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Performance of the Economy - Year 2018

GDP growth in Mauritius is maintained at 3.8% for the third consecutive year since 2016, reinforced by the favourable performance of the construction sector and resilience of the services sector. On the demand side, consumption and investment were particularly dynamic in 2018 and were the main drivers of this growth. However, the trade balance has deteriorated and weighed negatively on GDP growth. Macroeconomic stability was ensured with a sustained economic growth and a contained inflation rate.
The Mauritian growth continues

In 2018, real GDP growth once again hovered around 4.0%, as it has done during the past recent years (chart 1). The Mauritian economy continued its stable expansion in 2018 as Gross Domestic Product (GDP) at market prices grew by 3.8%, same as in 2017. Analysis of year on year quarterly GDP growth rates indicate that growths were noted during all four quarters of 2018. After recording growths of 4.1% and 3.6% in the first and second quarters of 2018, GDP grew further by 3.3% and 4.1% in the third and fourth quarters of 2018.
In nominal terms, GDP increased by 5.5% to around R 482.6 billion from R 457.2 billion in 2017. Per capita GDP, defined as the ratio of GDP at current market prices to population, also increased by 5.5% in nominal terms to attain about R 381,300 (USD 11,200) in 2018 from R 361,500 (USD 10,400) in 2017.
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Chart 1 - Annual real growth rate of GDP and Per Capita GDP, 2012 - 2018


A more pronounced decline for sugarcane and textile    

Gross Value Added (GVA) at current basic prices, which comprises the sum of value added of all industry groups, reached about R 423.6 billion in 2018 compared to R 403.0 billion in 2017, representing a nominal increase of 5.1%. In 2018, the primary, secondary and tertiary sectors accounted for respectively about 3.4%, 19.8% and 76.8% of total GVA. The corresponding figures for 2006 were 5.9%, 24.7% and 69.4%. This reflects the continued weakening of the primary sector which consists mainly of agricultural activities and shows that Mauritius is continuously moving towards a more services-oriented economy (chart 2).
In real terms, GVA at basic prices grew by 3.6%, same as in 2017. With the exception of agriculture, forestry and fishing (-1.3%; Chart 3), all sectors of the economy registered positive growths in 2018 ranging from 0.4% to 9.5%. In fact, sugar production was lower than last year (around 323,000 tonnes in 2018 compared to 355,000 tonnes in 2017), which translates into a decline of 9.1% in the sugarcane sector. Some 48,000 hectares, under sugarcane cultivation, were harvested in 2018, down by 4.0% compared to 2017. The fall observed in sugarcane was, however, partially offset by the growth of non-sugar agricultural activities which include the growing of food crops, livestock breeding and fishing. The main sectors of growth were livestock (+ 9.5%) and fishing (+ 35.0%).
The manufacturing sector, a key sector of the Mauritian economy, was marked particularly by the decline of the sugar industry (-19.0% after +2.4% in 2017) and textile sector (-6.8% after -0.7% in 2017) affected by the closure of a number of enterprises. But these declines were partly compensated by growth in the food sector (+ 3.4%), mostly due to an increase in fish production (around 29,300 tonnes in 2018 compared to 22,700 tonnes in 2017).
[image: image2.emf]0

50

100

150

200

250

300

350

400

450

2012 2013 2014 2015 2016 2017 2018

Primary sector Secondary sector Tertiary sector

R million

Chart 2 - GVA at current basic prices by sector, 2012 - 2018

Year


A boom in the construction sector   

The sector that has been the most buoyant in 2018 is the construction sector. After a recovery in 2017, the value added of this sector accelerated in 2018 (+9.5%). There had been the launch of the mega public infrastructural project: the construction of the Metro Express. More building permits have also been issued. The construction sector contributed significantly to GVA growth in 2018 (0.4 percentage point). 

