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Executive Summary  

 

u Global economic recovery is gaining strength, led by China, the threat 

of double-dip recession have eased significantly 

u US will continue its recovery, albeit at a slow pace, quantitative easing 

to continue, signs of consumer spending picking up and savings rate 

slowing 

u US inflation to remain stubbornly low, unemployment to remain high 

and still no clear signs of recovery in housing market 

u Concern over Europe sovereign debt crisis recede, but risk remain 

u Fiscal tightening in Euro zone, PIGS remain a slight concern 

u Growth in China to slow slightly in 2011 on tightening monetary policy 

u Chinaôs food inflation remain elevated, to slow towards year-end  

u SA sustainable growth recovery on higher consumer spending 

u SA CPI to breach inflation target by 2011 year-end 

u SA repo to increase at the end of 2011 on higher inflation 

u Namibian GDP growth expected to have recover in 2010 growing by 

4.5% on turnaround of diamond mining output, strong retail sales and 

manufacturing 

u Namibian GDP forecasted to grow by 4.6% in 2011 and to accelerate 

further in 2012 by 5.1% 

u Local inflation is forecasted to rise and end the year at 6.2% y/y 

u Uranium output to decline in 2010/11 on lower Rössing output, uranium 

exploration continue to surge 

u Manufacturing to maintain strong growth momentum during 2011, 

boosted by the introduction of Ohorongo cement 

u The N$/US$ to end the year slightly weaker at N$7.60/US$ on capital 

outflows, risk aversion away from emerging economies 

u Loss of SACU revenue to impact heavily on budget deficit, we project 

higher than expected deficit, debt to rise significantly  

 

 

 

 

 

Economic Indicators   

Real sector   

GDP Current 2009 (N$ mil) 77 814 

GDP Constant 2009 (N$ mil) 49 372 

GDP Growth 2009  -0.7% 

GDP Growth 2010E 4.5% 

GDP Growth 2011E 4.6% 

GDP Growth 2012E 5.1% 

GDP per Capita 2009 (N$) 37 001 

Government FY11/12E 

Total Revenue (N$bn)  20.7 

Total Expenditure (N$bn) 29.3 

Budget Deficit (N$bn) 8.6 

Budget Deficit (% of GDP) 8.9% 

Total Government Debt (N$bn) 27.2  

Inflation (% y/y)   

2010 (avg) 4.50% 

Current ï January 2011 3.40% 

IHN Forecast (2011 avg.) 4.62% 

IHN Forecast (year-end) 2011 6.20% 

Interest rates    

Namibian Bank rate (BoN rate) 6.00% 

SA Repo rate 5.50% 

Nam Prime rate 9.75% 

SA Prime rate 9.00% 

BoN rate (IHN year-end forecast) 6.50% 

Exchange rates   

N$/US$ (avg) 7.40 

N$/US$ (year -end) 7.60 

Source: CBS, IHN 
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Global  outlook  

The global economic recovery has gained strength, aided by massive stimulus 

packages and fiscal policies across the globe, particularly among emerging 

countries. Although many emerging economies are seeing stronger growth again, 

they continue to rely significantly on demand from advanced economies. As the 

global economy continues to recover, the threat of a double-dip recession has 

eased but not disappeared altogether - imbalances continue to trouble 

policymakers and central banks. Countries that have traditionally relied on 

exports (China, Japan and Germany) need to move toward domestic driven 

growth. Countries that relied too heavily on their consumers (the United States 

and United Kingdom) face competitive devaluations in their target export markets. 

Adjustment to more balanced economies will be slow but remain strategically 

important to the global outlook. 

Table 1:  World growth (%) 

Country   2008 2009 2010 2011E 2012E 

World Output   2.8% -0.6% 5.0% 4.4% 4.5% 

Advanced Economies 0.2% -3.4% 3.0% 2.5% 2.5% 

US 
 

0.0% -2.6% 2.9% 3.0% 2.7% 

Euro Zone 
 

0.5% -4.1% 1.8% 1.5% 1.7% 

Japan 
 

-1.2% -6.3% 4.3% 1.6% 1.8% 

UK 
 

-0.1% -4.9% 1.7% 2.0% 2.3% 

Emerging and Developing Economics 6.0% 2.6% 7.1% 6.5% 6.5% 

Developing Asia 
 

7.7% 6.9% 9.4% 8.4% 8.4% 

China 
 

9.6% 9.2% 10.3% 9.6% 9.5% 

India   6.4% 5.7% 9.7% 8.4% 8.0% 

Source: IMF World Economic Outlook  

Chart 1 shows the projections made by the IMF in their World Economic 

Outlook on real economic growth. Global activity is projected to have 

expanded by 5.0% in 2010, growth of 4.4% is expected in 2011 with downside 

risks continuing to predominate. 

Chart 1:  Real GDP Forecast ð IMF World Economic outlook 

 

Source:  IMF World Economic Outlook 
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Emerging and developing economies are expected to expand at rates of 7.1% 

and 6.5% in 2010 and 2011, respectively. After reporting Q4 GDP growth of 

9.8%, ahead of expectations, China is projected to grow by 9.6% in 2011. Except 

for inflation fears in Chinaôs overheated economy, global inflation is projected to 

stay low, amid continued excess capacity and high unemployment, with a few 

exceptions among emerging economies. Risks to growth forecasts are mainly to 

the downside. However, the probability of a sharp global slowdown, including 

stagnation or contraction in advanced economies, still appears low.  

Interest rates in developed countries are unusually low, reflecting aggressive 

monetary policy to stimulate growth and weak demand for credit, leaving 

developed economies in a liquidity trap. A liquidity trap occurs when short-term 

interest rates fall to zero, leaving a central bank with few options for stimulating 

the economy. 

As a result of the low interest rates in developed economies like the US, money is 

flowing into higher yielding emerging markets. The inflow of capital into these 

countries has put upward pressure on currency values in emerging markets, 

thereby hurting export competitiveness. The rapid growth in some emerging 

markets has created inflationary pressures which have led to some central banks 

starting to look at tightening monetary policy.  

US  

Despite increasing signs of recovery, the US economy is still facing challenges 

with a high unemployment rate, weak real estate market and low inflation. With 

the US economy remaining weak following sustained monetary easing, the Fed 

turned to Quantitative Easing (QE) to support the sluggish US economy further. 

QE is a policy tool whereby the Fed is buying large amount of government 

bonds/debt held by large lending institutions at a premium rate by printing new 

money. The aim is to increase money supply and credit extension, thereby 

encouraging spending and ultimately supporting economic growth. Although the 

Fed is only about halfway into the US$600bn QE program, it has already 

surpassed China as largest holder of US Treasuries.   

The global financial crisis forced consumers to cut back on their use of credit, 

resulting in the biggest contraction in consumer credit extension in more than 60 

years during 2008-2010. At the same time the household savings rate increased 

strongly. By increasing their savings rate, consumer spending declined sharply 

(main driver of US economic growth) curbing economic growth. While the process 

of deleveraging is positive in the long-run, unfortunately as long as it continues, 

the US economy will likely remain weak. With credit and housing leading the US 

economy into recession it needs to recover before US economic growth will get 

back on track.   

Policymakers appear satisfied with their bond-buying efforts, pointing at tightening 

of credit spreads and rising inflation expectations as good results in light of rising 

yields on US Treasuries. Six straight months of gains in consumer spending with 

savings sliding to its lowest level since March 2010, is adding to a more optimistic 

outlook. 
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Chart 2: US Real GDP growth (%) Chart 3: US Unemployment rate (%) 

  

Source: IMF  World  Economic Outlook Source: I-Net Bridge 

The Fed is expected to signal its next move beyond the initial US$600bn QE by 

April 2011, hoping to cause as little discomfort for financial markets as possible. 

Nevertheless, data relating to inflation and employment will be crucial to 

determine the Fedôs next move. PPI have increased m/m for 7 consecutive 

months which are fuelling debates that Fed policies will eventually see inflation 

rising again. If rising commodity prices feed through to inflation in the US and the 

unemployment rate improves, monetary policy tightening could materialise sooner 

rather than later. The IMF project the US economy to expand by 3.0% in 2011 in 

line with the 2.9% growth recorded in 2010. 

