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2009 STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL 
STATEMENTS OF THE BANK

GOVERNOR’S FOREWORD 
The Annual Report for 2009 is presented at a time when the global economy 
is cautiously emerging from the worst economic recession in decades. 
Nevertheless, the challenging policy and operational environment resulting 
from the global economic recession was largely in evidence throughout 
the year. However, the macroeconomic policy challenges in 2009 were the 
reverse of the previous year’s experience. Overall economic growth turned 

In the year to September 2009, mining output was 38.4 percent lower than 
the comparable period in 2008 primarily due to the cessation of diamond 

demand. Overall economic activity fell by 6.7 percent. However, in contrast to mining output, non-mining 
production rose by 12.4 percent, with very strong performance in construction, social and personal services as 

decades, compared to 13.7 percent a year earlier, and the medium-term outlook remained positive.

were opportune for continued complementary monetary policy easing without compromising the Bank’s 3 - 6 

at the end of the year. 

The slow resumption of diamond exports later in the year together with government foreign borrowing stabilised 

billion level that was reached (30 months of import cover) a year ago, contrasting with the previous year’s 
rise in the reserves. The consequent fall in diamond revenues in relation to overall government expenditure 

foreign borrowing, and to some extent, domestic resources including the increase in Government bond issues. 

branches, internet and mobile telephone banking in addition to other service delivery innovations, enhanced 
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The Bank owes a debt of gratitude to the stewardship of the Board, Management and all staff for the successful 
policy implementation and satisfactory operational results during 2009. 

Linah K Mohohlo

GOVERNOR
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STATUTORY REPORT ON THE OPERATIONS OF THE 
BANK – 2009

THE BANK’S MISSION AND OBJECTIVES 
As provided in Section (4) (1) of the Bank of Botswana Act Cap (55:01), the Bank’s mission and primary 
objectives are:

to promote and maintain monetary stability, which primarily requires the maintenance of low, predictable 

in so far as it would not be inconsistent with monetary stability, to promote the orderly, balanced and 
sustainable economic development of the country. 

Chart 1 presents the Bank’s mission and objectives as well as related strategies, activities and other institutional 
supporting infrastructure that are utilised to achieve the Bank’s objectives.    

Price
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CHART 1: MISSION  OBJECTIVES, STRATEGIES AND ACTIVITIES,
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The Bank’s objectives are attained by the formulation and implementation of monetary policy for the 

safety and soundness of their operations and security of the payments and settlement system through oversight 

Although the responsibilities for the delivery of the various objectives, including the supportive corporate 
services, are assigned to different Departments, the governance structures and framework ensure activity 

GOVERNANCE AND ORGANISATIONAL STRUCTURE 
As provided in the Bank of Botswana Act (Cap 55:01), the Bank operates under the purview of the Minister 
of Finance and Development Planning who submits to Parliament the Annual Report on the operations and 

three Divisions (Chart 2). 

Two sub-committees of the Board, the Remuneration Committee (REMCO) and Audit Committee (which 

Board. 

Board Membership and Appointments
The Board oversees the overall running of the affairs of the Bank in accordance with the Bank of Botswana 

backgrounds.

Board

Governor

Deputy Governor Deputy Governor 

Research
Financial
Markets

Payments
and

Settlement 
Technical 
Services

Banking

Currency

Human
Resources

Banking
Supervison

Accounting
and

Planning

Security Internal Audit Board
Secretariat

 

and

Remuneration Committee Audit Committee

CHART 2: GOVERNANCE AND ORGANISATIONAL STRUCTURE AS AT DECEMBER 31, 2009



19

PART A: STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL STATEMENTS OF THE BANK, 2009

other Board members are appointed by the Minister of Finance and Development Planning. As indicated 

meetings during 2009. 

Annual Report
Banking Supervision Annual Report by June 30 

meets weekly to review the status of policy implementation of the Bank’s annual, medium- and long-term 

monitors general performance, coordinates and facilitates bank-wide communication. 

Departments and Divisions
The responsibilities for the attainment of the Bank’s mission, objectives and vision are carried out by eight 
Departments, viz., Accounting and Planning, Banking and Currency, Banking Supervision, Financial Markets, 

REVIEW OF THE BANK’S MAIN ACTIVITIES IN 2009

Monetary Policy, Money and Capital Market Activities

(a) Monetary Policy
Monetary Policy Statement took into 

account the on-going global recession, the effects of which had begun to affect the domestic economy by the end 
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as the global economic recovery got underway and 

th 
National Development Plan (NDP 10).

year and the slowdown in economic activity, monetary 
policy was eased by a cumulative 5 percentage-point 
reduction in the Bank Rate to 10 percent by year-end, 
the lowest in recent years. Monetary policy loosening 

policy to shore up economic growth without rekindling 

further. 

(b) Money and Capital Markets

December 2009, the total level of BoBCs outstanding 

impact of the weak balance of payments and increased 

percent, respectively, at the end of 2009 compared to 
12.6 percent and 13.1 percent, respectively, at the end 
of 2008. The fall in yield was in line with Bank Rate 
cuts during the year. 

Despite the cuts in the Bank Rate, real interest rates 

interest rates (Chart 5). The real prime rate increased 
by nearly 3 percentage points from 2.46 percent at the 
end of 2008 to 5.39 percent in 2009. Similarly, the 88-
day real deposit rate rose from -4.55 percent to -0.01 
percent, a turnaround of over 4 percentage points. 

outstanding to P4.1 billion. A new 2.5-year bond (BW006) was issued in September 2009. Apart from the 

capital market. Further initiatives were on-going to deepen and widen both primary and secondary bond 
markets activities. 

Source: Bank of Botswana

CHART 3: INFLATION INDICATORS 2006 - 2009

CHART 4: BANK OF BOTSWANA CERTIFICATES, END-
DECEMBER 2003 – 2009

Source: Bank of Botswana
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to focus on maintaining the country’s international 
competitiveness, through continuous adjustment of the 

resulting in a 1.4 percent depreciation of the real 

terms, the Pula weakened by 11 percent against the South 
African rand, but gained substantial ground against 

Right (SDR) and its constituent currencies. The local 
currency strengthened against the SDR by 11.1 percent, 
and recorded appreciations of 15.4 percent against the 

percent against the euro and 3.1 percent against the 
British pound.

Banks and Non-Banks: Activities, Regulation 
(Licensing) and Supervision 

(a) Bank and Non-Bank Activities
The number of banks increased to 11 with the entry 
of ABN AMRO Bank (Botswana) Limited and ABN 
AMRO Bank Botswana (OBU) Limited, subsidiaries of 
ABN AMRO NV headquartered in the Netherlands. ABN 

related activities in the domestic and international 

access to banking services and competition generally 

country-wide during 2009, as well as wider customer 
access to mobile and internet banking facilities. 

in payments during the year which contributed to a 

balance sheet contraction from P45.4 billion in 2008 to 
P44.2 billion in December 2009. 

The transfer of abandoned funds administered under Section 39 of the Banking Act (Cap: 46.04) from banks 

funds increased from P5.8 million in 2008 to P9.2 million, despite the public announcements to encourage 
claims of the balances by rightful owners.

Source: Bank of Botswana

CHART 5: SELECTED KEY REAL INTEREST RATES 
2006 – 2009

Source: Bank of Botswana

CHART 6: NOMINAL AND REAL EFFECTIVE 
EXCHANGE RATES (2007–2009)

Source: Bank of Botswana
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rose by 22 percent, from P2.8 billion in June 2008 to P3.5 billion as at the end of June 2009. Similarly, the total 

revocation of two, resulting in 52 operational entities at the end of the year. 

(b) Supervision and Regulation 

system due to the low institutional inter-dependence. Based on the CAMELS (Capital adequacy, Asset quality, 
Management, Earnings, Liquidity and market Sensitivity) criteria, all licensed banks met the regulatory 

appraisal and assessments of compliance with prudential and regulatory standards stipulated in the Banking Act 

Banks’ Audit Committee, 
Annual Independent Audit and Publication of Audited Financial Statements Disclosure Framework 
for Deposit and Lending Rates”. The latter requires more disclosure by banks on their deposit interest rate 

Statutory banks, namely, Botswana Building Society (BBS), Botswana Savings Bank (BSB) and National 

of liabilities and putting in place appropriate institutional structures for risk mitigation in an environment 
of heightened credit risks due to the impact of the global recession, which led to a temporary shutdown of 
diamond mining and consequent rise in unemployment, as well as increased provisioning for impaired assets. 

TABLE 1: MEASURES OF FINANCIAL SOUNDNESS INDICATORS AND RANGE OF PRUDENTIAL STANDARDS FOR 
LICENSED BANKS, 2007 – 2009

Source: Bank of Botswana

Prudential Standard 
(percent) Range of Prudential Standards for Local Banks (percent)

2007 2008 2009
Capital Adequacy 15.2 – 36.9 15.8 – 32.5 15.8 - 48.4
Liquid Asset Ratio 22.0 – 63.0

Positive 0.6 – 4.6 1.0 – 8.1 0.6 – 5.2

Positive 6.2 – 66.0

Asset Quality (Non-Performing Loans 
/Total Loans 2.3 – 12.4

32.3 – 81.2

)

1
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Stanbic Bank Botswana Limited. The institutions generally complied with regulatory requirements. The 

August 21, 2009. Although the old banknotes ceased to be legal tender on December 31, 2009, the withdrawal 

characteristics and heritage. The new P200 banknote was introduced to accommodate the increase in the value 
of cash transactions over the years. 

net issuance was affected by slower overall economic activity, the weakened balance of payments and decline 

the preference for the P200 banknote in cash transactions. The volume of P10 banknotes issued fell by 22 

due to the overall economic slowdown. The 11.8 percent net issue increase for the 10 thebe, which was the 
largest for all coin denominations, was due, in part, to the low stock levels for the 25 thebe and 5 thebe coin 
denominations which were replenished in the third quarter of the year.

Payments and Settlement 

and settlement systems. The Bank introduced a risk-based oversight framework that ensures that the two 

effectively in compliance with international best practice.

TABLE 2: NOTES AND COIN NET ISSUANCE BY DENOMINATION, 2007 – 2009

Banknotes (millions) Coin (millions)

D
enom

ination 2007 2008 2009

Change (Percent) D
enom

ination 2007 2008 2009

Change (Percent)

2007-
2008

2008-
2009

2007-
2008

2008-
2009

P200 N/A N/A 2.8 N/A N/A P5 4.8 5.1 5.5 6.3
P100 9.8 12.1 23.5 –38.8 P2 8.1 9.0 9.5 11.1 5.6
P50 3.2 3.2 2.9 0.0 –9.4 P1 13.3 16.0 16.8 20.3 5.0
P20 5.8 5.4 4.9 –6.9 –9.3 50t 13.3 14.8 15.1 11.3 2.0
P10 3.1 4.1 3.2 32.3 –22.0 25t 19.1 23.5 24.5 23.0 4.3
P5 0.5 0.5 0.5 0.0 0.0 10t 50.6 50.9 56.9 0.6 11.8
P2 0.5 0.5 0.5 0.0 0.0 5t 99.2 6.4
P1 0.8 0.8 0.8 0.0 0.0

Source: Bank of Botswana
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transactions processing in order to comply with Anti-Money Laundering (AML) and Combating the Financing 
of Terrorism (CFT) standards.

for diamonds, decline in commodity markets and capital market turbulence, there was some stabilisation in the 
level of reserves in the latter part of the year. The improvement resulted from a combination of the proceeds of 

and royalties, and the rebound in equity markets as the global economic recovery got underway. Nevertheless, 

months of a year earlier. 

Accountability, Communication and Advisory Services

(a) Publications and Public Education
As required by law, the 2008 Annual Report and the Banking Supervision Annual Report were submitted 
to the Minister of Finance and Development Planning by March 31, 2009 and June 30, 2009, respectively. 

announcement of the 2009 Monetary Policy Statement on February 25, 2009, the document was published and 
posted on the Bank’s website. Monthly issues of the Botswana Financial Statistics (BFS) were produced and 
regularly posted on the Bank’s website. Other publications included the Research Bulletin, two brochures on 
the Botswana Inter-bank Settlement System Know Your 
Banknotes booklet featuring the new banknotes. 

