0.9 per cent in real terms
on the previous three months. Most importantly,
business investment rose slightly (0.5 per cent). De-
spite the fall in October, industrial production
climbed again towards year-end. A tax cut was im-
plemented in December to stimulate demand. Pri-
vate investment also showed a moderate pick-up in
December.

In early 1994, the French economy started to emerge
slowly out of recession. Household consumption rose
modestly by 0.9 per cent in January, but consumer
fundamentals remained weak as unemployment had
not improved over the previous year. In the first
quarter, real GDP was for the first time up over the

BANK OF NAMIBIA

previous year, with a small (1 per cent) growth. Un-
employment, however, remained at record levels.

The persistence of high unemployment and its com-
position suggested that there were significant struc-
tural problems in the labour market. To address some
of these difficulties, the authorities introduced a
number of initiatives, including a five-year employ-
ment law to increase flexibility and lower the cost of
employing low-skilled workers.

At the end of 1994, unemployment was still France’s
most intractable economic problem, standing in con-
trast to its strong performance in inflation, foreign
trade and current account. GDP growth was esti-
mated at 2.2 per cent, for 1994.

The United Kingdom economy stagnated in 1993, with
low inflation, and a broadly steady trade gap. Dur-
ing 1994, the economy strengthened and growth be-
came more broadly balanced, with investment show-
ing signs of picking up and export performance re-
sponding to improved competitiveness and world
economic recovery. Investment benefited from buoy-
ant exports and lower interest rates, while private con-
sumption recovered substantially, supported by a
considerable fall in the savings rate.

Economic recovery in South Africa faltered somewhat
in the first quarter of 1994 and real gross domestic
product contracted. The poor performance was
largely the result of a decrease in agricultural out-
put. Real non-agricultural output continued to ex-
pand in the first quarter, albeit at a considerably lower
rate. Special circumstances were probably responsi-
ble for the lower growth, arising from political un-
certainty, ongoing violence in the run-up to the April
general election, work stoppages and labour unrest.

In the first quarter of 1994, the current account sur-
plus weakened considerably because of lower exports
combined with a sharp rise in imports. The capital
account, however, improved remarkably to record




only a small net deficit in the capital account in the
quarter.

Owing to political uncertainty and ongoing violence,
capital outflow rose again dramatically in April and
was only reversed in May after it became clear that
the election results were generally acceptable to most
South Africans. As a result of these developments,
net foreign reserves decreased sharply, reflecting the
sharp contraction in the nominal and real effective
exchange rate of the rand in the first five months of
1994.

All the main expenditure components increased in
the first and second quarter of 1994 and accordingly
aggregate real gross domestic expenditure rose fur-
ther, but at a modestly subdued pace. A sharper in-
crease in real personal disposable income and strong
real consumption by the general government under-
pinned the expenditure growth.

Despite a stronger international demand and a sub-
stantial increase in exports, the total volume of ex-
ports continued to perform relatively poorly in the
first and second quarter of 1994. At the same time,
factors such as South Africa’s high marginal propen-
sity to import, the replacement of outdated and ob-
solete equipment, a rise in fixed investment and an
accumulation of inventories, resulted in a sharp in-
crease in the volume of imports.

The continued slow growth in domestic production
in the third quarter of 1994 was accompanied by a
sharp increase in real gross domestic expenditure,
driven by some improvement in consumer and in-
vestor confidence. Inventories increased consider-
ably in the third quarter of 1994. A substantial part
of this accumulation of inventories reflected some
speculative demand for imported goods based on an
expected further depreciation of the rand. Accord-
ingly, the volume of merchandise imports rose sub-
stantially further in the third quarter of 1994, but was

BANK OF NAMIBIA

accompanied by only a moderate rise in merchan-
dise exports.

These developments resulted in a switch from a sur-
plus on the current account in the second quarter to
a large deficit in the third quarter. Over the same
period, a dramatic turnaround took place on the capi-
tal account from a relatively large net outflow in the
first half of 1994 to a net inflow of capital in the third
quarter. The improvement in the capital account that
offset the deficit on the current account led to an
increase in the nominal and real effective exchange
rates of the rand.

The strong growth in the money supply and domes-
tic credit extension, together with factors such as the
depreciation of the rand, domestic supply-constraints
in the agricultural sector and renewed higher infla-
tionary expectations, were responsible for a reversal
in the downward trend in inflation rates.

A robust manufacturing performance underpinned
growth in the fourth quarter of 1994 to register an
annualized growth rate of 6.4 per cent, and a GDP
rate of 2.3 per cent for the year.

Regional Cooperation

Economic inter-dependence and regional coopera-
tion have become more fashionable in recent years.
Namibia is a member of five regional organisations:
the Common Monetary Area (CMA), the Southern
African Customs Union (SACU), the Southern Af-
rican Development Community (SADC), the Pref-
erential Trade Area for Eastern and Southern Af-
rica (PTA), and the Common Market for Eastern and
Southern Africa (COMESA).

Owing to Namibia’s membership in the CMA and
the close inter-dependence of the country’s banking
system with that of South Africa, the scope for inde-
pendent monetary policy in Namibia is very limited,




at the moment. In general, the Bank of Namibia’s
monetary policy mirrors developments in South Af-
rica and actions of the South African Reserve Bank.

SACU is a customs arrangement among countries
whose economies have historically been closely inte-
grated with South Africa. The arrangement that is
currently governed by the 1969 agreement, has a com-
mon external tariff regime; and is the only function-
ing agreement of its type in the region.

Namibia does most of her trading with SACU mem-
ber countries, especially South Africa. SACU re-
ceipts, which are based on the level of merchandise
imports, increased by 14 per cent in 1994 from N$762
million the previous year. In terms of the agreement,
South Africa, through a revenue sharing formula, is
supposed to compensate other members for the dis-
advantages arising from their membership of SACU.

The SACU agreement does not facilitate fiscal au-
tonomy other than that of South Africa (member-
ship of SACU imposes the loss of customs and ex-
cise duties as instruments of economic policy for
members have to apply those in force in South Af-
rica); polarises (through strong competition or even
resistance from South African industries) industries
in other member countries while allowing those in
South Africa to grow unhindered; and the external
tariffs have a price rising effect on member coun-
tries. Equally disadvantageous is the fact that South
Africa can set external tariffs without consulting other
members. The SACU agreement is currently being
renegotiated to make it more transparent and mutu-
ally beneficial to all members.

SADC aims for closer economic cooperation and
integration in the sub-region. Since joining the or-
ganisation in 1992, Namibia has been benefitting
from about 14 projects, valued at about US$209.5
million, in the overall SADC Programme of Action.
The country is also supposed to benefit from the crea-
tion of a Databank for Culture in SADC, SADC Press
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Trust, SADC/Nordic Journalism Centre, SADC Re-
gional Book Fair, Southern Africa Film Festival and
SADC Festival on Arts and Culture.

In addition, the Early Warning and Food Informa-
tion was established in the Directorate of Agricul-
tural Planning and has already provided valuable in-
formation during the recent drought. There are a
host of other projects, such as the Zambezi River
Action Plan and the Trans-Caprivi Highways (with a
value of US$96.5 million), ensuing from Namibia’s
participation in the SADC.




2. NATIONAL OUTPUT AND EXPENDI-
TURE

National Output

The major components of national output, had a
mixed performance during the past 5 years. Their
growth had been very erratic, while there hasbeen a
shift in terms of relative shares of GDP. The relative
shares of primary industries, which accounted for 35.8
per cent of all industries at 1984 basic prices, con-
tracted to 32 per cent in 1993, before it increased to
33 per cent in 1994. Its growth rate has also been
fluctuating, registering a decline of 6.1 per cent in
1990, followed by a substantial increase of 14.8 per
cent and 5.9 per cent growth in 1991 and 1992, re-
spectively. The trend reversed in 1993 with a de-
cline of 10.8 per cent in this sector, but rebounded
with a 12.0 per cent growth in 1994. It was on ac-
count mainly of positive growth in mining and quar-
rying and in agriculture, particularly subsistence ag-
riculture.

The secondary industries, which are mainly domi-
nated by manufacturing and construction activities,
recorded only a marginal growth of 1.1 per cent in
1993. It appears to have recovered slightly in 1994,
due mainly to a better performance in electricity and
water, which grew by 22.8 per cent, compared with a
decline of 53.1 per cent in the previous year. The 8.9
per cent growth in the manufacturing activities also
had a positive influence on the 8 per cent growth of
the secondary industries.

Activities in the tertiary industries have been stead-
ily gaining momentum. The tertiary contribution to
all industries at basic prices, remained constant at
about 55 per cent from 1990 to 1994. It grew by 3.5
per cent in 1994, reflecting the 25 per cent growth in
tourism. General government which accounts for 48
per cent of the tertiary industries grew by 2.9 per cent.
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Sectoral Developments

Agricultural performance during 1994 continued to
improve, registering a 18.6 per cent growth. It com-
prises an estimated 2.6 per cent growth in commer-
cial agriculture and 72.4 per cent subsistence agri-
culture. Unlike the 1992 agricultural growth which
was a result of emergency marketing and government
drought assistance, the better performance was the
result of higher commodity prices both for agricul-
tural produce and for livestock during the period.
The marketing of karakul pelts also contributed sig-
nificantly to the agricultural sector. The prices of
karakul pelts soared after the European karakul auc-
tion was shifted from Germany to Denmark.

The fishing sector increased its relative share of real
GDP from 1.5 per cent in 1990 to 4.1 per cent in
1994. This sector has a great potential for employ-
ment creation and contribution to export revenues.
Value-added in the fishing sector is estimated to have
increased by 7.1 per cent, substantially lower than
the 43.8 per cent recorded in 1993. This is partly
explained by the adverse oceanic conditions experi-
enced during 1994. The highest growth rate was re-
corded in 1992 when the sector expanded by about
85 per cent. Taking into account that the fishing sec-
tor came under a new system of quotas meant for
specific fish species’ recovery, its performance gives
hope for better economic growth in the future.

The mining sector with a relative share of real GDP
of 17.7 per cent had a complete turnaround in 1994
with a positive growth trend starting in the first quar-
ter. The rebound was propelled by the recovery in
both diamonds and uranium output, and the satis-
factory performance of gold output during the first
three quarters of 1994. Its growth rate for 1994 is
estimated at 10.5 per cent, contributed by a 10.8 per
cent growth in diamond mining and 9.9 per cent in
the non-diamond mining sector.




The recovery in uranium production during 1994 has
been firm in the first and second quarter, with growth
rates of 13 per cent and 20 per cent, respectively.
The third quarter performance, was disappointing
however, reflected by a drop of about 11 per cent in
output.

Real growth in the manufacturing sector, which ac-
counts for 6.8 per cent of GDP, stood at 8.9 per cent
in 1994. The 1994 growth is lower than the 13.9 per
cent recorded in 1993, mainly from the slight decline
in fish processing activities during 1994. Fish process-
ing grew by only 15.5 per cent, down from a high
rate of 32.3 per cent during the previous year. Other
manufacturing activities such as the production of
paint and beverages had a positive influence on the
whole sector.

Other improvements in the secondary industries were
reflected in the increase of electricity and water dur-
ing 1994. It grew at the rate of 22.8 per cent for the
year, partly boosted by the on-going rural electrifi-
cation program. The construction sector experienced
fluctuations in performance, declining by 16 per cent
in 1991 and then increasing by 36.5 per cent, but
marginally increased by 0.5 per cent in 1994. The
real value of buildings completed at the end of the
third quarter amounted to N$147 million compared
with N$127 million during the corresponding period
of the previous year. The value of building plans
passed by the end of the third quarter of 1994 was
N$411 million compared with N$265 million during
the corresponding period of 1993.

Growth in value-added of the tertiary sector was 3.5
per cent in 1994. Largely responsible was the slow
down in general government, which grew by 2.9 per
cent compared with 5 per cent in 1993. Tourism,
which has great potential for growth, registered the
highest growth rate of 25 per cent during the review
period. Significant performance was also realized in
transport and communication services, and finance,
real estate and business services.
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Domestic Expenditure

During the period 1990 to 1994, domestic demand
showed a rather erratic growth trend. It slowed down
from 7 per cent in 1990, to a substantial decline of
7.7 per cent in 1993. However, on account of a re-
markable increase in inventory investment, real do-
mestic demand rose by 11.4 per cent in 1994, The
highest growth rate in real consumption expenditure
was recorded in 1991, following a 8.8 per cent growth
in general government expenditure and a 8 per cent
growth in private consumption expenditure.

Private consumption expenditure

After having declined by 9.8 per cent in 1992, real
private consumption expenditure recovered moder-
ately in 1993 when it grew by 3.4 per cent, but re-
corded a growth of 0.7 in 1994. The marked fall in
1992 was partly a result of the high inflation rate of
17.9 per cent experienced during that year, which
moderated in 1993. In 1994, the inflation rate went
into double digits, further eroding consumer purchas-
ing power.

General government consumption expenditure

The term general government includes central and
local government, with central government account-
ing for 96 per cent of the total government final con-
sumption expenditure. The final consumption of
general government, hereafter, government, has
grown marginally by 0.7 per cent in 1994 from a high
of 7 per cent in 1992. Responsible for most of the
weak growth was government intermediate consump-
tion expenditure which set in motion a declining trend
of 10 per cent and 6 per cent in 1993 and 1994, re-
spectively. Compensation of employees had a slower
growth rate of 2.7 per cent in 1994, contrasted with
the 6 per cent growth in 1993. Consumption of fixed
capital by government grew at a constant, but slower
rate from 7.4 per cent in 1990 to 3 per cent and 3.4
per cent in 1993 and 1994, respectively.