 

China  

While the rest of the developing world is trying to boost economic activity, China 

is trying to cool its economy which expanded by 10.3% in 2010. Following a 

massive US$585bn stimulus program in 2009, China is now trying to curb its 

accelerating economic growth, resulting in a potential property market bubble and 

unsustainable inflation by raising reserve requirements, limiting bank lending and 

raising interest rates. The Peopleôs Bank of China (PBOC) has raised the level of 

reserves that banks are required to hold seven times in the last year, and raised 

interest rates three times in the last six months. Growth accelerated to 9.8% y/y in 

Q4 2010 from the 9.6% in Q3. This was above market expectations, erasing 

concern that China might be headed for a hard landing. These numbers rather 

suggest that the economy is maintaining its growth momentum.  

China's biggest problem is not generating growth, but ensuring that it is balanced 

and stable.  As a result, containing inflation and normalizing consumption will be 

Chinaôs main focus in 2011. Inflation in China hit a 28-month high of 5.1% y/y in 

November 2010 on accelerating food prices (11.7% y/y). Food prices have a one-

third weighting in the calculation of China's consumer price index (CPI), and 

Chinaôs inflation has been mainly driven by food prices while the non-food CPI 

has been well behaved for the past few years.  

Latest data showed China's inflation rose 4.9% y/y in January 2011 (below 

expectations of 5.4%), up slightly from 4.6% y/y in December. Inflation will remain 

high before starting to ease later in 2011.  
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Chart 4: China Real GDP growth (%) Chart 5: China Inflation rate (%) 

  

Source: IMF projections Source: I-Net Bridge 

 

The PBOC, by increasing the reserve requirements for banks, has allowed the 

Yuan to gain against the US$. The Yuan's rise will still be measured and we 

expect the Yuan to gain roughly 6% in 2011, hitting 6.25 against the US$.  

 

Chart 6:  China Yuan/US$  

 

Source:  I-Net Bridge 
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Euro z one  

The world economy expected to continue recovering in 2011 supported by 

significantly low-key interest rates in developed countries and strong growth in 

emerging markets economies. However, following the Greek sovereign debt 

crisis, high levels of debt and unemployment the phasing out of expansive fiscal 

policies and consolidation will drag down demand in most Euro zone countries.  

The Euro faced a turbulent 2010 as concerns over PIGS continued. Chart 8 

shows the depreciation of the Euro since the Greek sovereign debt crisis. 

European leaders have shown, following the ú1 trillion bailout, that theyôre 

capable of taking the steps needed to stabilize the Euro currency, allowing the 

Euro zone to turn the corner in the sovereign-debt crisis. 

 

Chart 7: Euro zone Real GDP growth (%) Chart 8: US$/û 

 
 

Source: IMF projections Source: I-Net Bridge  

 

Strong economic reports out of Germany, seems strong enough to more than 

offset any budgetary shortfalls of the PIGS, which make up a small percentage of 
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Rising exports will be the main driver of the recovery in the Euro zone, although 

internal demand will have a positive (albeit small) contribution to growth in 2011. 
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South Africa  

Emerging market economies have coped much better with the global downturn, 

particularly in sub-Saharan Africa, experiencing solid domestic demand. 

After several years of sustained growth, for the first time since 1992 South 

Africaôs economy fell into recession with its GDP contracting by 1.8% in 2009. 

The economic slowdown had started in 2008 with the weakening of domestic 

demand and was exacerbated when the global crisis led to a sharp fall in exports. 

The South African Reserve Bank (SARB) responded to the recession by cutting 

the repo rate by 600 basis points from 11.5% in 2008 to 5.5% at the end of 2010.  

Weak demand and the appreciation of the currency helped reduce inflation from 

its peak of 11.5% in 2008 to 3.5% in December 2010.   

 

Table 2:  SA Economic Forecasts 

  2006 2007 2008 2009 2010 2011E 2012E 2013E 

GDP (% y/y) 5.6% 5.5% 3.4% -1.8% 2.8% 3.5% 3.9% 4.2% 

CPI (% y/y) 4.6% 7.1% 11.5% 7.1% 4.3% 4.5% 5.6% 5.7% 

Prime  (year-end)) 12.5% 14.5% 15.0% 10.5% 9.0% 9.3% 10.9% 11.6% 

Repo  (year-end) 9.0% 11.0% 11.5% 7.0% 5.5% 5.8% 7.4% 8.1% 

R/US$ (year-end) 6.80 7.10 8.20 8.40 6.80 7.27 7.83 8.37 

 Source: BER, Reuters 

 

We expect a sustainable recovery in the South African economy driven by 

stronger consumer spending. Interest rates are at their lowest level in over 30 

years with the real interest rate below 1%. This is supporting the recovery in 

consumption spending and should stimulate domestic investment through a low 

cost of borrowing. 

According to Reuters consensus forecast, growth is expected to recover to 2.8% 

in 2010, helped by the recovery of global demand and boosted by the FIFA World 

Cup, and to accelerate further in 2011 to 3.5%. This is also in line with the SARB 

and IMF projections of 3.4%.  
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Chart 9: SA real GDP growth (%) Chart 10: SA CPI (avg) (%y/y) 

  

Source: StatsSA, Reuters Source: StatsSA, IHN 

 

However, risks to growth estimates remain weighted to the downside especially 

concerns on the recovery in Europe and the probability of a hard landing in China. 

China is South Africaôs largest single export destination (10% of total exports in 

2009) and together with Europe makes up 30% of total exports. Together with the 

US, Japan and UK these countries account for 60% of domestic exports.  

Coupled with rising inflation over the next two years we anticipate that this will 

prompt the SARB to begin increasing interest rates off a low base from Q4 2011 

with a 50 basis points hike. We expect a further 150 bps in rate hikes in 2012. 

Risks to our forecasts are further appreciation in the currency, further downside 

surprises in inflation and economic growth.  

 

Chart 11: SA Repo rate Chart 12: R/US$ Exchange rate (year-end): Reuters consensus 

  

Source: SARB, IHN Source:  I-Net Bridge, Reuters 

 

SA CPI rose 3.7% during January in line with expectations up from 3.5% in 

December 2011. Inflation is expected to continue to climb to just outside SARB 
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during Q4 of 2011. 
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Chart 13: SA Inflation (%)  

 

Source:  Stats SA, IHN 
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Namibia - National Accounts (2009 ) 

Real Sector  ð Supply side  

The Namibian economy contracted by -0.7% in 2009, slightly below our estimate 

of -0.4%, in the light of a significant slowdown in the global economy. The primary 

sector (which includes the mining sector), in particular the diamond sector, was 

the hardest hit by the global economic slowdown. Chart 14 shows that the 

primary sector declined by 27% in 2009. The secondary and tertiary sectors 

reported positive performances despite the global slowdown, growing by 3.5% 

and 4.4%. However, the growth from these sectors was not enough to offset the 

dismal growth in the primary sector. 

Chart 14:  Namibia real GDP growth (%)  

 

Source:  CBS 

According to the latest National Accounts published by the Central Bureau of 

Statistics (CBS) the overall mining sector declined by 45% in 2009, as a result of 

a 49.7% contraction in diamond value added growth. Consequently, miningôs 

contribution to GDP declined from 15.9% in 2008 to 10.0% of GDP in 2009.  

Chart 15: Total mining vs. diamond mining growth (%) Chart 16: Total mining: Contribution to current GDP (%) 

  

Source: CBS Source: CBS 
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Real value added in the other mining sub-sector (including uranium, zinc and 

copper production) declined by 22%. Manufacturing, Real estate, Transport and 

Financial Intermediation continued to record positive performances during 2009. 