(b) Advisory Services 

membership in high level advisory committees, the Bank participated in international trade policy discussions. 
The provision of advisory services was also carried out through inter-agency committees, especially the 

The close relations with international institutions continued throughout the year, covering technical assistance 

Meetings and Association of African Central Banks.
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CHART 7: ELECTRONIC CLEARING HOUSE: 
CHEQUE PROCESSING 2004 – 2009

CHART 8: BOTSWANA INTER-BANK SETTLEMENT 
SYSTEM (BISS) TRANSACTIONS 2007 – 2009

CHART 9: ELECTRONIC CLEARING HOUSE: 
ELECTRONIC FUNDS TRANSFERS 2004 – 2009
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CHART 10: FOREIGN EXCHANGE RESERVES 2004 
– 2009

Source: Bank of Botswana

Source: Bank of Botswana
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The Bank’s authorised Staff Establishment increased from 580 to 583 positions. The vacancy rate increased 

building continued by means of on-the-job-training, attendance at seminars, technical and post graduate degree 
programmes. 

work began on the design of the new Cash Management Centre. 

best practice in both operational and governance standards.

The security infrastructure for the Francistown Branch was upgraded and the Bank continued to liaise with the 
national law enforcement authorities in surveying the security environment within and without the country. 
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STATEMENT OF RESPONSIBILITY OF THE BOARD AND APPROVAL OF 
FINANCIAL STATEMENTS

statements in accordance with International Financial Reporting Standards and in 
the manner required by the Bank of Botswana Act (CAP 55:01).  The auditors 
are responsible to give an independent opinion on the fairness of the annual 

International Standards on Auditing. 

After making enquiries, the Board has no reason to believe that the Bank will not 
be a going concern in the foreseeable future.  For this reason, the board continues to 

maintained adequate internal controls to ensure that dependable records exist 

the Bank and to ensure they are duly authorised.  Against this background, the 

signed on its behalf by:

   

Linah K Mohohlo     Gordon K Cunliffe

Governor      Board Member
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STATEMENT OF FINANCIAL POSITION
December 31, 2009

       
Notes 2009 2008

P’000 P’000ASSETS

Foreign Assets

Liquidity Portfolio 1.1 13 229 381
Pula Fund 1.2

Reserve Tranche 2.1 118 042 97 891
Holdings of Special Drawing Rights 2.2 457 728
Administered Funds 2.3 71 814

Total Foreign Assets

Domestic Assets

Property and Equipment 3
Government of Botswana Bonds 4 45 039 41 019
Other Assets 5 99 102
Total Domestic Assets 304 923 280 750
TOTAL ASSETS 58 212 991

LIABILITIES

Foreign Liabilities

2.4 599 118
9 118 042 97 891

Total Foreign Liabilities

Domestic Liabilities

Notes and Coin in Circulation 1 593 970
7 17 030 315 17 553 915

Deposits 8
Dividend to Government 10 250 000 325 500
Other Liabilities 11 54 158
Total Domestic Liabilities
Total Liabilities 23 578 858 22 744 113

SHAREHOLDER’S FUNDS

Paid-up Capital 14 25 000 25 000
Government Investment Account 

Pula Fund and Liquidity Portfolio 22 019 051 30 519 444
Currency Revaluation Reserve 8 842 895 12 509 032

2 147 187 1 494 884
General Reserve 15
Total Shareholder’s Funds
TOTAL LIABILITIES AND SHAREHOLDER’S FUNDS 58 212 991

FOREIGN ASSETS IN US DOLLARS1 (000) 8 703 583 9 118 498
FOREIGN ASSETS IN SDR2 (000) 5 941 775

1       United States dollar/Pula: 0.1503 (2008: 0.1329)
2       
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STATEMENT OF COMPREHENSIVE INCOME
Year ended December 31, 2009

Notes 2009 2008
P’000 P’000

Interest – Foreign exchange reserves 2 491 908
Dividends – Foreign exchange reserves 17 208 913 282 431

Interest – Government of Botswana Bonds 4 100 5 814
Net realised currency gains 19 1 329 498 7 428 337
Net unrealised currency gains 20 –
Net unrealised market gains 21 –

194 254

Other income 21 072

3 417 795

EXPENSES

Interest expense 22 2 127 809

Administration costs 301 723 278 485
Depreciation expense 3 12 288 12 723
Net unrealised currency losses 20 5 283 077 -
Net unrealised market losses 21 127 393 -
Net market losses on disposal of securities 18 114 817

7 488 907 2 945 251

NET (LOSS)/INCOME FOR THE YEAR (4 071 112)

OTHER COMPREHENSIVE INCOME/(LOSSES)

Net unrealised currency (losses)/gains on non-monetary “available-for-
(1 409 838) 1 214 535

instruments 711 437 (1 832 192)

Other comprehensive losses for the year

TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR 10 307 559



33

PART A: STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL STATEMENTS OF THE BANK, 2009

STATEMENT OF DISTRIBUTION
Year ended December 31, 2009

Note 2009 2008
P’000 P’000

TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR 10 307 559

Net unrealised currency losses/(gains) on non-monetary “available-for-
1 409 838 (1 214 535)

instruments 
(711 437) 1 832 192

NET (LOSS)/ INCOME FOR THE YEAR (4 071 112)

23 4 043 393

(27 719) 855 927

1 027 719

Dividend to Government 1 000 000 1 302 000

STATEMENT OF CASH FLOWS
Year ended December 31,  2009

 
Notes 2009 2008

OPERATING ACTIVITIES P’000 P’000

Cash generated by operations 250 045

INVESTING ACTIVITIES

Net withdrawals/(investments) 
Proceeds on redemption of Government of Botswana bonds (at cost) – 98 537
Interest received from Government of Botswana bonds 4 100 7 521
Proceeds from disposal of property and equipment 308
Purchase of property and equipment 3 (25 810)
Purchase of Government of Botswana bonds – (59 221)
NET CASH GENERATED FROM/(USED IN) INVESTING ACTIVITIES (539 949)

FINANCING ACTIVITIES

Dividend to Government 10 (1 075 500) (1 203 000)
Government withdrawals (5 744 714)
NET CASH USED IN FINANCING ACTIVITIES (2 171 798)

NET INCREASE IN CURRENCY IN CIRCULATION
CURRENCY IN CIRCULATION AT THE BEGINNING OF THE YEAR (1 593  970)
CURRENCY IN CIRCULATION AT THE END OF THE YEAR (1 593 970)
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STATEMENT OF CHANGES IN SHAREHOLDER’S FUNDS
Year ended December 31, 2009

Paid–up
Capital

Currency
Revaluation

Reserve

Market
Revaluation

Reserve General Reserve
P’000 P’000 P’000 P’000

Balance at January 1, 2008 25 000 7  532 007 1 971 474
Total comprehensive income for the year – 1 214 535 (1 832 192) –
Transfers to/from Government Investment 

Account:
Net unrealised market losses for the year – – –
Net unrealised currency gains for the year – – –

over Pula Fund Dividend – – – –
Government withdrawals – – – –
Transfer to Currency Revaluation Reserve – – –
Dividend to Government – – – –
Balance at December 31, 2008 25 000 12 509 032 1 494 884
Total comprehensive loss for the year – (1 409 838) 711 437 –
Transfers to/from Government Investment 

Account:
Net unrealised market gains for the year – – (59 134) –
Net unrealised currency losses for the year – 1 787 094 – –

over Pula Fund Dividend – – – –
Government withdrawals – – – –
Transfer from Currency Revaluation Reserve – (4 043 393) – –
Dividend to Government – – – –
Balance at December 31, 2009 25 000 8 842 895 2 147 187

1.  The Government Investment Account, which was established on January 1, 1997, represents the Government’s portion of the Pula Fund and the 
Liquidity Portfolio.
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Government 
Investment Account Total

P’000 P’000 P’000

– 38 111 599 Balance at January 1, 2008
– 10 307 559 Total comprehensive income for the year

Transfers to/from Government Investment 
Account:

– – Net unrealised market losses for the year 
– – Net unrealised currency gains for the year

– over Pula Fund Dividend
– Government withdrawals

– – Transfer to Currency Revaluation Reserve
– (1 302 000) (1 302 000) Dividend to Government 

30 519 444 – Balance at December 31, 2008
– (4 071 112) Total comprehensive loss for the year

Transfers to/from Government Investment 
Account:

59 134 – – Net unrealised market gains for the year 
(1 787 094) – – Net unrealised currency losses for the year

(1 027 719) 1 027 719 – over Pula Fund Dividend
(5 744 714) – (5 744 714) Government withdrawals

– 4 043 393 – Transfer from Currency Revaluation Reserve
– (1 000 000) (1 000 000) Dividend to Government 

22 019 051 – Balance at December 31, 2009
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SIGNIFICANT ACCOUNTING POLICIES
December 31, 2009

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

investments in domestic and foreign assets and liabilities.  The principal accounting policies stated below 
have been consistently applied and comply with International Financial Reporting Standards in all material 
respects.

ADOPTION OF REVISED STANDARDS AND INTERPRETATIONS
The following revised Standards and Interpretations, relevant to the Bank’s operations, have been adopted 

statements. 

IAS 1 (as revised in 2007) - Presentation of Financial Statements

are as follows:

(i) the “Balance Sheet” has been renamed the “Statement of Financial Position”;

(ii) the “Cash Flow Statement” has been renamed the “Statement of Cash Flows”; and

(iii)  where an entity elects to present income and expenses using the single statement approach, that 
statement is referred to as the “Statement of Comprehensive Income”.

The Bank has adopted the single statement of comprehensive income approach. Consequently, the gains and/

appropriations from/(to) the Government, the Bank has prepared a “Statement of Distribution”. 

The comparative information for the year ended December 31, 2008 has been amended as follows to conform 
to the requirements of the revised IAS 1:

2008
P’000

NET INCOME FOR THE YEAR

1 214 535
(1 832 192)

Other comprehensive losses for the year

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 10 307 559
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Amendments to IFRS 7 - Financial Instruments: Presentation
The amendments to IFRS 7 expand the disclosures required in respect of fair value measurements and liquidity 
risk. The Bank has elected not to provide comparative information for these expanded disclosures in the 
current year in accordance with the transitional reliefs offered in these amendments.

STANDARDS AND INTERPRETATIONS IN ISSUE NOT YET ADOPTED

Standard Annual periods beginning on or 
after

IFRS 5 – Non–current Assets Held for Sale and Discontinued Operations July 1, 2009

IFRS 5 – Non–current Assets Held for Sale and Discontinued Operations – 
Amendments resulting from April 2009 Annual Improvements to IFRSs January 1, 2010

IFRS 9 – Financial Instruments January 1, 2013

IAS 1 – Presentation of Financial Statements – Amendments resulting from 
April 2009 Annual Improvements to IFRSs January 1, 2010

IAS 7 – Statement of Cash Flows – Amendments resulting from April 2009 
Annual Improvements to IFRSs January 1,  2010

IAS 17 – Leases – Amendments resulting from April 2009 Annual 
Improvements to IFRSs January 1, 2010

Impairment of Assets – Amendments resulting from April 2009 
Annual Improvements to IFRSs January 1, 2010

IAS 39  – Financial Instruments: Recognition and Measurement – 

instruments
July 1, 2009

IAS 39  – Financial Instruments: Recognition and Measurement – 
Amendments for eligible hedged items July 1, 2009

IAS 39  – Financial Instruments: Recognition and Measurement – 
Amendments resulting from April 2009 Annual Improvements to IFRSs January 1, 2010

January 1, 2010.  The potential impact of the adoption of these amendments is being assessed and shall be 

CLASSIFICATION OF ASSETS AND LIABILITIES IN THE STATEMENT OF 
FINANCIAL POSITION

This was done to better communicate the composition of the Bank’s assets and liabilities. 

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009
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FINANCIAL INSTRUMENTS 

General
Financial instruments carried on the Statement of Financial Position include all assets and liabilities, including 
derivative instruments, but exclude property and equipment. 

Financial Assets

recognition as detailed below.

Short-term Investments (Liquidity Portfolio) 
The Bank has designated the Liquidity Portfolio as a fund in which money market instruments and bonds are 
invested to facilitate payments for regular transactions.

for trading.  They are initially recognised at cost and are subsequently remeasured at market value based on bid 
prices.  All related realised and unrealised gains and losses are recognised in the Statement of Comprehensive 
Income.

All purchases and sales of investment securities in the portfolio are recognised at trade date, which is the date 
the Bank commits to purchase or sell the investments.

