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Letter of Transmittal

The Governor Bank of Mauritius
Port Louis

30 October 2024
Dr the Honourable Renganaden Padayachy
Minister of Finance, Economic Planning and Development
Government House
Port Louis

Dear Minister of Finance, Economic Planning and Development
Annual Report and Audited Accounts 2023-24
In accordance with the provision of Section 32(3) of the Bank of Mauritius Act 2004, | transmit herewith the

fifty-seventh Annual Report of the Bank, which also contains the audited Consolidated and Separate Financial
Statements of the Bank for the year ended 30 June 2024.

Yours sincerely

Harvesh Seegolam, G.C.S.K.



HARVESH SEEGOLAM, G.C.S.K.

Governor, Bank of IV




Statement from the Governor

It is again a privilege for me to address you on the presentation of the Bank of Mauritius fifty-seventh
annual report.

When | took over the helm of the central bank in March 2020, little did | know that my journey would
start with the most challenging period in the history of central banks with the onset of the pandemic.
It has redefined the contours of banking and created a window of opportunity as an offshoot by
accelerating the transition to a digitalised and greener financial system. We successfully navigated
through this period.

We can today confidently say that the impacts of the pandemic are behind us. We all pulled up
our efforts in a concerted manner and economic activity is back on track. The output gap, which
measures the difference between actual and potential output, turned positive in 2022Q3 and has
remained so since then. The prospects are encouraging both for the central bank and the economy.
However, suffice it to say that we should not rest on our laurels. It is imperative for the Bank to pursue
the necessary reforms to consolidate its position as a leading central bank and continue to remain
avant-gardist.

The Bank continues to remain steadfast in the delivery of its mandates. We are here to serve the
people of Mauritius by maintaining price stability while also ensuring a fully functional financial

system that considers the interest of consumers and the broader economy.

Successfully bringing domestic inflation to the mid-point target

Last year, in my statement for the annual report, | had
shared my plan for bringing down the inflation within
the target range. | take pride in reporting to you that
within the first 6 months of 2024, we were well within
our target range of 2-5 per cent. In the latest World
Economic Outlook published by the International
Monetary Fund in October 2024, the IMF has forecast
headline inflation for Mauritius at 3.5 per cent, which is
the mid-point of our target inflation, for the year 2024,
2025 and 2026. Achieving the mid-point of our target
so quickly is testimony to the importance that the Bank
attaches to its price stability mandate. This further
demonstrates the effectiveness of the new Monetary
Policy Framework that | introduced in January 2023.

Going forward, the Bank will ensure that the
transmission mechanism of our monetary policy

Sustaining economic growth

The domestic economy remains resilient in the face
of ongoing global challenges. Real Gross Domestic
Product (GDP) grew by 7 per cent in 2023, reflecting
buoyant activity in the tourism, construction, transport
and financial services sectors. The tourism sector

channels continues to deliver as per expectations in
line with our price stability objective.

Domestic inflation has remained clearly entrenched
on a downward trajectory in FY2023-24, helped
by different factors, including the lasting effects of
past monetary policy tightening, decline in global
commodity prices and the potency of the new
monetary policy framework to absorb excess liquidity
from the banking system. Headline and CORE1
inflation have declined from 10.5 per cent and 8.7
per cent in June 2023 to 4.5 per cent and 2.5 per
cent in June 2024, respectively. The Bank forecasts
inflation to close the year 2024 at around 4.0 per
cent, remaining within the target range of 2 to 5
per cent.

has steadily regained its momentum. Tourist arrivals
reached 99 per cent of 2019 levels by end-June 2024
and tourism earnings have largely surpassed their pre-
pandemic levels. The construction sector was mostly
supported by infrastructure projects in both the public
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and private sectors. On the demand side, growth
was mainly driven by consumption and investment.
Labour market conditions continued to improve, with

Investment grade status

The Mauritius International Financial Centre continues
to attract healthy financial flows in 2023, as global
cross-border investment activities remained resilient
despite the challenging global conditions brought
about by the lingering Russia-Ukraine war, high global
interest rates and heightened tensions in the Middle
East. Concurrently, the country registered record high
non-GBC gross Foreign Direct Investment (FDI) flows
of Rs33.5 billion and Rs37.0 billion, respectively, in
2022 and 2023, directed primarily at the ‘Real estate

Improvement in the current account deficit

On the balance of payments front, the current
account deficit as a ratio to GDP declined to 4.4
per cent in 2023, from 11.1 per cent in 2022. This
improvement largely reflects the robust performance
of the services and net income accounts while the
trade deficit widened. Based on our projections, the
current account deficit will continue to narrow to reach
around 4.2 per cent of GDP in 2024, spearheaded

Building comfortable international reserves

The Gross Official International Reserves remain
comfortable at USD8.2 billion as at end-June 2024,
representing 12.9 months of import cover, and USD1.5
billion higher than a year ago. As at end of October
2024, reserves have already crossed USD8.4 billion.
The reserve portfolio has benefitted from favourable
market dynamics, notably the prevailing high interest
rates as well as the commendable performance of
selected asset classes during the FY2023-24, despite
increased volatility.

The robust performance of the economy has
contributed to an improvement in the domestic foreign
exchange market. In the second half of 2024, net FX
purchases were registered for the first time since 2019,
a highly optimistic sign of the normalisation of market

the unemployment rate falling to an all-time low of 6.1
per cent in 2023Q4. Youth and female unemployment
rates have also touched record lows.

activities’ and ‘Accommodation and food services
activities’ sectors.

The pandemic posed manifold challenges to all
jurisdictions and several African countries lost their
investment grade status. Mauritius is, as such, one
of only two countries on the continent and the only
International Financial Centre in Africa to retain an
investment grade status.

by the continued robust performance of the tourism
sector benefitting the services account, as well
as larger surplus on the primary income account,
which is expected to remain well supported amidst
the elevated global interest rate environment. Gross
tourism earnings in 2023 attained a new record high
of Rs86.0 billion while projections for 2024 point to
even higher gross tourism earnings.

liquidity conditions. Between March 2020 and June
2024, the Bank sold USD4.1 billion on the domestic
market to ensure liquid market conditions as well as
to contain excessive volatility in the rupee exchange
rate. During the financial year ended 30 June 2024,
the Bank sold a total amount of USD315 million
through FX interventions, representing the lowest level
of sales through interventions since the onset of the
COVID-19 pandemic. Taking advantage of improved
liquidity conditions, and to consolidate its reserves, the
Bank purchased foreign currencies from the market
when opportunities arose. The rupee exchange rate
continued to reflect domestic market forces of supply
and demand, in addition to movements in major
currency pairs on international markets.
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Operationalisation of the Bank’s new Monetary Policy Framework

The new Monetary Policy Framework which was
introduced on 16 January 2023 was further refined. As
from 7 July 2023, the 7-Day BoM Bill has been issued
on tender basis, rather than on full allotment basis. In
the same vein, the interest rate corridor was widened
to 300 basis points from the previous 200 basis points.

During the financial year ended 30 June 2024, the Bank
used a combination of both longer-term instruments
issued at market rates and the 7-Day BoM Bills issued
at the Key Rate of 4.50 per cent (4.00 per cent with
effect from 20 September 2024), as provided under
the new Framework to manage the structural rupee
excess prevailing in the banking system. The Overnight
Deposit and Lending Facilities were operated within a

Modernising the payments infrastructure

On 12 February 2024, the RuPay and Unified Payments
Interface linkage between Mauritius and India was
launched by the Honourable Prime Minister of
Mauritius, Mr Pravind Kumar Jugnauth, together with
the Honourable Prime Minister of India, Shri Narendra
Modi, in the presence of the Honourable President of
Sri Lanka, Mr Ranil Wickremesinghe. Mauritius became
the first country in Africa to be connected to the switch
of the National Payments Corporation of India. Today,
Mauritians travelling to India and Indians travelling to
Mauritius can effect payment by the mere scan of a
QR Code with their mobile apps. RuPay cards issued
in India are accepted in Mauritius and MauCAS/RuPay
co-branded cards issued in Mauritius are accepted in
India. Another important outcome of the introduction
of the RuPay co-branded card in Mauritius is that we
have designated this card as our domestic card. The
team is currently working on the next phase which
relates to the implementation of the peer-to-peer
mobile transfers.

This type of payment arrangement addresses
the challenges of speed, cost, accessibility and
transparency associated with cross-border payments.
Furthermore, there is less dependency on international
reserve currencies as settlement is done in domestic
currencies. Having experienced the benefits of this

symmetric corridor of plus and minus 150 basis points
around the Key Rate. The rupee excess effectively
dropped to an average of Rs2.7 billion during
FY2023-24 from an average of Rs12.6 bilion for
FY2022-23. The Overnight Interbank rate remained
within the interest rate corridor ranging between 3.09
to 4.25 per cent. With the open market operations
conducted by the Bank, the level of outstanding BoM
instruments amounted to Rs150.3 billion as at end-
June 2024 compared to Rs138.5 billion as at end-
June 2023. The Bank continues to have comfortable
financial buffers and flexibility to independently conduct
its open market operations. As at 30 June 2024, cost
of open market operations amounted to 13.7 per cent
of the Bank’s total income.

payment system, we are exploring opportunities with
other trading partner countries to deploy our cross-
border payment roadmap based on this model. | have
already initiated discussion with the Arab Monetary
Fund on their Buna cross-border payment system
project.

As the Bank embarks on its transformative journey,
the modernisation of the payment systems has gained
traction. Leveraging on the Government Payment
Portal, the development of the Instant Payment
System (IPS), a government-wide initiative to expand
the use of person-to-government digital payments,
has been launched as part of the Government’s
e-services strategy. Banks and non-bank payment
service providers are optimising the opportunities of
the IPS to enhance existing or introduce new services
and products.

The Bank is also encouraging adoption of digital
payments by small merchants by reviewing the IPS fee
structure. We have abolished the routing fee payable
by participants for usage of the IPS platform and are
now bearing all capital and operational expenses of the
IPS. Moreover, fees payable by customers for person-
to-person transfers and interchange fees for these
transactions have been removed.
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Another major step taken by the Bank to support and
further promote the digitalisation of payments has been
the increase of IPS transaction limits from Rs100,000
to Rs250,000.

Creating a safe and innovation-driven landscape

| am also pleased to report that on 4 September 2024,
the Bank of Mauritius Innovation Hub, the Innov8, was
formally launched. The Innov8, which is the result of
the collaboration with Le Lab of Banque de France and
the Reserve Bank of India Innovation Hub, provides a
conducive environment to promote the development
and testing of innovative solutions for the financial
services sector under controlled conditions. The Bank
has encouraged other central banks in Africa to join
this initiative and share their problematics. Seven
African central banks have entered into exchange of
letters with the Bank to facilitate the use of our Hub
and cooperation in the field of innovation. As a result,
the Innov8 has become the first of its kind in Africa.
Going forward, | remain optimistic that synergies will
be developed with institutions like the IMF and the
World Bank to propel the Innov8 to its next phase of
development.

Embracing technological change goes hand in hand
with protection and upgrade of our network to maintain
the integrity of the financial system and prevent
wrongdoers from exploiting potential loopholes. To
that effect, we have prioritised a multi-layered cyber
security approach, emphasising proactive measures
and information sharing.

As a result of the Bank’s comprehensive and proactive
approach onthe front of cyber security, Mauritius stands
as a role model across Africa. In the light of this, the
IMF has endorsed the Bank of Mauritius for its strategy

Bolstering the resilience of the financial system

As the guardian of the stability of the financial system,
the Bank is committed to ensure the safety and
soundness of our financial system. The resilience of the
banking sector strengthened further in 2023-24. The
solvency and liquidity buffers in the sector continued
to improve and were well above prudential limits, as

The Bank continues to explore opportunities of making
the payment systems seamless. At the regional level,
discussions are under way for the introduction of the
Mauritian Rupee on the SADC RTGS.

development. The Bank has formulated a strategy on
cyber security for the Bank and its licensees. One of
its key objectives is to increase the resilience of the
banking sector against cyber threats and technological
risks. This initiative marks a significant milestone in
the banking sector, positioning Mauritius as a leader
in cyber security proactiveness. The Bank is proud
to have also contributed to positioning Mauritius as
regional leader, whereby the country ranked first in
Africa and secured a spot in Tier 1 countries in the
Global Cybersecurity Index 2024.

These efforts demonstrate Mauritius® commitment.
The country’s multi-layered cyber security approach,
proactive measures, and information sharing have set
a high standard for others to follow.

In October 2023, | established the Mauritius Financial
Sector Cyber Committee (MFSCC) to bring together
CEOs of banks to discuss and address cyber threats.
A sub-forum comprising Chief IT Security Officers is
currently exploring the launch of a Cyber Information
and Intelligence Sharing Initiative to facilitate sharing
of timely and actionable cyber threat intelligence. In
addition, as part of promoting regulatory cooperation, a
Working Group on Cyber Security (WGCS) between the
Bank and the FSC has been established in May 2024
to serve as a platform for financial sector regulators
to collaborate on cyber risk mitigation strategies and
ensure a coordinated approach to protecting the
financial system.

profitability reached peak levels. These buffers provide
robust cushion against risks to financial stability.
Concurrently, risks to the stability of the financial
system receded, as evidenced by the surveillance of
macroprudential indicators and regular assessments
of sources of risks. In particular, the macro financial
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landscape continued to progress favourably with
disinflation and buoyant economic activity. Household
and corporate sector vulnerabilities dropped as well.
The quality of banks’ credit portfolio remained sound.

The Bank continues to review its surveillance toolkit
and policy tools to ensure timely identification of and
response to risks to financial stability.

Protecting the interest of depositors through the Mauritius Deposit Insurance Corporation Ltd

The financial safety net was reinforced with the setting
up of the Mauritius Deposit Insurance Corporation
Ltd (MDIC) as a fully owned subsidiary of the Bank
in March 2024. The Mauritius Deposit Insurance
Scheme (MDIS) became operative in June 2024. One
of the main objectives of the MDIC is to administer
and manage the MDIS, which will protect insured

depositors of licensed banks and non-bank deposit-
taking institutions by providing insurance against the
loss of insured deposits. The MDIS will also ensure that
depositors can promptly access their insured deposits
in case of failure of their institution, thus contributing
to financial stability and preserving depositors’
confidence.

Increasing our regional and international reach through a proven track record of excellence

On the international front, the Bank has been in the
limelight on different occasions. The international
community has recognised on different occasions
the good work carried out by the Bank. Further,
in September 2024, at the Association of African
Central Banks Assembly of Governors Meeting, |
was unanimously elected as the Chairperson. My
presidency will be geared towards a number of areas
including promoting cooperation among African central
banks on areas like innovation and climate change
and modernisation of the payments system, which
is the lifeblood of any economy. We also welcomed
the Governor of Banque de France, Mr Francois
Villeroy de Galhau, for the signing of a Memorandum
of Understanding with the Institut d’Emission des
Départements d’Outre-mer (IEDOM). The Bank also
entered into a Memorandum of Understanding with the
Agence Francaise de Développement (AFD) to facilitate
cooperation in a number of areas including climate

Promoting the sustainability agenda

This month marks the third year of the establishment
of our Climate Change Centre (CCC). Climate change
poses existential threat to all of us and the fight against
climate change is the collective responsibility of each
and every citizen of this world. As a Small Island
Developing State, we are unfortunately at the receiving
end of the impact of climate change although our
Greenhouse Gas (GHG) emissions is infinitesimal.

change. We were privileged to welcome the Director
General of the AFD on this occasion which coincided
with the organisation of a workshop on climate change.
The Bank also hosted the meeting of the Groupe des
Superviseurs Bancaires Francophones.

The Bank is also working closely with the OECD and
a desk has been set up to facilitate the conduct of the
economic survey of Mauritius and preparatory work
for the accession of Mauritius as a member of the
OECD. This further consolidates our collaboration with
the OECD under the Regional Centre of Excellence
initiative.

The Bank is also host to the World Bank Group Office
which further consolidates the status of Mauritius as
an International Financial Centre. The setting up of a
Knowledge Hub jointly with the World Bank is also in
the pipeline.

Our efforts this year have been geared towards capacity
building including the development of a macro climate
framework comprising bespoke macroeconomic
toolkits for assessing the manifold ramifications of
climate change on price, economic and financial
stability. These macroeconomic projections will feed
into the monetary policy aspect going forward and
will also become an input in stress testing models of
the Bank and those of commercial banks to assess
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resilience to different physical and transition shocks.
In view of inherent uncertainties and complexities
associated with climate risks modelling, the Bank is
engaging with the University of Mauritius and the
Toulouse School of Economics to further refine and
enhance these models.

Onthe supervisory front, the disclosures in the Guideline
on Climate-related and Environmental Financial Risk
Management became effective for annual reporting
periods ended 31 December 2023 and beyond.
Given the lack of climate and GHG emissions data
from clients’ portfolio of financial institutions, the Bank
issued revised disclosure requirements in December
2023 such that reporting on metrics and targets would
not be compulsory for now. It is worthwhile noting that

Registering the Bank’s highest ever profits

Although the objective of the Bank is not to make
profit, | am pleased to report that the Bank realised a
net profit of Rs3.3 billion which is the largest ever profit
posted since it started operations. Income generated
from the foreign assets of the Bank reached Rs13.7

banks have already started publishing information on
climate-related and environmental financial risks in
their annual reports.

We are now placing emphasis on enhancing the
framework on data, taxonomies, and disclosures
to facilitate more accurate market pricing of risks,
thus enabling more informed investment decisions.
A Request for Proposal has already been launched
for the recruitment of consultants who will work on
the development of a Green National Taxonomy.
The taxonomy would, amongst others, facilitate the
identification of priority sustainability-linked projects
and promote the effective mobilization of resources
thereto, while mitigating ‘greenwashing’ risks.

billion in 2024 compared to Rs9.5 billion last year. We
continue to reap the benefits of strategic investment
decisions and management of our reserves. The whole
amount of the net profit is transferred to the General
Reserve Fund of the Bank.

Our thanks to all those who have supported us in achieving our results

Before concluding, | would like to convey my deepest
appreciation to the Honourable Pravind Kumar
Jugnauth, Prime Minister, Minister of Defence, Home
Affairs and External Communications, Minister for
Rodrigues, Outer Islands and Territorial Integrity, for his
continuous support to the Bank of Mauritius.

| also wish to place on record the steadfast support of
Dr the Honourable Renganaden Padayachy, Minister
of Finance, Economic Planning and Development to
the Bank in the discharge of its duties of maintaining
price stability and financial stability.

| also have a special consideration to my two Deputy
Governors, the members of the Board of Directors
and members of the Monetary Policy Committee.
They have all played a critical role in the delivery of the
Bank’s mandate.
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Our achievements would not have been possible
without the contribution of the different outfits of the
Bank of Mauritius. The Economic Analysis & Research
and Statistics Department have played a major role in
ensuring the accuracy of our forecasts and the effective
delivery of the price stability mandate. Supervision is
credited with the safety and soundness of our financial
system as well as ensuring the appropriate safeguards
against money laundering risks. Our Financial Stability
Division worked tirelessly for a stable financial system.
The Financial Markets Operations Division saw to it
that a regular supply of foreign exchange was available
at all times. The International and Institutional Relations
Unit continues to position the Bank to new heights
in the international arena and the Communications
Division educates our people through its financial
literacy initiatives and disseminates the pertinent news
and achievements of the Bank to the wider community,
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both locally and internationally. Our Banking and
Currency Division provides the cash requirements to
the commercial banks and maintains accounts for the
different stakeholders. Payment Systems have been
instrumental in connecting our national switch with
that of India while our IT unit has been working on the
transformation project. Our Climate Change Centre
which | established in October 2021 has initiated
much work on the greening of the financial system. |
would also like to thank our Accounting and Budgeting
Division for working diligently to have the accounts
ready by the statutory deadline. The Corporate Services

Division carries a critical function in providing us with
the necessary facilities for our operations. The Reserve
Management Division has delivered exceptional results
through the management of our internal portfolio. Al
other departments have been key players in ensuring
that the Bank functions effectively.