Gross fixed capital formation

Real gross fixed capital formation (GFCF) went up
by 2.9 per cent during 1994. This figure compares
very unfavourably with the 43.7 per cent growth in
capital formation in 1992. After the exceptionally
high investment results in 1990 and 1991, inivestment
in the fishing sector started to decline. As a share of
total GFCE, it reached a peak in 1992, registering
7.2 per cent of GFCE than slowed down significantly
during the 1993 and 1994 period. In 1993 real in-
vestment in the fishing sector was 3.7 per cent of
GFCEF, while it declined to 2 per cent in 1994. A
substantial decrease occurred in the manufacturing
sector, especially in fish processing. Investment by
general government reached a high of 36.4 per cent
in 1991, and then remained constant at about 32 per
cent of GFCF in 1993 and 1994. As a share of GDPF,
real gross fixed capital formation fell by 2 percent-
age points to 18 per cent.

Inventory investment

Real inventory investment showed a declining trend
from 1993. However, the stock changes in 1994 were
not as severe as those in 1993, when inventory
changes were estimated at N$443.9 million. Respon-
sible for the slow-down in stock was the effects of
drought in 1992. The effects of the devastating
drought of 1992/93 are reflected in the drawdown of
agricultural stocks in 1992 and 1993, respectively, with
ripple effects still being felt during 1994. In addi-
tion, reduction in inventories of a major magnitude
was observed in the mining sector. Both 1993 and
1994 experienced substantial reductions in mining
stocks, partly reflecting the depleting levels of most
of the mines and the industrial strikes which took
place during that period.
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Domestic saving and Factor income

After the high growth rate of 55 per cent in gross
domestic saving in 1989, it declined by 4.2 per cent
and 25.9 per cent in 1993 and 1994, respectively. The
savings ratio, that is, saving as a proportion of na-
tional disposable income, was lower at 14 per cent
than the respective 22.1 per cent and 20.2 per cent in
1992 and 1993. The declining trend in the saving
ratio indicates a rise in consumption expenditure as
a share of disposable income.

The annual increase in nominal gross domestic prod-
uct at factor cost amounted to 5.4 per cent during
1994, which compares unfavourably with the 17.1 per
cent increase in 1993. The slower increase in GDP
at factor cost is primarily a result of slower growth in
both nominal compensation of employees and gross
operating surplus. Gross operating surplus grew by
1.6 per cent in 1994 compared with 15.2 per cent
growth during 1993. Nominal compensation of em-
ployees increased by 8.9 per cent in 1994, down from
a growth rate of 18.9 per cent in the previous year.




3. PRICE DEVELOPMENTS

The general price level in Namibia is mostly influ-
enced by price changes in the Republic of South Af-
rica. Being Namibia’s main source of imports, a large
percentage of the Windhoek interim consumer price
inflation is essentially imported. The major driving
force behind Namibia’s inflation rate is the general
increase in food prices, which account for over 28
per cent of the total weight of the consumer basket.
Transport and communication, housing, fuel and
power, are the next most important items in the bas-
ket, representing 20.7 per cent and 19.9 per cent,
respectively.

The annual average inflation rate for 1994 resem-
bles the one of 1991, with an average inflation rate
of 10.7 per cent and 11.8 per cent, respectively. The
year 1992 experienced the highest rates of inflation
from March to June, with 1993 the lowest at 8.6 per
cent. The 1994 average annual inflation rate of 10.7
per cent is mainly a result of double digit inflation in
the major items in the consumer basket. Both food
inflation and housing, fuel and power inflation rose
by 13 per cent while miscellaneous goods and serv-
ices increased by 18.5 per cent during the review pe-
riod. Additional sales duty of 13 per cent on luxury
goods introduced in 1993, had also been a factor for
the higher consumer prices for the year.

BANK OF NAMIBIA

4. MONETARY AND FINANCIAL
MARKETS DEVELOPMENTS

The principal monetary development of 1994 was the
rapid expansion of the Namibia dollar in circulation
replacing the Rand, as well as a high growth rate
recorded in broader money and credit extension to
the private sector by the banking system. The aver-
age annual growth rate of broad money, M2, (made
up of narrow money and quasi-money) for 1994 was
about 30 per cent compared with 25 per cent recorded
in 1993. During the year as a whole, more than 85
per cent of the increase in M2 emanated from the
borrowing of the private sector.

On the liabilities side, the expansion emanates mainly
from currency outside deposit money banks, and
demand deposits and time deposits of commercial
banks. In the first half of the year the annual growth
rate of M2 rose to almost 35 per cent, while in the
third quarter it reached a peak of 42 per cent. Mon-
etary growth, however, was higher than credit growth,
partly reflecting (on an accounting basis) over-fund-
ing of the private sector. Within the credit data bor-
rowing by individuals remained strong; but there were
some decreases in the share of lending to individuals
from 73 per cent in 1993 to 65 per cent in 1994.

The commitment to preserve the external value of
the Rand, high expected inflation rate and high
growth rate in credit to the private sector hasled toa
restrictive monetary policy in South Africa. Interest
rates in Namibia closely mirror those in South Af-
rica. However, despite a close relationship between
the domestic interest rates for both countries the
consumer price index in Namibia exhibited somewhat
higher rates generally from those that prevailed in
South Africa, during the year under review. As a
result, the real interest rate differential between
Namibia and South Africa, as measured by the prime
rate, widened from 0.22 percentage point in 1993 to
about 1.07 percentage point in 1994.




Monetary aggregates

Narrow money, M1, (which is made up of currency
in circulation and demand deposits of commercial
banks) and quasi-money (which is made up of sav-
ings and time deposits of commercial banks and other
banking institutions) grew by about 31 per-eent and
36 per cent, respectively. The annual growth rates
in all monetary aggregates rose to very high levels in
the third quarter of 1994, clearly indicating deposi-
tor’s preference for short-term deposits. The
broader money supply (M2), comprising M1 and
quasi-money of the banking institutions registered a
high growth rate of 40 per cent in September 1994.
All monetary aggregates exhibited an upward trend
during the third quarter of 1994 and then reverted
to a steady growth pattern during the last quarter of
the year.

Chart 4.1 Annual growth rate of narrow and broad
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Money narrowly defined (M1), grew by an annual
rate of 44 per cent in the third quarter. The wide
fluctuation in M1 reflected mainly the issuing of the
national currency in September 1993, when the Bank
of Namibia started reporting the currency in circula-
tion (the Namibia dollar). The twelve-month growth
rate in M2 increased from less than 20 per cent in
November 1993 to a peak of 42 per cent in August
1994; in the subsequent months it declined slightly
to 33 per cent in November and then further to 30
per cent in December 1994. For the year as a whole,
the main factors contributing to the monetary expan-
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sion was a strong demand for credit by the private
sector, while public sector impact on monetary ex-
pansion has been moderate and sometimes
contractionary. The slowdown in the growth of
money, at the end of 1994 is attributed to an increase
in net foreign assets, mainly foreign assets of the Bank
of Namibia that include the Rand taken out of circu-
lation and invested outside the country as foreign
exchange reserves. High deposits of the Central
Government at the Bank of Namibia also contrib-
uted to the increase in foreign assets of the Bank.

Among the components of money supply (M2),
strong growth rate was recorded in time deposits of
the commercial banks, as well as in savings deposits
of the building societies, while savings deposits of
the commercial banks and time deposits of the build-
ing societies recorded a weak growth rate in 1994.
The maturity structure of deposits remained ex-
tremely short-term, with the average share of demand
deposits fluctuating at around 42 per cent. The larg-
est absolute rise was in deposits of individuals, while
deposits of businesses grew at a slower pace.

Liquid assets held by commercial banks remained at
around 1 percentage point above the required lig-
uid asset ratio, compared with 2 percentage points
in 1993. Commercial bank holdings of treasury bills
and internal registered stocks constituted about 22
per cent of the total liquid assets of the commercial
banks at the end of the year, compared with about
48 per cent and 47 per cent recorded in 1992 and
1993, respectively.

Credit developments

Credit to the domestic sector by the banking system
increased by 25 per cent or N$1 110 million to N$5
606 million over the year. Credit extension to the
private sector by the banking system, that accounts
for more than 88 per cent of domestic credit, in-
creased by 28 per cent to N$4 917 million over the
year, mostly due to an increase in loans and advances
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Table 4.1 Claims on domestic sector by the banking system
(N$ Million)

1991 1992 1993 1994
DOMESTIC CREDIT 2 068 3576 4 490 5600
Claims on Central Government (net) -377 421 548 599
Claims on Financial sector 7 7 17 9
Claims on Private sector 2 368 3083 3854 4917
Other 70 65 71 81

and instalment credits by commercial banks. Lend-
ing to nonbank financial institutions by the banking
system fell from N$17 million in 1993 to N$9 million

- in 1994.

Claims on private sector by other banking institu-
tions, that is mainly in the form of mortgage loans to
individuals, registered a significant growth from N§$1
149 million in 1993 to N$1 374 million in 1994. For
the year as awhole, the growth rate of domestic credit
continued to be attributed to high increases in bank-
ing institutions’ claims on private sector, as well as a
moderate increase in net claims on central govern-
ment, reflecting commercial banks holdings of treas-
ury bills and internal registered stocks.

The annual growth rate in respect of credit to the
private sector by commercial banks exhibited a ten-
dency to increase, rising from 29 per cent at the be-
ginning of the year to 33 per cent at the end of the
third quarter of 1994. Claims of the commercial
banks on the private sector by type of borrowers
strengthen significantly. As a share of total commer-
cial banks lending to private sector, it rose from 27
per cent in 1993 to 36 per cent in 1994 (Chart 4.2),
partly reflecting the buoyant business activities dur-
ing 1994, as against 1993. In December 1994, 74 per
cent of the total credit to business was in the form of
loans and advances, compared with 58 per cent re-
corded in the previous year. Over the two years from
1992, instalment credit registered a twofold increase
in 1994 and stood at N$227 million (Table 4.2).

Chart 4.2 Claims on private sector by commercial
banks

December 1993
(27.2%) Business

(72.8%) Individuals

December 1994
(36.4%) Business

(63.3%) Individuals

The share of credit extended to individuals as a per-
centage of total credit to the private sector declined
significantly from 73 per cent in 1993 to 64 per cent
in 1994, (Chart 4.2). However, this type of borrow-
ers continued to be the largest recipient of loans from
the commercial banks. The increase in credit to in-
dividuals is mainly due to a high demand for houses
and consumer durables as reflected in the growth of
mortgage loans and instalment credit respectively.
The composition of credit extended to individuals
has changed significantly between 1992 and 1994. In
particular the share of instalment credit to individu-
als, as a percentage of total credit extended to indi-
viduals increased substantially from 20 per cent in
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1992 to 33 per cent in 1993 before receding to 25 per
cent as at end of 1994. Lending to individuals were
dominated by mortgage loans, which increased sub-
stantially in line with a higher activity in the housing
market. Mortgage loans extended to individuals by
the banks jumped from N$522 million in 1993, (or a
51 per cent increase) to N$787 million in 1994,

The commercial banks’ claims on the private sector
are dominated by loans and advances and instalment
credits. The twelve-month increase of N$837 mil-
lion in credit to the private sector in December 1994,
is mainly characterised by an increase of N$990 mil-
lion increase in loans and advances as other catego-
ries registered a decline over the period. Loans and
advances accounted for more than 74 per cent of to-
tal credit extended to the private sector by commer-
cial banks while instalment credits accounts for 22
per cent.

The annual growth rate of loans and advances re-
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corded in 1994 was about 44 per cent compared with
less than 23 per cent in 1993. Of this component,
about 30 per cent is attributed to mortgage loans,
while the rgmaining 70 per cent is mainly in the form
of overdraft facility. Year-on-year, growth rate of
mortgage loans declined somewhat from 24 per cent
in June 1993, to 23 per cent in August 1994, before
rising again to more than 50 per cent in December
1994. However, the share of this sub-component
stood at about one fifth of total credit extended to
the private sector compared with about one quarter
in 1992. The annual growth rate of both bills dis-
counted and leasing transaction registered a declin-
ing trend during 1994.