Long-term Investments (Pula Fund)

a long-term duration.  These investments, which may be sold in response to needs for liquidity, changes in 

are initially recognised at cost (which includes transaction costs) and are subsequently remeasured at market 
value, based on bid prices.  

All realised and unrealised market and currency gains/losses are taken to the Statement of Comprehensive 
Income.  However, in line with the Bank’s policy, exchange gains/losses for this fund are not distributable and 
are, therefore, appropriated to the Currency Revaluation Reserve.

Revaluation Reserve. When these instruments are disposed of or impaired, the related accumulated market 
value or impairment adjustments are included in the Statement of Comprehensive Income as gains or losses 
from investment securities.

All purchases and sales of investment securities in the portfolio are recognised at trade date, which is the date 
the Bank commits to purchase or sell the investments.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009
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Government of Botswana Bonds
The Bank acquires Government of Botswana Bonds for purposes of facilitating orderly trading in the local 

“available-for-sale” securities.  

The bonds are initially recognised at cost and are subsequently remeasured at market value, based on bid 

Revaluation Reserve.  When these instruments are disposed of or impaired, the related accumulated market 
value adjustments are included in the Statement of Comprehensive Income as gains or losses from Government 
of Botswana Bonds.

All regular purchases and sales of bonds are recognised at trade date, which is the date that the Bank commits 
itself to purchase or sell the bonds.

Derivative Financial Instruments  

exchange risk, including interest rate futures, foreign exchange forward contracts, cross-currency swaps and 
options. 

subsequently remeasured at market value, based on bid prices for assets held or liabilities to be issued, and 
ask/offer prices for assets to be acquired or liabilities held.  The resulting gain or loss is recognised in the 
Statement of Comprehensive Income.

Impairment of Financial Assets
Financial assets other than loans and receivables are carried at fair value. “Loans and receivables” are assessed 
for any evidence of impairment at each Statement of Financial Position date. Financial assets are impaired when 
there is objective evidence that as a result of one or more events that have occurred after the initial recognition 

interest rate. In respect of “available-for-sale” equity securities, any increase in fair value subsequent to an 
impairment loss is recognised directly in other comprehensive income.

Financial Liabilities

As one of the primary tools for maintaining monetary stability in the economy, the Bank of Botswana issues 

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009

FINANCIAL INSTRUMENTS (Continued)
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The Bank’s liability in respect of BoBCs is stated at offer prices on auction date, adjusted for movements in 
matured and unmatured discount recognised in the Statement of Comprehensive Income.  

Other Financial Liabilities

with interest expense recognised on the effective yield basis. The effective interest method is a method of 

The effective interest rate is the rate that exactly discounts future cash payments through the expected life of 

SECURED LENDING FACILITY
Under the Secured Lending Facility (SLF), the Bank provides emergency and intermittent funding to solvent 

transaction.  Only high quality, marketable and freely transferable paper with a minimum amount of risk is 
acceptable as collateral at the discretion of the Bank.  Government and Government guaranteed securities 
of any maturity and other eligible paper with a remaining maturity of 184 days or less are also acceptable 
as security.  The Bank has the right to call for additional collateral, should the value of the security decline 
during the tenure of the facility.  Interest earned on the advances is credited to the Statement of Comprehensive 
Income, while advances outstanding as at the Statement of Financial Position date are recorded under the 
heading “Advances to Banks”.

SECURITIES LENDING PROGRAMME
The Bank takes part in a Securities Lending Programme.  Where securities are lent, the Bank holds collateral 
in the form of cash or other securities.  The securities lent continue to be recorded in the Bank’s Statement of 
Financial Position. 

The Bank’s global custodian administers the Securities Lending Programme and monitors the securities lent 
and related collateral against requirements agreed by the Bank.

The Bank records income from lending securities as it accrues.

REPURCHASE AND REVERSE REPURCHASE AGREEMENTS

market.  It is available to primary counterparties who are solvent institutions licensed and supervised by the Bank.  

Securities purchased or repurchased under the Repurchase Agreement are included or netted off against outstanding 
BoBCs liabilities, respectively.

The term of a repurchase agreement and reverse repurchase agreement can vary from overnight to one month, 
depending on the liquidity conditions in the domestic market.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009

FINANCIAL INSTRUMENTS (Continued)
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Interest earned by the Bank on repurchase agreements is credited to the Statement of Comprehensive Income, while 
interest paid by the Bank on reverse repurchase agreements is charged to the Statement of Comprehensive Income.

FOREIGN CURRENCIES
All transactions denominated in foreign currencies are translated to Pula at the bid rates of exchange for all 
sales, and offer rates of exchange for all purchases, at the transaction date.

Where amounts denominated in one foreign currency are sold in order to buy other foreign denominated 

All assets and liabilities denominated in foreign currencies are translated to Pula using the bid and offer rates 

of Comprehensive Income. However, all gains and losses relating to disposals whose proceeds are reinvested 

distributable in terms of Bank policy; they are appropriated to the Currency Revaluation Reserve. 

ASSETS, LIABILITIES AND RECOGNITION OF PROVISIONS

Assets 
Assets are recognised when the Bank obtains control of a resource as a result of past events, and from which 

Contingent Assets

future events outside the control of the Bank.

Liabilities and Provisions
The Bank recognises liabilities (including provisions) when:

(a) it has a present legal obligation resulting from past events; 

obligation; and

(c) a reliable estimate of the amount of the obligation can be made.

Derecognition of Assets and Liabilities

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009

FINANCIAL INSTRUMENTS (Continued)
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INCOME AND EXPENSE RECOGNITION
Interest income and expense and dividend income are recognised in the Statement of Comprehensive Income 
on an accrual basis.  

OFFSETTING FINANCIAL INSTRUMENTS

Position where:

(a) there is a legally enforceable right to set off;

(b) there is an intention to settle on a net basis or to realise the asset and settle the liability 
simultaneously;

GENERAL RESERVE
Under Section 7(1) of the Bank of Botswana Act, (CAP 55:01), the Bank of Botswana is required to establish 

Bank may transfer to the General Reserve funds from other reserves, which it maintains, for the purposes of 
maintaining the required level of the General Reserve.

CURRENCY REVALUATION RESERVE
Any changes in the valuation, in terms of Pula, of the Bank’s assets and liabilities in holdings of Special 
Drawing Rights and foreign currencies as a result of any change in the values of exchange rates of Special 
Drawing Rights or foreign currencies and in realised currency gains reinvested in foreign assets are transferred 
to the Currency Revaluation Reserve.

The proportion directly attributable to the Government Investment Account is transferred to such investment 
account.

MARKET REVALUATION RESERVE
Any changes in the value of the Bank’s long-term investments as a result of any change in the market values 

The proportion directly attributable to the Government Investment Account is transferred to such investment 
account.

PROPERTY AND EQUIPMENT 
Property and equipment are stated at cost less related accumulated depreciation and any accumulated impairment 
losses.

Land and buildings are valued on a fair value basis every two years, and the recoverable (revalued) amounts 

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009

FINANCIAL INSTRUMENTS (Continued)
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disclosed by way of a note to the Financial Statements, providing that revalued amounts are in excess of the 
carrying amounts. Where the carrying amounts are more than the revalued amounts, an impairment loss is 
recognised in the Statement of Comprehensive Income.

At each Statement of Financial Position date, the Bank reviews the carrying amounts of its tangible and 
intangible assets to determine whether there is any indication that those assets have suffered an impairment 
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any). 

Any impairment loss is recognised immediately in the Statement of Comprehensive Income.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised 
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset in prior years.

Depreciation
Depreciation is charged so as to write-off the cost or valuation of assets less residual values, other than land and 
buildings under construction, over their estimated useful lives, using the straight-line method. The estimated 
useful lives, residual values and depreciation methods are reviewed at each year end, with the effect of any 
changes in the estimate accounted for on a prospective basis.

The annual depreciation rates used in the calculation of depreciation are as follows:

   Percent
Buildings   2.5

Computer hardware 25
Computer software 20

 –  Bullion truck 5 

A gain or loss arising on disposal or retirement of an item of property and equipment is determined as the 
difference between the net sales proceeds and the carrying amount of the asset and is recognised in the 
Statement of Comprehensive Income.

RETIREMENT BENEFITS

Fund, which is governed in terms of the Pension and Provident Funds Act (CAP 27:03). The contribution per 

the Bank as its contribution to the Fund and for administration costs of the Fund, respectively, and a 4 percent 
contribution by each pensionable employee.  Other than the contributions made, the Bank has no commitments 
or obligations to this Fund.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009

PROPERTY AND EQUIPMENT (Continued)
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FINANCE LEASES

assets, on the basis consistent with similar property and equipment.

RELATED PARTY TRANSACTIONS
The Bank enters into various transactions with other wholly owned or partly owned Government institutions 
and its key management personnel (related parties).  All related party transactions are entered into at arm’s 

provided for in the General Conditions of Service of the Bank.

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING 
ACCOUNTING POLICIES
The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities within 

experience and other factors, including expectations of future events that are believed to be reasonable under 
the circumstances.

Useful Lives of Property and Equipment 

similar with the prior year.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
December 31, 2009
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
December 31, 2009

2009 2008
P’000 P’000

1. FOREIGN EXCHANGE RESERVES

1.1 Liquidity Portfolio 

Bonds – held for trading
Amounts Due from Pula Fund 1 050 020 1 359 185
Cash and Cash Equivalents

13 229 381
1.2 Pula Fund 

Equities –  available–for–sale 9 543 049 8 305 959
Bonds –  available–for–sale
Derivative Financial Instruments – assets (Note 13) 18 454 2 344
Amounts Due to Liquidity Portfolio (1 050 020) (1 359 185)
Derivative Financial Instruments – liabilities (Note 13) (12 950) (27 178)
Cash and Cash Equivalents 3 333 101

Statement of Financial Position

Capital Employed

Government 21 818 442 30 455 753
Bank of Botswana 21 711 219 21 170 353

Employment of Capital

Investments

Investments expressed in US dollars (’000)

Investments expressed in SDR (’000) 4 183 200 4 470 820

Statement of Comprehensive Income

Income

Interest and dividends 1 517 559
Realised currency revaluation gains 1 502 233
Unrealised currency revaluation gains –

3 019 792
Expenses

Unrealised currency revaluation losses –
Realised market losses
Administration charges (100 923)

(4 781 791)
Net (loss)/income for the year 8 995 244

Other Comprehensive Income/(Losses)

Net unrealised currency (losses)/gains on non–monetary “available–for–sale” 
(1 409 838) 1 214 535

instruments (1 825 190)
Other comprehensive losses for the year (702 422)
Total comprehensive (loss)/income for the year 8 384 589
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009

2009 2008
P’000 P’000

2.      INTERNATIONAL MONETARY FUND (IMF)

2.1    Reserve Tranche

which at least 25 percent was paid for in foreign currencies and the balance in 

the quota, has changed from time to time as a result of the use of the Pula by the 

727 483
Less: (537 525)

118 042 97 891

the current account held at the Bank (included in other deposits in Note 8).