Table 3 highlights the real annualised growth rates by sector for the Namibian 

economy over several time periods. The construction and other manufacturing 

sectors were the fastest growing sectors over the last 9 years growing by an 

annualised rate of 10.9% each, followed by financial intermediation (10.2%), real 

estate (9.3%) and transport (9.3%). On the other hand fishing and fish processing 

on board has been a major drag on the economy, declining at an annualised rate 

of 6.8% over the 9 year period. Diamond mining has declined at an annualised 

rate of 3.7% over the last 7 years.   

Table 3:  Real annualised growth rate (%) by sector  

 Sectors 9 years 7 years 5 year  3 years 2 years 1 year 

Agriculture and Forestry 3.6% 3.3% 3.1% -0.7% 1.2% -0.3% 

   Livestock farming 2.0% 4.7% 7.6% 3.2% 3.4% 0.2% 

   Crop farming and forestry 5.6% 1.9% -0.5% -4.2% -0.8% -0.7% 

Fishing and fish processing on board -6.8% -7.9% -11.2% -13.0% -9.8% -14.1% 

Mining and Quarrying 0.1% -2.9% -9.4% -18.7% -26.9% -45.0% 

   Diamond Mining 0.4% -3.7% -11.0% -21.5% -29.3% -49.7% 

   Other Mining -0.5% 0.1% -2.7% -6.7% -17.6% -22.5% 

Primary Industries 0.0% -1.6% -5.4% -11.6% -15.2% -27.0% 

Manufacturing 5.7% 5.9% 5.5% 5.7% 4.3% 6.5% 

   Meat Processing 1.5% 0.3% 2.0% -0.3% -2.4% 3.9% 

   Fish Processing on shore 1.2% 1.0% -1.8% 12.1% 4.2% 12.6% 

   Other food products and beverages 4.7% 3.6% 5.9% 7.5% 8.7% 7.5% 

   Other Manufacturing 10.9% 10.3% 7.3% 3.4% 1.2% 4.6% 

Electricity and Water 2.2% 7.1% 8.4% 4.5% 4.6% 6.0% 

Construction 10.9% 12.8% 11.4% 6.9% 3.3% -7.3% 

Secondary Industries 5.9% 7.1% 6.8% 5.8% 4.1% 3.5% 

Wholesale and Retail 6.2% 6.4% 6.2% 4.6% 3.0% 3.1% 

Hotels and Restaurants 6.0% 6.1% 5.5% 6.0% 3.8% 4.9% 
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Financial Intermediation 10.2% 12.3% 9.5% 9.4% 8.2% 6.6% 
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Chart 17 shows the best 5 performing sectors over the last 9 years in terms of 

real value growth rates (annualised). It is clear that construction, manufacturing, 

financial industry, transport and real estate played a significant role in Namibiaôs 

GDP growth over the last decade. Underperforming sectors such as fishing & fish 

processing, mining, health, and meat processing were major drags on Namibian 

economic growth. 

 

Chart 17: Top five sectors ð Annualised real growth  - 9 years Chart 18:  Five worst performers ð Annualised real growth  - 9 years  

  

Source: CBS, IHN Source: CBS, IHN 
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Expenditure on GDP  

Gross domestic expenditure (GDE), more than 100% of GDP, slowed from 7.8% 

in 2008 to 4.7% 2009, after a 1.6% decline in investment and inventories. Exports 

declined by 14%, impacting negatively on real GDP growth. Net exports (deficit) 

widened from -0.4% to -8.9% of nominal GDP.   

Chart 19:  Contribution to Namibia real GDP growth (%)  

 

Source:  CBS, IHN 

Chart 20 shows that real private and public consumption increased by 5.9% and 

9.8%, respectively. Total consumption (83% of GDP) grew by 6.9% in 2009, 

because of strong growth in the consumption of clothing and footwear, rising 

148% from a low base in 2008.  

Real investment declined by 1.6% in 2009, after a 24% and 28% decline in 

investment in the mining and transport sectors. Private investment and public 

investment both declined by 1.2% and 1.8%, respectively.  

Chart 20: Real private and public consumption growth (%)  Chart 21:  Investment growth (%)  

  

Source: CBS, IHN Source: CBS, IHN 
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Namibia - Real GDP forecasts (2011/12 )  

Executive Summary  

In the next section we used the production/supply side approach to estimate the 

real GDP growth rates for the period 2010-2012. In summary, we expect the 

Namibian economy to have recovered strongly during 2010, growing by 4.5% 

(Chart 22) compared to the 0.7% contraction during 2009. The significant 

recovery during 2010 could be attributed to strong growth in mining (diamond 

production), retail & wholesale (11.1% of GDP) and manufacturing (13.5% of 

GDP) sectors.  

 
Chart 22:  Namibian Real GDP growth (%) 

 

Source: CBS, IHN 

Real GDP growth is projected to pick up slightly to 4.6% in 2011 and 5.1% in 

2012 mainly as a result of the steady global economic recovery, higher metal 

prices, the introduction of Ohorongo Cement boosting manufacturing growth, 

strong retail growth and the opening of two copper mines. The secondary sector 

is expected to grow strongly during the next two years.    

Chart 23:  Secondary industry - Real growth (%) 

 

Source:  CBS, IHN 
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The Ag r iculture  Sector  

Current performance   

Real agricultural value added contracted marginally by 0.3% during 2009, 

dragged down by a 0.7% decline in crop farming. Growth from livestock farming 

was flat compared to the previous year. Livestock framing and crop farming 

contribute 62% and 48% to the agriculture sector in 2009, respectively. 

Communal farmers faced difficult weather conditions during 2009 with heavy rain 

and flooding for a second consecutive year in some parts. Floods caused 

extensive damage in the northeast and central regions. However, improved 

harvest in the commercial farming areas offset it partly.  

Chart 24: Agriculture - Real value added growth (%)  Chart 25:  Livestock & crop farming % contribution to current GDP 

 
 

Source: CBS, IHN Source:  CBS, IHN 

The total number of cattle marketed (live, exported, butchered) during 2009 

declined by 2.6% to 273 000 heads. The total number of small stock marketed 

during the same period increased by 10.4% to 1 259 000 heads. Total cattle 

exports increased by 2% from N$1.25bn in 2008 to N$1.27bn in 2009. Exports to 

the EU (35% of total exports), rose slightly by 3% from N$434m to N$447m. 

Exports to SA declined by 16.9% from N$163m to N$135m. 

 

Chart 26: Number cattle marketed (000)  Chart 27:  Number of small stock marketed (000) 

  

Source:  Meatboard Source: Meatboard (excluding pigs) 
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The total number of cattle marketed during 2010 increased by 28% to 349 000 

heads, whilst small stock marketed were flat compared to the previous year. The 

strong Namibian Dollar that persisted during 2010 affected meat exports to the 

EU market negatively. As a result, Meatco producer prices declined and exports 

to SA rose 38.9%. Exports to the EU declined by 5.9% to N$4.21bn during 2010. 

Total cattle exports rose by 20.9% in 2010.  

 

Chart 28:  Beef and sheep prices (N$/kg)  

 

Source:  Meatco, Farmers Meat  Market (FMM) 

 

White maize and mahangu are the staple food crops in Namibia and in a normal 

production year, between 45 000 and 53 000 tons of white maize are produced 

locally.  

 

Chart 29: White maize and Mahangu production (tons)  Chart 30:  White maize (tons) 

  

Source: Agronomic Board Annual Report Source: Agronomic Board Annual Report 

The total Namibian white maize harvest for the 2009/10 financial year (1 April 09 

ï 31 March 10) was 49 566 tons, slightly down from 51 832 tons the previous 

financial year. An additional 83 903 tons were imported, which brings the local 

consumption for this period to 133 469 tons.   
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Outlook  

Agricultural growth in 2010 is expected to be higher than 2009 due to the 

increased number of cattle marketed, while maize production is expected to have 

been similar to 2009. Cattle marketed should increase in 2011 because of 

significant increases in weaner exports to SA after a shortage of weaners in SA. 

Abnormal rainfall conditions encountered during 2011 are expected to boost crop 

production and especially benefit white maize production. The Namibia Early 

Warning Food Information Unit estimates maize production to be around 57 600 

tons for the FY10/11 season. Overall we expect the agriculture sector to expand 

by 3.3% and 3.5% in 2010 and 2011, respectively. 