Money and Capital Markets
The money and capital markets in Namibia are still

in their infancy stage but fast developing. The
Namibian Stock Exchange (NSE) was established in

Table 4.2 Commercial banks claims on private sector by type of credit

N§ million
1992 1993 1994
Mar  Jun Sep Dec| Mar  Jun Sep Dec| Mar Jun Sep Dec
1. Individuals 1105.702 1143.8 1240.2 1464.6|1404.8 14922 1641.1 1969.1|2 0458 1998.0 2100.7 22543
" a) Loansand Advances 7664 8057 8623 1046.6] 969.0 10232 1079.1 1205.2|1442.4 14799 1537.2 1661.1
(i) Mortgage loans 2363 2589 2763 5134| 3758 4162 4660 521.7| 567.6 6437 7317 7873
(i) Other loans and advances 530.0 5468 5860 5332| 5932 607.0 6131 683.5| 8748 8362 8054 8738
b) Instalment credit 2244 2377 2539 2782 3058 3402 4229 6526| 4878 4712 5242 563.6
¢) Leasing transaction 415 456 489 487 477 507 649 460 404 360 381 280
d) Bills discounted or purchased 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0
e) Other claims 734 549 751 911| 823 781 741 653 753 108 1.2 15
2. Business 687.9 8067 7835 614.6| 8156 8644 868.2 736.5| 930.8 1109.1 1214.7 12883
a) Loans and Advances 463.6 5320 537.1 388.0( 4185 631.1 6228 4388| 689.1 8310 9284 9734
(i) Mortgage loans 252 29 5.1 2.9 2.9 3.8 1296 127 601 139 163 182
(ii) Other loans and advances 4384 5292 5320 385.0| 4156 6273 4932 426.1| 6290 8171 9120 955.2
b) Instalment credit 1019 1101 1187 1242| 1275 1323 1361 1415| 1275 1921 1989 2269
¢) Leasing transaction 197 220 239 267| 265 240 255 239 205 227 154 253
d) Bills discounted or purchased 721 1131 761 473 387 467 530 921| 555 381 365 350
e) Other claims 307 294 277 285( 2043 304 308 402| 382 252 356 277
3, (1+2) Total claims on private sector
a) Loans and advances 1230.0 1337.8 13994 14345|1387.5 16543 1701.9 1644.0|2131.5 2310.9 24655 26345
(i) Mortgage loans 2615 2617 2814 5163| 378.7 420.0 595.6 5344| 6277 6577 748.1 8055
(ii) Other loans and advances 968.5 10760 11180 9182]|1008.8 12343 1106.3 1109.6|1503.8 1653.3 17175 18290
b) Instalment credit 3263 3478 3726 4023| 4333 4725 5591 794.1| 6153 6634 723.1 790.6
¢) Leasing transaction 611 675 728 754| 742 747 904 699 609 587 535 533
d) Bills discounted or purchased 721 1131 761 473 387 467 530 921| 555 381 365 350
e) Other claims 1041 843 1028 119.6| 2867 1084 1050 105.5| 1134 360 368 292
TOTAL 1793.6 1950.5 2023.7 2079.212220.4 2356.6 2509.3 2705.5|2976.6 3107.1 33154 3542.6
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October 1992. After two years in existence, the NSE
recorded a total market capitalization of about N$39
billion equivalent to four times the value of GDP,
ranked second in Africa to the Johannesburg Stock
Exchange. Of the total 14 companies listed on the
NSE, 11 are dual listed, while 9 of the total were listed
in 1994. The NSE experienced its most active trad-
ing during the year as well as the biggest gain in the
index, which rose from 123 in 1993 to 156 in 1994, a
gain of 33 points.

In line with government policy to encourage the de-
velopment of the local money and capital markets
government securities were listed on the NSE. The
listing was meant to attract capital to the stock ex-
change, but so far no trading has taken place. Most
Government debts in Namibia are held by financial
institutions, principally by banks in the form of treas-
ury bills and internal registered stocks. The 91-day
monthly tender bills are issued largely for the pur-
pose of creating instruments for money market, apart
from financing government deficits.

The market for treasury bills continued to be domi-
nated by commercial banks who favour these instru-
ments largely due to their liquidity and good return.
The year under review witnessed an increase in par-
ticipation by nonbank private institutions. However,
in December 1994, 11 per cent of the total bills out-
standing was held by nonbanks compared with 24 per
cent in 1993.

Interest rates

Money market conditions in South Africa continued
to influence general interest rates in the Common
Monetary Area. The South African Reserve Bank
pursued a tight monetary policy in the second half of
1994, mainly aimed at curtailing the rise in inflation
emanating from the strong growth in private sector
credit and depreciation of the rand. This action led
to a general rise in interest rates in both South Af-
rica and in the whole of the Common Monetary Area
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in the last quarter of 1994.

Following the move by the South African Reserve
Bank in September 1994 to increase the Bank rate
by one percentage point, the Bank of Namibia fol-
lowed suit with a one percentage point increase in
its Bank rate to 15.5 per cent. This was followed by a
similar increase by one percentage point in the prime
rate (to 16.5 per cent), the mortgage rate (to 17 per
cent) as well as other short-term interest rates. Asa
result of the deceleration in the rate of inflation, the
real or inflation-adjusted prime rate rose from 1.4
per cent in August 1994 to 4.7 per cent in December.

The short term real interest rate as represented by
treasury bills discount rate rose from a negative point
to a positive number of 2 per cent in December 1994.
The movement in the 91-day treasury bills discount
rate which rose from a peak of 16.2 per cent in Janu-
ary 1992, reached a low point of 11.6 per cent in the
third quarter of 1994. In December 1994, the nomi-
nal discount rate was 12.4 per cent. At this point the
discount rate was about 3.1 percentage points below
the bank rate.

Prime rate of commercial banks followed the change
in the bank rate and stood at 16.5 per cent at the
end of December 1994. The real prime rate as ad-
justed by Windhoek consumer ‘price index fell from
a peak of 9.5 per cent in the third quarter of 1993, to
less than 2 per cent in the third quarter of 1994. How-
ever, in the last quarter of 1994, the rate fluctuated
at around 4 per cent, reflecting the fall in the con-
sumer price index.

The weighted average deposit rate was slightly ad-
justed up from 9.29 per cent in January 1994 to 9.84
per cent in November, while in real terms it remained
negative for the last six months of 1994. The gap
between the weighted average lending and deposits
rates widened from 7.44 percentage points in 1993
to about 7.91 percentage points in 1994,
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Chart 4.3 Nominal interest rates
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Chart 4.4 Real interest rates

- X_ -
o= — - e
= S >< -
g, PO -
- > mm-— .| .
== —— - - L.
—_— e~ Bl |
- ><
- - > .

|
L 3 :
| |+:;‘. > (-
| _ - ><mm |
| S T —
— - |
- - > .
- - > .

- o ><
-—— - <
— — <
T e Sl
~a- ><
- —— === \F - -

1 (=]

U990 Jad

| .
JFMAMJJASONDJFMAMJJASONDJFMAMJJASOND

'94

'93
* Prime rate

= Deposit rate

+ Lending rate

T-Bill rate

x

14




5. PUBLIC FINANCE

In the post independence era, revenue has remained
between 35 per cent and 38 per cent of Gross Do-
mestic Product (GDP) while total expenditure as a
share of GDP has increased persistently to a higher
level of 50 per cent of GDP in fiscal year 1992/93,
and 44 per cent in fiscal 1993/94. This trend is re-
flected in the budgetary deficit during the same pe-
riod. The ratio of debt to GDP has risen from 15 per
cent in financial year 1991/92 to 24 per cent in finan-
cial year 1994/95.

Government savingé are far from excessive when
compared to its investment needs. In fiscal year 1992/
93, government experienced a huge dissaving of
N$270 million, which was the result of a large N$863
million budget deficit. The situation improved in
the following fiscal years of 1993/94 and 1994/95 with
N$55 million and N$87 million respectively in gov-
ernment savings.

Overall, expenditure control contributed to a de-
crease in total expenditure in the fiscal year 1993/94,
which declined by about 4.4 per cent in nominal term.
This decrease was recorded over an increase of about
27 per cent in 1992/93 fiscal year. Current expendi-
ture as a percentage of GDP was brought down from
50 per cent in fiscal year 1992/93 to an estimated 40
per cent in fiscal year 1994/95. The budgeted cur-
rent expenditure for fiscal 1995/96 is about 33 per
cent of the projected GDP.

Total revenue declined steadily in relation to GDP,
falling from 38 per cent in 1992/93 to 37 per cent in
1994/95 and is forecasted at 35 per cent of the pro-
jected GDP of 1995/96, while tax revenue remained
constant in relation to GDP.

Fiscal year 1993/94
Total revenue for fiscal year 1993/94 amounted to

N$2 951 million which is N$100 million more than
what was budgeted for. According to the actual fig-
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ures for fiscal year 1993/94, total expenditure
amounted to N$3 430 million, and resulting in a
budget deficit of N$409 million, which is 5.2 per cent
of GDP. The Government, through the Bank of Na-
mibia, raised funds in the local market by issuing
treasury bills and Government stock to finance the
deficit.

CHART 5.1 REVENUE, EXPENDITURE AND

DEFICIT AS A % OF GDP
60
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Fiscal year 1994/95

Total revenue for fiscal year 1994/95 increased by 9
per cent to N$3 239 million compared with the cut-
come of fiscal year 1993/94. This was partly due toa
remarkable increase in taxes from international trade
and transactions category. The collection rose from
N$89 millionin fiscal year 1993/94 to an estimated
N$1 022 million in fiscal year 1994/95. Customs and
Excise which falls under this category contributed
N$902 million. Another positive development was
an increase in Tax on Income and Profits by N§128
million to N$899 million in fiscal year 1994/95. How-
ever, these increases were offset by declines in some
categories of revenue which include Tax on Goods
and Services (by N$661 million) and Entrepreneurial
and Property Income (by N$12 million).

There were no general budgetary support from grants
in fiscal year 1994/95 apart from grants for recurrent
activity of N$4 million and a development projects
grant of N$40 million. Overall, there was a decline
of grants by N$47 million from N$91 million in fiscal
year 1993/94 to N$44 million in fiscal year 1994/95.
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Total expenditure for fiscal year 1994/95 amounted
to N$3 690 million with current expenditure equiva-
lent to 85 per cent of the total expenditure and 33
per cent of GDP. Capital expenditure constituted 15
per cent of total expenditure and about 6 per cent of
GDP. These transactions resulted in a budget defi-
cit of N$407 million, which was mainly financed from

domestic sources.

1995/96 Budget

The budget for fiscal year 1995/96 were targeted at

resolving primarily economic problems facing the

country. These objectives could be summarized as

follows:

a) to provide strong stimulus to economic growth;

b) to facilitate the generation of job opportunities;

¢) to help the poor to share more from the benefits
of growth; and

d) to give the poor better access to services that raise
their productivity.

Total estimated revenue for fiscal year 1995/96 is ex-
pected to increase by 19 per cent to an estimated
N$3 828 million from a revised N$3 212 million of
1994/95. The bulk of this increase is from tax rev-
enue, with taxes on international trade playing a
dominant role. 'About 88 per cent of the total esti-
mated revenue is from tax revenue. Southern Afri-
can Customs Union (SACU) receipts contributed
about 34 per cent of tax revenue while domestic taxes
on goods and services, and taxes on income and pro-
fits contribute about 33 per cent and 30 per cent, res-
pectively.

Of the tax proposals for fiscal year 1995/96, interest
On outstanding income tax, sales tax and additional
sales duties increased from 15 per cent to 20 per cent
compounded on a daily basis. Minor technical
amendments are proposed in the Sales Tax Act and
in the Additional Sales Duty Act to simplify the ad-
Ministration of these two categories. Persons earn-
ing less than N$15 000 per annum are no longer re-

—
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quired to submit annual tax returns. The tax rate of
35 per cent which is applicable to an income exceed-
ing N$60 000 has been adjusted to an income of more
than N$80 000.

It has been customary for the Government to keep
the top marginal rate in line with the company tax
rate. As a consequence of the reduction of the maxi-
mum marginal rate to 35 per cent, non-mining com-
pany tax rate has also been reduced to 35 per cent
from 38 per cent. Other amendments that were in-
cluded in the tax proposals were to increase gratui-
ties from N$30 000 to N$50 000 on a tax free basis by
the time of retirement. It was also stated that any
amount transferred from one retirement fund to an-
other will be exempted from taxation.

Total expenditure provided for in fiscal year 1995/96
amounts to N$4 362 million which is an increase of
18 per cent from the revised figures of fiscal 1994/95.
As a percentage of GDP, total expenditure increased
from 37 per cent in fiscal year 1994/95 to 39 per cent
in fiscal year 1995/96 showing a slight budgetary ex-
pansion. Of the total, current expenditure which in-
clude statutory expenditure accounts for 85 per cent.
Personnel expenditure constitutes about 56 per cent
of the current expenditure while the share of the
rest of the categories in current expenditure namely,
purchases of goods and services, subsidies and other
current transfers as well as interest payments, con-
stitutes 27 per cent, 14 per cent, and 3 per cent, re-
spectively. Domestic interest payments accounts for
86 per cent of total interest payments, while the rest
is foreign. This is a reflection of the Government’s
policy to borrow domestically.

Capital expenditure which accounts for 15 per cent of
total expenditure, increased by 27 per cent in fiscal
year 1994/95 to about N$645 million in fiscal year
1995/96. This is an indication of the Government’s
commitment to development projects. The develop-
ment portion of the budget takes about 90 per cent,
while the remaining 10 per cent is allotted to opera-
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tional capital expenditure. There is also an additional
N$310 million funded by foreign grants for develop-
ment projects, but this is spent outside the State Rev-
enue Fund and is not included in the main budget.

The projected gross budget deficit for the fiscal year
is set to be at N$512 million. After a grant of N$39
million, budget deficit amounted to N$474 million.
This will be financed from domestic sources (N$282
million) and concessional borrowing (N$92 million)
and cash drawdown of N$100 million. As a percent-
age of GDP, the net deficit is estimated to be 4.3 per
cent of the projected GDP.

Government debt

Total outstanding debt ending March 1994 amounted
to N$1 810 million, an increase of 36 per cent from
the previous period ending March 1993. This is about
19 per cent of the Gross Domestic Product. The
major contributor to the total is the domestic debt
component which takes up 14 per cent of GDP. The
increase in domestic debt is made up of the pre-in-
dependent debt at the Bank of Namibia totalling
N$630 million followed by N$474 million in Govern-
ment stock. Treasury bills increased by N$16 million
to N$212 million in the year. Foreign debt consti-
tuted about 5 per cent of GDP. The major portion is
the N$403 million long term stock issued before in-
dependence and held mainly by non-residents.

