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. ECONOMIC ACTIVITY

Domestic economic activity slumped in November
2023. The decline was due to poor performance
in transport and construction subsectors, coupled
with the slowdown in domestic demand and
manufacturing. Conversely, improvement in the
financial services subsector countered the overall
decline.

Following an expansion of 2.6 per cent recorded
in October 2023, the composite Indicator of
economic activity (CIEA) contracted by 0.9 per cent
in November 2023. This decline was attributed to
the subdued performance of the transport, water,
electricity, and construction subsector, as evidenced
by decreased consumption of fuel, electricity, and
water, as well as a slump in construction materials.
Similarly, demand activities and manufacturing
slowed down during the assessed month. These
factors collectively resulted in a negative impact
on overall economic activities for both industries
and households. Despite these challenges, positive
developments were observed in the financial
services subsector, highlighted by a notable increase
in credit extended to households. This positive
momentum played a crucial role in alleviating the
overall decline in economic activity, serving as a
counterbalance to the negative trends observed in
the other sectors.

In November, the indicator measuring demand
for goods and services experienced a modest
increase of 04 per cent, marking a notable decline
of 8.6 percentage points compared to October. The
slowdown was predominantly driven by a decrease
in domestic demand, evidenced by a negative
contribution from compensation of employees.
Nonetheless, the overall slowdown was mitigated
by positive contributions from increased imports of
goods and services from South Africa, government
use of goods and services, and a marginal increase
in the collection of Value-Added Tax (VAT) and
Pay as You Earn (PAYE). These factors collectively
moderated the index’s general downward spiral.

Similartodomestic demand, the indicator measuring
manufacturing and production exhibited a more
restrained growth of 2.8 percent, a decrease from 5.7
percent growth recorded in October. This sluggish
growth was primarily observedin a marginalincrease
in the importation of raw materials. However, the
overall growth trajectory was moderated by a
substantial decline in textile exports, particularly to
the US market, and a slight reduction in exports to
the South African (SA) market, owing largely to a
drop in external demand and to the escalating crisis
at SA ports, which resulted in prolonged delivery
time and delays in essential inputs for production.
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Table 1: : Composite Indicator of Economic Activity and its Sub-components

2023
Indices Apr May Jun Jul Aug Sep Oct Nov
CIEA 140.0 147.7 146.6 148.6 150.0 1535 1575 1573
Monthly changes -1.1 56 -0.7 13 1.0 23 26 -09
Domestic Demand Category 1355 149.1 137.6 1339 1358 143.6 156.4 157.9
Monthly changes -54 9.9 -7.7 -2.7 14 5.7 9.0 04
Manufacturing & Production Category 116.2 111.8 111.6 103.7 99.8 93.6 98.9 101.6
Monthly changes 2.1 -38 -0.2 7.1 -38 -6.2 5.7 28
Source: Central Bank of Lesotho (CBL) Calculations
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Il. INFLATION AND PRICES

The headline inflation rate increased to 6.8 per cent
inNovember 2023 from 6.5 per centin the preceding
month. The 6.8 per cent increase during the review
period was mainly due to Food & Non-Alcoholic
beverages, Alcoholic beverages and tobacco, as
well as Housing, electricity, gas and other fields.
Nonetheless, the Transport and Restaurant & Hotels
category moderated the increase.

The major determinants of a rise in inflation during
the review period were global food prices that
remained significantly high due to increasing
demand for bread & cereal and vegetables, as well
as the weaker Loti per US dollar exchange rate.

Core inflation, measured by the trimmed mean,
increased to 64 per cent in November 2023 from
6.1 per cent in October 2023.
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adecrease of M1.25 in the review month. Moreover,
the retail price of illuminating paraffin decreased by
The pump prices of both grades of petrol (petrol,, =~ MO0.90 and sold at M18.30 per litre.

and petrol,), decreased by M1.85 per litre. They
were sold at M20.65 per litre and M21.15 per litre . The decreases in domestic fuel prices were mainly
at the pump during the review period, respectively. . due to a decrease in international crude oil prices.
Diesel,sold at M24.15 per litre at the pump marking
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lll. MONETARY AND FINANCIAL INDICATORS

Broad Money (M2)

The broadly defined money supply (M2) saw an
increase of 2.5 per cent, after a decline of 4.8 per
cent in October 2023. Net domestic assets (NDA)
increased by 25.8 per cent in contrast to a 26.5 per
cent declined the previous month, and Net foreign
assets (NFA) declined by 0.1 per cent, in contrast
to a rise of 9.7 per cent. NDA increased due to a fall
in government deposits held at the central bank,
coupled with an increase in private sector credit,
while NFA declined due to a fall in claims on non-
residents.