 

The Fishing Sector  

Current performance  

Fishing and fish processing on board declined by 14.1% in 2009, while fish 

processing on shore performed strongly, expanding by 12.6% during 2009. 

Combined, the overall fishing sector (in real terms) declined by 3.9% in 2009. The 

contribution to GDP has declined consistently from 7.1% in 2003 to 5% in 2009. 

Chart 31:  Fishing - Real value added growth (%) Chart 32: Contribution to GDP (%) 

 
 

Source:  CBS, IHN Source:  CBS, IHN 

The Total Allowable Catch (TAC) for the 2010 (Chart 33) fishing season for 

pilchard and horse mackerel was increased to 25 000 tons and 247 000 tons, 

respectively. The horse mackerel TAC was further increased to 310 000 tons for 

2011, with the deep-sea red crab TAC set at 2 850 tons for 2011. No TAC was 

set for Orange Roughy which is under a three-year moratorium implemented at 

the beginning of 2009.  

 The hake quota was set at 140 000 tons for the 2010/11 season, stretching from 

1 May 2010 to 30 April 2011. The TAC for rock lobster was set at 275 tons for the 

2010/2011 fishing season, from 1 November 2010 to 30 April 2011.  

Chart 34 shows the consistent decline in fish landings since 2003, contributing to 

the dismal performance of fishing and fish processing on board over the last 9 

years. This sector declined by an annualised rate of 6.8%, whilst fish processing 

on shore recorded a positive annualised growth rate of 1.2% over the last 9 

years. 
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Chart 33:  Total allowable catch (000 tons) Chart 34: Total landings (000 tons) and growth (%) 

  

Source:  Ministry of Fisheries and Marine Resources Source:  Ministry of Fisheries and Marine Resources 

 

Outlook  

The global crisis and the strengthening of the Namibian Dollar had seriously 

affected the revenue from fishing companies. The improvement in catch rates, 

lower fuel cost helped to partly offset the impact of the stronger Namibian Dollar. 

Fishing profits are highly geared to fuel prices and exchange rates. 90% of 

Namibian landings are geared for international markets with the US Dollar, Euro 

and Yen as the key currencies. The on-going debt crises in Spain, aggravated by 

the strong Namibian Dollar, have significantly impacted Namibian fish export 

earnings. On average, Namibia exports about 70% of its fish products to Europe 

with Spain contributing a significant portion. The Euro zone crisis has seen 30% 

of the prices on fish products shaded off, thereby forcing Namibia to seek 

alternative markets. Fishing revenue should benefit from a weaker Namibian 

Dollar and strong economic recovery, whilst higher diesel prices are expected to 

put pressure on operating margins. 

Data suggests that total fish landings increased slightly during 2010. Although fish 

landings have gradually declined since 2003, we expect fish landings to increase 

marginally during 2011 as a result of higher TACôs, better expected fishing 

conditions and catch rates. Total real value added growth for the fishing sector 

(on board and on shore) is expected to recover and grow slightly by 2.0% in 2010 

and 4.4% in 2011. 
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The Mining Se ctor  

Current performance  

The mining sector, predominantly export orientated, was severely affected by the 

global financial crisis. The mining and quarrying sectorôs value added in real 

terms declined by 45% during 2009 after a significant 49% decline in the diamond 

sector. The mining sector was hit by with the closure of Weatherlyôs copper mines 

towards the end of 2008 which contributed to the drop in the other mining sector 

output. Zinc concentrate production at Rosh Pinah also declined during 2009. 

 

Chart 35:  Mining: Real value added growth (%) Chart 36: Mining: Contribution to current GDP (%) 

  

Source:  CBS, IHN Source:  CBS, IHN 

 

Outlook   

Demand for mining products is to a large degree a function of global growth, with 

Asian countries of particular importance given their rapid growth in recent times. 

The economic slowdown impacted negatively on the demand for commodities 

and therefore the local mining sector.  

Overall the Namibian mining sector is expected to have recovered strongly during 

2010 growing by 11.4% on higher diamond output and the re-start of copper 

mines. However, growth in the diamond mining sector was partly offset by lower 

uranium output from Rössing in 2010. Total real value added growth of the mining 

sector is expected to contract slightly during 2011 due to lower uranium output 

from Rössing and some of Namdebôs mines useful lifes coming to an end.   
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Diamond mining  

The Namibian government and De Beers are 50% shareholders in Namdeb, with 

Namdeb holding a 30% stake in De Beers Marine Namibia (DBMN). Namdeb 

reported a loss of N$555m before tax and only produced 929 000 carats during 

2009, compared to 2.1m carats in 2008. The fall in sales, a result of the global 

economic crisis, led to a 56% cut in production.  

Chart 37:  Diamond mining: Real value added growth (%) Chart 38: Contribution to GDP (%) 

  

Source:  CBS, IHN Source:  CBS, IHN 

As a result, growth in diamond value added declined by 49.7% during 2009, 

which resulted in the diamond sectorôs contribution to GDP falling from 7.4% to 

3.6% in 2009. The diamond mining sectorôs contribution to total mining has 

consistently declined from 87.9% in 2003 to 36.3% in 2010, due to a decline in 

diamond mining and the increased contribution from Other Mining industries. 

Chart 39:  Diamond Production (000 carats) Chart 40: Diamond mining: Contribution to total mining sector (%) 

  

Source:  Chamber of Mines, IHN Source:  CBS, IHN 

Outlook  

The Namibian diamond sales are very sensitive to exchange rates and the 

anticipation of a weaker Namibian Dollar bodes well for sales. Strong diamond 

prices should continue to strengthen in 2011, during the global economic 

recovery. Strong demand growth continues from China and India, where the 

urbanisation trend delivers millions of new middle-class consumers in emerging 

markets every year. Despite a significant increase of 58% during 2010, diamond 

output is expected to decline during 2011 as some mines come to the end of their 

useful-life-span. Real diamond value added growth is expected to have increased 

strongly by 58.4% in 2010, before declining again by 13.4% in 2011. 
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Other m ining  sector   

This subcategory of the mining sector includes zinc concentrate, copper, uranium 

and gold output. Despite positive growth in uranium output, the other mining 

sector declined by 22% during 2009 as a result of a slack in gold and zinc 

production which was also affected by the global crisis.  Chart 41 shows that the 

other mining sector, grew rapidly from 12.1% of total mining (79% diamond 

mining) to 63.7% in 2009. Uranium mining has overtaken diamond mining as the 

most important mining activity in the Namibian economy and should continue to 

grow its share in the mining sector with several uranium projects expected to 

come on line in the future. 

Chart 41:  Other mining: Contribution to total mining sector (%)  

 

Source:  IHN, CBS  

Chart 42 shows the projected uranium production over the next three years, 

assuming all the projects realise and become operational mines. Uranium 

production is expected to increase exponentially over the next four years with 

total uranium production projected to increase to an estimated 20 000 tons in 

2014/15. The uranium spot price enjoyed an incredible rally from 2003 to 2007 

exploding from about US$10 to more than US$130 before the global financial 

meltdown sent it crashing down to a low of US$45 in October of 2008. 

Chart 42: Projected uranium production (tons) Chart 43: Uranium price per pound in US$ and N$  

  

Source: IHN,  Project estimates Source: I-Net Bridge 
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Uranium  mines   

Rössing Uranium 

Rössing is a long-term supplier with production targets set according to the needs 

of its long contracts and the capacity of the mine and is not so much dependent 

on spot prices. Rössing continued to be impacted by lower average feed grade 

during 2010, with output declining by 13% from 4 150 tons of uranium oxide in 

2009 to 3 628 tons in 2010. Production is expected to decline further during 2011 

and 2012, with a target of 3 200 tons in 2012, down 11.8% on 2010, due primarily 

to the increase of waste stripping being undertaken in the open pit. With the 

current expansion project of the open pit, production output should increase from 

the current levels to a capacity of 4 500 tons for 2015. 