BANK OF NAMIBIA

TABLE 5.1 STRUCTURE OF OUTSTANDING
PUBLIC DEBT (IN N$ MILLIONS)

End of March 1993 1994
Foreign debt 459.1 4884
Stocks 439.6 403.6
Other Loans 19.5 13.0
Long term stocks - 55.7
Other loans - 16.1
Domestic debt 8669 | 1321.7
Treasury Bills 1956 | 2123
Stocks 130.6 473.6
Bank of Namibia loan 524.3 6299
Other loans 16.4 5.9
Total Debt 1326.0 | 18101
Foreign debt as % of GDP 6.0 5.0
Domestic debt as % of GDP 11.0 14.0

Source: Ministry of Finance
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6. FOREIGN TRADE AND PAYMENTS
Overall balance of payments position

The overall balance in the external payments posi-
tion improved in 1993 to N$298 million, and was pro-
visionally estimated at N$266 million, or 3 per cent
of GDP in 1994. The effects of the introduction of
the Namibian currency and a positive net overall
balance, raised foreign reserve assets during 1993
with N$298 million. A further increase in 1994 should
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Current account surplus widened by 29 per cent from
N$582 million in 1993 to N$748 million, due to bet-
ter exports performance and moderately higher trans-
fer receipts. In relation to GDP, the surplus was 7
per cent in 1994, similar to the previous year.

The balance on capital account was a deficit of N$440
million in 1994. Higher levels of investment in pen-
sion funds, life assurance and unit trusts assets in
South Africa remained the major reason for Namibia
being a net exporter of long term capital.

raise the level to N$719 million.

TABLE 6.1 BALANCE OF PAYMENTS MAIN AGGREGATES 1990 TO 1994(a)

CALENDAR YEARS
1990 1991 1992 1993 1994(b)
- N$ MILLION -
Balance on current account 123 388 296 582 748
Balance on merchandise trade -83 259 225 399 . 586
Merchandise exports fob 2 809 3351 3826 4214 4692
Merchandise imports fob (excl duty) -2 892 -3092 -3 601 -3 815 -4 106
Net services -655 -974 -1067 -897 -913
Net income 105 266 78 197 155
Net transfers 756 837 1060 883 920
Balance on capital account, excl reserves (c) -532 -513 -278 -175 -440
Direct investment, net 73 315 230 78 88
Portfolio investment, net -488 -872 =721 -453 -750
Pension funds -18 -402 -536 -644 -694
Life assurance -498 -400 -229 -65 -125
Other 28 -70 44 256 69
Other long term capital, net 94 125 47 -15 105
Official 96 102 4 56 )
Monetary authorities - --- 80 101 95
Banks -15 -19 -11 -9 -10
Other sectors 13 42 -26 -163 15
Other short term capital, net 211 -81 166 215 117
Official -270 270 -12 -27 -68
Banks 73 -403 235 220 224
Other sectors -14 52 -57 22 -39
Balancing item (net errors & omissions) (d) 504 91 -37 -109 -42
Overall balance (e) 95 -34 -19 298 266
Change in reserves (f) -95 34 19 -298 -266
(In per cent of GDP)
Current account balance 2.1 5.8 3.7 7.0 7.3
Overall balance 1.6 -0.5 -0.2 3.6 26

-- Indicates nil or less than N$500 000.

(@) For the current account, a minus sign (debit) means a deficit, imports of goods and services, or income and transfers payable. A plus sign (credit) means a surplus, exports of
8oods and services, or income and transfers receivable. For the capital account (including reserves), a minus sign (debit) means a capital outflow (deficit), an increase in foreign

® ﬁ"a?{cgal a}vsets, or a decrease in foreign liabilities. A plus sign (credit) means a capital inflow (surplus), an increase in foreign libilities, or a decrease in foreign financial assets.

rovisiona,

(c) Represents net identified capital transactions, other than in reserves.

(d) Represents the net errors and omissions in the current and capital account.

(e) Overall balance is equal to the current account balance, plus all identified capital transactions, excluding changes in reserves, plus net errors and omissions.

() For changes in reserves, a minus sign means an increase and a plus sign a decrease.
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The level of Namibia’s foreign assets was N$10.5 bil-
lion at 31 December 1994, while foreign liabilities
was N$8.9 billion. The main components of foreign
assets are the pension funds and life assurance poli-
cies of Namibian residents, accounting for over 80
per cent of the total, while foreign direct investment
makes up more than two-thirds of the total foreign
liabilities.

Namibia’s external public debt increased by 15 per
cent during 1994, to a level of N$1.6 billion, or 15
per cent of GDP, by 31 December 1994. More than
two-thirds of the total debt are being re-negotiated,
as it comprises a pre-independence debt component
with South Africa which is expected to be cancelled.

Current Account

Merchandise exports grew in nominal terms by 11 per
cent in 1994. Most of the growth occurred in the
food and live animals component (45 per cent). Ex-
ports of live animals rose by 45 per cent in 1994 from
N$279 million a year earlier. This category accounted
for 9 per cent of total merchandise exports in 1994,
compared with 7 per cent in 1993.

Better prices were realised for live cattle, both for
slaughter (up by 54 per cent) and open markets (up
by 62 per cent), while the total number of cattle ex-
ported increased by 1 per cent to 182 000. Exporters
of small stock gained from better prices (up by 29
per cent) and volumes (up by 10 per cent).

Exports of meat and meat preparations grew by 29
per cent in 1994, strongly influenced by cattle meat
(29 per cent) and meat products (26 per cent). Higher
prices and a 6 per cent rise in volumes, as produc-
tion from the Oshakati abattoir came on stream, and
boosted exports. Prices in South Africa rose sharply
from the third quarter of 1994, by as much as 40 per
cent.
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Exports of unprocessed and semi-processed fish re-
bounded by 74 per cent in 1994 from an 8 per cent
decline of the previous year. Hake represents the
bulk of this category, and increased by 70 per cent,
benefitting from higher prices. Lobster and crabs
declined markedly by 52 per cent in 1994, mostly due
to a very low export volume of crabs.

In value terms, mineral eXports declined marginally
from N$2 365 million in 1993 to N$2 353 million in
1994. Other mineral products, which include ura-
nium, fluorspar, salt and arsenic, declined by 16 per
cent. Diamond exports, a very important export com-
modity, experienced a negative growth rate of 2 per
cent. The decline was mostly due to a 12 per cent
drop to 1,160 million in the quantity of carats ex-
ported, somewhat offset by a 11 per cent increase in
prices. Diamonds’ share of total merchandise ex-
ports declined from 36 per cent in 1993 to 32 per
cent in 1994, whereas its share of GDP fell from 18
per cent to 14 per cent. In recent years, most of the
diamond-exports are to the United Kingdom and
Belgium. The exports of copper and lead rose by 30
per cent and 26 per cent respectively, due to a surge
in prices. Gold exports increased by 30 per cent,
bolstered by volume and price increases.

Manufactured products recorded an export decline
of 5 per cent in 1994, compared with 21 per cent
growth in 1993. Value added in the fishing sector
represents the bulk of this category, while canned
pilchards, in turn, account for about three-quarters
of the export proceeds of the fishing sector. The ex-
ports of canned pilchards increased by 25 per cent,
as volumes (16 per cent) and prices (7 per cent) rose.
Exports of pelagic fish meal fell by 41 per cent,
through Jower volumes. Other, non-fishing manu-
factured products decreased by 28 per cent.

Significant exports diversification is taking place in
recent years, with the United Kingdom (mostly dia-
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monds, meat and meat preparations) accounting for
34 per cent of total exportsin 1993. The export share
to South Africa (manufactured products, food and
live animals, non-diamond minerals) is 27 per cent,
while Japan (non-diamond mineral products) and
Spain (food and live animals, meat and meat prod-
ucts, fish, lobster and crabs) are fast becoming ma-
jor recipients of Namibian exports.

Merchandise imports grew in nominal terms by about
8 per cent in 1994, compared with the 1993 reces-
sion-year rate of 6 per cent. The composition of im-
ports was-largely dominated by consumer goods,
namely foodstuffs and miscellaneous manufactures.
The increase represented most of the commodity
groups, especially machinery, office and communi-
cations equipment (up by 27 per cent) and other
metal and metal products (up by 18 per cent).

South Africa remained the major source of Namibia’s
merchandise imports. Imports patterns have
changed, however, from 1992 onwards, with the value
of imports from non-SACU countries such as Ivory
Coast, Germany and the United States of America
becoming more significant. As a result, South Afri-
ca’s share in total imports has declined over time,
from 90 per cent in 1990 to 86 per cent in 1994.

A large deficit on net services had been a consistent
feature of Namibia’s balance of payments since 1990.
The deficit is attributable mainly to increases in the
net transport deficit (a deficit of N$592 million, on
average, for the 1990 to 1994 period), as well as the
net business, administrative, financial and commu-
nication services deficit (an average deficit of N$440
million). Since 1993, when non-resident travel ar-
rivals increased by 55 per cent, the net services defi-
cit had been increasingly offset by growing net travel
services receipts.

In 1994 the net deficit on services increased by 2 per
cent to N$913 million. Gross travel receipts increased
by N$145 million over 1993, mostly due to tourism
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from South Africa, by N$47 million, and Germany,
by N$38 million. Personal travel receipts, covering
holiday and leisure, increased by N$117 million, while
business travel receipts increased by N$28 million.
Personal travel arrivals were up by 20 per cent, and
their per capita spending increased by some 10 per
cent. This was partly caused by the economic recov-
ery in Europe, more particularly in Germany. Gross
travel payments increased by N$28 million.

The net deficit in transport services increased by 11
per cent. This could be attributed to a rise of slightly
more than 10 per cent on other transport services,
reflecting growth in Namibia’s total trading activity
in 1994. Payments for the charter of fishing boats,
especially for boats catching horse mackerel, in-
creased by 12 per cent to N$301 million.

Net business, administrative, financial and commu-
nications services deficit increased markedly in re-
cent years, in 1994 by 10 per cent. Most of the in-
crease was a result of 12 per cent higher payments
on services other than foreign development assist-

ance.

Total exports of goods and non-factor services in-
creased by 13 per cent from N$4.8 billion in 1993 to
N$5.5 billion in 1994. Growth in services receipts
(by 25 per cent) easily outpaced the 11 per cent
growth in merchandise exports. Imports of goods
and non-factor services increased by 8 per cent from
N$5.3 billion to N$5.8 billion. Growth in services
debits were slightly higher than growth in merchan-
dise imports.

The resource gap, which is the difference between
total trade in exports and imports of goods and non-
factor services, narrowed from N$842 million in 1992
to N$307 million in 1994. The services share of total
trade has been increasing since 1990, from 18 per
cent to 22 per cent in 1994. The importance of trade
to Namibia is further emphasised if expressed by to-
tal trade in goods and non-factor services as a per-
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centage of GDP (1994; 110 per cent, 1993; 121 per
cent).

Since 1990, Namibia’s terms of trade (base year 1990
= 100) has shown a deteriorating trend, with the in-
dex falling to 82.9 in 1993. It then rebounded by 15
per cent to 95.5 in 1994. The trend reversal came
about as export prices increased faster in 1994 than

import prices.

Net investment income fell dramatically by N$50 mil-
lion in 1994, as a rebound of N$84 million in pay-
ments on foreign direct investments in Namibia more
than offset an increase in receipts from Namibian
investments abroad. The substantial rise in direct
investment payments reflected in large part the
N$170 million in undistributed earnings, shown in
the current account as an investment income out-
flow and in the capital account under direct invest-
ment inflows. Most of Namibia’s investment income
receipts in 1994 were on portfolio investment (pen-
sion funds; N$269 million and life assurance; N$235
million).

Net transfers in cash and kind increased moderately
by 4 per cent to a surplus of N$920 million, or 9 per
cent of GDP, in 1994 after a decline of 17 per cent in
1993. The major transfer items are foreign develop-
ment assistance and Southern African Customs Un-
ion (SACU) receipts. On average, net transfers have
been positive with a level of N$891 million, or 11 per
cent of GDP, for the 1990-94 period.

SACU receipts, which are based on the level of mer-
chandise imports, increased considerably (by 14 per
cent) in 1994 from N$762 million in 1993, thus ac-
centuating an increasing trend recorded in 1991.
Foreign aid declined by 6 per cent, mostly dueto a9
per cent fall in aid received from foreign govern-
ments.
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Capital account and foreign reserves

The capital account (excluding reserves) had been
in deficit since 1990. Over this period, the deficit
had been, on average, 5 per cent of GDP. It widened
in nominal terms from N$175 million in 1993 to a
provisional N$440 million, or 4 per cent of GDP, in
1994. The deficit was heavily influenced by portfo-
lio equity investment outflows to South Africa, which
rebounded 21 per cent to N$866 million.

Direct investment remained stable, from N$106 mil-
lion in 1993 to N$105 million in 1994. A combined
N$138 million increase in new equity capital (up by
N$31 million) and reinvested earnings (up by N$107
million) by foreign direct investors was significantly
offset by a N$117 million expansion in other capital
outflow. Liabilities to direct investors decreased by
N$77 million, and claims on direct investors rose by
N$40 million. Direct investment abroad was N$17
million in 1994.

The main capital outflows are in investment in pen-
sion funds and life assurance assets held in South
Africa. On average, these portfolio investment out-
flows were some N$663 million per annum for the
1990 to 1994 period, or 8 per cent of GDP. Financial
transactions associated with pension funds dominate,
although transactions in fife assurance assets are also
of significance. On a gross basis, pension fund out-
flows increased year-on-year by N$58 million, life
assurance outflows increased by N$60 million, and
unit trust outflows by N$41 million.