2.2    Holdings of Special Drawing Rights  

The balance on the account represents the value of Special Drawing Rights (SDR) 
allocated and purchased less utilisation to date.  457 728

to the Fund’s member countries to supplement their foreign exchange reserves 
and to provide liquidity to the global economic system.  Botswana was allocated 

2.3    Administered Funds

This relates to the Poverty Reduction Growth Facility/Heavily Indebted Poor 

Facility/Heavy Indebted Poor Countries Trust Fund, a fund administered in trust 
71 814

2.4    Allocation of Special Drawing Rights (IMF)

to Botswana 599 118
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3.     PROPERTY AND EQUIPMENT
Freehold 

Land
Leasehold 

Land Buildings

Capital 
Works in 
Progress

Other 
Assets Total

P’000 P’000 P’000 P’000 P’000 P’000

Cost – 2009

Balance at the beginning of the year 780 140 977 17 044 245 772
Additions – – – 12 955 12 855 25 810
Disposals – – – –
Transfers – – 10 332 (19 428) –

Balance at year–end 780 151 309 10 571 100 728

Accumulated Depreciation 

Balance at the beginning of the year – – 44 201 – 98 127
Charge for the year – – 3 570 – 8 718 12 288
Disposals – – – – (3 441) (3 441)

Balance at year–end – – 47 771 – 59 203
Net book value at 

December 31, 2009 780 103 538 10 571 41 525

Cost – 2008

Balance at the beginning of the year 140 721 5 817 92 190 242 994
173 (173) – – – –

Additions – – –
Disposals – – – – (14 854) (14 854)
Transfers – 882 (1 138) – –

Balance at year–end 780 140 977 17 044 245 772

Accumulated Depreciation 

Balance at the beginning of the year – – – 59 241 99 924
Charge for the year – – 3 518 – 9 205 12 723
Disposals – – – – (14 520) (14 520)

Balance at year–end – – 44 201 – 98 127
Net book value at 

December 31, 2008 780 17 044

Revaluation of Properties

Freehold and leasehold land and buildings were valued by an independent professional property valuer in December 2008 at an 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009
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2009 2008
P’000 P’000

4.       GOVERNMENT OF BOTSWANA BONDS – available-for-sale

bearing interest at the rate of 10.50 percent, receivable semi-annually in arrears:

19 884
 Interest accrued

21 342 20 528

(ii) Government Bond BW005 purchased on September 10, 2008, maturing on September 
12, 2018 bearing interest at the rate of 10 percent, receivable semi-annually in 
arrears:

23 083 19 877
Interest accrued

20 491

45 039 41 019

5.       OTHER ASSETS

Staff loans and advances 79 871
Prepayments 3 952
Advances to Banks 3 050 -
Other 12 229

99 102

NOTES AND COIN IN CIRCULATION

Notes 1 570 173 1 510 415
Coin 89 014 83 555

1 593 970

net liability to the public

7.       

17 087 390
Unmatured Discount (57 075) (88 225)
Carrying Amount 17 030 315 17 553 915

rates.  

 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009



49

PART A: STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL STATEMENTS OF THE BANK, 2009

2009
P’000

2008
P’000

8.      DEPOSITS

Government 909 779
Bankers 1 478 879
Other 1 299 751 720 500

These represent current accounts of Government, commercial banks, parastatal bodies and 
others, which are repayable on demand and are interest free

9.      LIABILITIES TO GOVERNMENT (IMF RESERVE TRANCHE) 

This balance represents the Bank’s liability to the Government in respect of the Reserve 
118 042 97 891

10.    DIVIDEND TO GOVERNMENT

Balance due at the beginning of the year 325 500
Dividend to Government from Pula Fund 1 000 000 1 302 000
Paid during the year (1 075 500) (1 203 000)
Balance due at the end of the year 250 000 325 500

11.    OTHER LIABILITIES
   

Accounts payable 5 104 4 187
Other creditors and accruals 49 054 52 591

54 158

12.    CATEGORIES OF FINANCIAL INSTRUMENTS

Financial Assets

Held for trading
Bonds
Derivative Financial Instruments

18 454 2 344
Available-for-sale

Bonds
Equities 9 543 049 8 305 959
Government Bonds 45 039 41 019

Loans and Receivables

Staff loans and advances 79 871
Cash and cash equivalents

Total Financial Assets 58 045 928

The above is disclosed in the Statement of Financial Position as follows:
Total Foreign Exchange Reserves
Add: Derivative Financial Instruments (liabilities) 12 950 27 178
Government of Botswana Bonds 45 039 41 019
Other Assets - staff loans and advances (Note 5) 79 871

58 045 928

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009
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2009
P’000

2008
P’000

12.    CATEGORIES OF FINANCIAL INSTRUMENTS (Continued)

Financial Liabilities

Held for trading
Derivative Financial Instruments 12 950 27 178

Other Financial Liabilities - at amortised cost

Deposits
Dividend to Government
Other Liabilities

17 030 315
599 118
118 042

250 000
54 158

17 553 915

97 891

325 500

21 177 321

  13.   DERIVATIVE FINANCIAL INSTRUMENTS

The Bank’s investment guidelines authorise the use of derivative instruments.  The derivatives are held for managing risk.

Asset Liabilities
Notional 
Amount Assets Liabilities

Notional 
Amount

2009 2009 2009 2008 2008 2008

(P’000) (P’000) (P’000) (P’000) (P’000) (P’000)

Fixed Income Futures -Buy
-Sell

_
15 308 _ 498 594

_
_ (4 895)

1 405 133

Currency Futures -Buy
-Sell

2 399
_ _

292 324
_

_
479

_
_

_

Currency Options -Sell _ _ _ 848 _ 848
Other Options -Sell 51 _ _ (1 877) 941
Swaps -Buy

-Sell
_ (309)

_ 452
_
_

1 891
2 415

18 454 (12 950) 1 255 742 2 344 (27 178)

between the market values and the notional amounts.

Futures

securities and changes in the futures contract value are settled daily.

Options

Swaps

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009
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2009
P’000

2008
P’000

14. PAID-UP CAPITAL

Authorised and Paid-up Capital 25 000 25 000
The capital is the amount subscribed by the Government in accordance with 
Section 5 of Bank of Botswana Act (CAP 55:01).  The Bank is not subject to 
any externally imposed capital requirements.  Therefore, capital is not actively 

to be capital.

15. GENERAL RESERVE

In the opinion of the Board, the General Reserve, taken together with other 

future operations of the Bank.

16. INTEREST – FOREIGN EXCHANGE RESER VES

Liquidity Portfolio
Cash and cash equivalents 758 892
Bonds – held for trading 172 210

3 129 11 477

Pula Fund  
Cash and cash equivalents 28 014
Bonds – available-for-sale 1 420 343

2 491 908

17. DIVIDENDS – FOREIGN EXCHANGE RESERVES

Pula Fund
Equities – available-for-sale 208 913 282 431

18. NET MARKET (LOSSES)/GAINS ON DISPOSAL OF SECURITIES

Liquidity Portfolio
Bonds – held for trading

Pula Fund
Derivative instruments – held for trading (13 485) 147 409
Bonds – available-for-sale 707 837 310 159
Equities – available-for-sale (857 809) (1 019 198)

(114 817)

Included above are net market losses of P149 972 000 (2008 : P709 039 000 
losses) which have been recycled from equity on disposal of investments 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009
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2009 2008
P’000 P’000

19. NET REALISED CURRENCY (LOSSES)/GAINS

Liquidity Portfolio
Cash and cash equivalents (279 345)
Bonds – held for trading 282 792

Pula Fund 
Derivative instruments – held for trading 1 280
Cash and cash equivalents (133 305)
Bonds – available-for-sale 1 102 384
Equities – available-for-sale

1 329 498 7 428 337

Included above are net currency gains of P1 543 849 000 (2008 : P4 490 013 000 

as available-for-sale.

20. NET UNREALISED CURRENCY (LOSSES)/GAINS

Liquidity Portfolio
Cash and cash equivalents
Bonds – held for trading 443 009

(48 725)

Pula Fund
Cash and cash equivalents (47 142)
Bonds – available-for-sale (4 590 058) 2 751 792
Derivative instruments – held for trading (30)

(5 283 077)

21. NET UNREALISED  MARKET (LOSSES)/GAINS

Liquidity Portfolio
Bonds – held for trading 83 893

Pula Fund
Derivative instruments – held for trading (227)

(127 393)

22. INTEREST EXPENSE

Debswana Tax Holding Account – 33 255
Reverse Repurchase Agreements 27 143 32 317

2 127 809
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2009 2008
P’000 P’000

23. NET CURRENCY REVALUATION (LOSSES)/GAINS RECOGNISED IN 
THE STATEMENT OF COMPREHENSIVE INCOME

Total net realised gains (Note 19) 1 329 498 7 428 337
Total net unrealised (losses)/gains (Note 20) (5 283 077)
Total net currency revaluation (losses)/gains taken to the Statement of 

Comprehensive Income (3 953 579) 10 545 142

Appropriated to Currency Revaluation Reserve:
      
Net realised and reinvested in foreign assets 
Net unrealised currency (losses)/gains 5 283 077
Transferred from/(to) Currency Revaluation Reserve 4 043 393
Net currency revaluation gains retained in the Statement of Comprehensive 

Income 89 814 475 853

  24.   CONTRIBUTION TO THE BANK OF BOTSWANA DEFINED CONTRIBUTION STAFF PENSION FUND

2009 is P14 312 000 (2008: P13 099 000).

  25.   STATEMENT OF CASH FLOWS

ability to create cash when needed.

2009 2008
P’000 P’000

26. CASH GENERATED BY OPERATIONS

Net (loss)/income for the year adjusted for: (4 071 112)

Net realised and unrealised exchange losses/(gains) 4 043 393
Depreciation expense 12 288 12 723
Loss on disposal of Property and Equipment 77 38
Interest – Government of Botswana Bonds (4 100) (5 814)

(19 454)

Increase in Deposits – banks and other 758 880
Increase in Deposits – Government 43 855 157 293

(Increase)/Decrease in other assets 1 399
Decrease in other liabilities (4 898)

Cash generated by operations 250 045
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2009 2008
P’000 P’000

27. CAPITAL COMMITMENTS

Approved and contracted for 3 854 19 592
Approved, but not contracted for 130 488 22 288

134 342 41 880
These capital commitments will be funded from internal resources.

  28.   COLLATERAL

(i) Secured Lending Facility

There were open positions of P3.1 million (2008 : nil) under the Secured Lending Facility at the year-end, accounted for 

Position date.

(ii) Securities Lending Programme

Under the Bank’s Securities Lending Programme, the Bank has lent securities with a fair value of P11.8 billion (2008: 

the securities lent under this programme. 
 
  29.   GOVERNMENT OF BOTSWANA BONDS AND TREASURY BILLS

the issuance and management of the Government Bonds and Treasury Bills.  An analysis of the bonds and treasury bills issued 
is provided below:-

Government of Botswana Bonds and Treasury Bills issued as at December 31, 2009

Bond/Treasury Bill 
Detail BW 003 BW 004 BW 005 BW 100310

Total
Date of Issue

3, 2003 and 
Sept 10, 

and Sept 9, 
2009

Sept 10, 2008 

2009

10, 2008 and

Sept 9, 2009 Sept 9, 2009 Sept 9, 2009
Oct 31, 2015 Sept 12, 2018

Interest Rate (per annum) 10.25 percent 10.50 percent 10.00 percent 7.50 percent 7.54 percent
P’000 P’000 P’000 P’000 P’000 P’000

1 250 000 700 000 850 000 300 000 1 000 000 4 100 000
Net (Discount)/Premium (2 510) 3 092 539 (35 590)
Net Proceeds 1 247 490 703 092 300 539
Interest Paid to Date 94 500 95 000 – –
Interest Accrued 21 945 22 538 22 830

(i) Net proceeds realised from the issue of the bonds were invested in the Government Investment Account.

(ii) Interest is payable on all bonds on a semi-annual basis in arrears. During the year to December 31, 2009 total interest 

maintained with the Bank.
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  30.   RISK MANAGEMENT IN RESPECT OF FINANCIAL INSTRUMENTS

and monitoring that is subject to an extensive framework of risk limits and other controls.  The process of risk management is 

preservation of purchasing power of the foreign exchange reserves. To this end, the Bank has continued to pursue a conservative 

and procedures for managing the risk exposures and the method used to measure the risks have remained consistent with the 
prior year.  The Bank’s overall framework has served the Bank well during the challenging times in 2008 and 2009 through strict 
adherence to objectives and policies. The risk management framework remains sound and effective.

Risk Management Governance Structure 

The Bank’s risk management governance structure is broadly as follows:

(i)  Board

The Board is responsible for the Bank’s overall risk management and for approving investment policies and guidelines. 
The Bank’s management reviews the risk management policies from time to time.

(ii)  Investment Committee

The Investment Committee, which is chaired by the Governor and comprises representatives from relevant areas of the 

Investment Committee makes decisions on Bank managed portfolios.  The Investment Committee also monitors the 
performance of the external fund managers.

(iii)  

Investment Guidelines.

(iv)  Segregation of Duties

At an operational level, the main feature of risk control is the segregation of duties relating to dealing, settlement, risk 

Settlement and Accounting and Planning.

Tranching of Foreign Exchange Reserves – Liquidity Portfolio and Pula Fund

The Bank of Botswana Act (CAP 55:01) requires the Bank to maintain a primary international reserve, that is, the Liquidity 
Portfolio, while Section 35 provides for the establishment and maintenance of a long-term investment fund, the Pula Fund.  In 
compliance with the statutory requirements, a major feature of the foreign exchange reserves management strategy is, therefore, 
to allocate a certain level of reserves to the Liquidity Portfolio, with the remaining amount invested in the Pula Fund.