By working tirelessly to ensure that the Bank fulfils its
mandates diligently, our employees constitute our key
strength. | am sure that | can continue to rely on the
Bank’s staff to bring the Bank to even greater heights.

Harvesh Kumar Seegolam, G.C.S.K.
Governor
30 October 2024
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About Bank of Mauritius

OUR MANDATE

The Bank of Mauritius was established under the Bank of Mauritius Ordinance 1966 and is, by statute, the
central bank of the Republic of Mauritius. The Bank is governed by the Bank of Mauritius Act 2004.

Primary Other
Object Objects
Maintain price stability and promote orderly and balanced e Regulate credit and currency in the best interests of
economic development the economic development of Mauritius
e Ensure the stability and soundness of the financial
system

Price Stability e Act as central bank for Mauritius

Safeguard the purchasing power of the domestic currency
and create appropriate conditions conducive to long-
term growth in a sound macroeconomic environment
Financial Stability

Prevent the occurrence of systemic risks and allow the
) financial system to fulfill its key intermediation goals,
Economic Development whilst preserving the resilience of the country’s underlying

Promote orderly and balanced economic development financial infrastructure, including the payment systems

Conduct monetary policy and manage the { Investigate and combat malpractices, market
exchange rate of the rupee abuse and any breach of the banking laws

Promote public understanding of the

Regulate and supervise
financial institutions financial system

Manage the clearing, payment and
settlement systems of Mauritius

Key
Functions
of the
Bank

Monitor system-wide factors affecting

financial institutions

Safeguard the rights and interests of
depositors and creditors

Collect, compile, disseminate, on a timely basis,

monetary and related financial statistics

Manage the foreign exchange reserves
of Mauritius




About Bank of Mauritius

Board of Directors

The Board of Directors comprises the Governor, who
acts as the Chairperson, the two Deputy Governors,
and six Directors appointed by the Minister of Finance,
Economic Planning and Development. The general
policy of the affairs and business of the Bank, other
than the formulation and determination of monetary
policy, is entrusted on the Board of Directors.

The Board is statutorily required to meet at the
seat of the Bank at least once every two months.
During FY2023-24, the Board met on 8 occasions.
At any meeting, six members constitute a quorum
and decisions are taken by simple majority. In the
event of an equality of votes, the Chairperson has a
casting vote.

Composition of the Board of Directors as at 30 June 2024

[l .
=—
E
Harvesh Seegolam, G.C.S.K.
Governor, Chairperson

Mardayah Kona Yerukunondu
First Deputy Governor

[7/8]

Hemlata Sadhna Sewraj-Gopal
Second Deputy Governor
[8/8]

Antoine Seeyave
Director

[6/8]

Said Toorbuth
Director

[4/8]

Ishwar Anoopum Gaya
Director

[6/8]

Christine Marie Isabelle Sauzier
Director

[5/8]

Note: Figures in square brackets represent number of meetings attended.
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Piragalathan Chinnapen
Director

[8/8]

Melissa Prishni Ramsahye
Director

[6/8]



About Bank of Mauritius

Audit and Risk Committee
The Audit and Risk Committee has been established by the Board to provide oversight over the adequacy of

the Bank’s internal controls and compliance with legal requirements. The Committee comprises three non-
executive Board Directors namely:

Chairman Said Toorbuth
Member Ishwar Anoopum Gaya

Member Piragalathan Chinnapen

The Audit and Risk Committee met on three occasions during FY2023-24. The Officer in Charge of the Internal
Audit Section is in attendance at the meetings of the Audit and Risk Committee.

Monetary Policy Committee

Composition of the Monetary Policy Committee

K

Harvesh Seegolam, G.C.S.K. Mardayah Kona Yerukunondu Hemlata Sadhna Sewraj-Gopal
[4/4) [4/4] [4/4]

Lim Chan Professor Sanjeev Kumar Mohammad Mushtaq Christine Marie Isabelle
Kwong Lam Thuon Mine Sobhee Namdarkhan Sauzier
[4/4] [4/4] [4/4] [4/4]

Note: Figures in square brackets represent number of meetings attended.
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The Monetary Policy Committee (MPC) formulates
and determines the monetary policy to be conducted
by the Bank in order to maintain price stability, taking
into account the orderly and balanced economic
development of Mauritius. The MPC comprises the
Governor, who is the Chairperson, the two Deputy
Governors, two members appointed by the Prime
Minister and three members appointed by the Minister
of Finance, Economic Planning and Development.
Five members, including at least four from members
appointed by the Prime Minister and Minister of
Finance, Economic Planning and Development,
constitute a quorum. The MPC is required to publish
a Code of Conduct to govern its meetings and report
once a year to the Board of Directors regarding its
compliance to the Code.

The MPC usually meets four times during a year, but
may meet in between its regular meetings, should
the need arise. In its decision-making process, the
MPC takes into consideration the latest international
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economic  developments, domestic economic
conditions, staff projections for inflation and real GDP
growth, and evaluates the balance of risks to the
economic outlook. The MPC signals its monetary
policy stance through changes in the Bank’s policy
rate, which is the Key Rate (KR).

After every MPC meeting, the Governor holds a press
conference to communicate the monetary policy
decision to the public, clearly outlining the rationale
behind such decision. The press statement of the
Governor, together with a media release, are usually
published on the Bank’s website. Two weeks following
each meeting, the Minutes of the MPC are also
published and contain the voting pattern of the MPC
members.

The MPC held its four quarterly meetings in September
2023, November 2023, April 2024 and July 2024, and
unanimously voted to keep the KR unchanged at 4.50
per cent at each meeting.









“Navigating the way to clearer skies means balancing
speed with stability and conserving some fuel to
cope with possible headwinds.”

Agustin Carstens,
General Manager at the Bank
for International Settlements

The turbulence of recent years has transformed the
global economy. Post COVID-19 and the Russia-
Ukraine war, inflation reached multi-decade highs in
2022 and 2023. The various challenges have had an
impact on economic policy, including monetary policy.
Such developments do remind us that economic
outlook can change abruptly with unexpected events.
We must therefore be ready for more frequent or
larger shocks, and of longer duration. Central banks
responded by raising their policy rates to fight
inflationary pressures, and since the second semester
of 2022, inflation has slowed in most countries. The
cuts in policy rates by major central banks since mid-
2024 are signalling that the loosening cycle has begun.

Like other central banks, the challenge for the Bank of
Mauritius (Bank) has been, to set out the policy rate at
a level that would wring inflation out of the economy,
without however, stifling growth.

The Bank introduced a new Monetary Policy
Framework in January 2023. The headline inflation
has been set within a range of 2 to 5 per cent
under the flexible inflation targeting regime so that a
mid-point of 3.5 per cent is achieved over the medium
term. We can, with hindsight, say that the Bank’s
monetary policy stance has been appropriate, post
the pandemic. The Bank managed to bring down
inflation from a peak of 11.3 per cent in February
2023 to 4.5 per cent in June 2024. This has been
possible following the cumulative hikes of 265 basis
points in the Key Rate over the period March 2022
to December 2022, and by keeping the policy rate
unchanged since. The Bank expects the inflation
rate to be around 4 per cent by the end of 2024.

The Bank has successfully mopped up excess rupee
liquidity from the banking system from Rs40.1 billion
as at end-June 2020 to Rs4.8 billion as at end-June

Our Organisation

2024. Following the introduction of the new Monetary
Policy Framework, the Bank’s open market operations
(OMOs) helped to steer the operating target within the
interest rate corridor. However, the OMOs came at a
considerable cost of Rs4.3 billion to the Bank during
financial year 2023-24, compared to Rs3.7 billion
during financial year 2019-20. The rupee continues to
reflect international developments as well as domestic
demand and supply conditions. The Bank has also
been intervening, at the cost of its balance sheet to
ensure the smooth running of the domestic FX market.

The Bank has further improved on the way in which

it has been managing its foreign reserves despite the
difficult external environment. The investment strategy
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adopted by the Bank has paid off, resulting into
higher profits of Rs3.3 billion in financial year 2023-
24, from Rs1.8 billion in financial year 2022-23. In
addition, through diversification strategies, the Bank
has effectively reduced the risk profile of its investment
portfolio, enhancing the overall risk-adjusted return of
the foreign reserves. The Gross Official International
Reserves stood at USD8.2 billion as at end-June 2024,
reflecting 12.9 months of import cover, compared to
USDB6.7 billion as at end-June 2023, which represent
10.1 months of import cover. This figure is well above
the 6 months required by the SADC or COMESA
macroeconomic convergence criteria.

The Bank has continued to enhance and modernise
its payment infrastructure, while ensuring the safety
and soundness of the national payment system. The
MauCAS Instant Payment Switch (IPS) has reshaped
the payment landscape in Mauritius by enabling round
the clock instantaneous retail payments. This platform
has enabled inter-operability among its participants
and is supporting the development of other services
such as payment by QR Code and the Government
Payment Portal. These are in turn accelerating the
transition to a cash-lite economy and contributing
to the Government e-service initiative. To further its
digitisation objective, the Bank has taken the decision
to abolish transaction processing fee on MauCAS and
made person-to-person payments free.

A central KYC system will bring multi-fold benefits to
Mauritius, the foremost being the increase in efficiency
and reduction in cost of regulatory compliance and
customer on-boarding. The Central KYC (CKYC),
expected to be operational by October 2024. It will
facilitate the electronic verification of customers’ identity
by providing access to relevant source databases,
such as the Central Population Database and utility
services, through the InfoHighway, a platform set up
for information sharing among Government agencies.

Cross-border payments through domestic cards
and mobile applications have become a reality since
February 2024. The Bank has collaborated with the
National Payments Corporation of India to interconnect
national switches allowing Indians and Mauritians to
use their preferred mobile payment applications and
RuPay cards when travelling to Mauritius and India
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for faster, cheaper and more convenient payments
between the two countries. This arrangement allows
settlement in our respective domestic currencies.

Work has progressed on the potential introduction
of a central bank digital currency. We have reached
the pilot stage on the technology side. We are also
exploring on how the Digital Rupee could be used for
cross-border payments.

The Mauritius Credit Information Bureau (MCIB) stands
out as an essential risk management tool for lenders
in their lending activities and plays an important role
in the country’s financial stability. Since its roll out in
2005, the coverage of the MCIB has been extended
to various types of credit institutions operating in the
country, 53 as of date.

Going ahead, the Bank will undoubtedly face both
global and home-grown challenges, beyond monetary
policy ones, namely those linked to digitalisation,
new innovative financing solutions, to name a few.
Unpredictability and interconnectedness of the global
financial system will continue to define the future.
However, the Bank will strive to fulfill its mandate, as it
has been doing over the past 57 years of its existence,
to shore up the banking sector and the economy.

“The secret of change is to focus all your energy not
on fighting the old but on building the new.”

Socrates

Mardayah Kona Yerukunondu
First Deputy Governor



During FY2023-24, the Supervision Department of the
Bank of Mauritius (Bank) carried on with its quest of
consolidating the resilience of the banking sector in
light of current and emerging risks.

We believe that it ties in with the Bank’s primary
mandate of ensuring an orderly and balanced
economic development of the country.

This Financial Year, as the previous one, was also
marred by geopolitical tensions and macroeconomic
issues such as high inflationary pressures and high
debt levels among emerging countries. On the other
hand, rising interest rates across the world also allowed
banks to register exceptionally high profits.

While these profits allowed banks to raise their dividend
pay-outs and increase their capital buffers, we also
believe that banks should be prudent. It is during good
times that provisions should be made to cushion the
shock when the business cycle turns.

We thusissued arevised Guideline on Classification,
Provisioning and Write-off of Credit Exposures
effective September 2024. This Guideline was put on
hold during the COVID-19 pandemic as part of our
strategy to provide flexibility to banks to withstand
its negative effects. The Guideline now provides
clear guidance on provisioning and write-off of credit
exposures so that banks have adequate provisions to
meet potential losses.

Furthermore, we continued on with the implementation
of BASEL IIl.

In October 2017, we had issued the Guideline on
Liquidity Risk Management which required banks to
maintain sufficient unencumbered high liquidity assets
to survive a significant stress scenario lasting for
30 calendar days. This Guideline promotes the short
term resilience of a bank’s liquidity risk profile through
the Liquidity Coverage Ratio.

In December 2023, we issued the Guideline on Net
Stable Funding Ratio with the objective to decrease
funding risk and promote resilience over a one year

Our Organisation

time horizon by creating incentives for banks to fund
their activities with more stable sources of funding on
an ongoing basis.

Cyber risk and new technologies

With the digitalisation of the banking sector, cyber risk
has emerged as one of the top three risks for banks
worldwide. In this respect, we issued the Guideline
on Cyber Risk and Technology Risk Management
in May 2023 which became effective in June 2024.
It defines our cyber security risk strategy which
would, amongst others, consolidate the resilience of
the banking sector and ensure that banks are ready
to manage and respond to cyber attacks so as to
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maintain financial stability. This is one area where
the Bank as the regulator has been instrumental
in requiring banks to cooperate and collaborate to
address this ever growing risk. Banks are now in the
process of submitting their Vulnerability Assessment
and Penetration Testing (VAPT) reports amongst
others. These are being assessed at our end.

On the forefront of technology, the Bank has come up
with its Innovation Hub, known as the Innov8, which
will be a center point for innovation. This hub will be
open to young IT geeks who require support for the
development of innovative tools for the financial sector.
The Bank will adopt a transparent approach, inviting
applicants via its website, with clearly defined eligibility
criteria and evaluation methods.

Indeed, many central banks across the world have now
set up aninnovation hub so as to allow the financial sector
to harness new technologies to increase efficiencies,
reduce costs, and allow banks to meet customer
expectations as well as to promote financial inclusion.

The use of Al will form part of the above initiative.

Financial Institutions across the world are increasingly
having recourse to the use of AI/ML tools and the
same trend is observed locally.

From a recent survey conducted among banks on the
use of Al tools, 6 banks have confirmed their use in the
following cases:

(i) Cyber security: threat detection and prevention;
(i Information security: data leakage prevention;

(i) Process automation: Optical character recognition
for document validation, cash management
operations and financial market tool analysis; and

(iv) AML/CFT: real time customer screening, digital
identity verification and document validation.

The use of Al starts and ends with DATA and therefore
data management going forward will be critical. Indeed,
it is now being acknowledged globally that data in the
current context is equivalent to gold.

The Bank has therefore impressed upon its regulatees
who intend to use Al in their processes and internal
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controls to have a Data Governance Strategy, to
ensure that data that is used has been obtained from
known sources and that the data is relevant, structured,
bias-free and used holistically.

At the Bank, we are exploring the use of Reglech
and SupTech tools to increase efficiency. As such we
have set up within the Supervision Department a unit
consisting of Business Intelligence Analysts who are
reviewing our systems and processes of collecting
data, reporting by banks and Management Information
System (MIS) so as to have a more efficient system by
reducing duplication and streamlining processes.

This has become a necessity as we face challenges in
Human Resources Management which is a world-wide
phenomenon in the financial industry.

AML/CFT

The Bank has continued with its risk-based AML/CFT
onsite and offsite supervision as per its Action Plan based
on the updated risk profiles of its licensees. This approach
allows for more efficient allocation of resources, where
the intensity and frequency of inspections are based on
risk levels, ensuring that the greatest risks receive the
most attention. An overall improvement in compliance
level by Fls has been observed as a result of remedial
actions taken by them, continuous engagement with the
licensees, new issue of guideline and sanctions imposed
over the years. During the financial year under review,
the Bank has conducted 12 risk-based AML/CFT onsite
inspections and 17 special AML/CFT examinations.

The Bank is preparing itself for the next mutual evaluation
assessment by ESAAMLG scheduled for the year 2027
based on the new FATF methodology by reviewing,
amongst others, its processes, conducting capacity
building through training, and enhancing collaboration to
ensure effectiveness.

Deposit Insurance

Many mature jurisdictions across the world have built
in mechanisms for self stabilisation and resilience. In
this vein, the Bank started to work on the concept of
a deposit insurance since 2010. Finally, the Mauritius
Deposit Insurance Act was enacted in April 2019 and
proclaimed on 2 December 2023. The Bank then set up a



private company — a full-owned subsidiary — the Mauritius
Deposit Insurance Company Ltd in March 2024.

The deposit insurance scheme would safeguard a
specified level of coverage of deposits in the event of a
bank failure. We all remember the banking turmoail that
shook the US in March 2023 when a number of small
banks witnessed bank runs and eventually had to close
down. The US Federal Government had to intervene
in these cases. A few months later Credit Suisse ran
into trouble due to loss of confidence by the investors
and other internal challenges. Here again authorities
intervened and negotiated the takeover/merger of Credit
Suisse by UBS so as to preserve the financial stability of
the jurisdiction.

We believe that the assurance provided by the deposit
insurance scheme will prevent bank runs and the erosion
of confidence in the financial system. By assuring
depositors that their funds are secure, deposit insurance
contributes to maintaining financial stability, preventing
contagion, promoting the overall soundness of the
banking sector and fostering financial inclusion.

Climate and environment-related financial risks

On this front we issued the Guideline on Climate
Related and Environmental Financial risks on 1 April
2022 and required financial institutions to disclose in
their annual report specific climate related information
from a Governance, Strategy and Risk Management
perspective. The Guideline also requires financial
institutions to disclose appropriate climate related metrics
and targets devised for the purpose of strategy setting,
risk measurement and risk management.

However, given the challenges in data availability on the
carbon footprint of companies in Mauritius, we deferred
the requirement for disclosure of climate related metrics
and targets. Banks were successful, on the other hand
in disclosing their Governance, Risk strategy and Risk
Management in their December 2023 annual reports.
While the quality and quantity of disclosures varied across
institutions, we noted that the disclosure on Governance
and strategy were fairly adequate.

However, there is still room for improvement and we shalll
be working on it.
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On Governance, banks disclosed that climate change
was being overseen by the Board of Directors and
supported by their risk committees. On strategy, banks
disclosed that they have a climate-related strategy
centered around reducing their financed emissions and
have committed pre-determined amounts to provide
sustainable financing through their financial product
offerings. Some banks have also disclosed sectoral
targets to phase out or reduce lending to some high
emitting sectors and have reviewed their credit risk
appetites accordingly.

Under our Climate Change Centre, work is undergoing
in developing models for stress testing and scenario
analysis while incorporating climate and environmental
related financial risks.

Our staff also forms part of the working group on
the elaboration of a National Green Taxonomy. This
working Group was set up by the Ministry of Finance,
Economic Planning and Development and the Ministry
of Environment, Solid Waste Management and Climate
Change.

Corporate services
The Corporate Services division as usual provided its
unflinching support to the rest of the divisions of the

Bank in carrying out the mandate of the Bank.