The government has moved to bring a portion of the
funds progressively back, by amending the Pension
Funds Act of 1956. By 31 December 1994, 15 per
cent of all pension fund assets should have been re-
patriated to Namibia. By 31 March 1995 the Insur-
ance Act of 1943 will be amended to include the ac-
quisition of these type of assets by insurance compa-
nies. Initial response has been good, with more gov-
ernment long term Internal Registered Stock being
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acquired, as well as other investment activity in
Swakopmund, Sossusvlei, Etosha and Windhoek.

The category referred to in the Balance of Payments
as other capital - long term, jumped from an outflow
of N$15 million in 1993 to an inflow of N$105 mil-
lion in 1994. The foreign liabilities of the monetary
authorities rose by N$95 million (1993: N$101 mil-
lion), as the Bank of Namibia facility with the South
African Reserve Bank increased due to the capitali-
sation of interest and redemptions on Namibia’s pre-
independence debt. Banks (commercial banks and
building societies) repaid N$10 million (1993: N$9
million) of their long term liabilities, while the rest
of the sectors (mostly retail and mining) increased
theirs by N$15 million (1993: repaid N$163 million).

Short term capital is mostly influenced by transac-
tions between banks and their parent companies. In
1994 there was inflows of N$117 million (1993: N$215
million), as commercial banks especially increased
their short-term foreign liabilities by N$223 million
(1993: increased by N$74 million) and reduced their
foreign assets by N$1 million (1993: reduced by
N$146 million). The resident official sector raised
its short-term foreign assets by N$68 million during
1994,

The substantial improvement in the current account
of the balance of payments offset the deficit on the
capital account and was responsible for a N$128 mil-
lion increase in foreign reserves in 1994. The with-
drawal of rand from circulation, as more Namibia
dollars were introduced, ensured that an additional
N$138 million became part of the national reserve
assets. The level of the reserves rose, therefore, by a
total of N$266 million to N$719 million at 31 De-
cember 1994. This is equivalent to 6 weeks of mer-
chandise imports and non-factor services, as com-
pared to 4 weeks at the end of 1993.

External debt

Namibia’s foreign public debt increased by 15 per
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cent during 1994, to a provisional level of N$1,6 bil-
lion, or 15 per cent of GDP, by the end of 1994. Most
of the net increase of N$201 million was due to new
Internal Registered Stock being acquired by non-
residents (net N$140 million), and a N$95 million
rise in the Bank of Namibia/South African Reserve
Bank facility, as more interest payments and capital
redemptions on the pre-independence loans were
capitalised. ’

At the end of 1994, the maturity of over 99 per cent
of the overall official foreign debt was long term,
while 98 per cent was denominated in Rand. The
level of private external debt (excluding supplier cred-
its) was provisionally estimated at N$46 million,
which gives a sectoral split of 97 per cent as official
debt, with the remainder as private debt. Namibia’s
debt service ratio, expressed as a percentage of total
exports of goods and non-factor services, was only
1.7 per cent in 1994 representing a very small bur-
den on its balance of payments. The ratio was 3.2
per cent in 1993, influenced by significant capital re-
payments by the private sector.

At the end of 1994, initial talks between the Heads
of State of Namibia and South Africa culminated in
the South African authorities agreeing in early 1995
to service the pre-independence debt. The finer de-
tails as well as a possible new schedule of interest
and capital repayments need still to be worked out
and agreed upon. The re-negotiated, pre-independ-
ence debt constitutes N$1,078 million, equivalent to
68 per cent of Namibia’s official debt, at end 1994.

International Investment Position

Whereas the current and capital accounts measure
flows, or transactions, during a calendar year, the in-
ternational investment position (IIP) records the lev-
els, or stocks, of external assets and liabilities of a
country, usually at the end of each calendar year. The
ITP reconciles the opening values of foreign assets
and liabilities with the closing values by showing, in
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TABLE 6.2 FOREIGN DEBT OF GENERAL GOVERNMENT AND BANK OF NAMIBIA: TRANSACTIONS

AND LIABILITIES
(N$ million)
BALANCE OF PAYMENTS
1989 1990 1991 1992 1993  199%4(a)
Current account

Portfolio investment - interest paid (inck interest paid on
Namibia’s behalf and capitalised)
General Government Rand stock, Treasury Bills, Internal

Registered Stock and facility with SA Reserve Bank -45 -94 -12 -23 -50
Bank of Namibia facility with SA Reserve Bank - - -51 -49 -43
Other investment - interest paid or capitalised
General Government Rand and non-Rand loans -20 -4 -2 - -7
Bank of Namibia capitalised interest - - -1 -9 -11
Capital account (net changes in liabilities)
Portfolio investment, General Government, long term debt, 40 -32 1 206 105
Portfolio investment, General Government, short term debt, 2 25 -13 -10
Other capital, General Government, long térm loans, 99 110 10 60 10
Other capital, Monetary Authorities, long term loans, 80 101 95
INVESTMENT POSITION
1989 1990 1991 1992 1993 19%(a)
Total foreign debt outstanding as at 31 December 673 817 905 1020 1374 1575
Portfolio investment, General Government, long term 457 497 464 465 671 776
Portfolio investment, General Government, short term - 2 27 14 4
Other capital, General Government, long term:
Rand loans issued in South Africa 47 40 33 26 75 69
Government facility with SA Reserve Bank - 187 . 356 - -— -
Non-Rand loans 169 93 49 - 11 28
Other capital, Monetary Authorities, long term:
Bank of Namibia facility with SA Reserve Bank - - -en 502 603 698

- Indicates nil or less than N3500 000
(a) Provisional

TABLE 6.3 INVESTMENT POSITION MAIN AGGREGATES 1990 TO 1994

1990 1991 1992 1993 19%4(a)
(N$ Million)

Foreign assets at end of year 5399 6441 6914 8 746 10 484
Direct investment abroad 204 269 249 277 311
Portfolio investment 4023 5094 5796 7374 8 688
Other assets 967 907 717 641 766
Reserve assets 205 171 152 454 719

Foreign liabilities at end of year 7292 7748 8 584 7952 8 937
Direct investment in Namibia 5245 5802 6 540 5629 6 067
Portfolio investment 565 501 561 700 899
Other liabilities 1.482 1 445 1483 1623 1971

Net foreign position at end of year -1893 -1307 -1670 794 1547

(a) Provisional
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addition to transactions, all other changes due to
valuations and any other adjustments not resulting
from transactions. Table 6.3 provides more details
on Namibia’s ITP.

Namibia’s foreign assets increased by N$1.7 billion
or by 20 per cent from end 1993 to N$10.5 billion at
end 1994, reflecting mainly the significant rise in value
of portfolio investments, especially pension fund as-
sets held in South Africa. These assets have more
than tripled in value since 1990, while the market
value of life assurance policies invested in South Af-
rica have more than doubled over the same period.

Namibia’s foreign liabilities rose by N$1.0 billion or
by 12 per cent to N$8.9 billion since 31 December
1993, due mainly to a slower rise in the market value
of equity investments by foreign direct investors. The
reduction in the market value of Namibia’s foreign
liabilities in 1993 is explained by the acquisition of
half of the equity shares of Namibia Diamond Cor-
poration (Pty) Ltd by the Namibian Government.
Since that year Namibia has moved into a net asset
position regarding its foreign assets and liabilities,
as can be seen from the last line of Table 6.3.

The main components of foreign assets are pension
funds and life assurance policies of Namibian resi-
dents, accounting for over 80 per cent of the total.
Foreign direct investment in Namibia makes up more
than two-thirds of the total foreign liabilities of Na-
mibia.

Exchange rates and policy

Changes in the nominal external value of the Na-
mibia dollar reflect developments in the South Afri-
can rand exchange rate and are determined on the
basis of cross rates of the rand against the currencies
concerned in the international exchange markets.

As a result, over the first seven months of 1994, the
Namibia dollar depreciated nominally from N§ 3.37

BANK OF NAMIBIA

per US dollar in December 1993 to N§$ 3.67 in July
1994, mirroring sporadic plunges in the value of the
rand, which often are due to political and financial
uncertainty in South Africa. The Namibia dollar
firmed somewhat to N$ 3.55 per US dollar by De-
cember 1994.

Namibia forms part of the Common Monetary Area
(CMA), which is an exchange control territory com-
prising Lesotho, Namibia, South Africa, and
Swaziland. The currency, the Namibia dollar, is freely
convertible and pegged to the South African rand,
at par. Under the CMA Agreement, the rand is also
legal tender in Namibia. In its relations with coun-
tries outside the CMA, Namibia applies exchange
controls that are the same as those of South Africa.
No restrictions are applied to payments within the
CMA, and, in principle, these are not controlled.
Capital can circulate freely between member states
of the monetary area. Financial rand may not be
acquired by, or held for account of, any resident of a
CMA member country. However, foreigners (to
CMA) can import their capital into Namibia in dis-

~counted financial rand and repatriate profits in com-

mercial rand.
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7. ANNUAL REPORT OF THE OFFICE OF
THE REGISTRAR OF BANKS AND
BUILDING SOCIETIES IN TERMS OF
SECTION 47 OF THE BANKS ACT, 1965
(ACT NO 23 OF 1965) AND SECTION 77
OF THE BUILDING SOCIETIES ACT,
1986 (ACT NO 2 OF 1986) FOR THE
PERIOD 1 JANUARY THROUGH
DECEMBER 1994

During 1994, the Office of the Registrar of Banks
and Building Societies gave further focus on the work
to strengthen its regulatory and supervisory roles.
Major efforts were directed at re-examining and
reevaluating the adequacy and the relevance of the
existing legislative framework for bank surveillance
and banking industry supervision in Namibia, and the
effectiveness of the operational apparatus and tools
available to the Office of the Registrar to carry out
such functions. The major objectives are to consoli-
date and to improve on the experiences, gains and
progress made during the past years, and to prepare
the banking institutions and the banking industry in
Namibia for an accelerated , though orderly and eq-
uitable, development, growth and progress. Strate-
gies and measures are being examined to further pro-
mote domestic competition in order to foster the
pricing, allocative and operational efficiency within
the financial sector. To complement these strategies
and measures, the prudential regulation and bank
supervision approaches and practices would be mod-
ernised and brought into line with international
standards. The Office of the Registrar will take fur-
ther initiative to consult with and solicit views from
various parties, while taking into account the cur-
rent and future needs and aspirations of the
Namibian people in the progression and development
of the economic, financial and the banking systems
of the country.

Several significant events took place during the pe-
riod under review. In April 1994, a provisional reg-
istration under the Banks Act 1965 was granted to
the City Savings and Investment Bank Ltd and the
City Savings and Investment Bank Holdings Ltd asa
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bank and a bank holding company respectively. The
registration of the new bank brought the number of
banks operating in Namibia back to five (5). In No-
vember 1994, the Building Societies Amendment Act,
1994 was promulgated. The main purpose of the
amendment is to facilitate the transformation of
building societies into fully fledged banking institu-
tions. Following this, the Office of the Registrar re-
ceived an application from a building society to be-
come a bank licensed under the Banks Act, 1965.

In order to ensure compliance with the legal and fi-
nancial requirements of the Banks Act, 1965, and the
Building Societies Act, 1986, institutions are required
to submit various returns and reports on a regular
basis to the Division for analysis and compilation of
statistics.

The Board of the Bank of Namibia is regularly up-
dated on the conditions and trends in the banking
industry and building societies through a supervisory
quarterly report and the Division has been working
on improving the design and content of the said re-
port.

The Division has monthly computed liquid assets
and minimum reserve balance requirements for each
institution to monitor compliance with the said re-
quirements. Work has also been done on designing
forms for capital adequacy and sectorial distribution
of loans.

To verify the information submitted by the institu-
tions and to assess the institutions' management and
internal control systems, two routine on-site inspec-
tions were conducted during the period under review.
The first inspection covered the main features of the
management and control systems of the bank con-
cerned, while the second one focused on the asset
growth, capital adequacy, internal control systems
within the credit function and future capital require-
ment. Additionally, thirty three (33) on-site meet-
ings to monitor developments were also held.

25




Documentation for on-site inspection was continu-
ously updated with a view to be in line with the new
Draft Banking Institutions Bill while a system which
will contain important and updated information for
each institution was established.

Regional groupings of bank supervisors have
emerged worldwide over a period of time since the
formation of the Bank of International Settlements'
(BIS) Committee of Bank Supervisors. This led to
the establishment of the East and Southern Africa
Bank Supervisors (ESAF) Group in July 1993. The
objective of ESAF, inter alia, is to create a forum for
‘the exchange of experiences and information as well
as offering training for bank supervisors in the group.

As per earlier agreement, the first ESAF-Group
training course in banking supervision was held in
September 1994 at the South African Reserve Bank
in Pretoria. Two staff members of the Office of the
Registrar participated in the said course.

Further, the training of bank supervisors at the Bank
of Namibia is partly in the ambit of international
cooperation with other supervisory authorities as
evidenced by the attachments of our staff concluded
with the Bank of England, the South African Reserve
Bank, the Federal Reserve System of the USA and
the State Bank of Pakistan. Furthermore, following
requests from the Bank of Namibia, attachment of-
fers were received from the Bank of Botswana and
the Reserve Bank of Zimbabwe under the auspices
of the Southern African Development Community
(SADC).

The Basle Committee on Bank Supervision organ-
ises the International Conference of Bank Supervi-
sors (ICBS) every second year. The 8th such confer-
ence at which the Bank of Namibia was represented
by the Registrar of Banks and Building Societies and
the Manager for Banking Supervision was held in
October 1994, in Vienna, Austria.
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As secretariat for the ESAF-Group, the Office of the
Registrar has, inter alia, been collecting, compiling
and distributing data on supervisory issues for these
now fourteen (14) member countries as was re-
quested by the Bank for International Settlements
and also prepared the agenda on the ESAF meeting
prior to the above mentioned Eighth International
Conference of Bank Supervisors.