Pula Fund

Investments of the Pula Fund comprise long-term assets, such as long-dated bonds and equities actively traded in liquid markets, 
with the expectation of earning a higher return than could be achieved on conventionally managed investments.  The asset 
allocation between bonds and equities is determined using a combination of historical data and assumptions.  Exercises are also 
conducted in respect of the Pula Fund risk/return sensitivity analysis, using different portfolio options, where risk is measured by 
a standard deviation on the rate of return.

Liquidity Portfolio 

In terms of the Investment Guidelines, the Liquidity Portfolio gives priority to liquidity over return given the constant need to 

Pula Fund, the Liquidity Portfolio is largely invested in the Bank’s transaction currencies.
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There are no equities in the Liquidity Portfolio and investment instruments include government bonds of eligible grade currencies 
issued by AAA–rated supranational and AAA–rated US agencies in eligible currencies; other liquid money market instruments 
are also eligible.

Types of Risk Exposure 

The Bank’s Investment Guidelines cover basic types of risk exposures, namely, market risk (currency risk, interest rate risk and 
equity price risk), credit risk, liquidity and instrument risk.  These types of risk apply to both the Pula Fund and the Liquidity 
Portfolio, but vary in terms of interest rate risk and credit risk.

(i)    Currency Risk

The foreign exchange reserves are invested in currencies that are freely convertible, less susceptible to frequent and 

currency allocation relative to an SDR weighted benchmark, the Bank ensures that the purchasing power of the foreign 
exchange reserves is preserved.  In terms of the Investment Guidelines, a maximum deviation from the neutral level (using 
the SDR weights as a benchmark) for USD and EUR of 10 percentage points is permitted, while a deviation of up to 5 
percentage points on all other currencies is permitted.  At the end of 2009, the Bank’s total exposure to SDR and related 

(ii)     Interest Rate Risk

measures the sensitivity of the price of a bond to changes in interest rates expressed in years.  The Bank benchmarks the 

higher return.  The higher interest rate risk is generally compensated by higher returns expected from longer maturity 

years (2008: 1.5 years).

(iii)      Equity Price Risk

Equity price risk is the risk that the value of equities decrease as a result of changes in the level of equity indices and 
diminution of value of individual stocks.  The geographic allocation of equity exposure follows generally the market 
capitalisation among the major markets.  The investment guidelines stipulate the holding levels of equities.  Holdings of 
more than 5 percent in one company are not permitted.  A reasonable spread among the industry sectors is maintained in 
the portfolio.  There are no investments in private placements or unquoted stocks.  At the end of 2009, the equity portion 
of the Pula Fund was P9.5 billion (2008: P8.3 billion).

Market Risk Sensitivity Analysis

The set of assumptions used for each of the risk factors hereunder are not forecasts, but merely “what if” scenarios and the likely 
impact on the current portfolio, based on selected changes in risk variables over a one year horizon.

The Table below gives an indication of the risk sensitivities of the portfolio to various risk parameters.  Assuming that the 

decrease are shown for the indicated scenarios. 
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December 31, 2009

Adverse market change

Scenario

Effect on Statement of 
Comprehensive Income

(P’000) Scenario

Effect on Statement of 
Comprehensive Income

(P ‘000)

Interest Rate 
Risk

Increase in yields 
by 50 basis 
points

Decrease in 
yields by 50 
basis points

Currency Risk

SDR currencies
Strengthening of 
the Pula by 1%

Weakening of 
the Pula by 1%

South African 
rand

Strengthening of 
the Pula by 1%

Weakening of 
the Pula by 1%

Equity Risk Global Equities

Decline in global 
equity prices by 
5% (477 152)

Increase in 
global equity 
prices by 5% 477 152

December 31, 2008

Adverse market change

Scenario

Effect on Statement of 
Comprehensive Income

(P’000) Scenario

Effect on Statement of 
Comprehensive Income

(P ‘000)

Interest Rate 
Risk

Increase in yields 
by 50 basis 
points (1 354 499)

Decrease in 
yields by 50 
basis points 1 354 499

Currency Risk

SDR currencies
Strengthening of 
the Pula by 1%

Weakening of 
the Pula by 1%

South African 
rand

Strengthening of 
the Pula by 1% (24 719)

Weakening of 
the Pula by 1% 24 719

Equity Risk Global Equities

Decline in global 
equity prices by 
5% (415 298)

Increase in 
global equity 
prices by 5% 415 298

The market risk estimates as presented in the Tables above are based on sensitivities to the individual risk factors.  The correlation 

(iv)    Credit risk 

or in the event of an adverse credit event or default.  This may be a commercial bank accepting a deposit, a sovereign, 
supranational or corporate entity issuing a bond or a counterparty with whom the market participant has contracted to buy 
or sell foreign exchange or money or capital market instruments.  In the Bank’s endeavour to control credit risk, it deals 
with only the best quality institutions or counterparties, as determined by international rating agencies.

Consistent with the Investment Guidelines, the Bank withdraws the invested funds if there has been a downgrade of any 
institution.  In cases where the new lower rating necessitates a lower exposure, funds are withdrawn to ensure that the new 
limit is not exceeded.

The Bank mitigates credit risk by addressing the following underlying issues:

Bank; and
 Diversifying investment portfolios so as to minimise potential losses from securities or individual issuers.

      The Bank has not impaired any of its assets in the current and previous period.
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Exposure to Credit Risk

The Table below shows the maximum exposure to credit risk for the components of the Statement of Financial Position, including 
derivatives.  The maximum exposure is shown gross, before the effect of the above mitigation factors.

Notes
2009

P’000
2008

P’000
Foreign Exchange Reserves

Liquidity Portfolio
Bonds – held for trading 
Cash and cash equivalents

1.1

Pula Fund
Bonds – available-for-sale

Cash and cash equivalents

1.2
18 454 2 344

Reserve tranche
Holdings or Special Drawing Rights
Administered Funds

2.1
2.2
2.3

118 042 97 891
457 728
71 814

Government of Botswana Bonds – available-for-sale 4 45 039 41 019
Other Assets-staff loans and advances – loans and receivables 5 79 871

Total 48 502 879

Analysis of Credit Exposure by Class:

Bonds 37 928 723
Derivatives 18 454 2 344
Government of Botswana Bonds 45 039 41 019

Staff advances 79 871
Cash and cash equivalents

Total 48 502 879

the maximum risk exposure that could arise in future as a result of changes in values.

Credit Exposure on Bonds 

2009 2008
Government

(P’000)
Corporate

(P’000)
Other

(P’000)
Total

(P’000)
Total

(P’000)
Aaa/AAA 31 174 500
Aa1/AA+ 929 518 289 279
Aa2/AA 73 301 115 472 3 450 308
A+ 31 295 – – 31 295 –
Other – – 1 182 435

35 421 384 2 135 197 372 142 37 928 723

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009

30. RISK MANAGEMENT IN RESPECT OF FINANCIAL INSTRUMENTS (Continued)



59

PART A: STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL STATEMENTS OF THE BANK, 2009

Credit Exposure to Commercial Bank Deposits (Cash and Cash Equivalents) 

2009 2008
Fitch Rating (P’000)  (P’000)
AAA/F1+ -
AA 7 190 -
A+ 157 053 -
A1 2 517 381
A/B1 547 382
A/B2
A/B4 584 232 841 018
AA- -
B1
B2 -
B/C1 2 192
B/C2 413 378
Other 2 872 822 9971

Credit Exposure on Securities Lending Programme
 
The Bank’s global custodian manages a securities lending programme as agent of the Bank.  Due to the short term nature of the 
securities lending transactions the collateral received under this programme changes on a short term basis.  The securities lending 
is regulated by a securities lending agreement with the global custodian and follows the general criteria for the Bank’s credit 
exposure.  The global custodian monitors the market value of the collateral and where necessary, obtains additional collateral in 
line with the underlying agreement.

(v)  Instrument Risk 

 Sovereign Bonds

In accordance with the investment guidelines, the Bank invests in eligible instruments that are direct obligations or 
obligations explicitly guaranteed by governments or local governments of 11 selected sovereign countries that are highly 

countries in accordance with the ratings assigned by the credit rating agencies.

 Corporate Bonds

The Bank invests in a small proportion of corporate bonds rated Aa2/AA or higher, with the issuer being incorporated and 
tax resident in a country whose sovereign debt is eligible for investment by the Bank.  A reasonable geographical spread 
of issuers is maintained.

(vi) Liquidity risk

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due, hence liquidity 

requirements on the deposits it holds on behalf of the shareholder, Government of Botswana, the banking system and other 
clients holding deposits with the Bank (mainly parastatals).  For the purpose of managing foreign exchange reserves, the 
Bank keeps some of its assets in cash, call deposits and other liquid money market instruments to enable the availability of 

market requirements.
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Financial Liabilities at Undiscounted Cash Flows

undiscounted repayments obligations.

December 31, 2009

Less than 
3 months 

(P’000)

3–12 
months
(P’000)

1–5 
years 

(P’000)
Over 5 years 

(P’000)
Total

(P’000)

17 087 390 17 087 390
Deposits – – –

– – – 599 118 599 118
– – – 118 042 118 042

Dividend to Government 250 000 – – – 250 000
Other Liabilities 54 158 – – – 54 158

– –

December 31, 2008

Less than 
3 months 

(P000)
3–12 months

(P’000)

1–5 
years 

(P’000)
Over 5 years 

(P’000)
Total

(P’000)
– – –

Deposits – – –
– – –
– – – 97 891 97 891

Dividend to Government 325 500 – – – 325 500
Other Liabilities – – –

21 089 721 – –

(vii) 

their fair values.

Valuation techniques and assumptions applied for the purposes of measuring fair value

markets are determined with reference to quoted market prices (includes listed redeemable notes, bills of exchange, 
debentures and perpetual notes).

current market transactions and dealer quotes for similar instruments.

The fair values of derivative instruments are calculated using quoted prices.  Where such prices are not available, a discounted 

derivatives, and option pricing models for optional derivatives.  Foreign currency forward contracts are measured using 
quoted forward exchange rates and yield curves derived from quoted interest rates matching maturities of the contracts.  

yield curves derived from quoted interest rates.

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (CONTINUED)
December 31, 2009

30. RISK MANAGEMENT IN RESPECT OF FINANCIAL INSTRUMENTS (Continued)

– – –



61

PART A: STATUTORY REPORT ON THE OPERATIONS AND FINANCIAL STATEMENTS OF THE BANK, 2009

Fair value measurements recognised in the Statement of Financial Position

grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or 
liabilities.

Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e., derived from prices).

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability 
that are not based on observable market data (unobservable inputs).

Total Level 1 Level 2 Level 3
P’000 P’000 P’000 P’000

Bonds – – 
Derivative Financial Instruments 18 454 – 18 403 51

Bonds – –
Equities 9 543 049 9 543 018 – 31
Government of Botswana Bonds 45 039 45 039 – –

18 403 82

There were no transfers between Level 1 and 2 during the period.

of movements in the Level 3 fair value measurements has not been provided. 

Other Risks

(viii) 

External fund managers are engaged to complement the Bank’s reserve management activity.  The fund managers are 
approved by the Board. 

(ix) Custody

The Bank uses the services of a custodian which provides custodial services for the Bank’s assets and ensures that the 
transactions executed by fund managers are settled in a timely manner, consistent with international best practice.

(x) Operational Risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events.  When controls fail 

loss.  The Bank cannot expect to eliminate all operational risks, but through a control framework and by monitoring and 
responding to potential risks, the Bank is able to manage the risks.
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31. RELATED PARTY BALANCES AND TRANSACTIONS

Balances and Transactions with the Government

The Bank provides several services to its shareholder, the Government.  The main services during the year to December 31, 2009, 
were:

(i) provision of banking services, including holding of the principal accounts of the Government;

(ii) management of the Notes and Coin in issue, including printing and minting of notes and coin; and

(iii) being the Government agent for government bonds and treasury bills.

The aggregate balances in Government accounts are disclosed in Notes 8 to 10.

No charge is made to the Government for provision of these services, except for commissions charged on domestic foreign 

The Bank earned interest on its holding of the Government of Botswana Bonds (as described in Note 4) of P4 100 000 (2008: 
P5 814 000).  