All of the above work would not have been achievable
without the support of the Bank of Mauritius staff.

| take this opportunity to extend my appreciation and
thank the staff of the Bank for their commitment and
hard work.

Finally, | wish to thank the Governor for his continued
support and guidance.

The work continues.

Hemlata Sadhna Sewraj-Gopal
Second Deputy Governor
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Human Resources

Staff are the key resources that the Bank relies
on to deliver on its overall statutory mandate. As a
knowledge-based organisation, the Bank has geared
its Human Resource strategy towards fostering a
high-performance culture among its employees, while

Our Employee Demographics

ensuring a safe and nurturing environment. Staying
true to the Bank’s core values while developing a
motivated and engaged workforce is essential to
thrive in this changing landscape and achieve strategic
objectives.

Gender Distribution

197 198
2023-24 @ 2023-24
190 ? 195
2022-23 2022-23
Head Count
0%0 -
2023-24
385
2022-23
Leavers
Retiren:er:’: Resignation Demise
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During FY2023-24, the Bank recruited 46 staff with
different educational backgrounds to consolidate the
existing pool of qualified workforce. As at 30 June
2024, the total workforce stood at 395 people.

Capacity Building

The Bank of Mauritius employees are its most
important resource, which is why the Bank must
attract, develop and retain skilled and engaged
persons. During FY2023-24, the Bank has continued
to ensure that its workforce is equipped with the
necessary skills, commitment and competencies
to successfully execute the Bank’s mandate and
strategy. As such, the Bank pursued its capacity
development program aimed at building a future-fit

COURSES / TRAININGS / WORKSHOPS

2023-24

2022-23

2021-22

Our Organisation

To reinforce the organisation structure and support
succession planning, 102 staff members were
promoted during the period under review.

workforce that will be able to navigate the evolving
and increasingly digitalised working environment.
Bank staff attended in-person as well as virtual training
courses, seminars, conferences and workshops
both locally and internationally throughout the year
in addition. Several staff members are also involved
in projects with other central banks on a variety of
topics, thereby enhancing their knowledge and
contribution to the Bank’s work.

. Overseas (Virtual/Face-to-face)

. Local (Virtual/Face-to-face)

0 50 100 150 200 250 300

The Bank is dedicated to keep its staff members
abreast of the latest developments in the Anti-Money
Laundering/Combating the Financing of Terrorism
(AML/CFT) matters. In this regard, during the period
July 2023 to June 2024, several trainings were
organized through hybrid mode covering the following
areas: “Money Laundering and Terrorist Financing
in the art and antiquities market”, “Modern Slavery-
Human Trafficking and Associated Money Laundering
in Sub-Sahara Africa”, "Targeted Financial Sanctions
and Transaction Monitoring”, ”"Driving More Effective
Enterprise-Wide Money Laundering and Terrorist
Financing Risk Assessments, suspicious transaction

350 400 450 500 550 600

Reporting, Ultimate Beneficial Owner”,

others.

amongst

Senior Officers ofthe AML/CFT unit of the Bank attended
the Financial Action Task Force (FATF) Assessor’s
training organized by the Ministry of Financial Services
and Good Governance in collaboration with Eastern
and Southern Africa Anti-Money Laundering Group,
from 27 to 31 May 2024. Officers of the Bank also
attended, in the context of the Mid-Term Independent
Assessment Exercise, a half-day workshop with the
Independent Consultant on 3 June 2024.
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The Bank and Financial Services Commission (FSC)
continued to provide a one-year training programme
on AML/CFT and related matters to selected
graduates. The second cohort commenced their
training in January 2023 and completed it in January
2024. The Certificate Award Ceremony for these
graduate trainees took place on March 14, 2024, at
the Mapou Auditorium, FSC, Ebene.

The Bank has, in collaboration with the Financial
Crimes Commission (FCC), organised a half-day

Employee Wellbeing

A sound and safe working environment must be at the
core for all employees. In that regard, the Bank fosters
a culture that focuses on work safety, health and well-
being of its people. The need to continue developing
and adopting a healthy framework that is grounded in
compassion, holistic wellness, mental well-being, safe
workplace and meaningful interactions is becoming
more and more important.

During FY2023-24, the Bank continued offering
weekly yoga classes to its employees, as well as
weekly football activities at MUGA, Phoenix. The
Bank hosted its annual 6-a-side Football Tournament
on 25 November 2023. Several teams from different
Divisions of the Bank participated in the tournament,
boosting team spirit and enthusiasm amongst players
and supporters.

The Bank, in close collaboration with the Ministry of
Health, organised a Health Week from 17 to 20 June
2024, with the aim to raise awareness on important
health issues. The Health Week also comprised health
check-ups for staff and a blood donation activity open
both to staff and the public. 170 staff members were
examined for general health check-ups, and 40 female
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presentation on the Financial Crimes Commission
Act 2023, which aimed at enhancing awareness
and promoting a culture of compliance and ethics
within its organisation and amongst its licensees. The
presentation was hosted at the Bank and saw the
participation of its licensees, the FSC and its staff. The
Bank remains committed to foster its engagement
and collaboration with law enforcement agencies to
hamper the growth of financial crime in Mauritius and
promote financial integrity.

staff were screened for breast and cervical cancer.
The Health Week involved two key talks “Importance
of Healthy Eating Habits in Cancer Prevention” and
“Healthy Heart at the Workplace”. The Blood Donation
activity has become an annual event for the Bank
during the Health Week. In partnership with the Blood
Bank, the Activity was also successfully organised by
encouraging staff of the Bank as well as commercial
banks to donate blood. Given its strong commitment
to promote physical activity, the Bank, in June 2024,
launched a gym membership program. More than 50
per cent of Bank staff enrolled for the gym membership.

In addition, the staff participated enthusiastically in a
team building exercise organised on 22 June 2024. The
exercise aimed at encouraging open communication,
creativity and healthy work relationships among staff,
and was a resounding success. Staff members are
being sensitised to adopt a more eco-conscious
attitude and behaviour. Staff members have been
encouraged to take a green pledge as part of their
commitment to adopt an eco-conscious lifestyle. They
have also been encouraged to have indoor plants to
embellish their work areas and serve as air purifiers as
well as taking responsibility of their plants.



Blood Donation
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Safety and Health

The Bank is committed to maintain and improve the
safety, health and wellbeing of its staff with a view
to continuous improvement and adherence to the

|

July 2023 August 2023

Annual Fire Drill Training on the best
practices on Manual
Handling of loads to
bank attendants

December 2023

Training on Forklift
Safety to 9 drivers/
bank attendants

legislations. During FY2023-24, the Bank has focused
on a range of workplace safety actions:

o )
&

March 2024

February 2024

Safety and health
arrangement at
Rodrigues Office
followed by fire drill

Training on the use of
Fire Extinguishers to
Rodrigues staff
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Bank of Mauritius Knowledge Centre

Knowledge management provides the overarching
framework to support and optimize knowledge-sharing
within an organization. Banking professionals who
are exposed to the latest concepts in their respective
fields are in a better position to contribute positively to
their enterprise and drive progress and innovation. By
acquiring new knowledge, these professionals are better
equipped to understand complex situations, make
informed decisions and innovatively solve problems.

Communications and Public Outreach
Financial Literacy

During FY2023-24, the Bank upscaled its initiative to
engage with young learners by welcoming students
from primary, secondary and tertiary schools for
interactive financial literacy sessions. The objective
of these customised sessions is to embed an
understanding of the banking system and financial
concepts in Mauritian youth.

A series of lectures covering financial topics, such
as the role of the Bank, monetary policy and digital
payments were delivered within the Bank’s premises.
These sessions aimed to demystify complex financial

30

O O

By acquiring and disseminating latest materials that
feature on-going developments in strategic thinking
and best practices, in-depth analyses, case studies and
emerging issues in the banking sector, the Knowledge
Centre of the Bank contributes to provide Bank staff
and banking professionals with the necessary platform
to access knowledge to respond to the challenge they
face and how they can tackle them.

concepts and illustrate their practical implications in
everyday life.

The Bank’s nation-wide financial literacy strategy
programme, which was initially launched in 2022, has
contributed to inculcate positive money management
behaviours in citizens. In the same vein, the Bank
continued with consumer education sessions to uplift
the knowledge of financial concepts and cybersecurity
risks, particularly across younger generations who are
living in a world where digital payments are increasingly
becoming the trend.



The sessions on digital payments covered the
evolution of payment systems, the benefits of cashless
transactions, and the security measures necessary to
protect against fraud. With the emergence of digital
platforms, scammers’ strategies have evolved, making
it more difficult for individuals to distinguish between
legitimate offers and deceptive traps.

Further to a mission led in Rodrigues by the Governor
of the Bank, an assessment of the banking landscape
was conducted ontheisland. The assessmentindicated
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Global Money Week Participation

As the national coordinator of the Global Money Week,
the Bank proudly participated in the 12th edition of this
international event. The theme for the year was “Protect
Your Money,” highlighting the importance of financial
security and resilience. The Bank hosted a series of
activities on raising awareness in youth about financial
management and providing them with knowledge and
tools to safeguard them against fraud and scams.

Visits to the Bank provided students with animmersive
learning experience whereby they gained a deeper
understanding of the Bank’s role in the economy.

Our Organisation

that there was a need to entrench awareness around
the use of digital banking channels and cybersecurity.
In the light of this, on 11 March 2024, the Bank rolled
out the ‘Effikas’ campaign in Rodrigues, a dedicated
financial literacy programme which made use of
physical collaterals as well as social media and online
platforms. The ‘Effikas’ campaign focused on the use
of digital channels for consumer convenience and
service delivery efficiency, as well as security measures
against fraud.

Mobile
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Additionally, the Bank organised special lectures on
best security practices against scams.

One of the highlights of the Global Money Week was
that students were able to interact with the Governor
at the end of each session. The interaction bridged the
gap and provided students with opportunities to gain
direct exposure to the experience and perspective of
the Governor. Overall, this approach enriched their
educational experience, making financial literacy more
accessible, and the learning process more dynamic
and memorable for the students.
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Our ongoing commitment

The Bank of Mauritius continues to emphasize the
importance of financial literacy through various
outreach and communication efforts. By engaging
with different segments of the population, from
students, working professionals to seniors, the
Bank aims to create a more financially aware and
responsible society. The initiatives taken in 2022 laid
a strong foundation for ongoing and future efforts,

The Bank of Mauritius Museum

FY2023-24 was filled with several milestones reached
by the Bank of Mauritius Museum in terms of visitor
engagement, educational outreach, and international
collaboration.

The Museum welcomed around 25,000 visitors,
a testament to its growing popularity and the
effectiveness of its outreach efforts to attract not only
residents but also visitors from overseas. The Museum'’s
communication approach, which uses social media
as a promotional tool, has resulted in a 25 per cent
increase in terms of follower engagement. The museum
has also leveraged partnerships with international tour
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demonstrating the Bank’s dedication to enhancing
financial literacy across Mauritius.

Through these comprehensive programmes and
activities, the Bank reaffirms its commitment to support
the financial well-being of its citizens and contribute to
the overall economic health of the nation.

operators to enhance its visibility at international level.
This resulted in curated tours that position the Museum
as a key stop for overseas visitors.

In May 2024, the Museum participated in the
International Museum Day for which the theme was
“Museums for Education and Research”. The Bank
seized this opportunity to underline the Museum’s role
in providing a holistic educational experience through
a unique blend of historical artefacts and modern
financial education tools. Interactive workshops
and guided tours were organised to foster a deeper
appreciation of Mauritius’ monetary heritage.



The museum has expanded its educational programs
to include pre-primary, primary, secondary, and
tertiary students. The programme is customised to be
interactive and age-appropriate, ensuring that students
at all levels gain valuable financial knowledge. Over
100 sessions benefiting more than 5,000 students
were conducted during FY2023-24.

The museum has also strengthened its collaboration
with  NGOs dedicated to supporting vulnerable
children. Special programs and visits were organised to
equip these children with an understanding of financial
concepts. Through these initiatives, the museum has
reached out to over 500 children.
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IT Transformation at the Bank: BoM 2.0 - The Future is now

In  February 2022, the Bank embarked on a
transformative journey to modernise its Central
Banking system. The initiative, named “BoM 2.0 - The
future is now,” aimed to address the challenges posed
by legacy infrastructure, data silos, and security risks.

The core objectives of BoM 2.0 are to:

e Upgrade and modernise existing technology and
systems to enhance operational efficiency, security,
and scalability;

e Streamline processes through automation,
integration, and straight-through processing
to reduce manual intervention and increase
efficiency; and

e Ensure seamless integration among various
T systems to eliminate silos and facilitate
collaboration.

To achieve these goals, the Bank partnered with
Intellect Design Arena Limited to implement the
Quantum Central Banking System solution. Business
champions within the Bank play a pivotal role in driving
the transformation.

Significant progress was made during FY2023-24.
As at end-June 2024, the project had successfully
transitioned into the end-to-end testing phase,

involving tests of all procedures from initiation of a
transaction to its settlement. This phase of the project
heavily relies on business users from the Accounting,
Banking, Currency, Financial Markets and Payment
Systems departments, and is fully supported by staff
of the Information Technology Division, who are playing
a crucial role in ensuring the seamless integration
of the new system. Commercial banks have also
been actively engaged in testing key functionalities,
such as payment and cheque processing, domestic
treasury, and cash management, among others. The
Accountant General and Mauritius Revenue Authority
are also important stakeholders who are involved in the
project implementation.

The Rodrigues office is set to embark on its testing and
training phase as from the third quarter of 2024. This
comprehensive approach ensures that the new system
is thoroughly validated and ready for implementation
across both Mauritius and Rodrigues.

The modernisation initiative represents a significant
milestone in the Bank’s evolution. By leveraging
cutting-edge technology and fostering collaboration,
BoM 2.0 is poised to enhance operational efficiency,
improve risk management, and deliver better services
to the public.
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Climate Change Centre

Since its establishment in October 2021, the Bank
of Mauritius Climate Change Centre (CCC) has
implemented a series of initiatives to execute the
Bank’s climate and sustainability agenda.

One of the key priorities for the CCC this year was the
development of climate modelling and stress testing to
enhance the Bank’s capabilities to manage climate risks
efficiently and to maintain the stability and soundness

of the financial system. To this end, the governance
structure of the CCC was reinforced in November
2023 with the setting up of a Climate Change Technical
Committee on Data and Stress Testing (CCTCDST)
and a Climate Change Oversight Committee (CCOC).
The CCOC is responsible to oversee the work of the
CCTCDST and advise management of the Bank on alll
climate change developments and policy issues.

(i) Developing a Climate Macroeconomic Framework

The Bank has made good progress in the development
of a macro climate framework for assessing the
manifold ramifications of climate change on price,
economic and financial stability.

The Taskforce on Monetary Policy is using a
macroeconomic tool developed by the IMF, which has
been adapted and calibrated to reflect the peculiarities
of the Mauritian economy. The framework aims to
provide the Bank with an effective toolkit to assess
the short-to-medium term impact of different climate
shock scenarios on the economy, from both supply
and demand side perspectives. Short-term scenarios,
based on the ones released by the Network for
Greening the Financial System, are being simulated in
order to assess their impact on key macroeconomic

variables, including real GDP growth and inflation.
These macroeconomic projections would inform the
Monetary Policy Committee going forward, as well
as serve as inputs into the stress testing models of
the Bank and those of commercial banks to assess
resilience to different physical and transition shocks
related to climate change.

In view of their inherent complexities, knowledge
sharing and capacity building in the development of
new climate modelling techniques and in the application
of hypothetical but plausible climate scenarios are very
important. To this end, the Bank is engaging with the
University of Mauritius for the modelling of climate
hazards, including associated mapping exercises and
calibrations.

(ii) Ensuring that financial institutions are effectively implementing appropriate risk management

frameworks for climate-related risks

The Bank has in the past two years already laid the
framework for financial institutions to manage the
financial risks that emanate from climate change
and loss of natural ecosystems. During FY2023-24,
the Bank continued to engage with its regulatees
to understand the challenges in complying with the
requirements of the “Guideline on Climate-related
and Environmental Financial Risk Management”
which was issued in 2022 through, among others,
the submission of progress reports and the conduct
of relevant surveys. It was observed that the main
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challenges reported by financial institutions were the
unavailability of the required climate-related data for
the computation of relevant metrics and targets as well
as the absence of a green taxonomy. The Bank has,
in December 2023, accordingly amended the climate-
related disclosure requirements such that reporting
would not be compulsory, for now, on areas that
require very granular data. It may be noted that banks
have already started to publish information on climate-
related and environmental financial risks in their Annual
Reports, amongst others.
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(iii) Supporting the development of sustainable finance

The Bank, together with the Ministry of Finance,
Economic Planning and Development, the FSC,
and other stakeholders, have already established
appropriate regulatory frameworks for the issue of
green bonds by financial institutions, the corporate
sector and Government.

A survey conducted by the Bank in September
2023 indicated that as at 30 June 2023, the banking
sector’s total exposure to sustainable projects was
estimated at Rs 6.9 billion compared to Rs 4.2 billion
a year earlier. The surge noted in exposures provides
indicative signs of the transition towards a greener
banking sector.

Notwithstanding these initiatives and developments, the
funding gap remains substantial and other supporting
measures are key to scale up sustainable finance.
Work is underway to enhance the climate information
architecture - taxonomies, climate disclosure standards,
and climate-related statistics - with a view to facilitating
more accurate market pricing of risks and enabling
more informed investment decisions.

Further to consultations between the Bank, the Ministry
of Finance, Economic Planning and Development and
the Ministry of Environment, Solid Waste Management
and Climate Change, a Working Group has been set up
to develop a National Green Taxonomy for Mauritius.
The taxonomy would, amongst others, facilitate the
identification of priority sustainability-linked projects
and promote the effective mobilization of resources
thereto, while mitigating ‘greenwashing’ risks.

Along with the green taxonomy, alignment with global
sustainability disclosure standards is key to transform
Mauritius into a leader in Environmental, Social and
Governance in the African region. Many jurisdictions
across the world have already started adopting these
standards, in particular, the IFRS S1 and IFRS S2, the
European Union Corporate Sustainability Reporting
Directive and the Global Reporting Initiative. In the light
of the recent International Sustainability Standards
Board climate disclosures, the Bank will pursue its
engagement with concerned stakeholders regarding
the eventual adoption of global baseline disclosure
standards across the economy.

(iv) Transforming the Bank into a greener and more sustainable organization

As part of the Green Bank of Mauritius project, the
Bank has implemented several initiatives aimed at
reducing the environmental impact of its internal
operations. In line with the recommendations of the
Energy Audit exercise that was conducted in 2023, the
Bank intends to replace conventional lighting fixtures
by more energy efficient LED fixtures, implement
automatic lighting controls in common areas and
upgrade specific equipment to more energy-efficient
models, in a phased manner over the next few years.
Implementation of these measures would generate

annual energy savings and contribute to reduce carbon
emissions from the Bank’s physical operations.

Staff members are being encouraged to take a green
pledge as part of their commitment to adopt an eco-
conscious lifestyle. Separate bins have been placed
on all floors for recycling paper. An awareness and
sensitization campaign will soon be launched, with the
dissemination of eco-lifestyle tips in the form of posters
and/or short animated videos.