The Office of the Registrar also acquired the Or-

_ ganization for Economic Cooperation and Develop-

ment (OECD) task force recommendations on
money laundering and distributed these to the mem-
bers of ESAF during the year under review.

THE INSTITUTIONS
Structure:

The Namibian banking sector at year-end consisted
of five commercial banks, namely:

- Bank Windhoek Ltd

- City Savings and Investment Bank Ltd
- Commercial Bank of Namibia Ltd

- First National Bank of Namibia Ltd

- Standard Bank Namibia Ltd,

while therée was no change in the number of building
societies; viz.

- Namib Building Society and
- South West Africa Building Society (SWABOU)

Perf. i lition:
Banks:

Banks' total assets amounted to N$4.7 billion (N$3.5
billion: 1993) at the closing of the year under re-
view. This represented an increase of 32.2 per cent
from the preceding year. The growth occurred mainly
in loans and advances which, in turn, grew by 34.5
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per cent and constituted 79.2 per cent of the total
assets.

The overall growth in the sectorial balance sheet
could also be partly attributed to the addition of City
Savings and Investment Bank Ltd which commenced
its business during the period under review.

Table 1: Key Data: Banks

Asat end of
(Amounts in N$'000)
1992 | 1993 | 19%4
Number of Banks 5 4 5
Number of Employees 2079 209 2391
Total Deposits 2535014 | 2980577 | 3766023
Total Loans 2266457 | 2775119 | 3731863
Loan-Deposit Ratio 894% | 931% 99.1%
Branch Network % 90 | 9%
ATM Network 68! 8 | 98

Liquid assets held increased by 10.4 per cent to N$507
million (N$458 m: 1993) and have been well above
the statutory requirement throughout the period
under review.

Banks continued to invest a substantial amount of
their liquid assets in local assets such as Treasury Bills
and short-term government stocks. This could be an
indication of the banks' confidence in the Govern-
ment and/or the lack of alternative liquid assets in-
struments in which they could invest their funds. If
the former prevails and continues for years to come,
it could facilitate the development and the promo-
tion of Namibia's money market and financial instru-
ments.

The growth in loans and advances was primarily
funded through deposits which - as indicated in
Tables 1, 2A and 2B - increased by 26.4 per cent
from N$2.9 billion to N$3.7 billion at year-end. How-
ever, the growth in advances continued to outpace
that in deposits, as clearly shown by the increase in
the loans and advances to deposits ratio, i.e. 99.1 per
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cent (93.1%:1993). This ratio is considered to be
high since, if the required liquid assets are deducted
from the funding base, it exceeds the 100 per cent
bench mark and indicates that banks are borrowing
and/or are using a portion of their capital to finance
their lending operations.

Table 2A: Loans & Deposits of the Banking System

As at end of
(N$'000)
1992 1993 1994
Deposits:
Banks 2535014 | 29805771 3766023
Building Societies 410155 418400 | 589200
2945169 | 3398977 | 4355223
Loans:
Banks 2266457 | 2775119 3731863
Building Societies 628 276 716600 | __863 700
2894733 | 3491719 | 4595563
Resource Surplus (+)/
|
Gap (-) 50436 | (92742) | (240340)
Loan-Deposit Ratio 083% | 1027% | 1055%
Table 2B: Banks Deposits by Type
As at end of/Annual Change Asatend
1992 1993 of 1994
N§000) | % | (NSooo) | % | (Nsoon)
Current | 998897 | 26.7% | 1266039 | 25.7% | 1590853
Fixed | 1157604 | 144% | 1324524 | 268% | 1679 242
Savings | 335444 | 28% | 344842| 226% | 422836
Others 430609 | 4.9% 45172 | 61.8% 73092
Totals | 2535014 | 17.6% | 2980577 | 264% | 3766023

As noted above, deposits were the main source of
funding of this sector, and constituted 82.7 per cent
of the total liabilities and capital. The trend of the
liability maturity structure towards short-term con-
tinued during the period under review. Capital and
reserves were up by 38.0 per cent from N$226 mil-
lion in 1993 to N$312 million in 1994. Capital and
reserves represented 6.7 per cent of total assets while
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loans and advances contributed to over 70 per cent
of the banks' total operating income during the pe-
riod under review.

Building Societies:

The two building societies were profitable, despite
their squeezed earning margins due to high funding
costs and lower earnings from their main business,
mortgage lending.

The total assets of the building societies grew by 18
per cent to.N$1 billion during the period under re-
view. The increase was attributable to an increase
of 20.5 per cent in loans and advances which consti-
tuted 82.6 per cent of the total assets.

Loans and advances to deposit and borrowing ratio
was 123 per cent at year-end éompared to 108.4 per
cent in 1993. This indicates that building societies
resorted to their capital base to finance their lending
operation..

Table 3: Key Data: Building Societies

Asatend of
(Amounts in N$'000)
1992 1993 1994

Number of Building Societies 2 2 2
Number of Employees 160 201 214
Total Depesits 410155 | 418400 | 589200
Total Loans 628276 | 716600 | 863700
Loan-Deposit Ratio 1532 1713 | 146.6
Loan-Deposit & |

Borrowing* Ratio 108.4% | 1084% | 123.0%
Branch Network 7 8 9
ATM Network 4, 3 2

*Includes Negotiable Certificates of Deposits (NCD's), subscription and fixed
period shares.

BANK OF NAMIBIA

Liquid assets held increased slightly by 3.1 per cent
(43.3%: 1993) to N$111.6 million and was above the
statutory requirement. The latter grew by 33.7 per
cent to N$100 million reflecting the growth in the
liabilities to the public.

As with banks, the major source of funding for the
societies, as indicated in Table 3 above, was deposits
which increased by 40.8 per cent to N$589.2 million
and constituted approximately 56.3 per cent of the
societies' total liabilities and capital. The maturity
structure of liabilities was biased towards short-term’
with 42.3 per cent in short-term, and 35.9 per cent in
medium-term.

Capital and reserves increased by 45.9 per cent from
N$204.1 million to N$297.8 million during the pe-
riod under review.
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8. STAFF AND ORGANISATION

The Board of Directors extend their deepest appre-
ciation to all Bank staff for their continuous dedica-
tion, loyalty and excellent service. The strong com-
mitment to their duties by the staff has resulted in
the Bank achieving its goal of “becoming a fully-
fledged central bank” in a short period of just on four
years.

Organisation

As at the end of January 1995 the Bank had a total
staff complement of 141. During 1994 the Bank re-
organised its structure as presented in the chart be-
low.

Because of the changing environment in which the
Bank is operating, it was found necessary to re-or-
ganise the structure. The objective was to further
enhance the Bank’s management capabilities and to
position the Bank, organisationally, to meet future

BANK OF NAMIBIA

One of the future challenges the Bank will have to
face is the fact that, in all probability, the Govern-
ment will become more dependent on the Bank as a
primary source of economic data. This in turn will
subject the Bank to closer public scrutiny. The Bank
will therefore have to ensure that a high standard of
performance is maintained.

Staff Training and Develobment

Staff training and development continue to be one
of the Bank’s priorities. During 1994 the Bank spent
9 per cent of its administrative expenditure on train-
ing. Apart from on-the-job training, our staff have
also attended training courses offered by interna-
tional organisations, the International Monetary
Fund being amongst others.

Our Human Resources division will continue to equip
our staff with the necessary skills to enable them to
achieve an even greater level of efficiency.

challenges.
ORGANISATION STRUCTURE
BOARD OF
DIRECTORS
GOVERNOR
(DR JAAFAR AHMAD)
e —————————
| DEPUTY GOVERNOR
I (T KALWEENDO)
I
1 | l |
INTERNAL ECONOMIC CORPORATE FINANCIAL OPERATIONS
AUDIT RESEARCH SERVICES INSTITUTIONS
(B MASULE) (C HOVEKA) (F S HAMUNYELA) (B WALLE) (UDAVIDS)
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GOVERNORS' STATEMENT
Pursuant to Section 9(5) of the Bank of Namibia Act, 1990 we confirm that:

1. We are responsible for the preparation of the annual financial statements and for the judgements used
therein;

2. We are responsible for establishing and maintaining a system of internal control designed to provide assur-
ance as to the integrity and reliability of the Bank's financial reporting; '

3. In our opinion, the annual financial statements for the financial year ended 31 January 1995 fairly present
the financial position of the Bank and the results of its operations.

............................................................................................................................................................................

GOVERNOR DEPUTY GOVERNOR
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REPORT OF THE INDEPENDENT AUDITORS
TO THE MEMBER OF THE BANK OF NAMIBIA

We have audited the annual financial statements set out on pages 33 to 38. These annual financial statements are
the responsibility of the Bank's Board members. Our responsibility is to report on these annual financial statements.

We conducted our audit in accordance with generally accepted auditing standards. These standards require that we

plan and perform the audit to obtain reasonable assurance that, in all material respects, fair presentation is achieved
in the annual financial statements. An audit includes an evaluation of the appropriateness of the accounting poli-
cies, an examination, on a test basis, of evidence supporting the amounts and disclosures included in the annual
financial statements, an assessment of the reasonableness of significant estimates and a consideration of the appro-
priateness of the overall financial statement presentation. We consider that our audit procedures were appropriate in
the circumstances to express our opinion presented below.

In our opinion these annual financial statements fairly present the financial position of the Bank at 31 January 1995,
and the results of its operations for the year then ended in the manner required by the Bank of Namibia Act, 1990.

Deloitte & Touche Price Waterhouse Meyernel
Chartered Accountants Chartered Accountants
WINDHOEK WINDHOEK
15 March 1995 15 March 1995
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Net profit from operations after
meeting all current expenditure

and making provisions as required
by Section 6 of the Bank of Namibia
Act, 1990. ('the Act')

Less: Transfer to Reserves:

General Reserve under
Section 7(1) of the Act

Building Reserve under
Section 7(2) of the Act

Surplus paid to Government
under Section 7(3) of the Act.

BANK OF NAMIBIA
APPROPRIATION ACCOUNT
FOR THE YEAR ENDED
31 JANUARY 1995

1995 1994
N$ N$
27 520 086 4059 893
6 880 022 1014973
10 640 064 -
10 000 000 3 044 920
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CAPITAL EMPLOYED

Capital

General Reserve
Revaluation Reserve
Special Reserve
Building Reserve

Capital and Reserves
Currency in Circulation
Deposits

Long Term Loan Facility

Other Liabilities

EMPLOYMENT OF CAPITAL
Rand Cash

Investments
- Rand Currency
Other Currencies

Loans and Advances
Government
Other

Other Assets

...............................................................

DR JAAFAR AHMAD
GOVERNOR

15 March 1995

15 March 1995

BANK OF NAMIBIA
BALANCE SHEET AT
31 JANUARY 1995
1995 1994
Notes N$ N$
2 30 000 000 30 000 000
3 21375535 14 495 513
4 25 064 928 1387072
5 2 535000 2 535000
6 12 843 928 2203 864
91 819 391 50 621 449
292 299 496 187 602 898
7 ' 503 175 470 411 135242
9 698 464 486 603 061 173
12 037 569 9 569 624
1597 796 412 1261 990 386
5396 076 10 693 920
425 202 538 456 070 458
412 504 625 142 673 154
9 721 555 561 620917 903
2 806 373 1 624 836
8 30331 239 30010115
1597 796 412 1261990 386
U DAVIDS
CHIEF FINANCIAL OFFICER
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BANK OF NAMIBIA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
31 JANUARY 1995

ACCOUNTING POLICIES

The Bank's annual financial statements are prepared on the historical cost basis. The annual financial
statements have also been prepared to comply with the requirements of the Bank of Namibia Act, 1990.
The principal accounting policies which have been consistently applied in all material respects, are set out
below:

Fixed assets
Fixed property is stated at cost and is not depreciated. All other fixed assets are depreciated to write off
their cost over their estimated useful lives on the straight line basis.

Investments

Investments are adjusted to take account of discounts earned or premiums paid, over their remaining life,
so that book value at maturity equals the redemption value.

Interest from investments is accounted for on the accruals basis.

Foreizn A 1 Liabiliti

In terms of Section 32 of the Bank of Namibia Act, 1990, foreign assets and liabilities are translated at year
end exchange rates and any gains or losses are transferred to the Revaluation Reserve account.

Currency Inventory Account
The costs of new Namibia bank notes and coins purchased by the Bank are capitalised in the Currency
Inventory Account and expensed on issue of the currency.

CAPITAL
1995 1994
N$ N$
Authorised capital 40000 000 40 000 000
Issued capital 30 000 000 30000 000

Arrangements have been made between the Government and the Bank to increase the Bank's issued
capital by N$10 000 000 during the forthcoming financial year.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)

GENERAL RESERVE

Opening Balance

Transfer from Appropriation Account
Transfer from Special Reserve

From Foreign Donor

Closing Balance

REVALUATION RESERVE

Opening Balance
Revaluation of Foreign Assets
Closing Balance

SPECIAL RESERVE

Opening Balance

From Foreign Donor
Transfer to General Reserve
Closing Balance

This reserve has been created to meet the costs of producing the national currency.