Other Related Party Balances and Transactions

(i) Purchases of air tickets amounting to P231 000 (2008: P390 000) were made from Air Botswana, an institution wholly 
owned by the Government.  These were charged to Administration costs in the Statement of Comprehensive Income.

(ii) Amounts due to related parties.

Included in the balance of outstanding “Deposits – Other” in Note 8 are the following balances with Government-owned 
institutions.  

2009
P’000

2008
P’000

Botswana Savings Bank 4 919
244 038

Total 248 957 194 075

 

(iii) Remuneration 
 

 
 Gross emoluments of the key management personnel are:

2009
P’000

2008
P’000

Non-Executive Board members 138

7 330 7 027
420 428
777 738

8 309
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32. POST BALANCE SHEET EVENTS
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 CHAPTER 1

THE BOTSWANA ECONOMY IN 2009 

Performance by Economic Sector

1.3 While there had been some trend decline 
in mining output since 2006 as diamond 
output reached a plateau, the contraction that 
commenced in late 2008 was precipitous. 
Year-on-year, mining sector output contracted 

suspended in response to the slump in external 

as the diamond mines resumed production. 

continued to strengthen, allowing production 
to build up more rapidly than had initially 

.

1. OUTPUT, EMPLOYMENT 
AND PRICES

(a) NATIONAL INCOME ACCOUNTS

Overview

1.1 Preliminary estimates indicate that in the 

1 

now commenced, such a contraction has a 

countering to some extent the downward 

mining output. As a result, mining accounted 

2 

been updated accordingly.

Mining Non-miningTotal GDP

-40

-30

-20

-10

0

10

20

2005 2006 2007 2008 2009

National Accounts Year

CHART 1.1: REAL GDP GROWTH 2005 
– 2009 (PERCENT)

Source: Central Statistics 
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production had also been suspended. These 

1.4 While the non-mining sector generally 

manufacturing

recession, which undermined the domestic 
diamond cutting and polishing industry, as well 

against low-cost producers elsewhere.3 Water 
and electricity, where growth was only 0.6 

supply continued to be constrained by regional 
shortages.

to announce that it would introduce a temporary support 

Agriculture is 

construction transport and 
communications social and 
personal services

was general government, which grew by 8.6 
percent,4

other sectors, notably construction.

(b) Domestic Economic Outlook

with the recession being both shallower and 

can be attributed to continuing growth in the 

CHART 1.2: REAL GDP GROWTH BY SECTOR 2008 – 2009 (PERCENT)
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in incomes continuing to constrain consumer 
demand.

digit recession that had been widely projected. 

This is in order to reduce the dependence 

compete.

commenced and is expected to continue, 

uranium, are expected to commence operations 

producers.

be robust in the short term, especially since the 

businesses, mainly in the tourism sector, may 

2010 Soccer World Cup tournament that is to 

consumer spending will be constrained in 

TABLE 1.1: GLOBAL GROWTH ESTIMATES (PERCENT) 2009–2010
2009 2010f 2011f

Global 4.3
Advanced economies, of which 2.1 2.4

2.4
Euro area 1.0 1.6

2.2
Emerging markets, of which 2.1 6.0 6.3

4.3
China 10.0

World Economic Outlook
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impediments.  This will be particularly 

public spending. Construction, in particular, 
will need to rely increasingly on additional 

on special arrangements, remains highly 

irrigation systems, are in the pipeline, planning 

(c)  Employment

employed through the Ipelegeng programme 

to treat them as a separate category when 
examining trends in employment.6 

 excluding Ipele-
geng -

Logistics Performance Index
This represents a 

systems. 

Ipelegeng 
programme 

businesses, it also means that many small scale enterprises, 

only 1.8 percent. 

sectors show increased employment.8 This is 

by almost 30 percent, there was no recorded increase in 
employment.

CHART 1.3: SECTORAL COMPOSITION 
OF FORMAL SECTOR EMPLOYMENT 
(EXCLUDING IPELEGENG) - MARCH 
2009 (PERCENT) 
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10

11

10
. 

11 contributed 0.6 percentage points to domestic 

CHART 1.4: BOTSWANA HEADLINE AND CORE INFLATION 2005 – 2009
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addition, while the trend was predominantly 

that is associated with less robust economic 

administered prices also decelerated sharply 

percent. 

commodity prices, below-trend economic 

12 

below trend. The main upward pressure on 

2. PUBLIC FINANCE AND 
THE 2010 BUDGET 
SPEECH

, ‘Transforming our 
Economy after the Crisis: 2010 and Beyond

which, in turn, are aligned with the national 

Vision 2016.

12
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(a) Budgetary Performance 2008/09 and 
2009/10

2008/09 Budget Outturn

2.3 Total expenditure and net lending amounted 

While this included some exceptional items, 
this rapid increase may indicate that long-

CHART 1.5: BOTSWANA AND TRADING PARTNER INFLATION 2006 – 2009
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2009/10 Revised Budget 

higher than the P13.4 billion included in the 
original budget. This is despite a supplementary 

13 

and external borrowing; in contrast, domestic 
borrowing through the existing bond issuance 
programme has been limited. Additional 

14

billion. The additional expenditure is spread 

cost increases or accelerated implementation. 

13

14

to reduce spending.

concern as it appears that the apparent success 
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budget. 

(b) 2010/11 Budget Proposals

Overall Balance and Supporting Budgetary 
Framework

the intention had been to restrict the combined 

16

16

this is constrained by the statutory limitation 

debt management strategy that will ensure 

possible cost, consistent with a prudent degree 

Stock, Bonds and Treasury Bills Act. 

2008/09 2009/10 2010/11
 Budget Revised Final Budget Revised Budget

Revenue 29 889 29 681 30 455 24 393 27 782 27 077
10 860 10 182 6 481
18 821

Expenditure 30 220 35 877 35 151 37 787 41 265 39 194
21 836

Personal Emoluments 10 883
12 182

442
 
Balance – 331 –6 195 –4 696 –13 394 –13 483 –12 118

TABLE 1.2: GOVERNMENT BUDGET 2008/09 – 2010/11 (P BILLION)



76

BANK OF BOTSWANA ANNUAL REPORT 2009     

monitoring and control. These will include 

to ensure that spending cannot be authorised in 

while the guidelines will also be amended 
to limit the discretion currently accorded to 

Project appraisal procedures will also be 

Audit Act will be subject to surcharges.

Revenue

18

18

TABLE 1.3: FISCAL DECLINE AND CONSOLIDATION 2006/07 – 2012/13

3. Planned

Fiscal Year

GDP Expenditure & Net Lending

Revenue 
& grants 

(P Bn)

Budget balance

Current 
prices 
(P Bn)

Growth 
Rate (%)

Total 
(P Bn)

Growth 
Rate (%)

Total 
spending as 
% of GDP

Dev. Budget 
as % of GDP P Bn

Percent of 
GDP

2006/07 68.2 11.2
2007/08 24.8 31.1 26.4 28.6 3.8 4.8
2008/09 41.6 40.2 32.6
2009/101 1.8 41.3 46.3
2010/112 12.0 31.1
2011/123 110.4 36.3 33.3
2012/133 122.8 11.2 0.6 32.3 23.1 0 0
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percent,

more closely to standard company income tax 
20 

lower despite increased diamond production 

Expenditure

emoluments are still expected to increase by 

20
equivalent

commitments, with little additional spending 
on new projects. There continues to be a strong 

through enhanced energy and water supply. 

will be sharply curtailed.

(c) Fiscal Legislation
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3. EXCHANGE RATES, 
BALANCE OF PAYMENTS 
AND INTERNATIONAL 
INVESTMENT POSITION

(a) Exchange rates

21 and hence 

21

 

CHART 1.6: DEVELOPMENT SPENDING BY ECONOMIC SECTOR 2008/09-2010/11
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TABLE 1.4: PULA EXCHANGE RATES 
AGAINST SELECTED CURRENCIES
Nominal Exchange Rates (foreign currency per Pula)

As at end of 2008 2009
Percentage 

Change
SA rand

Euro

NEER (index, 
September 
2006 = 100)

0.1330

12.00

0.0861

94.0

1.1086

0.1043

91.4

1.3

11.1

–2.7

Real Pula Exchange Rate Indices (September 2006 = 100)
SA rand1

Euro

REER

106.8

101.4

128.3

102.4

133.6

111.8

100.9

16.1

4.1

24.2

–1.4
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all the major international currencies during 

in the build up to the Soccer World Cup. 

percent against the rand22 and appreciated by 

The Pula appreciated in real terms against 

22

 (b) Balance of Payments

Overview of the Balance of Payments

billion.23

23

TABLE 1.5: BALANCE OF PAYMENTS 2005 – 2009 (P MILLION)
2005 2006 2007 20081 20092

Current Account 11 028

2 248

6 283
3 628 8 460

Capital account  344 142 848
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were boosted by external borrowing by 

Current Account

and income accounts as well as net current 

 Merchandise Trade 
3.6 The merchandise trade surplus had been 

in imports, which doubled between 2006 and 

demand, imports slowed only moderately, by 

P20.8 billion in 2008. This contraction was 

lower diamond prices.24

24

CHART 1.7: QUARTERLY BALANCE OF PAYMENTS 2008 – 2009
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cost producers elsewhere, especially once 

producer. 

28.2 percent growth in 2008 when prices were 

the global recession on the domestic polishing 
and cutting industry. 

Services

0

20

40

60

80

100

120

140

2008 Apr Jul Oct 2009 Apr Jul Oct

In
de

x 
(J

an
ua

ry
 2

00
8 

= 
10

0)

Gold Copper Nickel

CHART 1.9: MINERAL COMMODITY 
PRICES 2008-2009

single index.

CHART 1.8: QUARTERLY DIAMOND 
EXPORTS 2008 - 2009
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Transportation costs remained high in line with 

 At 

as the recession resulted in a reduction in tourist 

Income Account

under pressure due to the global slowdown, as 

26 

Current Transfers

26

Capital and Financial Accounts

The account was in surplus by P848 million in 

around P3 billion by businesses, and counted 

TABLE 1.6 IMPORT COMPOSITION 2008 – 2009*

Import Category
Value (P million) Growth

(percent)
Share (percent)

2008 2009 2008 2009
6 268

4 482 13.4
2.6 12.1 13.2

3 813 10.8 12.6
0.2 10.6 11.2

3 142 2 608
2 388

Other 1 303 1 368 4.1

Total 33 362

.
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Foreign Exchange Reserves 

28

28
billion.

(c) Balance of Payments Outlook

expected to be boosted by additional mining 

CHART 1.10: QUARTERLY LEVEL OF FOREIGN EXCHANGE RESERVES 2008 – 2009



84

BANK OF BOTSWANA ANNUAL REPORT 2009     

 (d) International Investment Position 
and Foreign Investment 

International Investment Position (IIP)

2008 to P83.6 billion. The largest contributor 

a drop in currency and deposits held outside 

was mainly due to retained earnings by major 
companies already operating in the country rather 

TABLE 1.7: FOREIGN INVESTMENT IN BOTSWANA BY INDUSTRY  31 DECEMBER 2008 
(P MILLION)

Direct Investment Other Investment
Industry Equity Non-Equity Total Equity Non-Equity Total

3 313 0 3 313 14 240
22 0 136 136

20 163 1 308
8 62 0 401 401

Electricity, Gas and Water 0 0 0 0 103 103
462 0 462 0 31 31

Transport, Storage and 
Communication 33 0 33 0 40 40
Construction 24 0 16 16

0 0 1 1
Public Administration 0 0 0 0
Other 0 0
TOTAL 6 606 108 6 714 177 4 141 4 318
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Investment

Europe continued to dominate as the principal 

4. MONEY AND CAPITAL 
MARKETS

(a) Monetary Policy and Liquidity 
Management

changes. Changes in interest rates and the 

TABLE 1.8: FOREIGN INVESTMENT IN BOTSWANA BY COUNTRY 31 DECEMBER 2008 
(P MILLION)

Direct Investment Other Investment

Country Equity Non-Equity Total Equity Non-Equity Total
North and Central America 420 0 420 0

416 0 416 0
Europe 14 1 021

13
0 6 6 0 0 0

2 861 0 2 861 0
      Other Europe 3 16 1 81 82

62 0 0 0
Africa 30

1 664 30
Middle East 0 0 0 0 0 0
Other 0 132
Total 6 606 108 6 714 177 4 141 4 318
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a transitory impact, as shown by the duration 

price stability in the medium-term. A sustained 

the need to increase interest rates to dampen 

during the year to ensure that short-term 

(b) Interest Rates 

rate by the same magnitude, thus ending the 

 

conditions, as measured by the combination 

(c) Banking System

Domestic Credit 
30 

slowdown in credit growth during the year was 

30
 

TABLE 1.9: ADJUSTMENTS TO THE BANK 
RATE 2009 

Month

Bank Rate 
before 

Change

(Percent)

Magnitude 
of Change 

(Basis 
Points)

Bank Rate 
after Change

(Percent)
100 14

April 14 100 13
13

August 11
October 11 0 11

11 100 10
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CHART 1.11: OUTSTANDING BANK OF BOTSWANA CERTIFICATES

CHART 1.12: YIELD TO MATURITY ON BANK OF BOTSWANA CERTIFICATES AND 
GOVERNMENT BONDS  
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due to a deceleration in lending to the business year-on-year growth in lending to households 

CHART 1.13: REAL INTEREST RATES - INTERNATIONAL COMPARISONS

CHART 1.14: YEAR-ON-YEAR COMMERCIAL BANK CREDIT GROWTH



89

CHAPTER 1: THE BOTSWANA ECONOMY IN 2009

in the same period.31

Monetary Aggregates

deposits declined by 14 percent, while non-

Bank of Botswana

31

billion. On the asset side, this was matched by 

Commercial Banks

assets were almost unchanged at P44.1 billion 

32

in current and call accounts. 