(v) Building capacity and raising awareness for climate-related and environmental financial risks

The Bank has pursued its ongoing initiatives on
building capacity and raising awareness on the risks
and opportunities from climate change, both internally
and for the industry. The Second Deputy Governor
participated in a panel discussion on Greening of
the Financial Sector in the margins of the COP28
meetings in Dubai in December 2023 to showcase the

operations of the CCC and its contribution in reinforcing
the appeal of Mauritius for international sustainable
finance investors. The Bank also organised a media
engagement session in December 2023 to bring to the
attention of media stakeholders, latest developments
on the front of Climate Change and highlight the work
of the CCC.
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In April 2024, the Bank and the World Bank organized
a workshop on Climate Related Financial Risks for
banking institutions. This event, which brought together
CEOs of banks and financial institutions as well as
sustainability professionals, provided a valuable forum
for knowledge sharing and collaboration between
the Bank, the World Bank, and banking industry
stakeholders.

Enterprise Risk Management

Risk management continues to gain importance.
The Bank remains committed to enhance risk-
based practices within its organisation. Effective risk
management aims to protect the Bank from events
that can adversely impact its capacity to fulfil its
functions. The new Risk Management Framework
being developed will assist the Bank’s Management
to make informed decisions, principally through better
understanding of prevailing and emerging risks as well
as adoption of a proactive stance to the changing
business environment. This approach will contribute
towards mitigating threats while capitalising on
opportunities.

The risk framework will be a fundamental component
of effective risk management and decision-making at
all levels of the Bank. The framework is being designed
to ensure:

i. a strong risk culture, by embedding a risk
management approach into the Bank’s structures,
roles and responsibilities;

Governance Risk and Compliance Tool

The Bankis working on the deployment ofagovernance,
risk and compliance (GRC) management software.
The aim is to streamline and structure governance, risk
management practices and monitoring of compliance
to rules and procedures. It is committed to use Al-
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The Bank’s staff are members of the various NGFS
workstreams covering climate-related aspects of
monetary policy, supervision and scenario design
and analysis. These platforms provide valuable
opportunities for Staff to benefit in terms of sharing
of experience, expertise and knowledge on climate—
related issues.

ii. awareness of risk, in particular to understand,
detect, assess, mitigate and report cross-
enterprise risks;

ii. adequate controls, so as to onboard the right type
and amount of risk within the Bank’s risk appetite;
and

iv. continuous evaluation and monitoring of risks,
to enable optimal decision making and resource
allocation.

The consolidation of the risk culture at the Bank will be
guided by the deployment of a sound risk policy and
framework that will provide appropriate standards for
professional, responsible and sustainable behaviour.
With evolving macroeconomic and financial conditions,
operational environment and standards, it is important
to recognise the sources of risk. It is equally important
to have the methodology and tools for assessing and
managing the potential impact on the Bank.

powered analytics to enhance risk assessment
and compliance monitoring. Integrating Al into risk
management and GRC processes will empower the
Bank to significantly boost efficiency, reduce costs and
even uncover hidden risks.



Cybersecurity: Building Resilience in a Digital Era

In an era where the cyber threat landscape is evolving
rapidly, the Bank continuously reviews and strengthens
its cyber security strategy to safeguard critical
infrastructure and the integrity of the financial system.
It is prioritising a multi-layered cyber security approach,
emphasising proactive measures and continuous
improvement. The Bank has been actively engaged in
several initiatives to achieve its cyber security objective,
particularly for the financial system.

Our Organisation

To strengthen the integrity of the financial system, the
Bank conducts regular onsite cyber inspections. The
aim is to ensure strict compliance with established
cybersecurity guidelines by all licensees. This thorough
oversight is crucial for maintaining a resilient banking
sector and enhance the stability of the financial
system, thereby protecting the nation’s economic
well-being.

Enhancing information sharing in the banking sector

In October 2023, the Bank established the Mauritius
Financial Sector Cyber Committee (MFSCC), which
brings together CEOs of banks to discuss and address
cyber threats. A working group is currently working

Promoting regulatory cooperation

A Working Group on Cyber Security (WGCS) was set up
in May 2024 under the Joint Coordination Committee
(JCC) between the Bank and the FSC. The WGCS
will serve as a platform for financial sector regulators

Capacity development and cyber security culture

To strengthen its cybersecurity preparedness, the Bank
provides the staff with regular training on information
security and cyber security best practices. Training
equips the staff with the knowledge and skills necessary
to identify, prevent, and respond to cyber threats
effectively. In addition, awareness campaigns together

on the launch of a Cyber Information and Intelligence
Sharing Initiative (ClISI-Mauritius). This initiative will
facilitate the sharing of timely and actionable cyber
threat intelligence among financial institutions.

to collaborate on cyber risk mitigation strategies and
ensure a coordinated approach to protecting the
financial system.

with regular staff assessments are regularly conducted
to evaluate the level of understanding of cyber security
protocols, as well as the capacity to identify potential
cyber threats and respond appropriately. A strong
culture of vigilance against cyber threats has thus been
built over time.

National campaign on cyber security for digital payment

As part of the Bank’s commitment to promote secure
and widespread use of digital payment systems, the
Bank will launch a comprehensive National Campaign
on Cyber Security for Digital Payment. This initiative
aims to educate the population on critical measures to
protect their financial assets in the digital age. Through
a series of workshops, and information sessions,

the Bank will provide citizens with the knowledge
necessary to navigate the digital payment landscape
safely. The campaign will focus on raising awareness
about common cyber threats, best practices for
maintaining security, and the importance of personal
vigilance. The objective of the Bank is to safeguard the
financial well-being of the population.
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Key Projects Being Envisaged in the Near Future

In addition to the ongoing initiatives mentioned above, e pursuing certification in  industry-recognised
the Bank is exploring several new projects to further standards like ISO 27001 for Information Security
strengthen its cybersecurity and digitalisation efforts. Management Systems.

These include:

By continuously investing in the promotion of a robust
cyber security culture, the Bank is focused on fostering

* exploring the use of new technologies — such as g resilient financial system that supports trust and,
artificial inteligence and machine learning — to  ultimately, economic expansion.

improve the cyber security strategy;

e enhancing the incident response capabilities;

e continuing to collaborate with industry stakeholders
and international partners to stay abreast of
evolving cyber threats and best practices; and
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International and Institutional Relations

The transformative financial system landscape together
with the manifold challenges arising from exogenous
sources require a strong network of international and
institutional relations. The Bank of Mauritius (Bank)

continues to place much emphasis on the reinforcement
of its International and Institutional Relations with key
stakeholders, both locally and internationally for the
effective discharge of its mandate.

1. COOPERATION WITH INTERNATIONAL ORGANISATIONS

In view of contemporary global challenges including,
inter-alia, digitalisation, cybersecurity, geo-economic
fragmentation and climate change, cooperation with
key international organisations is a prerequisite for the
Bank to consistently maintain its high standards.

As such, since 2020, the Bank has strengthened its
partnership with multilateral organisations, with a
particular focus on:

- The International Monetary Fund (IMF)
- The World Bank Group (WBG)

- The Organisation for Economic Co-operation and
Development (OECD)

- The Bank for International Settlements (BIS)
The Financial Action Task Force (FATF)

Initiatives at the level of the Organisation for Economic Co-operation and Development

Work is ongoing on the accession process for Mauritius
to become the first African country member of the
OECD.

In the wake of the Memorandum of Understanding
signed in September 2018 by the Prime Minister of
the Republic of Mauritius, the Honourable Pravind
Kumar Jugnauth and the Secretary General of the
OECD, Mr Mathias Cormann, and which laid down
the foundations for collaboration between the OECD
and Mauritius to promote economic cooperation and
development, a Mauritius Country Desk has been set
up at the OECD.

World Bank Office

The genesis of the hosting of the World Bank Office by
the Bank of Mauritius lies in the Budget Speech 2023-
2024. On that front, much progress has been achieved
and a formal event took place on 23 September 2024

2. LOCAL AND INTERNATIONAL RECOGNITIONS

The Mauritius Country Desk is tasked with the conduct of
the Economic Survey for Mauritius. It is also supporting
Mauritius in its work on its medium- and long-term
economic objectives. On 6 September 2024, the OECD
Secretary General was in Mauritius for the signing of the
Memorandum of Understanding for the OECD Country
Programme and the launch of the OECD Investment
Review for Mauritius. It is expected that the report of the
Economic Survey of Mauritius will be ready for launch in
March 2025. During the official visit of the OECD Secretary
General, the Bank also hosted the first Annual OECD
Roundtable on Banking and Financial Markets which was
attended by many African central bank Governors.

for the launch of the World Bank Office in the presence
of its Regional Director. The Office will be up and
running before the end of the year.

Grand Commander of the Order of the Star and Key of the Indian Ocean (G.C.S.K.)

The Governor of the Bank of Mauritius, Mr Harvesh
Kumar Seegolam, has been elevated on 12" March
2024 to the rank of G.C.S.K. for his exceptional
contribution to the banking sector. This prestigious

accolade, which is the highest civilian award bestowed
by the State, recognises the Governor’s outstanding
involvement in maintaining financial stability, especially
in an unparalleled and challenging environment.
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Global Finance - Central Banker Report Cards 2023

The initiatives implemented by Governor Seegolam,
G.C.S.K. during his mandate transcended our
national boundaries. In October 2023, Global Finance
conferred upon him an ‘A’ grade as part of the Central

3. ACADEMIC COOPERATION

In its continued efforts to foster scientific and economic
research, the Bank entered into a Partnership Agreement
with the prestigious Toulouse School of Economics-
Partenariat Foundation (TSE-P), led by Professor Yassine
Lefouili and Nobel Prize Laureate Professor Jean Tirole.

Building on the success of the previous year, the Bank
remains the third central bank globally to partner with
TSE, following the Banque de France and the Banque
Centrale du Luxembourg. This partnership continues
to drive ambitious scientific and research activities in
the fields of monetary economics and financial stability.

Banker Report Cards 2023 in recognition of his
outstanding contribution in the fight against inflation
and maintenance of economic and financial stability in
the country.

The first TSE-BoM workshop was organised in
Mauritius from 19 to 21 September 2023. In April 2024,
the Bank and TSE organised the second TSE-BoM
workshop in Toulouse from 18 to 19 April 2024. This
event which was attended by four staff from the Bank
brought together prominent economists and finance
professionals to discuss cutting-edge research and
developments in economic and financial stability. The
workshop further cemented the collaborative spirit of
the partnership and underscored the mutual benefits
of this academic alliance.

4. REPRESENTATION OF THE BANK WITHIN INTERNATIONAL ORGANISATIONS

The Bank considers international cooperation as a
pivotal mechanism to establish and strengthen stable
cooperative ties with other central banks, supervisory
and regulatory authorities and international institutions.
In this respect, the Bank is a member of numerous
international organisations, which facilitates the
transfer and exchange of knowledge, experience and
good practices between the Bank and other central
banks/international organisations through a plethora of
activities, such as meetings, conferences, discussions,
workshops, seminars, staff secondments, expert visits,
technical assistance and training programmes among
others.

Since 2020, the Bank has become a member of
several international bodies such as the Network for
Greening the Financial System (NGFS), the Groupe
des Superviseurs Bancaires Francophones (GSBF),
the Basel Consultative Group (BCG), the OECD
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International Network on Financial Education (OECD-
INFE), the Global Financial Innovation Network (GFIN),
Groupe des Directeurs de la Formation et de la
Coopération des Banques Centrales Francophones
(GDFCBCF).

The Annual meetings of the Association of African
Central Banks (AACB) for 2024, comprising technical
meetings, Bureau meeting, Symposium on the theme:
“using big data analysis, interest rates, and artificial
intelligence in the fight against inflation”, and the 46"
Ordinary Meeting of the Assembly of Governors were
held in Mauritius from 30 August 2024 to 4 September
2024. The Governor of the Bank of Mauritius was
unanimously appointed as Chairperson of the AACB
for a period of one year during the meeting of the
Assembly of Governors. The AACB meeting was
followed by the launch of the Innovation Hub on
4 September 2024.
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5. CONFERENCES, WORKSHOPS AND SEMINARS HOSTED BY THE BANK

In 2024, the Bank strengthened its commitment to
international best practices and experience-sharing
on key economic and monetary matters by hosting
a series of high-profile conferences, workshops, and

seminars. These events, organised in partnership with
renowned global organisations, have been pivotal in
fostering dialogue and knowledge exchange among
international experts and leaders.
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The Bank hosted/co-hosted among others:

FinCoNet Annual General Meeting & International
Seminar from 22 to 24 November 2023;

Banque de France Regional Seminar on “La lutte
contre le blanchiment de capitaux et le financement
du terrorisme”, from 20 to 22 February 2024;

International Conference on “Cap sur la finance
durable en Afrique”, with the participation of
Agence Francgaise de Développement, from 26 to
27 February 2024,

Réunion pléniere du Groupe des Superviseurs
Bancaires Francophones (GSBF), from 21 to 22
March 2024;

18-eme Réunion Annuelle du Groupe des
Directeurs de la Formation et de la Coopération
des Banques Centrales Francophones, from 24 to
27 April 2024;

2" TSE-BoM Workshop, from 18 to 19 April 2024
in Toulouse;

EARS
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- AACB Technical Committee Meeting, from 30
August — 1 September 2024;

- AACB Bureau Meeting on 2 September 2024;

- 46" Ordinary Meeting of the AACB Assembly of
Governors on 4 September 2024 preceded by
a Symposium on the theme: “Using Big Data
Analysis, Interest Rates, and Artificial Intelligence in
the Fight against Inflation” on 3 September 2024;

- Launch of the Innovation Hub on 4 September
2024; and

- 1%t Annual OECD African Roundtable on Banking
and Financial Markets, from 5 to 6 September
2024.

The Bank was also privileged to welcome the Governor
of the Banque de France on 30 August 2024 for a talk
on economic growth and monetary policy to its staff
and regulatees.
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6. COOPERATION AGREEMENTS

As at 30 October 2024, the Bank's network Partnership Agreements and Exchange of Letters —
of partnerships has reached 64 agreements including 44 agreements reached with international
of cooperation, in the form of Memoranda of institutions and 20 with local institutions.
Understanding, = Memoranda of  Cooperation,

Foreign Agreements of Cooperation signed by the Bank of Mauritius

Central Bank of Eswatini (Exchange of Letters) 04-Sep-24
Banque Centrale de Mauritanie (Exchange of Letters) 04-Sep-24
Bank of Namibia (Exchange of Letters) 04-Sep-24
Bank of Tanzania (Exchange of Letters) 04-Sep-24
Bank of Uganda (Exchange of Letters) 04-Sep-24
Bank of Zambia (Exchange of Letters) 04-Sep-24
Banky Foiben’i Madagasikara (Exchange of Letters) 04-Sep-24
L'Institut d'Emission des Départements d'Outre-Mer (Accord de Coopération) 30-Aug-24
Agence Francaise de Développement Feb-24
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Banque des Etats d’Afrique Centrale (BEAC) 18-Sept-23
Toulouse School of Economics 07-Jul-24
Tripartite Déclaration D’Intention between France, Bank of Mauritius and

Bank of Djibouti 30-Mar-23
National Institute of Bank Management (NIBM) 19-Jan-23
Banco de Cabo Verde 10-Sep-22
Banque de France 21-Mar-22
Central Bank of Kuwait (Exchange of Letters) 13-Mar-22
Autorité de contrble prudentiel et de résolution (ACPR) 21-Mar-22
Dubai Financial Services Authority (DFSA) 16-Mar-22
Central Bank of the United Arab Emirates (CBUAE) 15-Mar-22
Banque Centrale des Comores 18-Feb-22
Dubai International Financial Centre (DIFC) 24-Jan-22
Commission de Surveillance du Secteur Financier (CSSF) 14-Dec-21
Bank of Ghana 26-Nov-21
Central Bank of the Russian Federation 13-May-21
Bangko Sentral ng Pilipinas (BSP) 01-Mar-21
Deutsche Bundesbank 14-Dec-20
Bank Al-Maghrib (Controle Bancaire & Cooperation Generale) 18-Oct-19
China Banking and Insurance Regulatory Commission 22-Jan-19
Commission de Supervision Bancaire et Financiere de Madagascar 01-May-15
Central Bank of Nigeria 04-Dec-14
Reserve Bank of Zimbabwe 01-Nov-14
Central Bank of Sudan 22-May-14
Registrar of Financial Institutions, Malawi 07-Dec-12
Reserve Bank of India 03-Dec-12
Maldives Monetary Authority 19-Dec-11
Central Bank of Kenya 09-Aug-11
Bank Negara Malaysia 07-Oct-10
Hong Kong Monetary Authority 18-Jun-08
Central Bank of Seychelles 02-May-06
The Bank Supervision Department of the South African Reserve Bank 25-Jan-05
Banco de Mocambique 15-Mar-04
State Bank of Pakistan 26-Jan-04
Commission Bancaire Francaise 02-Nov-99
Jersey Financial Services Commission 15-dan-99
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Local Agreements of Cooperation signed by the Bank of Mauritius

Institution

Date Signed

MoU between the Bank of Mauritius and the University of Mauritius 22-May-23
MoU between the Bank of Mauritius and the National Sanctions Secretariat 02-May-23
Tripartite MoU among the Bank of Mauritius, the Ministry of Information Technology,

Communication and Innovation and the Mauritius Police Force 15-Apr-22
Tripartite MoU among the Bank of Mauritius, the Ministry of Information Technology,

Communication and Innovation and the Registrar of Civil Status 15-Apr-22
Counter Terrorism Unit 04-Feb-22
Mauritius Research and Innovation Council 11-Oct-21
Information and Communication Technologies Authority (ICTA) 14-Jul-21
Financial Reporting Council 09-Dec-20
Economic Development Board 11-Nov-20
Local AML/CFT Supervisors (Memorandum of Cooperation) 27-Aug-20
Tripartite MoU between the Bank of Mauritius, the Financial Services Commission,

and the Economic Development Board 19-May-20
Mauritius Police Force (Memorandum of Cooperation) 25-Jan-19
Tripartite MoU among the Financial Services Commission, Financial Intelligence Unit

and Bank of Mauritius 19-Sep-18
Independent Commission Against Corruption 24-Nov-14
Registrar of Cooperative Societies 14-Aug-14
Competition Commission of Mauritius 26-Aug-10
Mauritius Revenue Authority 31-Dec-09
Financial Intelligence Unit 12-Nov-09
Statistics Mauritius (formerly Central Statistics Office) 01-Mar-09
Financial Services Commission 01-Dec-02
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The Global Economy
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The global economy remained resilient during
FY2023-24 despite an environment characterised by
lingering geopolitical tensions and still high interest
rates. Buoyant consumer and government spending,
favourable supply-side developments and improved
trade developments, were among the key factors that
supported economic activity. The diverging growth
pathways across economies at the turn of 2024, in
view of their heterogenous economic structures, have
somewhat narrowed on the back of dissipating cyclical
factors.

In its July 2024 World Economic Outlook (WEQ)
Update, the IMF projected global growth to remain
rather stable at 3.2 per cent in 2024 and to increase
marginally to 3.3 per cent in 2025. The growth forecast
for 2024 was unchanged compared to the projection

¢ ot
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made in April 2024 while that for 2025 was upgraded
by 0.1 percentage point (pp). Growth projection for
advanced economies remained unchanged at 1.7
per cent in 2024 due to slower growth momentum in
US and Japan while emerging market and developing
economies’ growth was revised upwards by 0.1 pp
to 4.3 per cent owing to anticipated robust activity in
Asia, particularly India and China.