BUILDING RESERVE

Opening Balance
Transfer from Appropriation Account
Closing Balance

BANK OF NAMIBIA

BANK OF NAMIBIA

31 JANUARY 1995

1995 1994
N$ N$

14 495 513 703 370
6 880 022 1014 973
- 4 632 646
- 8 144 524
21 375 535 14 495 513
1 387072 201 795
23 677856 1185 277
25 064 928 1387 072
2 535 000 1 375 485
= 5 792 161
- (4 632 646)
2 535 000 2 535 000
2203 864 2 203 864
10 640 064 =
12843 928 2 203 864

This reserve has been created to meet the costs of building new headquarters for the Bank.
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BANK OF NAMIBIA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
31 JANUARY 1995
1995 1994
N$ N§
DEPOSITS
Government 461 181 512 385014472
Domestic Bankers' Reserve 31813 000 24 792 000
Other 10 180 958 1328770
503 175 470 411 135242

OTHER ASSETS
Fixed assets
Movable assets
Cost 11 325 695 11 041 087
Accumulated Depreciation 4771979 2462 185
Net Book Value 6 553716 8 578 902
Immovable property - at cost 6213 485 6 866 233

12 767 201 15 445135
Currency Inventory Account 9425779 6 439 825
Accounts Receivable 8078 034 8 072946
IMF - Special Drawing Rights 60 225 52209

30331 239 30010115

LONG TERM LOAN FACILITY AND LOAN TO GOVERNMENT

The Government of the Republic of South Africa has accepted the responsibility for meeting the Bank's
obligations in respect of the payment of amounts due under the loan. A consequential arrangement
regarding the Bank's loan to the Government of the Republic of Namibia will be made.
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BANK OF NAMIBIA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
31 JANUARY 1995
1995 1994
N$ N$
10. COMMITMENTS
10.1 Capital Expenditure
Contracted - 115 446
Authorised but not yet contracted:
New Bank Headquarters 15 000 000 2 000 000
Other 832758 1 896 410
10.2 Issue of Namibian Currency
Contracted - 2535000
15 832758 6 546 856

These commitments are to be financed from internal resources.

10.3 Forward Exchange

The Bank has entered into a forward exchange arrangement whereby an amount of YEN 342 787 878
(inclusive of interest) is repayable, at exchange rates estimated by the Bank, in six bi-annual instalments

commencing on 2 January 1996.

10.4 Guarantees

The Bank quarantees a percentage of housing loans granted to employees by certain financial institutions.
Fifty per cent of the guarantee is given by way of collateral security in the form of deposits at the respective
institutions and the balance by way of written obligation from the Bank.

11. PENSION FUND

Pensions are provided for employees by a separate Pension Fund to which the Bank contributes. The
Pension Fund is governed by the Pension Fund Act. The Pension Fund is in the nature of a defined benefit
plan where the retirement benefits are determined with reference to the employee's pensionable remu-
neration and years of service. All employees contribute to the Pension Fund.

The Fund is subject to an actuarial valuation every three years. Any shortfall will be made good by the
Bank as recommended by the actuaries. A valuation was undertaken in March 1993 and no adjustments
were recommended.
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10. STATISTICAL APPENDIX
Table 1: Main Aggregates
Table 2: Gross Domestic Product by Activity, at Current Market Prices
Table 3: Gross Domestic Product by Activity, at Constant 1990 Prices
Table 4: Expenditure on Gross Domestic Product, at Current Market Prices
Table 5: Expenditure on Gross Domestic Product, at Constant 1990 Prices
Table 6: Gross Fixed Capital Formation by Activity, at Constant 1990 Prices
Table 7:  Gross Fixed Capital Formation by Activity, at Current Prices
Table 8: Balance of Payments Current Account
Table 9: Balance of Payments Capital Account
Table 10: International Investment Position (Market values) at end of period
Table 11: Recorded Merchandise Imports CIF by Commodity Group
Table 12: Recorded Merchandise Imports CIF by Country of Immediate Origin
Table 13: Namibia's 1993 Exports FOB, Countries of Destination and Commodity Dissection
Table 14: Namibia's Major Trading Partners, 1993

Table 15: Merchandise Exports FOB by Commodity Group
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Table 1. Main Aggregates

1990 1991 1992 1993 1994 (P)

A. Current prices- N$ millions

Compensation of employees 2480.6 29288 34904 37755 42379
Consumption of fixed capital 958.6 10575 11635 1203.6  1393.7
Gross operating surplus 1662.7 17503  2137.2 20714 32016
Gross domestic product at factor cost 5101.9 5736.6 6791.1  7050.5 88332
Taxes on production and imports 886.6 970.7 12259 14257 15203
Subsidies -59.6 -684  -1226  -103.5 -104.6
Gross domestic product at market prices 59589 66389 7894.1  8372.6 102489
Primary incomes

receivable from the rest of the world 484.5 6715 581.6 705.1 771.3

payable to the rest of the world -391.1 -415.4 -509 -515.2 -625.8
Gross national income at market prices 6052.3 6895  7966.7 8562.5 10400.4
Current transfers

receivable from the rest of the world 1037.8  1209.7 1463.1 13275 14100

payable to the rest of the world -3586  -3774 -425.4 -451.3 -499.1
Gross national disposable income 6731.5 77273 90044  9438.7 113113
Private consumption expenditure 3365.8  3945.1 42273 47365 53882
Government consumption expenditure 1798 22357 27844 29003  3036.2
Gross domestic saving of which: 1521.6 15527 19905 17271 23404
Net domestic saving 566.2 503.8 844.9 544.4 9282
Appropriation of disposable income 6685.4 77335 90022 93639 10764.8

B. Current prices - N$ per capita
GDP at market prices 4360 4709 5433 5585 6629
Gross national income at market prices 4428 4890 5783 5712 6727

C. Constant 1990 prices - N$ millions

GDP at market prices 5958.8 . 6351.7 6824  6692.1  7059.8
-annual percentage change 0.4 6.6 7.4 -1.9 55
Real GNI 60523 62649 62323  6088.7 6988
-annual percentage change 2.3 3.5 -0.5 23 148

D. Constant 1990 prices - N$ per capita

GDP at market prices 4360 4505 4697 4464 4566
-annual percentage change 2.7 3.3 43 5.0 23
Real GNI 4428 4443 4289 4062 4520
-annual percentage change -1.5 0.3 -53 53 113

P- provisional
Source: Central Statistics Office
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Table 2. Gross Domestic Product by Activity

Current Prices - N$ Millions

Industry 1990 1991 1992 1993  1994(P)
Agiculture 520.0 603.3 505.9 559.9 976.3
Commercial 359.1 401.4 412.3 421.5 703.0
Subsistance 160.9 201.9 93.6 138.4 273.3
Fishing 89.9 120.6 194.8 232.6 312.6
Mining 10843  1103.6  1122.8 866.3 14547
Diamond mining 553.9 722.4 786.0 607.6 10374
Other Mining and quarrying 530.4 381.2 336.8 258.7 389.0
Primary Industries 16942 18275 1823.5 16588 27173
Manufacturing 372.9 359.0 503.1 656.2 8325
Meat processing 43.8 56.7 63.7 69.8 76.1
Fish processing 139.7 86.0 193.8 316.4 4531
Other manufacturing 189.4 216.3 245.6 270.0 303.3
Electricity and water 105.1 105.5 162.2 97.6 121.6
Construction 141.8 133.6 198.3 2247 2438
Secondary industries 619.8 598.1 863.6 978.5 11979
Wholesale and retail trade, repairs 420.0 4704 580.8 640.5 7231
' Hotels and restaurants 783 960 1233 1293 1790
Transport, and communication 281.9 304.9 357.2 398.1 412.1
Transport and storage 164.0 1904 2153 2454 2583
Post and telecommunications 117.9 1144 141.9 152.7 1538
Finance, real estate, business services 591.9 681.7 825.3 922.4 1046.9
Financial intermediation 191.2 236.6 260.4 3494 393.1
Financial services indirectly measured -1585  -193.8  -211.1 -297.5 -3345
Realestate and business services 559.2 638.9 776.0 870.5 988.3
Owner-occupied dwellings 380.7 436.0 526.7 586.3 665.6
Other real estates and bussiness services 178.5 201.9 249.3 284.2 322.7
Community, social and personal services 66.0 75.4 84.4 97.5 111.7
General government 12763 15796 19775 21114  2336.1
Other producers 137.5 156.9 188.4 2109 2394
Tertiary industries 28519 33649 41369 45096 50483
All industries at basic prices 5165.9  5790.5 6824 71469 89635
Taxes on international trade 330.6 365.3 416.5 4574 398.1
Other taxes on products 462.4 483.2 653.7 768.4 887.1
GDP at market prices 5958.9 6639  7894.2 83727 10248.7

P- Provisional
Source: Central Statistics Office
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Table 3. Gross Domestic Product by Activity
Constant 1990 Prices- N$ Millions

Industry 1990 1991 1992 1993 199%4(P)
Agriculture 520.0 548.2 432.0 442.6 524.9
Commercial 359.1 366.1 356.8 341.0 3498
Subsistance 160.9 182.1 75.2 101.6 1751
Fishing 89.9 100.6 186.2 267.8 286.9
Mining and quarrying 1084.3 12954 14423 11281 12465
Diamond mining 5539 8524 10447 762.2 844.2
Other Mining and quarrying 530.4 443.0 397.6 365.9 402.3
Primary Industries 1694.2 19442  2060.5 1838.5 20583
Manufacturing 372.9 329.5 387.4 441.3 480.4
Meat processing 438 45.0 46.3 47.6 49.0
Fish processing’ 139.7 91.8 145.0 191.8 221.5
Other manufacturing 189.4 192.7 196.1 201.9 209.9
Electricity and water 105.1 95.5 132.9 62.3 76.5
Construction 141.8 119.1 162.6 171.6 1725
Secondary industries 619.8 544.1 682.9 675.2 729.4
Wholesale and retail trade, repairs 420.0 420.0 441.0 447.6 456.5
Hotels and restaurants 78.3 85.7 93.6 90.4 113.0
Transport, and communication 281.9 299.1 310.1 316.3 3333
Transport and storage 164.0 168.4 171.6 176.2 189.7
Post and telecommunications 117.9 130.7 138.5 140.1 143.6
Finance, real estate, business services 591.6 608.4 626.7 645.0 661.0
Financial intermediation 191.2 205.8 195.1 229.0 233.5
Financial services indirectly measured -158.5  -1675  -157.7  -1927  -196.5
Real estate and business services 559.2 570.5 589.3 608.7 624.0
Owner-occupied dwellings 380.7 390.2 400.0 410.0 420.2
Other real estates and bussiness services 178.5 180.3 189.3 198.8 203.7
Community, social and personal services 66.0 67.1 68.0 68.0 69.3
General government 12763 14319 15277 16043 16504
Other producers 137.5 140.2 143.0 147.5 1511
Tertiary industries 2851.9 30524 32101  3319.1  3434.6
All industries at basic prices 5165.9 55407 5953.5 58328 62223
Taxes on international trade 330.6 351.6 380.7 373.7 349.8
Other taxes on products 462.4 458.9 489.8 485.7 487.5
GDP at market prices 59589 6351.2 68240 6692.2  7059.6
P- Provisional
Source: Central Statistics Office
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Table 4. Expenditure on the Gross Domestic product

Current Prices

N$ Million
Expenditure category 1990 1991 1992 1993  1994(p)
Final consumption expenditure 51860 6193.9 70155 76803 84420
Private 33299 39570 42035 47789 52795
General Government 18561 22369 28120 29014 31625
Gross fixed capital formation 1207.5 983.0 15405 16246 18036
Changes in inventories 297.4 169.7 159.9  (4389) 234.2
Gross domestic expenditure 66909 73466 87159 88660 10479.8
Export of goods and services 31318 37404 42613 48326 55532
Import of goods and services -3863.9 -4448.0 -5083.1 -53261 -57841
Gross domestic product at market prices 59588 6639.0 78941 83725 102489
P- Provisional
Source: Central Statistics Office
TableS. Expenditure on the Gross Domestic product
Constant 1990 Prices
N$ Million
Expenditure category 1988 1989 1990 1991 1992 1993  1994(p)
Final consumption expenditure 50774 51598 51860 56159 54042 5509.7 55492
Private 32748 33976 33299 35966 32429 33529 33711
General Government 18026 17622 18561 20193 21613 21568 21721
Gross fixed capital formation 9755 1067.6 12075 8859 12732 12535 12897
Changes in inventories 144.0 284 297.4 171.2 171.4  (443.9) 203.7
Gross domestic expenditure 61969 62558 66909 6673.0 68488 63193 70426
Export of goods and services 32351 33224 31318 37066 41418 43220 39349
Import of goods and services 36184 -36404 -38639 -40280 -4166.6 -3949.2 -3917.7
GDP at market prices 58136 59378 59588 63516 68240 66921 70598
P-Provisional

Source: Central Statistics Office
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Table 6. Gross Fixed Capital Formation by Activity