Components of Money Supply

Regarding money supply components, both narrow
money and quasi money increased by 2.0 per cent
and 2.8 per cent, respectively. The increase in narrow
money was underpinned by a rise in transferable
deposits held by the business enterprises. Quasi
money, on the other hand, rose due to an increase
in call deposits held by business enterprises and
fixed time deposits held by households.
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Private Sector Credit

Total loans and advances increased by 14 per
cent following an increase of 1.2 per cent. This was
explained by 1.2 per cent growth in credit extended
to households and 19 per cent to business
enterprises. An increase in household credit was
driven by a 14 per cent and 0.5 per cent rise in
personal loans and mortgage loans, respectively.

5

With respect to credit distribution, wholesale & retail
trade, restaurants & hotels, real estate & business
services, and mining & quarrying received the
largest shares of 25.0 per cent, 19.9 per centand 17.3
per cent, respectively. The lowest share of loans, 0.3
per cent went to social, community, and individual
services. On a year-on-year basis, private sector
credit increased by 15.5 per cent.
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Private Sector Credit
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Non-Performing Loans Sources of Funds

Non-performing loans (NPLs) to total loans | As a result of relatively higher credit issued during
decreased from 3.6 per cent to 3.5 per cent due to ~ the month, coupled with a fall in total deposits, the
a fall in households’ NPLs. The largest share of NPLs  credit-to-deposit ratio rose to 52.9 per cent, from
were recorded in Construction, wholesale & retail = 51.8 per cent in October.

trade, restaurants & hotels, and real estate & business
services subsectors, among all business enterprises
sector.
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Interest Rates

The CBL policy rate remained unchanged at /.75
per cent between October and November 2023.
Accordingly, the prime lending rate and 1-year
deposit rate also remained stable at 11.25 per cent
and 4.74 per cent, respectively. However, the 91-
day Treasury bills discount rate dropped by 29 basis
points, to /.12 per cent.

Foreign Exchange

The Rand, hence, loti appreciated against the US
dollar, British pound and euro by 2.7 per cent,
08 per cent and 33 per cent, respectively in
November 2023, following a depreciation of 04
per cent against the US dollar and a 1.5 per cent
and 2.2 per cent appreciation against the pound

7

and euro, respectively in the previous month. The
rand’s performance was driven by South Africa’s
annual inflation rate, which dropped below market
forecasts.

This was coupled with rising US Treasury yields,
which briefly boosted the dollar's appeal. However,
concerns over rapid increases and potential higher
borrowing costs dampened investor enthusiasm,
and therefore, weakened the dollar. Furthermore,
November 2023 US economic data,
indicating a possible slowdown in economic
growth and raising doubts about the Fed's ability to
raise rates without causing a recession, led investors
to explore alternative currencies. The Eurozone
and England experienced economic slowdown in
growth, leading to the weakening of their respective
currencies, therefore strengthening the rand.

weaker
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IV.  GOVERNMENT BUDGETARY OPERATIONS

Total Expenditure

In November 2023, there was a 168 per cent
decrease in government spending compared to the
previous month, which had seen the spending surge
by 16.6 per cent. This reduction was primarily due to
declines in operating costs, grants allocated to extra
budgetary units, compensation of employees, as
wellas buildings and structures. Afurther breakdown
of spending by functions, revealed that the general
public services received the largest portion of the
total expenditure, accounting for approximately
23.9 per cent.

8

Total Revenue

Government revenue, which had previously grown
by 13.9 per cent, decreased by 104 per cent. This
deterioration was largely due to a drop in income
tax collection, as well as decreased mining and
water royalties.

Fiscal Balance and Financing'

Due to a larger decline in revenue compared to
spending, the government recorded a fiscal deficit.
Consequently, the excess fiscal spending was
financed through drawdown of deposits during the
month.