Global inflation declined considerably in FY2023-24,
with inflation gradually converging towards central
banks’ respective targets, mainly on the back of
favourable global commodity price developments and
effects of tight monetary policies. The IMF, in its July
2024 WEQO Update, forecast global inflation at 5.9 per
cent in 2024 and at 4.4 per cent in 2025.
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The disinflation process provided some central banks
leeway to adopt a gradual dovish stance. Among
advanced economies, the European Central Bank
(ECB) lowered its key policy rate by 25 basis points
to 4.25 per cent at its June 2024 meeting, mainly on
account of fading price pressures and an improved

Domestic Economic Performance

The domestic economy maintained a solid growth
performance in FY2023-24, supported by the main
pillars of activity. Real GDP expanded by 7.0 per
cent in 2023, with major economic sectors, such as
tourism and construction, providing the necessary

inflation outlook. The US Fed and the Bank of England
(BoE) kept their respective policy rates unchanged as
they viewed that a restrictive monetary policy was still
required to address the upside risks to the near-term
inflation outlook, although they were widely expected
to start cutting their rates in 2024H2.

impetus to growth. The healthy performance of 7.1
per cent registered in 2024H1 further supports the
post-pandemic robust growth pathway. The growth
momentum is expected to persist, with real GDP
growth projected at 6.5 per cent for 2024 (Chart 4.1).

Chart 4.1: Real GDP Growth
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The services sector, encompassing, inter alia, tourism,
financial and insurance activities, wholesale and retail
trade and other professional services, remained the
engine of growth, contributing to nearly 75 per cent
of GDP. The °‘Accommodation and food service
activities’ sector grew by 26.8 per cent in 2023, with a
contribution of 1.7 pp to real GDP growth. In 2023, the
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island was visited by 1,295,410 tourists, representing
a surge of around 30 per cent compared to 2022,
which contributed favourably to the country’s external
performance (Chart 4.2). In line with the resurgence
in tourist arrivals, tourism earnings were also buoyant,
posting a record high of approximately Rs86 billion in
2023 (Chart 4.3).
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The sector’s growth momentum was sustained in
2024H1, with tourist arrivals totaling 645,549 and
constituting a recovery rate of around 99 per cent
relative to the 2019 level. The European continent
remained the main source market for Mauritius,
accounting for nearly 65 per cent of total tourist arrivals.
The average length of stay of tourists stood at 11.6
nights in 2024H1, well above 10.5 nights in 2019H1.

Chart 4.2: Tourist Arrivals
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Tourism earnings aggregated Rs44.4 billion in 2024H1,
higher by 6.5 per cent from a year ago. Going forward,
benefitting from aggressive promotional campaigns,
improved air connectivity, diversification of the tourism
base as well as strong demand for holiday travel, the
tourism sector is expected to maintain its buoyancy,
with an estimated 1.4 million tourists in 2024.

Chart 4.3: Tourism Earnings
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The robust growth performance of the tourism sector
spilled over to the ‘Transportation and storage’ sector
which grew, on average, by 5.3 per cent in 2024H1,
after expanding by 8.9 per cent in 2023. Sustained
investment spending on major capital projects
bolstered growth in the construction sector, with an
expansion of 37.4 per cent in 2023 and 51.4 per
cent in 2024H1. This growth momentum is expected
to persist, going forward, with Government investing
heavily in public infrastructure projects.

The ‘Financial and insurance activities’ sector,
considered as another engine of growth, expanded

by 4.3 per cent in 2023 and 5.6 per cent in 2024H1.
The country has forged a strong reputation of an
International Financial Centre of excellence adhering to
international standards. This has largely benefitted the
sector and spurred growth across other professional
services sectors. The ‘Manufacturing’ sector expanded
by 2.1 per cent in 2023 and further by 2.9 per cent
in 2024H1, driven mainly by the ‘sugar’ and ‘food’
sub-components offsetting the contraction noted in
the ‘textile’ sub-sector. The ‘Agriculture, forestry and
fishing’ sector maintained its momentum, registering
double-digit growth of 13.9 per cent in 2023 and
expansion of 5.6 per cent in 2024H1.

53



Macroeconomic and Financial Overview

Sectoral Performance
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On the expenditure side, growth was backed by
appreciable household consumption and ongoing
investment in major infrastructural projects. Growth
of final consumption expenditure stood at 1.5
per cent in 2023, supported by higher household
consumption spending which counterbalanced the
contraction in government spending. In 2024H1,
final consumption expenditure rose by 3.9 per cent,
led by both household and government spending.
Investment spending, measured by Gross Fixed
Capital Formation (GFCF), increased by 30.7 per cent
in 2023, buttressed by both public and private sector

Labour Market

The labour market remained resilient in FY2023-24,
reflecting broad-based momentum in the different
economic sectors of activity, as well as positive impetus
from labour market policies. The unemployment rate
maintained its downward trajectory, falling from an
average of 6.9 per cent in FY2022-23 to an average
of 6.2 per cent in FY2023-24. Both the female and
youth unemployment rates fell to historically low levels.
The female unemployment rate dropped to 8.6 per
cent in FY2023-24 while the youth unemployment rate
declined to 18.0 per cent.

Looking ahead, further progress is anticipated in
the labour market, underpinned by the expected

FY2022-23

Youth

Unemployment
rate

6.9%

Male

Female

Sources: Statistics Mauritius and Bank of Mauritius Staff calculations.

investment. The strong performance continued in
2024H1, with expansion of 33.8 per cent in GFCF.

On the external front, net exports of goods and
services remained a drag on economic activity.
Exports of goods and services expanded by 0.2 per
cent in 2023 and 7.4 per cent in 2024H1, mainly
driven by the robust performance of the tourism
industry. Imports of goods and services increased by
3.9 per cent in 2023 and 0.7 per cent in 2024H1,
reflecting the improvement in domestic demand and
higher spending on capital projects.

expansion in economic activity and policy measures
to tackle structural rigidities. Ongoing pro-female
incentives announced in the Budget 2024-25,
particularly the flexibility introduced to the “Prime a
I'emploi” scheme, are likely to support female workers
integrate the labour market. Streamlined foreign
labour policy measures, such as reduced Occupation
Permit threshold, new temporary Occupation
Permits and removal of quotas on foreign labour in
strategic sectors, will contribute in addressing labour
shortages. In addition, training initiatives in targeted
emerging sectors such as the application of Artificial
Intelligence, will help to strengthen productivity
growth going forward.

FY2023-24

Unemployment

rate
6.2%
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Price Developments

The Consumer Price Index (CPI) is calculated on an
updated basket of goods and services, effective April
2024 and is derived from the 2023 Household Budget
Survey conducted by Statistics Mauritius. The base
period for the new CPI series is the twelve-month
period spanning from January to December 2023.
The weights of the various components of the CPI
basket have been revised accordingly. Moreover, the
CPI now includes items from thirteen divisions instead
of twelve previously, as per the latest Classification of
Individual Consumption According to Purpose.

Domestic inflation maintained a downward trend during
FY2023-24, driven by a confluence of both international
and domestic factors. These included, inter alia,
declining global commodity prices, receding trading-
partner inflation, lasting effects of past monetary policy
tightening and the rebalancing of domestic demand
and supply conditions. Headline inflation, as measured
by the percentage change in the yearly average CPI,
more than halved, from 10.5 per cent in June 2023 to
4.5 per cent in June 2024. It thus moved back within
the Bank’s target range of 2 to 5 per cent for the first
time since the introduction of the new Monetary Policy
Framework in January 2023 (Chart 4.4).

Chart 4.4: Headline and Core Inflation (12-month average)
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Year-on-year (y-o0-y) inflation, defined as the percentage
change in the CPI of a given month compared to the
same month of the preceding year, also remained
entrenched on a firm decelerating path, dropping from
7.9 per cent to 2.2 per cent over the same period
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(Chart 4.5). The normalisation of fresh vegetables
prices and the decline in Mogas prices in January
2024 had a positive effect in helping to bring down
inflationary pressures.
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Chart 4.5: CPI and Core Inflation (Y-o0-y)
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Core measures of inflation which essentially provide an
assessment of underlying demand pressures, were also
on a downward trend. On a 12-month average basis,
CORET1 inflation, which excludes the price effects of food
items, softened from 8.7 per cent in June 2023 to 2.5
per cent in June 2024. COREZ2 inflation, which further
adjusts for movements in energy and administered
prices, also subsided from 7.0 per cent to 3.8 per cent
over the same period. On a y-o-y basis, CORE1 and
CORE2 inflation receded from 3.6 per cent and 5.0 per
cent in June 2023 to 2.0 per cent and 3.3 per cent,
respectively, in June 2024. Previous monetary policy
tightening helped in inhibiting demand-side pressures,
while keeping inflation expectations well-anchored.

The main contributors to headline inflation in June
2024 were ‘Food and Non-Alcoholic Beverages’ (1.8
pp), ‘Alcoholic Beverages and Tobacco’ (0.9 pp) and
‘Housing, Water, Electricity, Gas and Other Fuels’
(0.6 pp).
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Food items, which have a relatively important weight
in the CPI basket, experienced a favourable outturn
after the supply shock emanating from adverse
weather conditions in 2024Q1. Food inflation dropped
from double digit figures at the beginning of 2024 to
2.8 per cent in June 2024, supported by improved
supply of domestically-produced fresh vegetables.
In addition, fuel prices contributed to deflationary
pressures as from February 2024. Prices of domestic
petroleum products, namely Mogas, were lowered by
around 4 per cent in January 2024, which pushed
down y-o-y fuel inflation into negative territory through
to June 2024. Y-o-y goods inflation decelerated
sharply, settling at 2.2 per cent in June 2024, largely
attributable to the decline in international commodity
prices and lower trading-partner inflation. Y-o-y
services inflation also moderated to 2.6 per cent in
June 2024.
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Contributors to Headline Inflation

Food and
Non-Alcoholic Beverages
(1.8 pp)
Personal Care, Social - Alcoholic Beverages
Protection and Miscellaneous and Tobacco
Goods and Services (0.9 pp)
(01 pp) N
it S
Insurance and Clothing and
Financial Services Footwear
(0.1 pp) (0.1 pp)
Headline
inflation 4.5% \

Restaurants and
Accommodation Services
(0.3 pp)

Education Services
(0.1 pp)

Recreation, Sports
and Culture
(0.1 pp)

Information and
Communication
(0 pp)

Monetary Developments

Annual growth in bank loans' to the private sector?
decelerated from 7.5 per cent in June 2023 to reach
a trough of 4.3 per cent in January 2024, following
which it gradually recovered to reach 6.6 per cent in
June 2024. Y-o0-y growth in bank loans to corporates®
receded from 3.2 per cent in June 2023 to 2.0 per
cent in June 2024 while bank loans to households
slowed from 12.9 per cent in June 2023 to 11.7 per
cent during the period under review.

Housing, Water,
Electricity, Gas and
Other Fuels

(0.6 pp)

Furnishings, Household
Equipment and Routine
Household Maintenance
(0.2 pp)

Transport
(-0.2 pp)

As at end-June 2024, the household sector contributed
5.4 pp to the y-o-y growth in bank loans to the private
sector, largely driven by housing loans. Household loans
extended for ‘other purposes’, representing around
one-third of total loans to households, contributed to
around 4.2 pp to the annual growth in household sector
loans. The corporate sector contributed around 1.1 pp
to the growth in total bank loans to the private sector in
June 2024, mostly driven by the ‘Real estate activities’
sub-sector.

" Loans include only facilities extended by banks in the form of loans, overdrafts and finance leases.
2 Comprises of Other Nonfinancial Corporations (‘ONFCs’), households and Non-Profit Institution Serving Households (NPISHS).

3 Corporates refer to ONFCs.
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Chart 4.6: Contribution to Private Sector Loan Growth
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External Sector Developments

The current account deficit improved in FY2023-24,
as the strong performance of the tourism sector and
high global interest rates led to higher surpluses in the
services and primary income accounts of the balance
of payments. The current account deficit is estimated
to have declined from Rs45.8 billion in FY2022-23 (or
7.4 per cent of GDP) to Rs33.4 billion (or 4.7 per cent
of GDP) in FY2023-24.

The deficit in the goods account widened by Rs5.8
billion to Rs168.9 billion in FY2023-24, reflecting a
decline in exports and a rise in imports. The services
account posted a higher surplus of Rs49.1 billion
resulting mostly from the rise in gross tourism earnings,
from Rs81.3 billion in FY2022-23 to Rs88.7 billion in
FY2023-24. The primary income account recorded
a higher surplus of Rs118.6 billion, benefitting from
the ongoing high global interest rates and continued
growth in residents’ net assets. The deficit on the
secondary income account was estimated at Rs32.2
billion in FY2023-24.

BN Households
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e Bank Loans to the private sector

The country recorded an overall balance of payments
surplus of Rs61.4 bilion in FY2023-24 as against a
deficit of Rs44.2 billion in FY2022-23. Net inflows in the
financial account have been estimated at Rs35.3 billion
in FY2023-24, mainly driven by ‘portfolio investment’
and ‘other investment’ net inflows. The direct investment
account, inclusive of Global Business Licence Holders’
(GBLHs) transactions, posted net outflows of Rs105.9
billion. Excluding GBLHSs transactions, direct investment
by non-residents in Mauritius, net of repatriation,
amounted to Rs35.1 bilion while direct investment
abroad, net of repatriation, amounted to Rs1.1
billion. Net inflows in the portfolio investment account
amounted to Rs118.1 billion, reflecting non-residents’
investment in equity securities of GBLHs, as well as
part repatriation of banks’ investment in foreign debt
securities. The ‘other investment’ account registered
net inflows of Rs83.6 billion, mostly reflecting external
borrowings by GBLHs and non-reisdents’ deposits at
banks. General Government received net disbursement
of external loans amounting to Rs0.1 billion.

59



Macroeconomic and Financial Overview

Reserves

The Gross Official International Reserves of the country,
principally comprising the gross foreign assets of the
Bank and reserve position in the IMF, stood at Rs389.6
billion (USD8.2 bilion) as at end-June 2024. The
external reserves of the country remained adequate
as a buffer against external shocks, representing 12.9
months of imports as at end-June 2024, based on
the value of imports of goods (f.0.b.) and non-factor
services for the calendar year 2023.

The reserve portfolio of the Bank benefitted from
favourable market dynamics, notably the high
interest rates in the global environment as well as the

International Investment Position

Preliminary estimates of the International Investment
Position (IIP) of Mauritius as at end-March 2024
indicate a net foreign asset position of Rs1,942 billion
(equivalent to USD42 billion). Claims on non-residents
stood at Rs26,881 billion (equivalent to USD576 billion)
while liabilities to non-residents amounted to Rs24,939
billion (equivalent to USD534 billion).

The net foreign asset position of the Global Business
Companies (GBC) sector stood at Rs1,391 billion
(equivalent to USD30 billion) as at end-March 2024.
GBCs’ claims on non-residents amounted to Rs25,033
billion (equivalent to USD536 billion) while their liabilities
to non-residents stood at Rs23,642 billion (equivalent
to USD507 billion). The net foreign asset position of
the non-GBC sector stood at Rs552 billion (equivalent
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commendable performance of selected asset classes
during FY2023-24. A share of the reserve portfolio
continued to be invested in ESG financial instruments,
with the issuers of these financial instruments
advocating low carbon footprints amongst others.

The prioritisation of security, liquidity and return
continued to dictate the management of the foreign
exchange reserves of the Bank. These guiding
principles are embedded in the Strategic Asset
Allocation framework as well as the Investment Policy
Statement — as approved by the Board of the Bank as
per the statutory requirements.

to USD12 billion) as at end-March 2024. Non-GBC
residents’ claims on non-residents amounted to
Rs1,849 billion (equivalent to USD40 billion) while
their liabilities to non-residents totalled Rs1,297 billion
(equivalent to USD28 billion).

The net IIP of banks and non-bank deposit-taking
institutions rose from Rs520 billion (equivalent to
USD11 billion) as at end-June 2023 to Rs544 billion
(equivalent to USD12 billion) as at end-March 2024.
This rise was largely driven by increases in banks’
stock of foreign currency deposits abroad and loans to
non-residents, which more than offset the rise in their
stock of external liabilities in terms of foreign currency
deposits from non-residents.
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Box 1: Improvement in Compilation and Dissemination of Bank of Mauritius
Statistics

During FY2023-24, the Bank of Mauritius (Bank) made major strides in its statistical function,
buttressing its chances of graduating from its status as an IMF SDDS* country to an IMF
SDDS plus® country. It expanded the range of statistics that it compiles and disseminates,
while improving the quality and timeliness of data releases.

Release of Quarterly Other Financial Corporations survey results

The compilation of monetary and financial statistics is based on the concepts and principles
defined in the IMF’s Monetary and Financial Statistics Manual and Compilation Guide 2016.
The Bank has been compiling its sectoral balance sheet as well as those of banks and Non-
Bank Deposit Taking Institutions (NBDTIs), culminating into the derivation of a Depository
Corporations Survey (DCS). The latter is a consolidated statement of the stocks and flows
of these three institutional units designed to facilitate the analysis of major variables, such as
broad money, domestic claims, and depository corporations’ foreign assets and liabilities.

With global financial transactions becoming more complex and Mauritius as an International
Financial Centre (IFC), expanding monetary and financial statistics to include financial
corporations other than the central bank, banks, and NBDTls— classified as Other Financial
Corporations (OFCs)—was considered essential.

The Bank has intensified its efforts to compile OFC statistics since October 2021. It worked
in close collaboration with the Financial Services Commission (FSC), under whose purview
the OFCs operate, to validate the results of the OFC surveys. The Bank also obtained
technical assistance from the IMF in October 2022 to assess and review the available
data sources for the OFCs, as well as the quality of the data being compiled. After several
rounds of verification and validation, the survey responses improved materially, allowing the
Bank to finally be able to disseminate the OFC survey results in July 2023. Since then, the
OFC survey results are disseminated to the public on a quarterly basis, within four months
from the reference period, on the Bank’s website as well as in the Bank’s Monthly Statistical
Bulletin.

4 The SDDS (Special Data Dissemination Standard) was established by the IMF in March 1996 with the intention to guide
its members in the provision of their economic and financial data to the public. Subscription to the SDDS reflects the
enhanced availability of timely and comprehensive statistics, thereby contributing to the pursuit of sound macroeconomic
policies and the improved functioning of financial markets. The SDDS identifies four dimensions of data dissemination —
data coverage, periodicity, and timeliness; access by the public; the integrity of the disseminated data; and the quality
of the disseminated data.

5 The SDDS plus was established in 2012 by the IMF as the third and highest tier of the data standards initiatives to
enhance the scope of economic and financial statistics being disseminated to the public by its member countries.
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Release of Quarterly International Investment Position statistics

Another significant achievement for the Bank in FY2023-24 has been the quarterly release
of International Investment Position (IIP) data for Mauritius, effective from April 2024. Until
then, the IIP had been released on an annual basis, with a significant lag. As an IFC, it was
important for Mauritius to produce higher frequency IIP statistics to keep policymakers, as
well as other stakeholders, better informed of the evolving net IIP position of the country. The
availability of this statistics boosts the transparency of the Mauritius jurisdiction, placing the
country at par with major advanced economies and contributing to facilitate the country’s
access to international capital markets. They can also serve for policy-making purposes,
stress testing exercises, as well as monitoring and planning financial sector development.