BANK OF NAMIBIA

Constant 1990 prices
N$ million
Industry 1990 1991 1992 1993  199%4(p)
Agriculture 71.5 70.3 70.3 64.3 63.7
Fishing 52 39.3 90.9 45.8 25.6
Mining and quarrying 307.9 91.8 164.8 195.2 199.1
Manufacturing 18.7 25.5 100.5 88.6 55.8
Fish processing 1.7 11.1 84.5 709 38.7
Other manufacturing 17.0 14.4 16.0 17.7 172
Electricity and water 48.9 53.9 58.9 423 37.5
Construction 16.0 15.0 14.7 14.7 16.0
Wholesale and retail trade; hotels, restaurants 58.6 29.8 31.8 30.7 87.2
Transport and communication 87.9 315 90.4 36.0 412
Finance, real estate, business services 203.8 197.6 239.5 3263 3554
Community, social and personal services 10.5 8.7 7.3 6.6 7.8
General government 378.6 322.8 404.0 403.0 400.7
Gross domestic fixed capital formation 1207.6 886.2 12731  1253.5  1289.7
P- Provisional
Source: Central Statistics Office
Table 7. Gross Fixed Capital Formation by Activity
Current prices
N$ million
Industry 1990 1991 1992 1993 1994 (P)
Agriculture 71.5 71.0 83.0 82.0 88.2
Fishing 52 43.7 114.8 66.3 40.0
Mining and quarrying 307.9 99.9 192.3 2414 266.4
Manufacturing 18.7 27.9 120.2 113.0 76.9
Fish processing 1.7 12.2 101.2 90.5 53.3
Other manufacturing 17.0 15.7 19.0 225 23.6
Electricity and water 48.9 60.6 72.2 55.9 534
Construction 16.0 16.3 17.5 19.0 223
Wholesale and retail trade; hotels, restaurants 58.6 329 38.2 39.7 122.0
Transport and communication 87.9 35.0 113.0 49.0 61.0
Finance, real estate, business services 203.8 220.6 289.8 4235 498.2
Community, social and personal services 10.5 9.6 8.7 8.6 11.0
General government 378.6 359.5 490.8 5263 564.3
Gross domestic fixed capital formation 1207.6 9830 1540.5 16247 1803.7

P-Provisional
Source: Central Statistics Office
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TABLE 8. BALANCE OF PAYMENTS CURRENT ACCOUNT (a)

(N$ Million)
1990 1991 1992 1993  1994(b)
Merchandise trade balance (2-3) -83 259 225 399 586
2. Exports fob 2 809 3351 3 826 4214 4692
Diamonds 849 1222 1334 1501 1472
Other mineral products 949 767 757 865 881
Food and live animals 698 964 1127 1115 1618
Manufactured products 262 352 '538 654 646
Other commodities 51 46 70 79 75
3. Imports fob (excluding duty) (c) -2 892 -3 092 -3 601 -3 815 4106
Services (net) -655 974 -1 067 -897 -913
Transportation (net) -434 -578 -629 -624 -693
Travel (net) 3 39 88 27 388
Insurance (net) -43 -49 -71 -71 -82
Business, administrative, financial and
communications services (net) -216 -405 -464 -481 -531
Foreign development assistance -59 -86 -97 -78 -79
Other -157 -319 -367 -403 -452
Other government services (net) 35 19 9 8 5
Foreign missions in Namibia 68 60 56 54 51
Namibian missions abroad -33 -41 -47 -46 -46
Compensation of employees (net) -34 -25 -10 -3 S
Investment income (net) 139 291 88 200 150
Income received - direct investment 8 22 26 29 34
- portfolio investment 364 474 398 537 567
- other investment 97 158 135 115 148
Income paid - direct investment -172 -208 -360 -362 -446
- dividends -278 -141 -198 -293 -272
- retained earnings 113 -62 -160 -63 -170
- interest -7 -5 -2 -6 -4
- portfolio investment -61 -94 -63 =72 -93
- other investment -97 -61 -48 -47 -60
Total goods, services and income balance (2 to 6) -633 -449 -764 -301 -172
Transfers in cash and kind (net) 756 837 1060 883 920
Gov't - grants from foreign governments, international-
and non-governmental organisations 266 282 428 364 322
- from SACU 605 716 748 762 868
- witholding taxes 40 16 23 23 23
- other transfers received 75 69 74 39 33
- transfer debits (mainly SACU) -291 -312 -364 -390 -432
Private - grants received by NGO's 81 82 152 83 100
- other transfers (net) -20 -16 -1 2 6
9. Total current account balance (7+8) 123 388 296 582 748

—- Indicates nil or less than N3500 000

(a) Debit (negative) entries are used to record imports of goods and services, investment income payable, the counterpart to transfers received from non-
residents, and a deficit. Credit (positive) entries record exports of goods and services, income receivable, the counterpart to transfers provided to non-residents,
and a surplus.

(b) Provisional

(c) Represents imports after adjustments made to place imports by SACU countries on a similar basis to imports by non-SACU countries. Estimated imports
before adjustment were: 1990 N$3 134 million, 1991 N33 345 million, 1992 N§3 880 million, 1993 N34 115 million and 1994 N$4 424 million

Source: Bank of Namibia
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TABLE 9. BALANCE OF PAYMENTS CAPITAL ACCOUNT (a)

(N$ million)

1990 1991 1992 1993 1994(b)
Direct investment abroad -3 -18 5 -28 -17
Equity capital 0 -1 10 -4 -4
Reinvested earnings 1 -6 -5 -1 -3
Other capital -4 -11 - -23 -10
Direct investment in Namibia 76 333 225 106 105
Equity capital 94 79 30 21 52
Reinvested earnings -113 63 161 63 170
Other capital 95 191 34 22 -117
Portfolio investment -488 -872 =721 -453 =750
Equity - assets -539 -836 -785 -715 -866
- liabilities -—- -11 16 4 35
Debt - assets 11 5 22 65 -14
- liabilities 40 -30 26 193 95
Other capital - long term 94 125 47 -15 105
Resident official sector 96 102 4 56 5
Assets -3 -8 -5 -4 -5
Drawings on loans received 187 169 18 67 17
Repayments on loans received -88 -59 -9 -7 -7
Monetary authorities - - 80 101 95
Liabilities - - 80 101 95
Banks -15 -19 -11 -9 -10
Liabilities -15 -19 -11 . -9 -10
Other sectors 13 42 -26 -163 15
Liabilities 13 42 -26 -163 15
Other capital - short term 211 -81 166 215 117
Resident official sector -270 270 -12 -27 -68
Assets =270 270 -12 27 -68
Banks 73 -403 235 220 224
Assets -20 -240 253 146 1
Liabilities 93 -163 -18 74 223
Cther sectors -14 52 -57 22 -39
Assets -48 39 -55 -39 -49
Liabilities 34 13 -2 61 10

CAPITAL ACCOUNT BALANCE
EXCLUDING RESERVES (c) -532 -513 =278 -175 -440
Net errors and omissions (d) 504 91 -37 -10% 43
OVERALL BALANCE (e) 95 -34 -19 298 266
RESERVES -95 34 19 =298 -266
Foreign exchange assets -95 34 19 -298 -266

- Indicates nil or less than N$500 000

(a) Debit (negative) entries record an increase in foreign financial assets, a decrease in foreign financial liabilities or a capital outflow (deficit). Credit (positive)
entries involve a reduction in foreign financial assets, an increase in foreign financial liabilities or a capital inflow (surplus).

(b) Provisional

(¢} Represents net identified capital transactions other than in reserves

(d) Represents the net errors and omissions in the current and capital account

(e) Overall balance is equal to the current account balance, plus all identified capital transactions, excluding changes in reserves, plus net errors and omissions.
Source: Bank of Namibia
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TABLE 10. INTERNATIONAL INVESTMENT POSITION (MARKET VALUES)

AT END OF PERIOD

(N$ million)
1989 1990 1991 1992 1993 1994 (a)
A. ASSETS 4471 5399 6441 6914 8746 10485
1. Direct investment abroad 200 204 269 249 277 311
1.1 Equity capital 144 145 193 169 174 195
1.2 Reinvested earnings 10 9 16 21 21 24
1.3 Claims on affiliated enterprises 46 50 60 59 82 92
2. Portfolio investment 3539 4023 5094 5796 7374 8 688
2.1 Unit trusts 39 57 102 117 138 169
2.2 Life assurance policies 1472 1902 2239 2300 2823 3102
2.3 Pension fund assets 1662 1708 2396 3053 4150 5139
2.4 Other equity securities 17 19 22 16 17 18
2.5 Debt securities 349 337 335 310 246 260
3. Other assets 622 967 907 717 641 767
3.1 Currency & deposits of banks 309 329 571 326 185 189
3.2 Other assets 313 638 336 391 456 578
4. Reserve assets 110 205 171 152 454 719
4.1 Currency and deposits 98 193 159 141 440 707
4.2 Securities 12 12 12 11 14 12
B. LIABILITIES 6709 7292 7748 8584 7952 8 940
1. Direct investment in Namibia 4919 5245 5802 6 540 5629 6 067
1.1 Equity 3865 4200 4 506 5053 4044 4 455
1.2 Reinvested earnings 769 656 719 880 943 1113
1.3 Debt due to affiliated enterprises 285 389 577 607 642 499
2. Portfolio investment 536 565 501 561 700 900
2.1 Equity securities 79 68 34 69 74 109
2.2 Debt securities - General government 457 497 467 492 626 791
3. Other liabilities 1254 1482 1445 1483 1623 1973
3.1 General government 216 320 438 26 86 97
3.2 Monetary authorities --- - - 502 603 699
3.3 Banks - ‘ 349 426 245 216 281 494
3.4 Other sectors 689 736 762 739 653 683

- Indicates nil or less than N$500 000
(a) Provisional
Source: Bank of Namibia
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TABLE 11. RECORDED MERCHANDISE IMPORTS CIF BY COMMODITY GROUP

N$ Million Per cent
COMMODITY 1990 1991 1992 1993 1994| 1990 1991 1992 1993 1994
(@) (@)

1. Food, live animals, beverages

and tobacco 586 770 867 940 998 19.5 243 237 242 235
2. Mineral fuels and lubricants 331 300 366 497 510 11.0 95 100 128 120
3. Chemical, plastic, medical,

pharmaceutical and rubber

products.and plastics 239 246 307 330 361 79 78 8.4 8.5 8.5
4. Wood, paper and paper products

(includes funiture) 124 183 209 214 234 41 58 5.7 55 5.5

5. Textiles, clothing and footwear 170 216 216 233 255 5.6 6.8 5.9 6.0 6.0

6. Machinery, office and communi-

cations equipment, and other
electrical goods 496 434 501 384 488 16.5 137 13.7 99 115

7. Vehicles and transport equipment | 464 479 626 680  722| 154 15.1 171 175 170

8. Metal and metal products

not included above 220 189 201 217 255 7.3 6.0 5.5 5.6 6.0
9. All other goods 380 355 366 388 425 126 11.2 10.0  10.0 10.0
Total 3010 3172 3659 3883 4248( 100.0 100.0 1000 1000 100.0

(a) Provisional
Source: Bank of Namibia

TABLE 12. RECORDED MERCHANDISE IMPORTS CIF BY COUNTRY OF IMMEDIATE ORIGIN

N$ Million Per cent
COMMODITY 1990 1991 1992 1993 1994 1990 1991 1992 1993 1994
(@) (a)
South Africa 2706 2852 3245 3382 3653| 899 899 88.7 871 86.0
Botswana, Lesotho, Swaziland 11 7 5 23 30 04 02 0.1 0.6 0.7
Other countries 293 313 409 478 565 9.7 99 112 123 133
Total 3010 3172 3659 3883 4248( 100.0 100.0 100.0 1000 1006

(a) Provisional )
Source: Bank of Namibia
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BANK OF NAMIBIA

TABLE 14. NAMIBIA'S MAJOR TRADING PARTNERS, 1993

(N$ Million)
RANK COUNTRY IMPORTS EXPORTS | TOTAL TRADE| PER CENT
1 SOUTH AFRICA - 3383 1153 4 536 56.03
2 UNITED KINGDOM 20 1450 1470 18.16
3 JAPAN 3 411 414 511
4 SPAIN 32 258 290 3.58
5 GERMANY 100 140 240 2.96
6 BELGIUM 2 232 234 2.89
7 IVORY COAST 129 70 199 2.46
8 FRANCE 40 87 127 1.57
9 UNITED STATES OF AMERICA 46 51 97 1.20
10 SWITZERLAND 7 74 81 1.00
OTHER 121 287 408 5.04
TOTAL 3883 4213 8 096 100

Source: Bank of Namibia
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TABLE 15. MERCHANDISE EXPORTS FOB BY COMMODITY GROUP

(N$ million)
1990 1991 1992 1993 1994(a)
FOOD AND LIVE ANIMALS 698 964 1127 1115 1618
LIVE ANIMALS 202 214 270 279 405
Cattle 103 106 110 140 210
Sheep and goats 96 100 146 129 173
Game 3 3 4 2 7
Other 5 10 8 15
MEAT AND MEAT PREPARATIONS 175 272 293 294 380
Meat - cattle 127 238 256 238 307
Meat - other 22 11 13 10 15
Meat products 26 23 24 46 58
FISH, LOBSTER, CRABS 295 450 534 512 803
Unprocessed and semi-processed fish 211 399 471 441 769
Lobsters and crabs 84 51 57 71 34
OTHER FOOD PRODUCTS 26 28 30 30 30
HIDES, SKINS AND WOOL 41 42 43 53 74
Karakul pelts and wool 17 17 13 7 10
Other 24 25 30 46 64
MINERAL PRODUCTS 1798 1989 2091 2366 2353
Diamonds 849 1222 1334 1501 1472
Copper 208 192 222 188 244
Gold 50 61 66 74 96
Zinc 99 52 60 44 50
Lead 78 54 48 39 50
Silver 38 33 33 34 35
Other 476 375 328 486 406
MANUFACTURED PRODUCTS 262 352 559 679 646
Canned fish, fish meal and fish oil 145 219 311 488 509
Other 117 133 248 191 137
ELECTRICITY 10 4 6 1 1
TOTAL MERCHANDISE EXPORTS FOB 2 809 3351 3826 4214 4692

--- Indicates nil or less than N$500 000

(a) Provisional
Source: Bank of Namibia
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