(d) Other Financial Institutions

institutions was similarly sluggish compared 

32
billion, or 11.8 percent, which is substantially more than 



90

BANK OF BOTSWANA ANNUAL REPORT 2009     

2.4 percent compared to 32.8 percent in 2008, 

in part because all the listed mining companies 
are also dual-listed elsewhere and, as such, are 

 

companies were listed on the exchange during 

maturities continued to be issued through the 

CHART 1.15: BOTSWANA PENSION FUND 
ASSETS 2002 – 2009
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(e) Credit Rating
4.17 Both Moody’s Investors Service (Moody’s) 

and Standard & Poor’s (S & P) released the 
country’s investment grade sovereign credit 
ratings for 2009. The rating agencies made 
adjustments to the outlook in line with the 
global economic downturn and the resulting 
impact on the national nances. S & P lowered 
the country’s rating from ‘A’ to ‘A minus’ 
and upgraded the outlook from ‘negative’ to 
‘stable’. On the other hand, Moody’s left the 
overall rating unchanged, but lowered the 
outlook from ‘stable’ to ‘negative’. Moody’s 
revised the outlook for foreign currency bonds 
from positive to stable. Overall, Botswana 
continues to have the highest sovereign credit 
rating in Africa. 

(f) Other Financial Sector 
Developments

4.18 Following issuance of two domestic 
commercial banking licences and one offshore 
commercial banks licence, the number of 
licensed banks increased to 11. Of the two 
domestic commercial banks licensed, African 
Banking Corporation of Botswana (BancABC) 
upgraded its merchant banking licence to that 
of a commercial bank. The expansion of the 
banking industry was also evident from the 
establishment of new bank branches and 
installation of additional automated teller 
machines countrywide. Continued innovation 
in the industry included increased utilisation 
of information and communication technology 
such as the cellular telephone, email and 
internet. Other developments included four 
new bureaux de change and six new branches 
of existing bureaux. Two bureaux had their 
licences revoked, and this resulted in 52 
operating bureaux de change at the end of the 
year.

4.19 The number of non-bank entities operating in 
the IFSC remained unchanged in 2009 at 20. In 
September, the Bank of Botswana transferred 
responsibility for regulating the activities of the 
IFSC and Collective Investment Undertakings 
(CIUs) to the Non-Bank Financial Institutions 

Regulatory Authority (NBFIRA), while the 
Government commissioned a consultancy 
on the establishment of an ef cient enabling 
legislation for IFSC operators. The intention 
is to have a single comprehensive piece of 
legislation that will guide IFSC activities.
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DETERMINANTS AND TRENDS IN HOUSEHOLD FINANCIAL SAVINGS IN 
BOTSWANA

rates constrains consumption, thus leading to 

middle age cohorts; hence, a predominance 

national income and consumption constitutes 

stability, such as any success in enhancing 

real interest rates, as well as minimising 

entrenched. 

sector policies that promote competition and 

1. INTRODUCTION 

is generally presented as being in surplus, and 

the business sector and, in some instances, 

include, among others, the promotion and 

institutions and instruments, while incomes 

securities such as shares and bonds. 

households, growth in personal incomes also 

credit crunch in major economies and the 

rate. On the other hand, an increase in interest 
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some international comparisons. Section 4 

2. DETERMINANTS OF 
HOUSEHOLD SAVINGS 

COMPONENTS OF NATIONAL SAVINGS

current period, and as such is commonly 

demand deposit accounts (including balances 

less personal consumption, where personal 
disposable income is gross income less direct 

the long term or the permanent income 
hypothesis that suggests that consumption 
depends on permanent rather than current 

demographic, social and macroeconomic. 
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a stable consumption pattern. 

(a) Economic Factors
Income Levels

income, households are expected to consume 

exceeding income as the household borrows. 

household expenditure does not necessarily 

also notes that the higher incomes may also 

Interest Rates

consumption. As such, it might be expected 

BOX 2.1: MODELS OF INTERTEMPORAL CONSUMPTION

Both the Life Cycle Hypothesis (LCH) and Permanent Income Hypothesis (PIH) focus on the intertemporal 
dimension of consumption, recognising that income is not necessarily all spent in the same period that it is 
earned. Central to both are the pattern of past income (and wealth accumulation) and expectations of future 
income as being of as much importance as current income for decisions regarding current consumption. Because 
of this, a sudden change in current income (up or down) may not alter consumption patterns much, unless it is 
expected to continue. While structured differently, both hypotheses share several similar implications.

(i) The Life Cycle Hypothesis
The LCH assumes that individuals plan to smooth consumption over their lifetime based on their expectations 
of their lifetime net wealth. A principal implication of this hypothesis is that there are periods during lifetimes 
when savings are predictably low or negative. In particular, on the assumption that the earning potential of 
an individual grows throughout much of the person’s working life, it is often rational both to borrow at a 

during retirement. Because of this focus on age-related factors, the LCH is useful for analysing the impact 
of demographic trends on savings patterns. For example, when growth patterns mean that either older or 
younger age groups are increasingly important in the population, the LCH would suggest that aggregate 
savings rates would tend to decline.

(ii) The Permanent Income Hypothesis
The PIH, as originated by the famous economist Milton Friedman, postulates that, however variable their 
income, households will attempt to smooth the pattern of their consumption. It, thus, looks at the impact of 
current income in the context of expectations regarding longer-term or permanent income. In this context, 
changes in current income have a differing impact on consumption depending on whether they are viewed as 

example). The implications of the model are particularly important in assessing the role of macroeconomic 

is viewed as being only temporary, it may not have much effect on consumption patterns.
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1 

to changes in interest rates. 

be considered. To the extent that higher interest 

Precautionary Savings

example, due to unemployment or ill-health. 

unexpected expenditures, such as emergency 

consumption in line with permanent income; 

the more pessimistic the households are 

should be regarded as extreme.

Access to Credit 

period, which would lead to a reduction 
in consumption at that time and, hence, an 

Development and Liberalisation of the 
Financial Sector
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considered that the deepening and broadening 

(b) Demographic Factors 
Population Growth, Age Structure and Life 
Expectancy

in the population age structure is expected 

that, unless otherwise constrained, people 

2

be retirees who are drawing down their assets 

other aspects remain unchanged, the more 

cars and human capital.

purchases, smooth consumption in anticipation 

Dependency Ratio

2.14 Another important consideration is the 

population. A high dependency ratio will 

and consumption, as resources that would 

is determined by the age structure, but other 

balance between urban and rural populations 

issues are also important, as widespread 
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closely associated with sustained economic 

standards.3 

Life Expectancy

This is illustrated in Table 2.1 which shows 

the latter region the increase has been slower, 

which will be spent within the retirement 

little during their retirement, especially when 

common among the elderly with regard to 

to get credit. Thus, they economise on the 

unexpected expenditures.

reach retirement age, they generally do not 

and tends to lead to a decline in the per capita 

to increase the retirement age and the extent 

instances, it was set when people were not 

TABLE 2.1: TRENDS IN LIFE 
EXPECTANCY 1960 – 2007

1960 1990 2007
40

80
41
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(c) Social Factors 

generations. Parents are more inclined to hold 

hard to assess because the remaining wealth 

4

(d) Macroeconomic Environment and 
Other Factors

were directly hit by the global credit crisis, 

4 To the extent that many people go to considerable trouble 

creates.

On the other hand, prudent and predictable 

and global recession. Thus, there is a need 

contracts may substantially impair the 

as a precautionary measure against the 
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THE ROLE OF SAVINGS IN ECONOMIC GROWTH

(a) The Importance of Economic Growth 
in Development

there is a general consensus that economic 

by a rise in the real per capita income 

demographic, macro and political institutional 

that leads to economic growth.

(b) Can Countries Continue to Grow 
Faster by Simply Saving More?

economy. 

holds because postponed consumption results in a matching 

BOX 2.2: NATIONAL SAVING, DOMESTIC INVESTMENT, NET EXPORTS AND NET 
FOREIGN INVESTMENT

Where:

NFI is Net Capital Flow (NCF) or the difference between foreign investment in a county and the 
country’s investment abroad,

G is government purchases net of public investment, 
T is taxes paid by economic agents to government, 
I is domestic public investment plus domestic private investment,
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is more than outweighed by opportunities, 

while it may be rational in some situations 

demand to the extent that it depresses growth. 

6 

and growth on the one hand, and to economic 

would otherwise be the case. 

6 This has been an important consideration in the current 

decline, ultimately causing the growth rate 

line with labour input and the capital-intensity 

growth in per capita income can only be 

 This indicates that it is important 

8 
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models, this approach emphasises that, 

accumulation must not only be accelerated, 

by attempting to rely on domestic sources 

are also critical in the relationship between 

This is considered to be important in the 

and economic growth.

nothing intrinsically wrong with such reliance 

 and this is 

can possibly lead to currency appreciation 

3. TRENDS IN HOUSEHOLD 
FINANCIAL SAVING AND 
GLOBAL COMPARISONS

3.1 The world economy has generally grown at 

10 until interrupted by the most 

countries and with consumer spending 

11

are a similar drain on national resources.

10

11
and macroeconomic policies allow a country to attract 
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12

countries, it is expected that there would 

that impede such a comparison and a robust 

its intermediation role. 

12

between debt and income.

(a) Trends in National Saving

Global and Regional Developments

the newly industrialised Asian economies had the 

CHART 2.1: GROSS NATIONAL SAVINGS 
AS PERCENTAGE OF GDP  1994 – 2008
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Botswana Experience

appears to be doing better than, other countries 

limited scale, especially outside the mining 

this sector. As shown by the recent economic 

(b)  Savings in the Banking System 

13 with the larger proportion held 
by the business sector, while household 

deposits, which lagged growth in deposits by 
the business sector, grew largely at the same 

years, this is largely explained by the surge 

13 These exclude current account deposits, and include interest-
bearing deposits.

CHART 2.2: GROSS NATIONAL SAVINGS 
AS PERCENTAGE OF GDP – REGIONAL 
COMPARISONS 1994  2008

CHART 2.3: COMMERCIAL BANK 
DEPOSITS BY HOLDER 1995 – 2009
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deposits increased at a lower rate compared to 

the past two decades or so. Whereas, prior 

such as residential property, automobiles, as 

also be rational consumption smoothing 

phenomenon.

used by households suggests that deposits are 

were held in either current or call accounts. 

CHART 2.4: DEPOSITS AS PERCENTAGE 
OF GDP 1995 – 2009

CHART 2.5: DEPOSITS TO ASSETS RATIOS 
1996 – 2009



106

BANK OF BOTSWANA ANNUAL REPORT 2009

accounts, which may be due to substantial use 

14 category exceeded 

14  

are being considered.

same period, with the share in total credit to 

higher than that allocated to the purchase 

well as small-scale businesses, especially as 

less than the regionally assembled cars and 

 

CHART 2.6: HOUSEHOLD DEPOSITS AND 
CREDIT 1999 – 2009

CHART 2.7: LOANS AND ADVANCES TO 
HOUSEHOLDS – PROPERTY, MOTOR 
VEHICLES AND OTHER 1992 – 2009
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compared to the other countries.