The release of quarterly IIP for the country was partly made possible by the publication of
quarterly OFC survey results as from July 2023. Moreover, the Bank launched quarterly
Foreign Assets and Liabilities survey as from January 2023 to meet the required timeliness
for the compilation of quarterly IIP, collecting data on some 270 non-financial corporate
sector entities’ foreign assets and liabilities. In parallel, the Bank stepped up its efforts
to close remaining data gaps for the timely compilation of quarterly 1IPs. Throughout this
journey, the Bank obtained the support of two IMF technical assistance missions in August
2022 and January 2024. The quarterly IIP for Mauritius are disseminated to the public
within four months from the reference period, both on the Bank’s website and the Bank’s
Monthly Statistical Bulletin.

Graduating to SDDS plus status

It may be recalled that Mauritius had graduated to SDDS in February 2012, becoming the
second Sub-Saharan African country to subscribe to this globally recognised Standard
after it met the criteria required under the SDDS categorisation. With Mauritius now
contemplating graduating to SDDS plus, the publication of quarterly OFC survey results
and IIP statistics would reinforce the country’s eligibility to achieve this objective.
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Box 2: Monetary Policy Decisions

The MPC maintained the Key Rate at 4.50 per cent per annum at its meetings held in
September and November 2023 and in April and July 2024. The MPC carefully scrutinised
latest developments shaping the global and domestic economic context and deliberated on
their implications for domestic growth and inflation trajectories, while assessing the emergent
risks to the outlook.

Main considerations underlying the MPC’s decisions:

Global economic activity remained resilient in FY2023-24. Strong private consumption and
government spending, coupled with favourable supply-side developments, supported global
activity, despite prevailing geopolitical tensions and the still high interest rate environment.
Leading economic indicators, notably the Global Purchasing Managers’ Indices pointed
towards ongoing expansion. However, the pace of growth varied across different economies,
reflecting country-specific factors. While the US economy registered better-than-expected
growth, activity in the euro-area and UK recovered at the turn of 2024 following near stagnation
in 2023H2. Key emerging market and developing economies such as China and India saw
sustained economic growth, driven by robust domestic demand.

Global inflation subsided, owing to lower global commodity prices associated with
normalising global supply chains and the effects of tight monetary policies. Food prices
moderated significantly, reflecting improved supply conditions. However, oil prices remained
subject to uncertainties stemming from heightened geopolitical tensions and decisions of
OPEC+ members’ production cuts. The decline in core inflation has been more gradual
across countries, reflecting persisting strength in labour markets and sticky services inflation.
Overall, inflation continued to converge steadily towards central banks’ targets across major
economies.

Visible progress on the inflation front allowed policymakers to switch to a gradual dovish
monetary policy stance. However, some central banks opted to leave their policy rates
unchanged to ensure that past monetary policy decisions fully work through their economies
and keep inflation firmly hooked. Main central banks, including the US Fed, BoE and ECB
indicated continuous monitoring of incoming economic data, in particular the inflation
trajectory towards their respective central banks’ targets, before easing monetary policy. With
the inflation outlook improving markedly, the ECB lowered its key policy rate by 25 basis
points to 4.25 per cent at its June 2024 meeting. Among emerging economies, the central
bank of Brazil was at the frontline of the easing cycle, with a cumulative 325 basis points cut
between end-June 2023 and end-June 2024.

The domestic economy sustained a robust growth momentum through FY2023-24,

bolstered by broad-based dynamism across key economic sectors. The tourism sector has
been largely vibrant, given the steady flow in tourist arrivals. The tourism sector is expected
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to further benefit from increased demand for holiday travel and flight connectivity as well
as diversification of markets, and induce positive spillover effects onto related sectors. The
financial sector remained an important driver of growth, helped by authorities’ concerted
efforts to cement the international reputation of the Mauritian IFC.

The construction sector maintained an impressive performance, mainly on account of large-
scale infrastructure projects, and is expected to further underpin investment expenditure. The
buoyancy in economic activity underscored the improvement in labour market conditions,
with strong employment creation. The Bank forecast real GDP growth at 6.5 per cent for
2024.

Domestic inflation dynamics provided concrete evidence that the disinflationary process
was firmly underway. Headline inflation dropped steadily from 10.0 per cent in July 2023 to
4.5 per cent in June 2024, moving within the Bank’s inflation target range of 2-5 per cent.
Year-on-year inflation also remained entrenched on a downward trajectory, falling to 2.2 per
cent in June 2024. Inflation is expected to continue subsiding towards the Bank’s midpoint
target of 3.5 per cent owing to favourable global commodity price developments, budgetary
measures and a tight monetary policy stance keeping inflation expectations well anchored in
the economy. The Bank projected headline inflation to close at around 4.9 per cent by end-
2024.%

The MPC viewed that domestic growth remained resilient, with broad-based growth spanning
across a wide spectrum of sectoral activities, and occurred against a backdrop of declining
inflation. The MPC weighed the risks to growth and inflation outlooks and estimated that the
lagged effects of past monetary actions were still working through the economy. The MPC
concurred that the monetary policy stance was appropriate and warranted no change in the
Key Rate.

8 Forecast from MPC meeting held in July 2024.
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Financial Markets
Monetary Policy Framework

The Bank pursued its monetary policy operations in
line with the monetary policy framework implemented
since January 2023. With the objective to further
strengthen the monetary policy transmission and
in light of market developments, some operational
changes were brought to the framework as from July
2023. The main instrument for monetary operations,

Implementation of Monetary Policy

The Bank conducted open market operations to curtail
the rupee excess liquidity in the banking system and
steer the operating target close to the Key Rate. The
Bank used a combination of short-term and medium-
term securities issued at market-determined rates, as
well as the Overnight Deposit Facilities and 7-Day BoM
Bills issued at the Key Rate in pursuit of its objectives.

An aggregate amount of Rs110.6 bilion BoM Bills
were issued in the 91-Day, 182-Day and 364-Day
tenors during FY2023-24. Weekly issuances of the
7-Day BoM Bills on tender basis at the fixed rate of
4.50 per cent ranged between Rs1.0 to Rs5.0 billion.
In addition, Two-Year BoM Notes for a total amount of
Rs29.2 billion were issued during FY2023-24 as part
of liquidity management operations.

With the operational changes brought to the monetary
policy framework, banks channeled surplus funds

the 7-Day Bank of Mauritius (BoM) Bills, which was
previously issued on a full allotment basis, is now being
issued on a tender basis at the fixed rate equal to the
Key Rate. The interest rate corridor was widened from
200 basis points to 300 basis points with the Overnight
Deposit and Lending Facilities being available at banks’
discretion at + 150 basis points around the Key Rate.

to the Overnight Deposit Facility at the rate of 3.00
per cent, starting 7 July 2023. Overnight deposits
peaked at Rs89.5 billion during FY2023-24. As banks
were flushed with liquidity, they did not have recourse
to the Overnight Lending Facility during the year.

Given the significant increase in open market
operations conducted by the Bank, the level of
outstanding BoM instruments surged from Rs138.5
billion as at end-June 2023 to Rs150.3 billion as at
end-June 2024.

In addition to rupee operations, an aggregate amount
of Rs15.4 billion was mopped up through the sale of
US dollars on the domestic foreign exchange market
during FY2023-24. As a result of all open market
operations, the rupee excess liquidity dropped from
an average of Rs12.6 billion in FY2022-23 to an
average of Rs2.7 billion in FY2023-24 (Chart 4.7).

Chart 4.7: Banks Rupee Excess Reserves
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The evolution of short-term yields broadly reflected
the prevailing level of rupee excess liquidity in the
banking system. The operational target, that is the
overnight interbank rate, hovered within the interest
rate corridor and fluctuated within a range of 3.09 per
cent to 3.60 per cent. The overall weighted average
interbank rate, calculated on interbank transactions
of all maturities, dropped from 4.30 per cent in
June 2023 to 3.32 per cent in June 2024 (Chart
4.8). Turnover on the interbank market increased by

around 32 per cent, from Rs233.7 billion in FY2022-
23 to Rs309.2 billion in FY2023-24.

Reflecting the excess liquidity prevailing in the banking
system, the 91-Day, 182-Day and 364-Day Bills
yields, fell by 159 basis points (bps), 112 bps and
115 bps to 3.13 per cent, 3.46 per cent and 3.72 per
cent, respectively as at end-June 2024, compared to
4.72 per cent, 4.58 per cent and 4.87 per cent as at
end-June 2023.

Chart 4.8: Excess Liquidity and Money Market Rates
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Issue of Government Securities

During FY2023-24, the Bank issued Treasury Bills
on behalf of Government for an aggregate amount
of Rs63.6 billion in the 91-Day, 182-Day and
364-Day tenors against maturing Treasury Bills
totalling Rs38.4 billion. All auctions conducted during
the period were oversubscribed, with aggregate bids
received of Rs138.2 billion against a total tender
amount of Rs55.8 billion. Government maintained
the issuance of Treasury Certificates to Non-Financial
Public Sector Bodies on tap, with total issues of
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Rs23.5 billion at rates ranging between 3.38 per
cent and 4.78 per cent. In line with the Government
Issuance Plan for FY2023-24, benchmark issues were
conducted in the Three-Year, Five-Year and Seven-
Year tenors. Benchmark securities for an aggregate
amount of Rs43.5 billion were issued during the year.
Concurrently, longer-term Government Bonds for a
total amount of Rs16.2 billion were issued in the Ten-
Year, Fifteen-Year and Twenty-Year maturities.
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Auctions of Government of Mauritius Securities

Three-Year
Treasury Notes
FY2022-23 FY2023-24

Tender Amount 17,000 20,000

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

48,040 51,250

18,600 24,650

2.88-56.17 3.63-5.02

Seven-Year

Government of Mauritius Bonds

Five-Year
Government of Mauritius Bonds
FY2022-23 FY2023-24

Tender Amount 10,000 10,000

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

27,870 29,360

10,200 12,600

3.46-5.16 3.79-5.25

Ten-Year
Government of Mauritius Bonds

FY2022-23 FY2023-24

Tender Amount

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

11,600 6,000

28,980 14,200

10,050 6,200

4.14-540 4.73-5.29

Fifteen-Year

Government of Mauritius Bonds

FY2022-23 FY2023-24

Tender Amount 6,900 4,600

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

17,170 10,990

6,900 6,290

4.79-5.93 4.41-5.68

Twenty-Year
Government of Mauritius Bonds

FY2022-23 FY2023-24

Tender Amount

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

4,800 4,600

12,140 12,280

4,800 4,600

543-548 4.46-5.20

FY2022-23 FY2023-24

Tender Amount 7,300 4,800

(Rs million)

Value of Bids Received
(Rs million)

Value of Bids Accepted
(Rs million)

Weighted Average
Yield of Bids Accepted
(% p.a)

19,840 13,040

8,700 5,300

524-6.19 5.61-5.69

Source: Financial Markets Operations Division.
Lines of Credit

The Bank continued to operate Lines of Credit with
the Development Bank of Mauritius Ltd (DBM) and
the Industrial Finance Corporation of Mauritius (IFCM).
These Lines of credit were implemented during the
COVID-19 pandemic to support economic operators
facing financial difficulties. During FY2023-24, a total

amount of Rs1.0 billion was disbursed to DBM mainly
for on-lending to Small and Medium Enterprises, while
an amount of Rs1.3 billion was disbursed to IFCM to
finance eligible beneficiaries under the Modernisation
and Transformation Fund.
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Secondary Market Development

In October 2023, the Guideline on the Operational
Framework for Primary Dealers was revised to prevent
banks from switching securities among participants
through secondary market activities.

Turnover onthe secondary market dropped significantly,
from Rs264 billion in FY2022-23 to Rs123 billion in

Money Market Instruments

Money Market Instrument (MMI), which is an alternative
source of funding in the shorter-term segment, further
contributed to the deepening of the domestic market.
During FY2023-24, a new MMI license was approved
for the issuance of an instrument of a one-year tenor
for an amount of Rs2.0 billion on the market. Since

Foreign Exchange Market

In FY2023-24, the domestic foreign exchange market
remained upbeat, driven by key economic sectors
such as financial services, tourism and manufacturing.
Total foreign exchange (FX) turnover, including spot
and forward transactions but excluding interbank

FY2023-24, reflecting the low volume of transactions
being traded in the 7-Day Bank of Mauritius Bills,
which were issued on tender basis as from July 2023.
Transactions by Insurance Companies fell significantly
to Rs17.7 billion, down from Rs100.6 billion in the
previous financial year.

the introduction of the Guideline on the issue of
Money Market Instruments in 2019, five licenses have
been granted, and instruments for a total amount of
Rs7.6 billion were issued. During FY2023-24, a new
Issuing and Paying Agent, who acts as a facilitator for
the issue of the MMI, was registered with the Bank.

and swap transactions, increased by 6.7 per cent to
US$12.3 billion. Total purchases by banks and foreign
exchange dealers rose by 11.4 per cent, while total
sales increased slightly by 2.5 per cent.

Foreign Currency Transactions’

(USD million)

FY2022-23 | FY2023-24
Spot
Transactions of more
than USD20,000 or
equivalent 2,528.0 2,441.4
Miscellaneous
transactions* 2,129.2 2,546.5
Forward 765.4 1,053.2
Total 5,422.7 6,041.0

(USD million)

FY2022-23 | FY2023-24
Spot
Transactions of more
than USD20,000 or
equivalent 3,161.4 2,655.4
Miscellaneous
transactions* 2,146.5 2,619.9
Forward 817.6 1,001.3
Total 6,125.5 6,276.6

Turnover

(USD million)
FY2022-23 FY2023-24
11,548.2 12,317.7

7 Transactions conducted by banks and foreign exchange dealers, excluding interbank and swap transactions.

* Includes transactions below US$20,000 or equivalent.
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Most FX transactions were denominated in US dollar,
comprising 46 per cent of FX purchases and 61 per
cent of FX sales. The euro remained the second most
traded currency against the rupee, with 43 per cent of
purchases and 24 per cent of sales in FY2023-24.

Following the significant improvement in liquidity
conditions on the domestic foreign exchange
market, the Bank scaled down its FX interventions.
A total amount of US$315 million was sold to banks,
compared to US$555 million in FY2022-23.

The exchange rate of the rupee remained influenced
by domestic supply and demand factors, as well
as movements in major currency pairs on the
international markets. The rupee depreciated by 3.8
per cent against the US dollar during FY2023-24
owing to expectations that the US interest rate would
remain elevated for longer on the back of stubborn
inflationary pressures in the US economy. The rupee
also weakened by 2.8 per cent against the euro and
4.0 per cent against the Pound sterling over the
period under review (Chart 4.9).

Chart 4.9: Rupee Exchange Rate
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Financial Stability

Risks to financial stability receded considerably in
Mauritius during FY2023-24. The macrofinancial
landscape continued to progress favourably
supported by disinflation and buoyant economic
activity.  Household and  corporate  sector
vulnerabilities dropped, underpinned by lower
cyclical risks, improved debt sustainability and better
debt repayment capacity. Sound asset quality also
indicated stronger balance sheet positions of banks.
The resilience of the banking system was further
propped up by strong capital and liquidity buffers
as profitability attained historical peaks, despite
persistent risks due to lingering uncertainty in the

FY2021-22

B rs/EUR

FY2022-23 FY2023-24
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global economic and geo-political landscape. The
macroprudential policy settings remained calibrated
to contain the build-up of vulnerabilities in the financial
system and mitigate financial stability risks.

The Systemic Risk Indicator (SRI) confirmed the
sustained drop in systemic risk and vulnerabilities.
From a historical perspective, the SRI fell below its
long-term average, indicating subdued risk to financial
stability. Looking ahead, systemic risk is expected
to moderate further as the resilience of the banking
system is strengthened and sectoral risks remain
contained in coming quarters.
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The Bank continues to closely monitor the evolution of
risks and deploy suitable policy measures, as part of its
statutory functions. The Bank regularly assesses the risks
to and the resilience of the banking system by applying
its financial stability toolkits. Policy responses aimed to
strengthen the financial system to mitigate the build-up

of vulnerabilities and absorb any materialisation of risk.
The stress testing framework and the comprehensive
set of macroprudential indicators — including composite
indicators — were applied for the surveillance of risks. To
capture risks from the broader financial sector, the Bank
also engaged with other financial sector regulators.

Financial Soundness Indicators of Deposit-Taking Institutions

Financial Soundness Indicators (FSls) confirmed the
resilience of deposit-taking institutions. The soundness
of these entities was supported by strong favourable
domestic conditions, despite headwinds from the global
economic and financial environment. Strong capital
and liquidity buffers, bolstered by the high interest rate

Capital Adequacy

Deposit-taking institutions held strong capital levels,
thereby reducing vulnerabilities and bolstering their
resilience to risks. Favourable economic and financial
conditions propped up their profitability levels and helped
in consolidating their solvency buffers. The Capital
Adequacy Ratio (CAR) of deposit-taking institutions
went up to 21.9 per cent as at end-June 2024, from

Asset quality

The asset quality of deposit-taking institutions improved
and non-performing loans (NPLs) were adequately
provisioned. The ratio of NPLs to total loans fell to 4.0
per cent in June 2024, from 5.6 per cent in June 2023.
The ratio of NPLs net of provisions to capital improved

Liquidity

Deposit-taking institutions maintained substantial
liquidity buffers to manage liquidity risk. Liquid assets
held by deposit-taking institutions — consisting of
currency, deposits and Government/Bank of Mauritius
securities — increased by 19.6 per cent to Rs1.3 trillion

Earnings and profitability
Profitability levels of deposit-taking institutions remained
robust. Annualised profit before tax stood at Rs65.7

billion in June 2024, representing an annual increase
of 12.2 per cent from June 2023. Pre-tax return on
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environment and improved earnings, provided cushion
against any materialisation of risks. In terms of asset
quality, the credit portfolio of deposit-taking institutions
remained sound, buoyed by sustained dynamism in
key economic sectors.

20.9 per cent as at end-June 2023. This increase was
driven by arise of 12.7 per cent in Common Equity Tier
1 capital over the same period. Risk-weighted assets
also went up by 6.7 per cent in June 2024 relative to
June 20283. The capital ratio of banks and non-bank
deposit taking institutions remained well above their
respective regulatory loss-absorption capacity.

to 6.5 per cent in June 2024, implying better capital
buffers to sustain plausible materialisation of credit risk.
The coverage ratio as gauged by specific provisions to
NPLs was at 57.5 per cent in June 2024, from 51.3
per cent in June 2023.

as at end-June 2024 and represented around 49.7 per
cent of total assets. The ratio of liquid assets to short-
term liabilities (include only liabilities with 3-month
maturity based on their contractual set-up) stood at
89.7 per cent in June 2024.

assets of deposit-taking institutions stood at 2.6 per
cent in June 2024, quasi-unchanged from June 2023.
Concomitantly, post-tax return on equity declined to
20.7 per cent from 22.1 per cent over the same period.
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Market risk

The exposure of deposit-taking institutions to foreign
exchange risks remained at sound level. The net open
position in foreign exchange relative to capital stood at

Stress testing banking sector resilience

The banking sector was regularly stress-tested
against a range of hypothetical but plausible shocks
to evaluate its capacity to absorb adverse events and
continue performing its core functions in the economy.
The shocks ranged from economic growth scenarios
to sectoral credit sensitivity, combinations of interest
rate and exchange rate adjustments, and liquidity
stresses. To ensure that the tests adequately measured
the resilience of the banking sector, three scenarios
were considered namely, the baseline, moderate and
severe scenarios. The baseline setting assumes mild
strains, the severe scenario simulates extreme adverse
events, while the moderate one assumes a scenario in
between the baseline and severe ones.