Other sectors which have achieved a growth of more than 5.0% during the year 2018 are ‘Administrative and support service activities, ‘Information and communication’, ‘Financial and insurance activities’ and ‘Professional, scientific and technical activities’. ‘Wholesale & retail trade; repair of motor vehicles and motorcycles’ remained resilient, with distributive trade growing by 3.5%. ‘Accommodation and food service activities’, a major component of the tourism sector, slowed down (+4.1% against +4.6% in 2017), following a moderate expansion of tourist arrivals in 2018. Tourist arrivals from our main markets such as UK, France, Germany and South Africa witnessed increases in 2018 but were partly offset by decreases in tourist arrivals from India, Reunion Island and People’s Republic of China. 

‘Financial and insurance activities’ remained the largest contributor to GVA growth (0.6 percentage point). ‘Construction’ and ‘Wholesale & retail trade; repair of motor vehicles and motorcycles’ each contributed 0.4 percentage point to growth, followed by ‘accommodation and food service activities’ (0.3 percentage point).
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A vigorous domestic demand contributing significantly to growth 

Consumption, the major component of expenditure on GDP, remained strong and continued to support growth in 2018. It grew in real terms by 3.5% in 2018, higher than the 2.9% growth in 2017, mostly due to a higher growth in the final consumption expenditure of general government. Household consumption increased more or less at the same pace as in 2017 (+3.3% after +3.2% in 2017), despite the minimum wage being in force since January 2018. In contrast, general government consumption progressed much faster (+4.2% in 2018 after +1.6% in 2017). 
The high growth in consumption has a direct bearing on the level of domestic saving, an important indicator of the health of the economy. Gross Domestic Saving (GDS), which is the difference between GDP at market prices and aggregate consumption expenditure, amounted to around R 43.9 billion compared to R 45.7 billion in 2017. The saving rate calculated as the ratio of GDS to GDP at market prices thus declined to 9.1% from 10.0% in 2017. This confirms the declining trend noted in the saving rate, since 2007 when it was 21.1%.
Investment, as measured by the Gross Fixed Capital Formation (GFCF), accelerated significantly in 2018 (+11.4% after +4.7% in 2017) due to the launch of numerous private and public projects, in particular the mega project Metro Express. Public investment grew by 14.7% in 2018, reversing the negative trend (-2.9%) recorded in 2017. Investment also rose sharply in the private sector (+10.4%), mainly due to an increase in machinery and equipment (+35.9%). The main industrial sectors which have registered substantial growths in investment are: ‘Construction’, ‘Arts, entertainment and recreation’ and ‘Transportation and storage’.
The investment rate, defined as the share of GFCF in GDP, increased from 17.4% in 2017 to 18.7% in 2018. The rate of private and public investment rose to 14.1% and 4.6%, compared to 13.3% and 4.1% in 2017.
The trade deficit widened further
While consumption and investment were the main engine of GDP growth in 2018, net exports of goods and services remained weak and contributed negatively to growth (chart 4). The latter resulted in a deficit of around R 65.3 billion in 2018 compared to R 58.0 billion in 2017. This deficit represents 13.5% of GDP at market prices, higher than the figure of 12.7% in 2017.
The trade deficit worsened in 2018, mainly due to the declining value of merchandise exports combined with the increasing value of merchandise imports triggered by high commodity prices and imports for infrastructure program. Exports of goods decreased by 0.1% in nominal terms to about R 80.6 billion in 2018 from R 80.7 billion in 2017. Imports of goods amounted to around R 183.1 billion in 2018 compared to R 171.8 billion in 2017, representing a nominal increase of 6.6%. However, net exports of services continued to rise in nominal terms, thus curbing to some extent the effect on the trade balance. Indeed, the strong net exports of services and dynamic net primary income from the rest of the world have both contributed to limiting the current account deficit of the balance of payments estimated at 5.8% of GDP in 2018, same as in 2017.
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The surplus in the overall balance of payments reached 3.4% of GDP in 2018 compared to 6.2% in 2017. Based on the value of imports of goods (f.o.b.) and services (inclusive of FISIM imports) for calendar year 2018, the gross international reserves of the country stood at 10 months of imports as at end December 2018. This provides the country with an adequate cushion against unfavourable external shocks.