 

Chart 44: Rössing projected production (tons) Chart 45: Langer Heinrich projected production (tons) 

  

Source: IHN,  Chamber of Mines Source: I-Net Bridge 

Langer Heinrich Uranium Mine (LHM) 

Stage 2 of the LHM expansion project was completed in 2009 which increased 

production by 28% from 1 304 tons in 2009 to 1 673 tons in 2010. Construction of 

Stage 3 is essentially 85% completed and is expected to be fully completed in the 

first quarter of 2011. Given a realisation rate of only 75% of Stage 3 production 

levels in 2011, we expect LHM to increase its production by 11% to 1 860 tons in 

2011. When completed and fully operational, it will expand production to 2 359 

tons in 2012, rising gradually to 2 900 tons in 2015. 

A feasibility study into a Stage 4 development at Langer Heinrich Mine had been 

initiated, for the expansion to 4 536 tons U3O8 per annum. The study is 

investigating a new plant to be located adjacent to the existing plant with the 

feasibility study scheduled for completion at the end of 2011. 
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Uranium Projects  

 

Project status of other uranium projects is shown in the table below. 

Table 4:  Uranium project status  

Project/mine Project Status 
Estimated 

Production Target Starting Date 

Valencia project Construction 3.0Mlb 2012 

Etango Definitive Feasibility 5-7Mlb 2014 

Trekopje Construction 7.0Mlb 2013 

Husab Definite feasibility 14.9 Mlb 2013 

Omahola Pre- Feasibility 2.2Mlb 2014 

Marenica Pre- Feasibility 3-4Mlb N/A 

Source: Companies, IHN  

 

Valencia 

The Valencia project (100% owned by Forsys Metals Corp) has an expected 

annual production of 1 318 tons. The company received its mining license in 

August 2008. With an expanding reserve base, production is expected to 

commence in 2012 with a 17 year life-of-mine. 

 

Etango Project 

Developed by Bannerman Resources, the Etango Projectôs pre-feasibility study 

was completed towards the end of 2009, with the company currently in the 

definitive feasibility study stage. The Etango Project is expected to produce 

between 2 268 ï 3 175 tons of uranium oxide per annum over 20 years. Subject 

to the outcome of the feasibility study production is expected to commence in 

2014.  

 

Husab 

Extract Resources, through dual-listed Kalahari Minerals, will complete a 

definitive feasibility study for its Husab project during the first quarter of 2011. 

The mining licence application was lodged with the Ministry of Mines and Energy 

in December 2010. The company's focus was to progress the Husab project, 

Zones 1 and 2, towards development and into production. The Husab project is 

rapidly moving towards production status, with production expected in 2014.  

Current resources are expected to support production of an average 6 713 tons 

per annum over 20 years or more. The Husab project has the potential to become 

one of the worldôs largest uranium mines. 

 

Trekopje project 

Trekopje, developed by Areva Resources, is currently under construction.  Water 

is reaching the plant from the desalination plant. There was a delay in the start of 

production. The mine will now go into production in the first quarter of 2013, a 

year later than was initially expected. Full production is estimated to be 3 000 

tons uranium oxide per annum. 
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Omahola project 

The project is developed by Deep Yellow and is currently in the pre-feasibility 

study phase. The project is estimated to produce 1 000 tons of U3O8 per annum, 

starting in 2014, with the resources providing an expected life-of-mine of 12 

years.  

 

Marenica project  

The Marenica uranium project is developed by Marenica Energy Limited.  The 

project is currently in the feasibility phase and is expected to deliver 1 346 tons of 

uranium per annum.   

 

Outlook  

The uranium spot price enjoyed an incredible rally from 2003 to 2007. Price 

movement stalled in 2009, averaging about US$46 per pound and spot currently 

around US$60. Commodity markets are expected to continue accelerating during 

2011 and the uranium sector is no exception. The uranium price is projected to 

end around US$100 by the end of 2012 as demand outstrips supply with more 

nuclear reactors to be built and supply problems persist. In the long-term new 

supply must fill the gap, which will require a uranium price above US$80 a pound 

to give producers and explorers the motivation to get new projects on stream. 

Below US$75, the capital markets will not be too willing to fund projects. 

We remain positive about the uranium sector in the medium term. Although 

production is expected to decline during 2010/11 mainly as a result of the 

expected production decline from Rössing we should see uranium production 

accelerate towards 2015. Real value added growth in the other mining sector is 

projected to have decline by 1.5% in 2010 and we forecast no growth for 2011 as 

a result of lower uranium production from Rössing. 
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Refined zinc and zinc concentrate   

Skorpion zinc 

Vedanta Resources Plc, through its subsidiary Sterlite Industries (India) Limited, 

has acquired the Skorpion Zinc mine from Anglo American plc for a consideration 

of US$707m. Vedanta Resources plc, a diversified FTSE 100 metals and mining 

company, is Indiaôs largest non-ferrous metals and mining company. Vedanta 

Resources officially took ownership of Skorpion Zinc on 22 November 2010.  

Chart 46: Refined zinc & zinc concentrate production (000 tons) Chart 47: Zinc price per ton in US$ and N$ 

 
 

Source:  Chamber of Mines, IHN Source: I-Net Bridge 

Skorpion Zinc produced 150 400 tons of refined zinc during 2009, 1.5% below 

target. Production was hampered by power shortages and mechanical 

breakdowns. We expect production to have declined during 2010 compared to 

2009. The decline could be attributed to operational issues, which slowed 

production activities. Production in 2011 is expected to be in line with 2010. 

 

Rosh Pinah 

Total zinc concentrate output at Rosh Pinah was 94 000 tons in 2009, almost 

unchanged from 2008. A similar zinc output scenario is expected for 2010 and 

2011.   

 

Outlo ok  

Like all commodities, the zinc price is expected to benefit from economic 

recovery. With the zinc price expected to end 2011 at US$2 535/ton and zinc 

production expected to be flat in 2011, we forecast no contribution to growth from 

this sub-category. 
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Copper  

Weatherly International (WTI) assumed management of Ongopolo Mining & 

Processing Ltd in April 2006. Due to the global recession and resulting low 

copper prices WTI placed all its Namibian operations on care-and-maintenance 

during 2008. Following the strong rally in commodity prices during 2010, mining 

activities was resumed and both the Otjihase and Matchless mines are back in 

production from early 2011. WTI expects an annual average production of 7 100 

tons of copper contained in concentrates over the next five year period with 

production peaking at just over 9 000 tons in 2013/14. The company has 

resources containing 624 000 tons of copper.  

The Canadian-based Dundee Precious Metals, bought Namibia Custom Smelters 

(NCS) from WTI in March 2010 for about N$400m to rescue the smelter, which 

nearly had to close down due to financial constraints experienced by WTI during 

the economic downturn when copper prices dropped by more than 60%.  

Chart 48: Projected copper production (tons) Chart 49: Copper price per ton in US$ and N$ 

  

Source: WTI Source: I-Net Bridge 

NCS plan to spend N$64m in 2011 to modernise the smelter.  Currently, half of 

the smelterôs business comes from Dundeeôs Chelopech mine in Bulgaria. 

Dundee also invested in the construction of an oxygen plant at Tsumeb to 

increase production. The oxygen plant is expected to double the capacity of the 

smelter from 120 000 tons to approximately 240 000 tons of concentrate per 

annum. 

WTI is currently undertaking a detailed feasibility study for the development of a 

new open pit mine at Tschudi. The study is expected to be completed by mid-

2011. Detailed plans for this project will be announced as the feasibility study 

progresses. 
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Outlo ok  

The outlook on commodity prices in general remains favourable with quantitative 

easing and a sustainable recovery in the global economy led by emerging 

markets supporting demand for materials.   

Copper prices reached fresh record highs during February 2011 - fuelled by 

optimism that global economic recovery will spur demand against backdrop of 

tight supply, particularly from top producer Chile. A massive cyclone hitting 

Northern Australia resulted in closure of some mines, contributing to the higher 

prices. Robust demand from China and emerging markets combined with 

shrinking production will drive up copper prices. China accounts for nearly 40% of 

global copper production. 