(c) Saving in Non-Bank Financial 
Institutions 

 BOX CHART 2.1: INTERNATIONAL COMPARISONS

BANK ASSETS/GDP

HOUSEHOLD DEPOSITS/COMMERCIAL BANK ASSETSCREDIT/DEPOSIT RATIOS

HOUSEHOLD DEPOSITS/GDP
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Savings at Botswana Savings Bank

3.13 

more accessible to lower income groups. The 

and a 12 month 

Save-As-
You-Earn 

.

Save-As-You-Earn Scheme

per annum, as well as a 10 percent bonus on 

compared to national income annual growth 

the P46.8 million in the scheme was shared 

CHART 2.8: HOUSEHOLD SAVINGS 2006

CHART 2.9: SAVE-AS-YOU-EARN SAVINGS 
2004 – 2009 
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 programme 

with this scheme has been disappointing, with 

Savings at the Botswana Building Society 
(BBS)

operates special account types that are intended 

This strategy has contributed to maintenance 

(d) Financial Saving and Instruments in 
the Broader Financial Sector

CHART 2.10: NATIONAL SAVINGS 
CERTIFICATES 2000 – 2009

CHART 2.11: PAID UP AND SUBSCRIPTION 
SHARES 2004 – 2009 
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a serious institutional challenge with regard 

success. 

Pension Funds and Insurance Companies

which, along with other employer-based 

latter case, the employee has a greater role in 

 

in pension contributions is the degree to which 

would be met. 

  

employee contribution.

CHART 2.12: DEPOSITS AT BBS AND BSB 
2004 - 2009 

CHART 2.13: RATIO OF DEPOSITS TO 
ASSETS (BBS AND BSB COMBINED) 2004 
– 2009
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16

Household Investment in Securities 

households is limited, Table 2.2 shows share 

participation by households.

16  

CHART 2.14: MAJOR SOURCES OF 
INCOME FOR PENSION FUNDS  2003 
– 2006

CHART 2.15: MEMBERSHIP PROFILE OF 
PENSION FUNDS 

CHART 2.16: BENEFITS PAID OUT BY 
PENSION FUNDS IN 2008 
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Other Forms of Household Saving
3.21 There are other ways in which households 

lower income earners and those with limited 

addition, research shows that access to 

data limitations, it is not easy, with respect 

4. POLICY AND 
INSTITUTIONAL 
INFLUENCES ON 
HOUSEHOLD SAVINGS

that supports a sustainable and stable growth 

CHART 2.17: BOTSWANA PENSION FUND 
ASSETS 2002 – 2008 

TABLE 2.2: CENTRAL SECURITIES DEPOSITORY ACCOUNTS TRANSACTIONS IN 2009 

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Brokers
Local Companies
Foreign Companies
Foreign Individuals
Foreign Residents
Foreign Juniors 464 846
Local Individuals
Local Juniors 0 21 424
Total 644 780 903 213 138 892 337 053 941 320 554 696
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BOX 2.3: DISTRIBUTION OF CATTLE OWNERSHIP 
Disposable 
Cash 
Income 
per month 
(Pula) Total  <200

200-
400

400-
600

600-
1000

1000-
1500

1500-
2000

2000-
3000

3000-
4000

4000-
6000

6000-
8000

8000-
10000 10000+

BOX CHART 2.2: HOUSEHOLD CATTLE OWNERSHIP BY INCOME GROUP
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path potentially leads to a durable increase in 

resulting in substantial net indebtedness. 

the increase in indebtedness. The important 

recognise and support institutional measures 

inter alia, 

and treasury bills that can be purchased by 
households, while the tax regime could also 

smoothing consumption, notably in relation to 

exchange rate policy (including the regime, 

economic conditions. The challenge, in this 

term consideration continually dominates the 
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institutions, instruments and technology.

(a) Macroeconomic Issues 

Funding Government Operations

bond issuance programme aimed at promoting 

by businesses (mostly insurance and pension 

proportion is held directly by households. 

households in that they contribute to pension 

Tax Regime

households, especially to the extent that such 

rates on interest income could discourage 

industry. 

18 while interest 

tax, as is also the case with the National Savings 

in competition in many areas, meaning that the 

18  Currently, this is set at P6 000 per year.
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and, in this regard, disposal gains on bonds 

tax.

Policy on Contractual Saving Schemes/
National Saving Programmes and Social 
Safety Nets

business or employment income by 

with the compulsory superannuation and tax 

20

compulsory pension accounts resulted in a 

appeared to increase, albeit slightly, possibly 

accessibility, which enabled contributions to 
be made directly into these pension accounts.

which they jointly contribute with their 

 There is also exemption with respect to income accruing 

residence. 

20

basis, this has demonstrated the importance 

contributions has underpinned the expansion 

21

has been some concern that there are some 

wages.

Parastatal Operations and Privatisation

households. This has already been the 

21 The debate on the 2008 Parliamentary motion that 

the proposal, it was indicated that there was no law that 

schemes.
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securities. 

through specialised share ownership schemes 

an entity.

consumption.

ensures that real interest rates can be stabilised 

disintermediation, whereby economic agents 
would tend to protect their wealth through 

and growth, the reduction in interest rates 

rate arrangement has, among others, three 

currencies;22

Second, the predetermined direction and rate 

22
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with increased certainty engendered by the 
crawling band mechanism, it does not appear 

23

controls and allowing residents to maintain 

exchange rate (thus, promoting international 

24 

borrowers. This is particularly important 

reason, it is appropriate that local pension 

proportion

23

subject to potentially unanticipated policy discretion, it 

24

as well as both the geographical spread 

schemes.
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institutions, there has been no widespread 

some countries operate deposit protection 

protection scheme, it is deemed that the role 

such importance that its integrity needs to 
be maintained; while it is also important 

granted that there is an implicit guarantee by 

although there is some uncertainty as to the 

the problem with implicit deposit protection 

and the maximum amount that can be insured, 
is determined ex ante

other instruments. 

where, historically, there has been a proper 

sector operators within the regulatory ambit. 

while it also addresses concerns about the 

attention on microlenders also potentially 

TABLE 2.3: EXAMPLES OF POLICY INFLUENCES ON THE FINANCIAL SECTOR
Size of 

institutions
Geographical 

coverage
Range of 

institutions
Range of 

instruments Access
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aspects in this regard is monitoring and 

members. 

operations, as well as to expeditiously bring 

that the SACCOs are potentially important as 

could be handled under the consumer protection 

impact. 

Saving

(a) Access to Financial Saving 
Instruments

and interaction with the general public. 

26 

26

the world. 
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28 Enhanced access to borrowing 

to borrow.  This has been the case in some 

where households, at least until recently, 

access loans. This would tend to encourage 

legally stipulated in some jurisdictions, while 

including remote access to accounts through 

28

pension payout.

loan and the ultimate lender.

(b) Facilitation and Tax Incentives

30 
31 plans. An important attribute 

withdrawn at retirement. The contributions 
are also tax deductible, which reduces the 

age. The scheme is not tied to employment 

participants. 

30

31

 the contributions made by an 
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employer-based retirement schemes with 

Limitations to Account Activity

BOX 2.4: THE ROLE OF CELL PHONES IN PAYMENTS

Technological innovation has increased the scope of trade and access to, among others, 
the household market through the use of internet, emails and cell phone facilities. The 
rapid growth in users of cell phones and widening of network coverage has enhanced the 
potential use of this medium in a wide range of services, including banking. The use of 
cell phones in payments and banking is generally referred to as “Mobile Payments” or 
(M-payments) and “Mobile Banking” or (M-banking). The combination of M-payments 
and M-banking allows for branchless banking service and provides opportunities to extend 
services to un-banked communities, especially in developing countries. M-banking facili-
tates the provision of banking services, such as checking of bank balances and general ac-
count transactions and money transfers, using the cell phone. Cell phone users can also be 
enabled to pay for goods and services from merchants using pre-paid balances or credit in 
place of cash, cheque and debit/credit cards.

A widely cited example is the Kenyan mobile payments system, where customers can trans-
fer funds using a network of approved agents that includes airtime resellers and retail out-
lets acting as agents of banks. The use of cell phones as a medium for extending banking 

mobile service providers to purchase goods and services is not yet developed locally, it is 

air time credit reduces the costs associated with handling cash, while it alleviates the risk of 
unauthorised overdrawing, fraud and processing expenses that is linked with cheques. The 
model also has an advantage over debit and credit cards in that it has larger potential mar-
ket/usage. In particular, the stricter criteria pertaining to issuance of bank cards and the 
link with operation of accounts at banks does not apply. The presence of cell phone facili-
ties also eases the need for costly physical presence of banking facilities such as branches, 
ATMs and card reading machines and also alleviates the related telecommunication and 
processing expenses. Moreover, unlike card based processes, the model is less prone to 
the risk of fraudulent use of cards and identity theft. The overall effect of increasing usage 
of the cell phone is that it potentially enhances access to banking services across income 
groups and with much wider geographical coverage.

Meanwhile, the supervision of M-payments/banking is evolving and care is being taken 

-
tled outside the payment infrastructure poses systemic risk and should not be allowed.
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well as restrictions on withdrawals. This 

to exclude low income earners who are most 

penalties. 

(d) Availability of Information and 
Financial Literacy

public education, as well as general literacy. 

instruments and credit products, as well as the 

creditors to ensure that borrowing decisions 

past 10 years, been augmenting other literacy 

has a public education programme that 

to be done in this regard, including exploiting 

5. LOOKING AHEAD 
– INITIATIVES TO 
PROMOTE FINANCIAL 
SAVING
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has pursued, the macroeconomic policies, 

system. While limited to a short period, it is 
noted that the recent downturn in economic 

plans (including consumption, borrowing and 

growing incomes. 

the broader economy. 

contribution pension schemes and targeted 

loans by microlenders are included;32 and it 

discussion in Section 2, there should be 

32
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should be discouraged as it potentially erodes 

and with regard to housing, the land tenure 
system and the lengthy and costly process 

it represents a costly choice being made by 

three percentage points higher. 

in consumption would depress the economy. 

to strengthen existing arrangements towards 

(a) Facilitating Access to Saving for 
Retirement (and/or Loss of Income)

national scheme where all income earners 

towards retirement, as well as the designation 

structured option is the employer-based 

case, there are instances where participation 

the authorities should continue to encourage 

scheme. 

there are complex issues regarding both 

Although the latter could be handled through 
contributions to unemployment insurance, it 

already contributing to a pension scheme. 

employees with a contribution to a mandatory 
national pension scheme.33 There is also a 

to reduce costs to society associated with a 
high dependency ratio,34

33

34
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to participate in a national scheme.

(b) Tax and Budget Financing

which is tax exempt, while interest on deposits 

income earner. This disparity is unwarranted 
as these two institutions increasingly 

inconsistent with the encouragement to 

institutions to extend their operations to cater 

be succeeding; hence the need to explore other 

aware and increase their participation.

(c) Participation in the Privatisation 
Programme

surrounding citizen empowerment and 

other health areas.

incomes. Options such as special allocations 

contribute towards an increase in wealth. 

(d) The Quality and Cost of Banking 
Services

and does not accommodate their needs.36 

 (e) The Balance between Saving and 
Credit 

and ill-health. On the other hand, widespread 

36
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access loans.

in their interest to also support campaigns 

38 to 

contribution.

38

the broad guidelines on lending practices.

Act, to bring it in line with contemporary 

(f) Expanding the Range of Institutions 
and Instruments

not discriminate between indigenous and 

middle-income and urban-based households 

to local conditions and whose presence also 

credit. 

(g) Legal Issues
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legal process could be explored alongside 

housing situation in the country (rural areas in 

contracts.

(h) The Case for a Deposit Protection 
Scheme

implicitly protect depositors and will 

(i) Enhancing Financial Literacy

community institutions. 

(j) The Role of Informal Arrangements

interest rates, it should be accepted that 

(k) Policy Environment and Data Issues

especially with respect to trade and capital 

published data, while there is a challenge 
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and the regulatory institutions, such as the 

instruments and borrowing across the range 

and national accounts data (e.g., household 