The results of the upgraded stress testing framework
demonstrated the capacity of the banking sector to
withstand the range of shocks based on June 2024
data.® The comfortable capital and liquidity buffers
enabled the banking sector to absorb the shocks,
including over the next two quarters. The reverse
stress test also revealed a higher capacity of banks

1.6 per cent in June 2024, compared to 1.1 per cent
in June 2023 and remained below the prescribed limit
of 15 per cent.

to absorb materialisation of credit risk. The number
of banks that showed vulnerability in some specific
scenarios went down significantly between June 2023
and June 2024. These vulnerabilities were observed
mostly in the severe scenario and the banks impacted
did not hold a major share of banking sector assets.

The banking sector maintained profitability levels by
investing into higher-yielding assets, while balancing risk
through prudent risk management. Robust profitability
helped banks to reinforce their CAR, which rose to 20.9
per cent as at end-dune 2024, up from 19.9 per cent
as at end-June 2023. Similarly, the Liquidity Coverage
Ratio (LCR) at aggregate level increased to 335.7 per
cent in June 2024, from 277.4 per cent in June 2023.
These robust buffers and the sound quality of assets
held by banks contributed to maintain stability of the
banking sector. The non-performing loans ratio of the
banking sector declined to 3.4 per cent in June 2024,
relative to 4.6 per cent in June 2023.° Altogether, these
core indicators are expected to continue supporting
the resilience of the banking sector.

Other initiatives to enhance surveillance of financial stability

The dynamic macrofinancial landscape and the high
degree of openness of the economy and financial
system of Mauritius necessitate a multi-pronged
approach for the surveillance of risks to financial stability.
Collaboration with other financial sector regulators and

agencies is kernel to formulate effective surveillance
frameworks and to sustain the stability of the financial
system. Accordingly, the Bank continuously reviews its
surveillance toolkit and policy tools while also promoting
capacity development of staff.

8 Refer to Box 4 in the Bank of Mauritius Financial Stability Report of December 2023 for more details on upgrades to the stress testing framework.
Weblink: https.//www.bom.mu/sites/default/files/financial_stability_report_december_2023.pdf.
9 The figure for June 2024 excludes Silver Bank Limited which is under conservatorship since February 2024.
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Some of the main developments during FY2023-24 are outlined below:
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The coverage of macroprudential indicators (MPIs)
is being extended to the whole financial system,
with the Bank and the FSC working in close
collaboration on this initiative. The financial sector
MPIs altogether cover broad-based, structural
and sectoral indicators. The compilation of MPls
for the household sector is near completion,
some of which are already analysed in the Bank’s
Financial Stability Report. The extended MPIs
are expected to further strengthen the Bank’s
capacity to monitor and manage financial stability
risks.

The Bank is working in collaboration with the FSC
to extend the coverage of the FSls to the non-bank
financial sector and the non-financial segment.
The FSls are compiled as per the IMF FSI Guide
2019 and complement the analysis of strengths
and vulnerabilities in the financial system. The FSls
currently relate to deposit-taking institutions only
due to a lack of data for the remaining segments.
These data gaps were addressed to a large extent
pursuant to the technical assistance received from
the IMF in March 2024. The work is expected to be
completed in 2025.

The ongoing upgrading of the stress testing
framework aims to better assess the resilience of
the banking sector to the evolving macrofinancial
and financial risk landscape. The first phase

iv.

focused on reviewing existing modules on solvency
and liquidity stress tests as well as introducing
new modules to assess resilience to strains from
cross-border activity. The strength of the banking
sector is also evaluated over a pre-defined
forecast horizon. The second phase includes the
measurement of the capacity of the banking sector
to absorb sectoral shocks — in particular, from
the household and corporate sectors. A network
stress testing model is also being studied for the
domestic financial ecosystem where the stress
test toolkit will provide a broader picture of risks
and vulnerabilities for appropriate pre-emptive
counter-measures.

The Bank announced the introduction of the Net
Stable Funding Ratio (NSFR) for the banking sector
in January 2024, with effective implementation
as from 30 June 2024. This macroprudential
tool aims to reduce funding risk in the banking
system by requiring banks to fund their activities
with stable sources of deposits and, thus, reduce
the likelihood of funding stresses. The expansion
strategy of the banking system is increasingly
geared towards cross-border activities and,
without a macroprudential overlay, this approach
can give rise to risks in the financial system. The
implementation of the NSFR will complement the
Bank's macroprudential policy toolkit.
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Banking Sector Developments

The mandate of the Bank of Mauritius requires
ensuring the stability and soundness of the financial
system in Mauritius. The current worldwide context is
marred by geopolitical tensions, disruptions in supply
chains and other macroeconomic shocks impacting
emerging countries. The banking sector in Mauritius
remained resilient during the year the FY2023-24 as
banks have maintained high capital levels, robust
liquidity, solid earnings and satisfactory asset quality.
The sector benefited from the prevailing high interest
rate worldwide, resulting in high profits as well as the
renewed dynamism in economic sectors such as the
accommodation and food services.

Banks further enhanced their internal control
systems, risk management framework and processes
to better face the challenges posed by emerging
risk factors, such as cyber-security and climate
risks, under the guidance of the Bank. The Bank is
continuing its efforts to further enhance the resilience
of the banking system by initiating actions to align
banks’ governance and risk management systems
along with their compliance processes, with global
standards and international best practices.

Snapshot of Banks, Non-Banks and Cash Dealers under the Supervision of the Bank of Mauritius

June 2024 (Year on year illustration)

17 20 t|t1531%

18 operational banks + Including Head Office
1 bank under conservatorship + +2 new
1 new licence

Domestic-owned ATMs

+7 new

<
Q
O
3

Foreign-owned
including 1 new licensee

Counters

Branches
of foreign banks

Mobile van

I OIONC

./.\./19,042 | Rs2.6 trillion
+369 o miion

Include:
158 trainees (-10)
152 expatriates (-17)

K

(]

y

Number of .Q‘ Number of m’ M » Number of Total
,@ Institutions H-'. Branches /\} Employees Assets

— 1161617

4§ 463 | Rs73.7 billion K

+2.2 billion

m 12167
##47 204 | Rs982.8 million 3

+8 +259.7 million

Note: On 27 February 2024, Banque Patronus Ltée was granted a Banking Licence but was not yet operational as at 30 June 2024. Further, on 7
June 2024, the Bank granted its approval to Absa Bank (Mauritius) Limited, in line with Sections 32(1) and (2) of the Banking Act 2004 for the direct
acquisition of part of the undertaking of The Hong Kong and Shanghai Banking Corporation Limited.
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Banking Sector Assets & Domestic-Systematically Important Banks

Share of Total Assets
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@ 11.9% @ 0.5%
GBCs GBCs

Domestic-Systemically Important Banks (D-SIBs) are large banks that can have a systemic impact on
the domestic economy. In June 2014, the Bank issued the Guideline for Dealing with D-SIBs which
sets out the methodology to be applied for assessing the systemic importance of banks and the
ensuing capital surcharge to be maintained by them. The assessment consists of identifying those

banks on the basis of their importance in terms of five key indicators namely, size, exposure to large
groups, interconnectedness, complexity and substitutability. These D-SIBs are required to hold a
capital surcharge ranging from 1.0 to 2.5 per cent of their risk-weighted assets depending on their
systemic importance. With these measures, the Bank aims at improving the resilience of D-SIBs to
face shocks.

The growth in total assets emanated from both the from 62.6 per cent as at end-dune 2023 to 62.9 per
non-resident and resident sectors, highlighting the cent as at end-June 2024, while the share of total
dynamism in both domestic and global markets. assets held by foreign-owned subsidiaries and foreign

branches declined marginally from 35.2 per cent and
The share of total assets held by domestic owned 2.2 per cent as at end-June 2023 to 34.9 per cent and
banks to total banking sector assets increased slightly 2.1 per cent as at end-June 2024, respectively.
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Capital Adequacy

The Capital Adequacy Ratio (CAR) measures the adequacy of a bank’s capital resources in relation to
its risk-weighted assets. A strong capital base enhances the resilience of a bank and reduces the risk
of bank failure by providing a buffer against potential unexpected losses.

In Mauritius, banks are required to maintain, at all
times, a minimum capital adequacy ratio of 12.5
per cent, inclusive of the capital conservation buffer.
[t must be noted that the Basel requirement of the
minimum capital adequacy ratio stands at 8.0 per
cent. The four D-SIBs are required to maintain an
additional capital buffer ranging from 1.0 to 2.5 per
cent to enhance their absorption capacity and their
resilience to potential shocks.

The current high interest rate environment helped
banks to report elevated earnings, thereby allowing
them to reinforce their capital base. Over the period

end-June 2023 to end-June 2024, the capital base
of banks (net of adjustment and capital deductions)
increased by 13.7 per cent to Rs242.5 billion (Chart
5.1). Tier 1 capital, which represented 91.1 per cent
of banks’ capital base as at end-June 2024, rose
by 14.7 per cent to Rs220.9 billion, owing to profits
retained by banks. Tier 2 capital rose by 4.4 per
cent to Rs21.6 billion as at end-Jdune 2024, with its
share to the capital base representing 8.9 per cent.
Consequently, the combined risk-weighted CAR of
banks rose from 19.7 per cent as at end-June 2023
to 20.3 per cent as at end-June 2024.

Chart 5.1: Risk-Weighted Capital Adequacy Ratio
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Risk Profile of On-Balance Sheet Assets

According to their risk profile, 26.6 per cent of banks’
total assets were allocated in the 100 per cent risk-
weight bucket where most of the banks’ loan portfolios
were also allocated. More than half of total banks’

Dec-23

Mar-24 Jun-24

[ CET 1 Ratio (RHS)
B capital Base ()

assets (565.3 per cent) were in the zero and 20 per
cent risk-weighted buckets where banks’ investment
securities and placement with banks were respectively
deployed into (Table 5.1).
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Table 5.1: Risk-Weights of On-Balance Sheet Assets

Percentage to

Percentage to

On-balance sheet

total on-balance

total on-balance

On-balance sheet

assets sheet assets assets sheet assets
(Rs million) (Per cent) (Rs million) (Per cent)
Risk Weights (%) Jun-23* Jun-23 Jun-24 Jun-24
0 850,167 39.1 1,018,965 41.7
20 309,270 14.2 333,000 13.6
30 17,233 0.8 18,781 0.8
85 97,021 4.5 107,873 4.4
50 160,945 7.4 178,373 7.3
75 52,382 2.4 58,539 2.4
100 598,532 27.5 650,631 26.6
125 26,708 1.2 25,509 1.0
150 57,683 2.7 46,529 1.9
250 5,678 0.3 5,720 0.2
1250 0 0.0 0 0.0
2,175,620 100.0 2,443,921 100.0

*Revised figures for June 2023.

The Risk Weight Density of banks, which measures the
riskiness of banks, fell from 39.9 per cent as at end-
June 2023 to 33.8 per cent as at end-June 2024. This

decrease indicates a reduction in the credit risk profile
of banks and a diversification towards less risky assets
(Table 5.2).

Table 5.2: Risk-Weight Density of Banks’ Assets

End-June 2023" End-June 2024

Total On-Balance Sheet Assets (Rs million) 2,175,620 2,443,921

Total Off-Balance Sheet Assets (Rs million) 538,623 808,702
A Total On and Off-Balance Sheet Assets (Rs million) 2,714,243 3,252,622
B  Total Risk-Weighted Assets (Rs million) 1,082,621 1,098,550
C Risk Weight Density (B/A) (Per cent) 39.9% 33.8%

*Revised figures.
Deposits

Deposits, which constitute the largest proportion of
banks’ total liabilities, were the primary source of funding
for banks during FY2023-24. Total deposits of the banking
sector grew by 15.2 per cent to Rs1,963.0 billion, mainly
on account of arise of 33.1 per cent in deposits from non-
residents (Chart 5.2). This growth in total bank deposits
in FY2023-24 was significantly higher than growth of
7.1 per cent and 8.6 per cent recorded in FY2022-23
and FY2021-22, respectively. GBCs and non-resident
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deposits, which together constituted 58.3 per cent of the
total deposits of the banking sector, grew by 18.3 per
cent, much higher than growth of 6.6 per cent recorded
as at end-June 2023. Nevertheless, there was a slight
shift from volatile GBC deposits in favour of the relatively
less volatile non-resident deposits. The significant growth
in non-resident deposits, as well as the high level of core
GBC deposits in the Mauritian jurisdiction, indicates that
Mauritius remains an attractive jurisdiction.
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Chart 5.2: Breakdown of Deposits
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Total advances, including debentures and fixed-dated

securities, increased by 6.9 per cent to Rs1,170.2
billion as at end-June 2024. The increase in advances
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Household deposits Resident deposits
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was largely driven by non-residents followed by
residents and GBCs in absolute terms.

On 4 September 2020, the Bank issued a new Guideline on Cross-Border Exposure, which lays down
a set of minimum standards to be followed by banks in respect of their cross-border exposures.

These standards provide for a risk-based management framework aiming to mitigate the main cross-
border banking risks.

More than 57.4 per cent of total advances were
cross-border lending to non-residents and GBCs,
which require heightened credit risk management.
The share of advances to residents declined from
43.3 per cent to 42.6 per cent during FY2023-24.

Advances to residents (excluding GBCs) and
GBCs recorded increases of Rs24.1 bilion and
Rs9.4 billion, respectively, to stand at Rs498.4 billion
and Rs88.0 billion respectively as at end-June 2024.
The main contributors to the increase in credit facilities
to residents were ‘Households’, ‘GBCs’ and ‘Real
estate activities’ (Chart 5.3). As at end-June 2024,

34.6 per cent of the loan book constituted of loans
to households compared to 32.3 per cent as at
end-June 2023.

Advances in local currency (MUR) expanded by 9.2
per cent to reach Rs399.5 bilion as at end-June
2024, leading to a rise in its share to total banking
sector advances from 33.4 per cent to 34.1 per cent.
Advances in foreign currencies, which constituted
65.9 per cent of total banking sector advances,
registered growth of 5.8 per cent, from Rs728.5
billion as at end-June 2023 to Rs770.6 billion as at
end June-2024.
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Chart 5.3: Loans (Advances Excluding Debt Securities) to the Private Sector in Mauritius
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Credit concentration risk refers to the risk of loss arising from a bank’s overexposure to particular
sectors of the economy and/or groups of connected counterparties. There will be no limit on ‘exempt

large exposures’ which a financial institution can take on a bank while ‘non-exempt large exposures’
are subject to regulatory credit concentration limits with foreign-owned banks benefiting from higher
limits applicable on their aggregate credit exposure, in currencies other than the Mauritian Rupee.

Non-exempt large exposures in the banking sector,
that is, exposures above 10 per cent of a bank’s Tier 1
capital, totalled Rs674.8 billion, representing 47.2 per
cent of total fund based and non-fund based facilities
extended as at end-dune 2024. The aggregate large
exposures to borrowers represented 305.5 per cent of

Asset Quality

Banks’ asset quality was broadly sound during FY2023-
24, with improvement in the Non-Performing Loan
(NPL) ratio from 4.6 per cent to 4.1 per cent. The NPL
ratio of loans extended in Mauritius improved during
the period under review as the level of non-performing
advances went down by 18.9 per cent, mainly due to
write offs, and the credit portfolio base increased by
3.9 per cent. The NPL ratio of loans extended outside
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banks’ Tier 1 capital as at end-June 2024 compared to
305.8 per cent of Tier 1 capital as at end-June 2023,
and remained well below the required regulatory limit.
Most banks are well-capitalised to withstand credit
concentration shocks.

Mauritius went up to 4.0 per cent as at end-dune
2024 on account of an increase of 21.3 per cent in
non-performing advances, which was partly offset by
growth of 10.7 per cent in the external credit portfolio.
The increase in the NPL ratio outside Mauritius was
largely attributable to the ‘Accommodation and food
service activities’ sector and in the ‘Human health and
social work activities’ sector.
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Non-Performing Facilities of Banks

Non-performing facilities

Non-performing loan ratio

June 2023 June 2024

Rs44.9 billion

Rs46.2 billion

4.6 per cent 4.1 per cent

Non-performing facilities
in Mauritius (including GBC)
June 2023: Rs27.7 billion
June 2024: Rs22.4 billion

NPL Ratio in Mauritius

June 2023: 5.4 per cent
June 2024: 4.2 per cent

4

Household and corporate sectors were able to service
their debt obligations without major difficulties despite
the elevated interest rates. Growing income level
of households and Government support schemes
bolstered the financial resilience of households and
corporates.

The Coverage Ratio, that is, the ratio of specific

Non-performing facilities
outside Mauritius

June 2023: Rs18.5 billion
June 2024: Rs22.4 billion

1
1

NPL Ratio outside Mauritius

June 2023: 3.7 per cent
June 2024: 4.0 per cent

provisions to non-performing advances, decreased
from 54.5 per cent as at end-June 2023 to 48.8 per
cent as at end-June 2024.

As at end-June 2024, the aggregate level of Stage 1
and Stage 2 provisions represented around 0.8 per
cent of total exposure compared to 1.0 per cent of
total exposure as at end-June 2023.

Stage 1: Financial instruments with no significant increase in risk since initial recognition.
Stage 2: Financial instruments with a significant credit risk increase since initial recognition but with

no materialised impairment event.

Stage 3: Financial instruments with true signs of impairment as a result of one or more events.
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Breakdown of Provisions

The Liquidity Coverage Ratio (LCR) promotes short-term resilience of a bank’s liquidity risk profile by
ensuring that it has sufficient unencumbered high-quality liquid assets to survive a significant stress

Liquidity

scenario lasting for 30 calendar days. The Bank of Mauritius (Bank) introduced the LCR in October
2017 in its Guideline on Liquidity Risk Management.

Coverage for GBC/Non-Resident Deposits in terms of FCY HQLA & Placements

Liquidity Coverage Ratio

Coverage of GBC deposit by FCY
HQLA and Placements

Coverage of GBC and Non-Resident
deposit by FCY HQLA and Placements
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The banking sector remained adequately liquid in
FY2023-24. The LCR was well above the minimum
regulatory requirement of 100 per cent, indicating
the ability of banks to fund cash outflows and absorb
potential liquidity shocks over a 30-days period. Banks
also had sufficient High Quality Liquid Assets (HQLAS)
and placements to withstand liquidity shocks, such as

sudden and unexpected withdrawals of GBC and non-
resident deposits, which are considered as relatively
volatile deposits. Banks, therefore, appear to prudently
manage their liquidity. The Bank regularly assesses the
liquidity positions of banks to identify any incipient sign
of liquidity strain.

In June 2024, the Bank issued the Guideline on Net Stable Funding Ratio (NSFR), which is the amount
of available stable funding relative to the amount of required stable funding. The NSFR aims at

decreasing funding risk and promoting resilience over a one-year time horizon by creating incentives
for a bank to fund its activities, with more stable sources of funding on an ongoing basis, thereby
reducing its probability of distress and by the same token potential broader systemic stress.

The NSFR ratio should be equal to at least 100 per
cent on an ongoing basis as from December 2024. As
at end-June 2024, all banks (exempt one bank which
is under conservatorship) maintained NSFR above the

Profitability

Twelve banks close their accounts on 31 December,
four on 30 June and three on 31 March. The
consolidated profit and loss accounts of banks is thus
based on the combined audited data available as at
these different financial year-ends and is referred to as
FY2023-24 positions.