On balance, we believe high copper prices and increased production by the two 

re-opened mines will contribute significantly to the real value added growth in the 

other mining sector.  
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The Manufacturing Sector  

Current performance  

The manufacturing sectorôs (consisting of meat processing, fish processing on 

shore, food products and beverages and other manufacturing) real value added 

increased by 6.5% during 2009, driven by fish processing (12.6%) and food and 

beverages (7.5%). 

Chart 50:  Manufacturing: Real value added growth (%) Chart 51: Manufacturing: Real growth by sub-sector 2008/9 (%) 

  

Source:  CBS, IHN Source: CBS 

All sub-categories support growth in this category during 2009. Meat processing 

(2.2% of the manufacturing sector) growing by 3.9% in 2009 following a 

contraction of 8.3% in 2008 with fish processing on shore recovering strongly in 

2009 to record a 12.6% growth compared to the 3.6% decline the previous year. 

Chart 52:  Manufacturing: Contribution to GDP (%) Chart 53: Contribution of sub-categories to total manufacturing (%) 

  

Source:  CBS, IHN Source:  CBS, IHN 

 

Other manufacturing (47.3% of total manufacturing) also recovered in 2009, 

growing by 4.6% following a decline of 2.1% the previous year. Items included in 

the ñother manufacturingò category include refined zinc and blister copper 

manufacturing. 
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Ohorongo Cement - Cement manufacturing 

The official inauguration of the Ohorongo cement plant near Otavi was held on 3 

February 2011. The construction of the cement plant amounted to N$2.5bn or 

ú250m. The European Investment Bank (EIB) provided ú82m. Production started 

in December 2010. The raw materials for manufacturing cement - limestone, clay, 

shale and marl - are excavated on the farm with reserves expected to last up to 

300 years. 

Ohorongo cement is 60% owned by the German group, Scwenk Zement KG.  

The Industrial Development Corporation (IDC) holds 20% whilst the Development 

Bank of Namibia (DBN) holds 10%. The Development Bank of Southern Africa 

Ltd (DBSA), a state-owned lender, will acquire a 7.3% stake in Schwenk Zement 

KGôs Ohorongo Cement. The agreement with the DBSA was signed during 

February 2011.  

About 700 000 tons of cement will be produced at full capacity. About 300 000 

tons will be destined for the local market, the remainder will be exported into 

Africa, DRC, Zambia and Angola. The estimated value of exports is US$345m or 

N$2.5bn. Significant expansion projects at Namdeb, the Walvis Bay port and 

Uranium producers over the next three years will provide the initial take-up of 

Ohorongo cement. 

 

Outlook  

Namibian Breweries, the local beer producer, continued its strong performance 

during 2010, expanding beer volumes by 10% y/y. We expect fish processing on 

shore to have maintained positive growth momentum during 2010 following good 

catch rates from fishing companies such as Namsov and Oceana. Increasing 

TACôs and improvement in international prices and favourable environmental 

conditions and improved catch rates should contribute further to positive growth in 

this sector during 2011. Due to the strong Namibian Dollar during 2010, meat 

exports from Meatco was negatively affected ï as a result we expect meat 

processing to be a drag on real value added growth in the manufacturing sector.  

The main drivers in the other manufacturing sub-category in 2011 will be mineral 

processing - the expansion of the copper smelter will benefit mineral 

processing. Capacity at the copper smelter is expected to double from 20 000 

tons per month to 40 000 tons.  

On balance, despite the drag from meat processing (a small contributor to the 

manufacturing sector) we expect the manufacturing sector to have grown at a 

slightly faster pace of 7.0% in 2010 compared to 2009. Assuming cement 

manufacturing will be incorporated in the manufacturing sector in the National 

Accounts, real value added growth is expected to pick up further to 10.5% in 2011 

following the introduction of the new cement factory.    
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The Construction Sector  

Current performance   

The construction sectorôs real value added declined by 7.3% in 2009 from an 

increase of 15.1% in 2008. Reasons for the poor performance include a decline in 

civil engineering in mining and transport, storage and communication sectors. We 

believe high base effects ï following significant construction projects in the mining 

sector during the previous couple of years, also played a role in the contraction 

during 2009. The construction sector has been the fastest growing sector over the 

last 9 years. 

Chart 54:  Construction: Real value added growth (%) Chart 55: Contribution to current GDP (%) 

  

Source:  CBS, IHN Source: CBS 

 

The value of building plans approved (Chart 56) in Windhoek grew strongly by 

35% from N$1.15bn in 2009 to N$1.57bn in 2010, supported by low interest rates 

and declining inflation.  

The value of buildings completed during 2010 declined by 22% from N$819m to 

N$634m. 

Chart 56:  Building plans approved (N$m) Chart 57: Building plans completed (N$m) 

  

Source: Windhoek Municipality Source: Windhoek Municipality 
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The positive development in building plans approved was also supported by the 

growth in mortgage loans, which continued to grow steadily during 2010. Year-on-

year growth in mortgage loans stood at 11.5% y/y in November 2010. 

Chart 58:  Mortgage loans growth (%)  

 

 

Source:  BoN  

 

Outlook  

Real growth in the construction sector is mainly driven by the state of the global 

economy, the impact of local mining expansion projects and domestic capacity 

needs. Public project investment which is mainly driven by economic growth and 

budget decisions also contributes to growth in this sector.   

Currently, the world is engaged in a significant commodity expansion which will 

favour our mining sector and in turn boost the construction industry. Some major 

ongoing and upcoming construction projects include: 

- The Namibia Port Authority (Namport) who plans to spend N$2.7bn on 

upgrading the port of Walvis Bay within the next 3 to 4 years.  

- The Namibian Airports Company plans to invest an estimated N$1.2bn in 

airport infrastructure over the next 5 years.  

- Ongoing uranium expansion projects, upgrading of rail network and 

government projects. 

On balance, high base effects will again come into play in 2010, however 

construction activities in the mining sector, the construction of Ohorongo cement 

will offset this. Overall the construction sector should continue its sturdy 

performance in 2011, driven by the expansion of the Walvis Bay port, uranium 

expansion projects and upgrading of rail and road works.  
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Water & Electricity Sector  

Current performance  

The sectorôs value added in real terms increased by 6% in 2009 following an 

increase of 3.2% in 2008. The electricity sub-sector was the driver, growing by 

8.2% against a 3% contraction in the water subsector. 

Chart 59:  Water & Electricity: Real value added growth (%) Chart 60: Contribution to current GDP (%) 

  

Source: CBS, IHN Source: CBS, IHN 

The average price per unit increased by 19.2% from 43.2 cents per unit in 2008 to 

51.5 cents per unit in 2009. We expect the price per unit to have grown at an 

even faster pace in 2010, and continue that growth into 2011. 

Chart 61:  Units sold & price per unit   

 

 

Source:  BoN  

Outlook  

Nampower plans to invest N$2.33bn in power generation and expanding 

electricity transmission over the next 5 years to attract mining investment. Power 

demand grow by between 3% to 5% each year and is set to triple by 2030, largely 

due to Namibia's uranium mines. The Electricity Control Board (ECB) announced 

an 18% average tariff increase for the year ended June 2011, in response to 

Nampowerôs tariff increase of 35%, announced in 2010. Electricity sales 

increased by 19% from N$1.4bn in 2009 to N$1.7bn in 2010. Overall we expect 

electricity sales to grow at a faster pace in 2011 and the real value added in the 

sector to have grown at a slightly faster pace of 7.5% in 2010 and to continue 

expanding by 8% in 2011 and 2012. 
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Tertiary sector  

The tertiary sector is dominated by wholesale & retail trade, real estate and 

business services and government services. The sectorôs contribution to GDP 

increased from 50% in 2008 to 54.6% in 2009.  

 

Reta il and wholesale  

Current performance  

The retail and wholesale sector is the second largest sector (after manufacturing 

13.5%) in the Namibian economy, contributing 11.1% to GDP in 2009. The 

sectorôs real value added rose by 3.1% in 2009, slightly up from 2.8% the 

previous year.  