Gross National Disposable Income (GNDI), which takes into account flows of factor income (captured by Gross National Income) and transfers with the rest of the world, reached around R 488.3 billion in 2018 from R 463.9 billion in 2017, representing a nominal increase of 5.3%. Gross National Saving (GNS), the difference between GNDI and final consumption expenditure, stood at about R 49.6 billion in 2018 compared to R 52.4 billion in 2017. Consequently, the ratio of GNS to GNDI decreased to 10.2% in 2018 from 11.3% in 2017. It is to be noted that the figures are exclusive of net primary income and net transfer of Global Business Companies (GBCs) with the rest of the world.
A controlled inflation rate
In 2018, the general price level in Mauritius remained moderate as reflected by the two main indicators of the general price index in the economy (chart 5). The implicit price deflator of nominal GDP (GDP deflator) which measures the price of all goods and services produced domestically by the economy, increased slightly in 2018 but stayed below the 2.0% mark. The headline inflation, as measured by the percentage change in the yearly average Consumer Price Index (CPI), accelerated to a rate of 5.0% in March 2018 as a result of higher prices of vegetables, fruits, and gasoline. It then dropped to 4.3% in June 2018, before sinking to 3.5% in September 2018. The main reason for this net decrease is the stabilisation of vegetables prices. The average headline inflation rate thus reached 3.2% in 2018, lower than the 3.7% rate in 2017.
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Chart 5 - GDP Deflator and Inflation Rate, 2012 - 2018


A declining unemployment rate
Mauritian employment decreased by 1,400 in 2018 to reach 543,700 compared to 545,100 in 2017. This fall was also accompanied with a reduction in the Mauritian labour force of 3,100, which brought down the number of unemployed by 1,700. The unemployment rate, thus, maintained its downtrend, decreasing from 7.1% in 2017 to 6.9% in 2018. Although the female unemployment rate declined from 10.7% in 2017 to 10.1% in 2018, women still represent approximately 60% of the unemployed. It is to be noted that the number of foreign workers increased by 3.5% from 28,400 in 2017 to 29,400 in 2018.
The widening gap between growth in labour productivity and compensation of employees continued to be a cause of concern. In 2018, labour productivity increased by 3.7%, while compensation of employees went up by 5.1%. Labour productivity, measured as the change in real output over labour input, grew at a higher rate of 3.7% compared to 2.4% in 2017. Compensation of employees which comprises mainly wages and salaries paid in cash and kind, went up by 5.1% to reach around R 175.7 billion in 2018, with disbursements by general government totaling R 43.8 billion accounting for nearly 25.0% of the total wage bill. Thus, unit labour cost which measures the remuneration of labour per unit of output, increased by 1.4% in rupee terms and 3.3% in US dollar terms. This rising unit labour cost has an adverse impact on competitiveness.
An improvement in fiscal balance but increase in public sector debt
Fiscal performance for the FY 2017/18 was marked by an improvement in the budget deficit. It improved from 3.5% of GDP in FY 2016/17 to 3.2% of GDP in FY 2017/18. The budget deficit has been estimated to remain at 3.2% of GDP in FY 2018/19 due to fiscal consolidation. The primary budget deficit, which is calculated by removing interest payments from the budget deficit, also improved in FY 2017/18. It stood at 0.8% of GDP compared to 1.1% in FY 2016/17. The budget deficit was mainly financed by domestic sources in FY 2017/18, that is, for the third consecutive fiscal year. Public sector debt increased by 1.4 percentage point from 63.5% of GDP as at end December 2017 to 64.9% of GDP as at end December 2018. It indicates clearly that further fiscal consolidation will be required for the country to be able to meet the public debt target of 60% of GDP.
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