! Allfinancing items are on net basis.
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HITEVAN Government Fiscal Balance (Million Maloti)
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Table 2: Cross Classification of Expenditure by Function and Economic Item (Percentage Change)

Economic Item Compensation Use of Goods Subsidies Grants Social Other Net Investment in Share per
Function of Employees and Services Benefits Expenses  Nonfinancial Assets Function
General Public Services 13.9% 17.9% 0.0% 39.2% 98.3% 99.7% 8.6% 32.0%
Defense 1.1% 0.7% 0.0% 0.0% 0.0% 0.1% 1.6% 0.7%
Public Order and Safety 22.1% 20.5% 0.0% 1.8% 0.0% 0.0% 26.3% 15.6%
Economic Affairs 10.5% 34.7% 0.0% 24.7% 0.0% 0.2% 59.1% 17.6%
Environmental Protection 0.8% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.3%
Housing and Community Amenities 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Health 7.3% 24.1% 86.4% 0.0% 1.7% 0.0% 1.7% 14.0%
Recreation, Culture, and Religion 0.7% 0.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.4%
Education 32.3% 1.2% 13.6% 34.2% 0.0% 0.0% 2.7% 14.9%
Social Protection 11.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 4.4%
Share per Economic Item 39.0% 26.1% 5.3% 3.1% 11.1% 9.2% 6.1% 100.0%

Source: (BL and MOF
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V. PUBLIC DEBT

The public debt stock decreased by 0.5 per cent
from its previous level, to 59.6 per cent of GDP.
This decline was attributed to the repayment of
concessional debt as part of the debt service.

Public Debt Stock by Residence

22.8%

=> Domestic Debt =~ External Debt

Source:  Central Bank of Lesotho & Ministry of Finance
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Appendix: Key Economic Indicators

23-May 23-Jun 23-Jul 23-Aug 23-Sep 23-Oct 23-Nov
Economic Activity (MIEA (% change, M/M) 55 -0.7 13 1.0 23 26 -0.9
Consumer price Index (% change) Headline Inflation (year-on-year) 6.9 56 45 52 58 6.5 6.8
Core Inflation 6.8 55 38 45 53 6.1 6.4
Exchange Rates (Monthly End Period) EUR 19.18 1931 18.20 21.08 20.28 19.83 19.18
GBP 21.66 21.97 20.56 2441 2353 23.19 23.00
usD 1791 17.73 17.08 19.74 18.98 19.06 18.54
Money Supply (Millions of Maloti) M2 14,141.10 1530680  15,786.76  16,201.65 15,515.84 15,357.08 15,706.25
M1 6,227.78 6,379.53 6,323.64 6,508.33 5952.76 567513 5,735.00
Quasi Money 791332 8927.27 9/463.13 969332 9,563.08 9,681.95 9.971.24
Interest Rates CBL Rate 7.75 7.75 7.75 7.75 7.75 7.75 7.75
91 day Treasury bill rate 7.65 7.70 775 7.65 8.65 741 7.2
Prime lending rate 11.25 11.25 11.25 11.25 11.25 11.25 11.25
1 year deposit rate 474 474 474 4.74 4.74 474 474
Private sector Credit (Millions of Maloti) 8,768.87 8,799.42 8,929.65 9,264.30 9,408.42 9,522.85 9,655.44
Households 2,380.35 2,344.63 2,347.17 2,547.19 2,57341 2,656.17 2,707.48
Non-profit Organisations 6,388.51 6,454.79 6,582.48 6,717.10 6,835.01 6,866.67 6,947.96
Bank Deposit Liabilities (Millions of Maloti) 17,089.00 16,77874 16,35327 17,30864  18549.36 18,080.49 17,945.47
Credit to Deposit Ratio (%) 50.35 5146 53.60 52.56 49.84 51.78 5291
Fiscal Operations (Millions of Maloti) Fiscal Balance -794.90 -417.56 1,913.13 -1,269.59 -638.07 1,767.10 -569.09
Total Revenue (with SACU receipts) 1,037.20 977.44 3,463.50 914.32 973.20 3,645.74 993.76
Total Expenditure 1,832.10 1,395.00 1,550.37 2,183.91 1611.27 1,878.64 1,562.85
O/W Capital 326.56 319.08 13344 17491 149.72 15561 9342
Total Public Debt (Millions of Maloti) 2540142 2504563 23,755.19  24,860.18  24,407.21 24,413.11 24,301.30
Total External Debt 1890430 18,19440 17,161.50 1803430 18,111.80 18,820.40 18,753.70
External Debt Concessional 1422400  13,715.80 12,776.10 13,486.20 13,577.50 14,256.50 14,192.00
Non-concessional 4,680.30 447860 438540 4,548.10 4,534.30 4,563.90 4,561.70
Domestic Debt 6,497.12 6,851.23 6,593.69 6,825.88 6,295.41 5,592.71 5,547.60
Memo Item: Arrears (Millions of Maloti) 0.00 0.00 0.00 46.50 60.07 29.07 40.18
Source: Central Bank of Lesotho
"Not Available.
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