Chart 62: Retail & Wholesale: Real value added growth (%) Chart 63: Contribution to current GDP (%) 

  

Source: CBS, IHN Source: CBS 

The retail sector has been impacted by the global recession during 2008/09 ï

recording the lowest growth rates during these two years over the last ten years. 

The slowdown in retail & wholesale growth was also reflected by the slowdown in 

instalment credit (Chart 64) during 2009 while vehicle sales (Chart 65) also 

showed a 1.6% y/y decline during 2009, dragged down by passenger sales          

(-17.4% y/y). 

Chart 64:  Instalment credit growth (% y/y)  Chart 65: Vehicle Sales growth (% y/y) 

  

Source: BoN Source: Naamsa 
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Chart 66 shows the inverse correlation between real value added growth in 

wholesale & retail sales and the average prime rate since 2001. 

Chart 66:  Retail & wholesale real V.A growth vs. avg. prime rate  

 

 

Source:  IHN, CBS  

Outlook  

With interest and inflation rates at all-time lows and bottoming at the end of 2010 

we expect real retail and wholesale sales growth to revert back to its historical 

average over time. Growth in annual vehicle sales already showed acceleration 

during 2010, growing by 13.2% in 2010 compared to a 1.6% decline in 2009. 

Overall, we expect growth in this sector to support real GDP growth in 2010 and 

2011. The sector is projected to expand by 6.5% and 7.5% in 2010 and 2011. 
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Hotels and r estaurants  

Current performance  

The Hotels and Restaurants (H&R) sector acts as a proxy for the tourism sector. 

After having achieved consistent positive growth in recent years, growth in the 

H&R sector slowed during 2008/09 on the back of a strong Namibian dollar and 

the global recession. The sectorôs value added in real terms increased by 4.9% in 

2009 compared to an increase of 2.7% 2008.  

Chart 67:  Hotels and Restaurants: Real value added growth (%) Chart 68: Contribution to current GDP (%) 

  

Source: CBS, IHN Source: CBS 

Total tourist arrivals (Chart 69) in Namibia increased by 5.3% in 2009, after being 

flat in 2008. The room occupancy rate declined from 52.4% to 47.9% while the 

bed occupancy rate also declined from 42.2% in 2008 to 40.1% in 2009. 

Chart 69:  Total tourist arrivals (ô000) and growth (%) Chart 70: Room and bed occupancy rates (%) 

  

Source: Namibia Tourism Board (NTB) Source: HAN 

 

The room & bed occupancy rates declined further in 2010, with room occupancy 

rates declining to 46.9% from 47.9% in 2009. Total arrivals at Hosea Kutako 

International (HKIA) remained flat during 2010, with regional arrivals declining 

marginally from 219 000 in 2009 to 208 000 in 2010.  
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Chart 71:  Total arrivals at HKIA (ô000) Chart 72: Monthly arrivals at HKIA (õ000) 

 

 

Source: NAC Source: NAC 

 

 

Outlook  

Developments in the tourism industry in 2011 include the building of a new lodge, 

Dolomite, by NWR in the western region of the Etosha National Park, set to open 

in the first half of 2011.  Furthermore, NWR has closed Gross Barmen for a 

complete rebuild, expected to take between 18 and 24 months. With the 

investments in Kempinski and Hilton hotels, there is proof of investor confidence 

in Namibia and that Namibia is broadening its scope by attracting upmarket 

clientele.  

Although Namibia has been listed in 5
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 place on Lonely Planetôs Best in Travel 

2011, the strong Namibian Dollar is posing a challenge to the value for money 

offering. Going forward, with the expectations of a weaker Namibian Dollar and 

sustainable global recovery we expect the tourism sector to pick up its growth 

momentum. We are cautiously optimistic about the 2011 season even though tour 

operators have experienced a strong decrease in business during January 2011 

as a result of unfavourable weather conditions. However, block bookings for the 

rest of 2011 looks better compared to 2010. We project the Hotels and 

Restaurants sector to grow at a slightly faster pace in 2010 and 2011. 
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Balance of payments  

Namibia recorded a trade deficit and a current account surplus (Chart 73 and 74). 

The trade deficit reached a record low of 3.7% of GDP during Q3 in 2009 mainly 

as a result of a significant decline in exports in the mining sector following the 

global recession. A trade deficit suggested that imports grew at a faster pace than 

exports. Since then the trade deficit narrowed to 2.4% of GDP in Q3 2010. We 

are expecting the trade balance to narrow further during 2011/12 as export 

growth starts to recover.  Although the current account balance continued to be in 

a surplus during 2010, it has gradually narrowed from 4.6% of GDP in Q4 2006 to 

0.1% in Q3 2010 on the back of a widening trade balance. Generally, a current 

account deficit indicates a country spends more than it is producing, whereas the 

reverse is true for a surplus country. 

Chart 73:   Trade balance % of GDP Chart 74: Current Account balance % of GDP 

  

Source: BoN Quarterly  Source: BoN Quarterly 

SACU revenue (Chart 75) is a major inflow in the BoP, amounting to about N$8bn 

per annum. SACU revenue is keeping the current account in surplus. Without it, 

Namibia would find itself in a significant deficit. Proposed changes to the revenue-

sharing formula within SACU could mean drastically lower revenues for Namibia 

going forward. We expect the current account balance to move into a deficit in 

2011 due to lower SACU revenues. 

Chart 75:  SACU receipts (N$m) 

 

Source:  BoN Quarterly, IHN 

 

0.8% 
1.1% 

-0.2% 

0.8% 

-0.3% 

0.9% 
0.4% 

-2.0% 
-1.9% 

-1.6% 
-1.2% 

-2.6% 

-3.6% 
-3.7% 

-2.8% 
-2.4% 

-5%

-4%

-3%

-2%

-1%

0%

1%

2%

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3

2006 2007 2008 2009 2010

3.2% 

4.1% 

2.0% 

4.6% 

2.8% 

3.9% 

1.6% 

0.9% 

-0.6% 

1.2% 1.3% 

0.4% 

-0.1% 

0.8% 
0.4% 

0.1% 

-2%

-1%

0%

1%

2%

3%

4%

5%

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3

2006 2007 2008 2009 2010

0

500

1 000

1 500

2 000

2 500

3 000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2006 2007 2008 2009 2010

Trade deficit to narrow 

further as exports starts to 

recover 

 

Current account surplus 

continued to narrow 

SACU revenue keeping 

current account in surplus 



Investment House Namibia  2 March 2011  

Investment House Namibia visit us at www.ihn.com.na    40 

The Namibian Terms of Trade (ToT) is the ratio of the prices received for our 

exports compared to prices paid for our imports. The ToT are said to improve if 

that index rises. An improvement in the ToT is good for the country in the sense 

that it has to pay less for the products it imports, that is, it has to give up fewer 

exports for the imports it receives. Since 2004, Namibiaôs terms of trade gradually 

improved in line with the weakening of the Namibian Dollar (Chart 77). However, 

we expect the ToT to deteriorate during 2010/11 on the back of a stronger 

Namibian Dollar.   

Chart 76: Savings % GNDI, savings-investment gap  Chart 77:  Terms of Trade vs. N$/US$ 

  

Source: CBS, IHN Source: CBS, IHN, I-Net Bridge 
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Budget  

Strong declines in revenue from international trade, in the form of receipts from 

the Southern African Customs Union (SACU), will be the most significant 

challenge facing the Minister of Finance over the next few years. With SACU 

revenues expected to have contributed almost 37% to total revenue in 2009/10, 

the decline of 67% over the next two years will result in a sharp increase in the 

budget deficit and government borrowing requirements. In addition to the decline 

in SACU revenues, we expect the 10.8% growth forecasted for company taxes 

during 2010/11 as optimistic, given that the majority of the increase is expected 

from Other Mining companies. 

We also believe that government will struggle to attain the flat expenditure growth 

forecasted for 2011/12, even with a 13.8% decline in capital spending, unless 

certain objectives and targets set in the Medium Term Expenditure Framework 

(MTEF) are put on hold. 

Revenue  

We expect total revenue for 2010/11 to decline by 5.2% to N$22.3bn (vs. 

N$22.5bn expected by government) from an expected N$23.6bn in 2009/10.  A 

further decline of 7.2% to N$20.7bn is forecasted for 2011/12 (vs. N$20.9bn 

forecasted by government). Total revenue, as a percentage of GDP, will decline 

to 25.6% in 2010/11 and further to 21.5% in 2011/12, its lowest level since 

independence. With the SACU revenue sharing agreement under almost constant 

threat, pressure is building to find alternative revenue streams to replace the 

SACU revenues. 

Chart 78: Total Revenue (N$bn) and as % of GDP Chart 79: SACU Revenue (N$bn) and as % of Total Revenue 

  

Source: Ministry of Finance, IHN  Source: Ministry of Finance, IHN 

Tax on income and profits will surpass SACU revenues as the biggest contributor 

to government revenue in 2010/11, contributing more than 38% compared to 

SACU revenueôs contribution of almost 27%. This trend is set to continue in 

2011/12, with tax on income and profits contributing 47.2% compared to 13.6% 

from SACU. Given the pressure on revenue streams we do not expect any tax 

relieve to be announced in the new budget. 
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Expenditure  

Total expenditure is expected to increase by 14.1% to N$28.9bn in 2010/11. 

Government is expecting no growth for 2011/12, which we feel is optimistic with 

only a 2.9% increase forecasted in Personnel expenditure (37% of total 

expenditure) for 2011/12 (compared to a historic average in excess of 10% over 

the last 14 years). This is one of the biggest treats to the expenditure side of the 

budget.  

 

Chart 80: Total Expenditure (N$bn) and as % of GDP Chart 81: Expenditure - Annual Growth 

  

Source: Ministry of Finance, IHN  Source: Ministry of Finance, IHN 

We expect total expenditure to increase by 1.3% to N$29.3bn in 2011/12 and by 

9.5% to N$32.1bn in 2012/13. The low growth in expenditure during 2011/12 is 

mainly a result of a 13.8% decline in capital expenditure, following 5 years of 

strong capital expenditure growth (average annual increase of 33%). As a result 

of the lower capital expenditure, total expenditure as a % of GDP is expected to 

decline marginally to 30.3% over the next 2 fiscal years. 
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Personnel expenditure will remain the single biggest expense item for 

government and is set to increase gradually over the next 3 fiscal years. After 

declining from almost 48% of total expenditure in 1996/97 to 34.4% in 2008/09, 

we forecast a gradual increase over the ensuing years to 38.5% in 2011/12. 

Education will continue to receive the bulk of the budget, albeit marginally down, 

receiving 22% in 2011/12. Finance and Defence ministries are allocated 10.7% 

and 15.2%, respectively.  

Chart 82: Expenditure Beneficiaries ð 2011/12 Chart 83: Expenditure - % of Expenditure Allocation 

 
 

Source: Ministry of Finance, IHN  Source: Ministry of Finance, IHN 
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increased allocation to the Ministry of Finance from 14% in 2012/11 to 18% in 

2012/13.  
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Chart 84: Budget (Deficit) / Surplus (N$bn) and as % of GDP Chart 85: Government Debt (N$bn) and as % of GDP 

  

Source: Ministry of Finance, IHN  Source: Ministry of Finance, IHN 

 

The outflow of the increased deficits is higher government borrowing 

requirements that will see total government debt increase to over 30% of GDP in 

2012/13, double the level forecasted for 2009/10. We are forecasting total 

government debt to swell to N$32.7bn in 2012/13, from N$12bn in 2009/10.  

With the higher debt levels, finance costs are expected to almost double over the 

next 2 years. With total finance costs of N$1.3bn expected for 2009/10, we 

forecast this figure to double to N$2.7bn in the 2012/13 fiscal year. Finance cost 

will absorb 8.4% of the total budgeted expenditure in 2012/13, up significantly 

from the 5.1% in 2009/10. 

 

Chart 86: Total Finance Cost (N$bn) and as % of Expenditure Chart 87: Finance Cost ð Average interest rate paid 

 
 

Source: Ministry of Finance, IHN  Source: Ministry of Finance, IHN 
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Namibian Dollar  outlook  

The very low interest rates in developed countries, and ensuing capital inflows to 

emerging countries such as South Africa due to the carry trade, helped the local 

currency gain strength. Generally, the appreciation of developing countriesô 

currencies is a reflection of strong productivity growth and good growth prospects. 

However, for SA strong capital inflows, rising commodity prices and relatively high 

inflation were the major drivers for a stronger Rand. The Namibian Dollar has 

gradually strengthened by 43% from its weakest point of N$11.50/US$ in October 

2008 to N$6.50/US$ in early January 2010. Since then the Namibian Dollar has 

pulled back to above N$7.00/US$ level.   

Table 5:  Currency spot rates on 22 Feb 2011  

Currencies Mth-3 
3 m 

Ch(%) 

31 
Dec 
2010 

YTD 
Ch(%) 1 year 

1 y   
Ch(%) 

2 
years  

2 y       
Ch(%) 

5 
years  

5 y       
Ch 
(%) 

N$/US$ 6.971 2.29  6.619 7.74  7.653 -6.83  10.060 -29.06  6.003 18.78  

N$/GBP 11.17 3.72  10.31 12.40  11.82 -1.98  14.51 -20.16  10.47 10.60  

N$/EUR 9.586 1.94  8.84 10.51  10.40 -6.04  12.92 -24.40  7.17 36.23  

Source: I-Net Bridge 

Generally, emerging markets are burdened by large current account deficits, and 

have a heavy reliance on foreign portfolio flows (bond and equity inflows) to 

finance it. Financial flows are critical for the Namibian Dollar and can depreciate 

very quickly when foreign investors change their risk appetite. We expect the 

Namibian Dollar to depreciate slightly in the medium term, in line with consensus 

estimates, on the back of widening current account and as appetite for SA bonds 

abide during the rising interest cycle. 

Chart 88:  N$/US$  

 

 

Source:  I-Net Bridge  

While we expect the currency to depreciate slightly in the medium term, a number 
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Inflation and Interest rate outlook  

Inflation  

In 2008 Namibian inflation reached a high of just below 12% y/y and has since 

dropped to just above 3% y/y in December 2010. The inflation rate is expected to 

increase marginally during 2011, coming off the low base in 2010, to reach an 

average of 4.6% in 2011 (4.5% in 2010) with a year-end rate of 6.12% y/y. We 

believe that food inflation, combined with transport inflation will remain robust and 

continue to drive m/m increases during 2011.  

 

Chart 89:  Namibian CPI & South African CPI (% y/y) 

 

Source:  CBS, IHN 

 

Food and non -alcoholic beverages  

Food inflation (29.6% of the NCPI basket) recorded a 0.65% m/m increase during 

January 2011, rising slightly following recent m/m decreases in 2010. We expect 

slightly higher increases m/m in 2011 leading onto a 6.2% y/y increase in 

December 2011 compared to 2.2% y/y in December 2010, on a low base in 2010.   

In January 2011 a strong m/m increase was recorded in the subcategory Meat. 

This tendency is expected to continue in 2011 with higher beef prices (the main 

component of Meat) as a result of shortages of animals for slaughter at abattoirs. 

With beef and whole milk both having almost equally significant weights in the 

index, it is noteworthy that dairies recently reported decreases in milk production 

as a result of continuous wet conditions which makes it difficult to control 

illnesses. This could further drive food inflation in 2011. 

Transport  

Transport inflation (14.8% of the NCPI basket) accelerated by 2.5% m/m in 

January 2011, significantly higher than the increase of 1.3% m/m in January 

2010. The annual rate decreased from 9.4% in January 2010 to 2.9% in January 

2011. However, we expect transport inflation to accelerate during 2011 to end the 

year on 7% y/y.   
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