Aggregate pre-tax profits of banks went up by 42.9
per cent, from Rs39.3 billion in FY2022-23 to Rs56.2
billion in FY2023-24, mainly on account of the growth
in net interest income.

current minimum regulatory requirement of 70 per cent
(as from June 2024) for significant currencies as well
as on a consolidated basis.

Net interest income, that is, interest received on
advances, placements and investments net of interest
paid on deposits and borrowings, expanded by 33.7
per cent, to Rs66.8 billion in FY2023-24. This rise was
mainly attributable to the increase of Rs41.4 billion in
total interest income, which was partly offset by a rise
of Rs24.6 billion in total interest expense.
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Consolidated Income Statements of Banks
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Rs74,626.7 mn

Rs49,963.5 mn

Rs20,987.5 mn

Rs70,951.0 mn

Rs44,030.0 mn

Rs39,337.8 mn

*Revised figures.

Interest Income

Interest Expense

Interest Income

Non
Interest Income

Operating Income

Non
Interest Expense

Operating Profit
before provisions

Profit before tax

Profit after tax

FY 2023-24

CRRCICRE 5550, &

99.8% &
Rs66,804.2 mn 33.7% &

11.5% &

Rs90,215.2 mn 27.2% &

12.6% &

Rs59,900.2 mn 36.0% &

Rs56,207.1 mn 42.9% &

Rs47,892.8 mn 41.0% &

12-month period for which the accounts were audited and are different for different banks.

Figures may not agree due to rounding.

The operating income of banks increased by 27.2 per
cent, from Rs71.0 billion in FY2022-23 to Rs90.2 billion
in FY2023-24, on account of the significant increase of
33.7 per cent in net interest income and a rise of 11.5
per cent in the non-interest income.

Non-interest expense recorded a rise of 12.6 per cent
to Rs30.3 billion in FY2023-24 on the back of increases
in staff costs and operating expenses of 12.2 per cent
and 13.0 per cent, respectively.

Total income (interest and non-interest income) rose

by 45.9 per cent to Rs139.5 billion in FY2023-24. The
share of interest income to total income rose from 78.0
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per cent in FY2022-23 to 83.2 per cent in FY2023-24.
Interest earned on advances, representing 45.5 per
cent of total income, increased by 45.7 per cent to
reach Rs63.4 billion as at end-June 2024, amidst the
high interest rate environment.

Non-interest income, which is an important source
of banks’ revenue, expanded by 11.5 per cent
mainly following a rise of 35.3 per cent in the profit
generated from dealings in foreign currencies.
In addition, the share of fee-related income and
profit generated from dealings in foreign currencies
combined, increased to 85.0 per cent of total non-
interest income in FY2023-24.
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Components of Income of Banks

FY2022-23

Interest on
Advances

46%

Interest on
Securities

17%

Net Fee
Income &
Commission

12%

Other Profit from
Income Dealings in
89 Foreign
% Exchange

6%

The significant rise in the operating income of banks
relative to the containment of rising costs improved
further the cost-to-income ratio for the banking sector,

FY2023-24

Interest on
Securities

20%

Interest on
Advances

45%

Net Fee
Income &
Commission

8%

Profit from Other
Dealings in Income
Foreign 79
Exchange %
6%

which stood at 33.6 per cent as at end-June 2024 as
compared to 37.9 per cent in June 2023.

Chart 5.4: Interest Rate Spread of Banks

Rupees

6.0

Rupees

4.0

5.0

3.5

4.0

3.0

3.0

25

2.0

2.0

FY2021-22

mmmmm |Interest Earned on Rs100 of Advances

During FY2023-24, interest earned by banks on Rs100
of advances increased by Rs1.44 to Rs5.70, while the
cost per Rs100 of deposits rose by Rs1.02 to Rs1.92.
The interest rate spread increased from Rs3.36 to
Rs3.78 during the period under review on account of
the rise in interest earned on advances (Chart 5.4).

FY2022-23

mmmmm Cost per Rs100 of Deposits

FY2023-24

e «» = |nterest Rate Spread (RHS)

Banks’ post-tax profits increased by 41.0 per cent in
FY2023-24, supported by the relatively high interest
rate environment and the containment of rising costs.
This improvement in the profitability of banks was
reflected in the steady increase in the Return on Equity
(Chart 5.5).
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Chart 5.5: Return on Average Assets and Equity of Banks
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Based on combined audited data for financial years ended 30 June, 31 December and 31 March.

All figures are for the period.
Cross-Border Exposures

Total cross-border exposures of the banking sector
expanded by 11.3 per cent between end-June 2023
and end-June 2024. The expansion in cross-border
exposures mainly reflected the rise in ‘Placements with
banks’ and ‘credit facilities’. The deployment of cross-
border funds remained well diversified by country and
region. As at end-June 2024, 58.1 per cent of funds

Cross-Border Funding

Over the period June 2023 to June 2024, cross-
border funding by banks registered growth of 19.5
per cent. As at end-June 2024, most of the cross-
border funding originated from Africa, followed by
advanced economies and Middle East.

Cross-border funding represented 26.6 per cent of
banks’ total funding as at 30 June 2024, relative

Non-Bank Deposit-Taking Institutions

As at end-June 2024, there were six NBDTIs in
operation in Mauritius, with a combined asset base
of Rs73.7 billion. This represented a small fraction
of banks’ total assets (2.9 per cent). Three NBDTls
engaged only in leasing activities, two only in lending
activities, and one in both leasing and lending
activities.
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were deployed in advanced economies, and the rest
were allocated to Africa, Asia and Middle East.

Most ‘Investment funds’ and ‘Placements with banks’
were channelled to the US and UK, respectively,
reflecting banks’ preference to hold such assets in
investment grade countries.

to a share of 25.2 per cent that was recorded as
at 30 June 2023. A higher proportion of cross-
border funding of 72.8 per cent was in the form of
non-resident deposits (GBC deposits excluded).
Diversified funding sources in terms of jurisdiction
and region mitigates the associated funding risk from
non-resident deposits.

AllNBDTIs were, as at end-June 2024, in compliance
with the minimum regulatory required capital of Rs200
million. They held capital adequacy ratios averaging
to 52.7 per cent, higher than the regulatory threshold
of 10 per cent, indicating sufficient loss-absorption
capacity to withstand shocks.
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Profit before tax of NBDTls decreased by 11.3 per
cent during the year to Rs1,858 million as a result of
a significant increase in operating expenses.

NBDTIs are required to maintain liquid assets
representing a minimum of 10 per cent of their deposit
liabilities. As at end-June 2024, liquid assets held by
NBDTIs represented 18.7 per cent of their deposits
compared to 23.5 per cent in the previous year.

Deposits remained the main source of funding for
NBDTIs, standing at Rs39.4 bilion as at end-June

Cash Dealers

There were six money changers and six foreign
exchange dealers in business as at end-June 2024.
Money changers primarily deal in the exchange of
foreign currency notes. Foreign exchange dealers are
permitted to conduct spot and forward exchange rate
transactions as well as provide remittance services in
addition to the money-changing business.

Total assets of cash dealers increased by 34.5 per
cent to Rs982.8 million as at end-June 2024 and were
mostly made up of the assets of foreign exchange
dealers that went up to Rs919.7 million during the year.

Regulatory Developments

The financial year under review was marked by a
number of initiatives taken by the Bank to further
enhance its regulatory and supervisory framework
and ensure that the banking sector remains resilient
to current and emerging risks. These, inter alia,
included the introduction of guidelines with respect
to the Classification, Provisioning and Write-off of
Credit Exposures and Net Stable Funding Ratio, the
completion of several initiatives related to cyber risk
and the full application of the guideline on Cyber Risk
and Technology Risk Management and the guideline
on Climate-related and Environmental Financial Risk
Management. Further, the implementation of the risk-
based supervisory framework considerably improved
the Bank’s supervisory toolkit.

The Bank concurrently ensured that the regulatory and
supervisory framework fosters financial innovation and

2024 and representing 53.4 per cent of total liabilities.
NBDTIs used their deposits and borrowings to fund their
advances. The advances-to-deposits ratio increased
to 155.9 per cent while the leases-to-deposits ratio
increased to 94.6 per cent for the four NBDTls engaged
in leasing activities. Gross non-performing advances
increased by 4.3 per cent while outstanding credit
facilities grew at a relatively higher rate of 7.5 per cent
during the year June 2023 to June 2024. This resulted in
a slightly lower NPL ratio of 4.8 per cent as at end-June
2024 compared to 4.9 per cent as end-June 2023.

The bulk of cash dealers’ assets consisted of cash
in hand, balances held with financial institutions and
Government/Bank of Mauritius securities, representing
25.2 per cent, 39.9 per cent and 14.4 per cent,
respectively, of their assets.

Cash dealers registered profit after tax amounting to
Rs126.0 million in FY2023-24 compared to Rs150.6
million in FY2022-23. This decrease was mainly on
account of a decline of 34.4 per cent in the net fee and
commission income.

enhances the banking sector’s competitiveness relative
to similar International Financial Centres in the region.
To this end, the Bank issued a Guideline on Regulatory
Sandbox Authorisation and made significant progress
regarding the roll-out of the Central KYC System and
Fintech Innovation Hub and Digital Lab. Further, the
Bank achieved a significant milestone with respect to
financial stability and depositor confidence through
the proclamation of the Mauritius Deposit Insurance
Scheme Act and the incorporation of the Mauritius
Deposit Insurance Corporation Ltd.

With respect to Anti-Money Laundering/Combatting
the Financing of Terrorism (AML/CFT), several
measures were taken to further strengthen the AML/
CFT regime and maintain its ongoing effectiveness.

Details on these developments are found hereunder.
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Cyber Security Risks and Resilience - Cyber Risk Strategy

Several objectives of the Cyber Risk and Resilience
Strategy, which was developed with the assistance
of the IMF, were implemented. The Mauritius Financial
Sector Cyber Committee was established on
15 September 2023 to enhance the cyber resilience
and hence operational resilience of the Mauritian
financial sector and in turn contribute to the overall
stability of the financial system. The Committee is
chaired by the Governor of the Bank and comprises
Chief Executive Officers of financial institutions. Its first

meeting was held in September 2023. Subsequently,
the first cyber-attack simulation exercise for the
banking sector was conducted in November 2023 to
test the collective readiness of the banking sector to
respond effectively to cyber threats. The Guideline on
Cyber Risk and Technology Risk Management, which
was issued in May 2023, became fully effective in June
2024. Further, the Cyber and Technology incident
reporting template is being developed in consultation
with the banking sector and will be released shortly.

Guideline on Classification, Provisioning and Write-off of Credit Exposures

The Bank issued a new and comprehensive Guideline
on Classification, Provisioning and Write-off of Credit
Exposures in December 2023. The Guideline sets out
the minimum prudential requirements with regard to

Guideline for Regulatory Sandbox Authorisation

The Guideline for Regulatory Sandbox Authorisation
(RSA), which was issued by the Bank in May 2024,
provides a framework for the issuance of RSAs by
the Bank. It sets out the principles and objectives of
the regulatory sandbox regime. The Guideline also
provides an overview of the application process for
an RSA as well as the information to be furnished by
an applicant to the Bank and specifies the minimum

asset classification, provisioning and write-off of credit
exposures with a view to ensuring comparability across
financial institutions and enhancing the resilience of the
banking sector.

ongoing obligations of sandbox entities. This
Guideline applies to a financial institution, licensee or
body corporate (including a fintech company) which
has been authorised by the Bank to participate in
the Sandbox. The RSA allows a sandbox entity to
experiment with fintech, regtech or other innovation
driven financial services falling under the supervisory
purview of the Bank.

Climate-Related and Environmental Financial Risk Management

The Guideline on Climate-related and Environmental
Financial Risk Management, which was issued in 2022,
became fully effective on 31 December 2023. The
Bank monitored the implementation of the Guideline
through surveys and progress reports. Overall, it was
noted that most banks have implemented appropriate
governance and risk management frameworks.
However, the development of relevant metrics and
targets, as well as the conduct of stress testing,
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remained a challenge in light of data constraints and
the absence of a green taxonomy. To this end, the
disclosure requirements were reviewed in December
2023 such that disclosure of metrics and targets are
no longer mandatory. The Bank is also collaborating
with the Ministry of Finance, Economic Planning and
Development, and the Ministry of Environment, Solid
Waste Management and Climate Change on the
formulation of a green taxonomy for Mauritius.
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Basel Il Implementation

The Guideline on NSFR was introduced in January
2024 and came into effect on 30 June 2024. The
Guideline applies to all banks licensed by the Bank of
Mauritius on an individual and consolidated basis.

The NSFR refers to the amount of available stable
funding relative to the amount of required stable
funding. The “Available Stable Funding” is defined as
the portion of capital and liabilities held by a bank that
is expected to be reliable over a one-year time horizon.

All banks were required to maintain a NSFR of at least
70 per cent as from 30 June 2024 and 100 per cent as
from 31 December 2024.

While the LCR promotes short-term resilience of a
bank’s liquidity risk profile, the NSFR promotes the
longer-term resilience by requiring banks to fund their
activities with more stable sources of funding on an
ongoing basis.

The upcoming development with regard to Basel
Il implementation is the alignment of regulatory
risk weights for credit, market and operational risk
exposures with the latest Basel lll reforms.

Guideline on the Recognition and the Use of External Credit Assessment Institutions

The Guideline on the Recognition and the Use of External
Credit Assessment Institutions was amended on
15 August 2023 to permit banks to use the credit ratings
assigned by the Global Credit Rating Company Limited

Risk-Based Supervision

The supervisory framework improved significantly with
the full implementation of risk-based supervision. The
framework comprises comprehensive risk modules
covering AML/CFT, credit, liquidity, governance and
assurance, operational, market, residual and capital.

Innovation Hub

The Bank launched its Innovation Hub, known as the
Innov8, on 4 September 2024. The main objective
of the Innov8 is to foster innovation and the use of
emerging technologies for the banking and other
related financial services sector in Mauritius.

The Innov8 will be a dynamic and collaborative
platform which will unite several stakeholders, such as

for risk-weighting their claims on new market segments,
such as sovereigns, banks, multilateral development
banks, corporates, public sector entities and insurance
companies for capital adequacy purposes.

It thus enables a more in-depth assessment and
monitoring of the governance and risk management
frameworks of the banking sector to address current
and emerging risks.

entrepreneurs, industry experts, technology providers,
regulators, academia and students.

The Innov8 will also serve as a regional innovation hub

for central banks. Several central banks in the region
have already joined the Innov8.
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Central KYC System

The Central KYC (CKYC) System project has made
much headway, and the CKYC System and its web-
services will be accessed by KYC institutions through
the MACSS network. KYC institutions are licensees
of the Bank and the Financial Services Commission.
However, initially only banks will join the CKYC System
and subsequently, at a later stage, non-bank deposit
taking institutions and management companies
will also join the system. The MACSS network has
been upgraded to cater for the increased bandwidth
utilisation by the KYC institutions and to reinforce
security of personal data in transit. The network has
also been extended to the Government Online Centre

Mauritius Deposit Insurance Scheme

to allow access to the InfoHighway platform for
retrieval of data or document regarding evidence of
identity from the database of the Civil Status Division,
the Police Traffic Branch and the Corporate & Business
Registration Department. It has also been extended
to the Central Electricity Board for retrieving proof of
address. Banks have been provided with technical
specifications of Application Programming Interface
and the technical system installations are in process.
The testing of the CKYC system by banks has started,
and following successful testing, banks will eventually
join the CKYC platform.

Deposit

Mauritius, the latest one in place.

landscape.

Mauritius

Insurance

v/
Corporation //

Mauritius has an operational Deposit Insurance Scheme (“Scheme”) since 14 June 2024, date on which
the Mauritius Deposit Insurance Scheme Act 2019 (MDIS Act), promulgated on 2 December 2023, was
fully effective. The objective of the Scheme is to protect insured depositors by guaranteeing a specified
level of coverage for their deposits in the event of failure of a bank or a non-bank deposit taking institution
in which that they have placed their money. That level of coverage has been set in the MDIS Act at
Rs300,000 on a per depositor per institution basis. By assuring insured depositors that their savings are
secure, the Scheme instils market confidence, helps to prevent bank runs and contributes to mitigating
contagion in the financial sector, thus maintaining financial stability.

The Scheme is administered and managed by the Mauritius Deposit Insurance Corporation Ltd (MDIC)
incorporated, under the Mauritius Companies Act, in March 2024. The MDIC is a private company and
a wholly-owned subsidiary of the Bank of Mauritius. Deposit insurance schemes exist all over the world,
the oldest one being the Federal Deposit Insurance Corporation in the United States of America as far
back as 1933. The African Continent counts some twenty explicit deposit insurance schemes including

The Mauritius Deposit Insurance Scheme will complement other financial safety-net players such as
Banking Regulation and Supervision and the Central Bank as lender of last resort in the Mauritian financial

-oF

—
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AML/CFT Supervision

Upholding an Effective AML/CFT Regime

Mauritius is now “Largely Compliant” or “Compliant”
with all the 40 Recommendations of the Financial
Action Task Force (FATF).

An effective AML/CFT regime helps to mitigate the
factors that facilitate financial abuse and is essential to
protect the integrity of the financial sector. In respect of
the announcements made by the Minister of Finance,
Economic Planning and Development in the Budget
Speech 2023-24:

(@) A National Risk Assessment of money laundering
Interagency Coordination Committee

The Interagency Coordination Committee (‘ICC’), which
is chaired by the Governor of the Bank, was established
in August 2020 for the optimal implementation of the
AML/CFT regime in Mauritius. The ICC regroups,
amongst others, regulators and supervisors overseeing
the financial services sector and the Designated Non-
Financial Business and Professions (DNFBPs).

During FY2023-24, the ICC Secretariat organised eight
workshops in a hybrid format, with most of them being
hosted by the Bank. These workshops covered diverse
topics, including, the role of the Compliance Officer
and Money Laundering Reporting Officer, the AML/
CFT Programme, terrorism financing and proliferation,
targeted financial sanctions and transaction monitoring,
beneficial ownership information and independent AML/
CFT audit.

The ICC oversees the work of three Technical Sub-
Committees, which comprise of representatives of all
member agencies, namely:

(@) Technical Sub-Committee on Supervision,
whose objectives include the establishment of an
efficient and robust AML/CFT supervisory framework
and the implementation of a risk-based approach to
Supervision;

(o) Technical Sub-Committee on Coordination
which focuses on the effective coordination by all
supervisory authorities amongst themselves, and with

and terrorism financing risks has already been
carried out and the report is in the process of
finalisation;

(b) A new AML/CFT Act is in force since 25 July 2024,
and amendments to other laws would be brought
in line with it; and

(c) The authorities have already commissioned an
independent assessment of the effectiveness of
our AML/CFT system ahead of the ESAAMLG
mutual evaluation in 2027.

the Financial Intelligence Unit and law enforcement
authorities; and

(c) Technical Sub-Committee on Legal and
Regulatory  requirements, Training and
Outreach which adopts a coordinated approach to
the revision of existing laws and regulations related
to AML/CFT, and regularly organises joint outreach
sessions for private sector stakeholders, and training
sessions for staff members of AML/CFT Regulators
and Supervisors. This Technical Sub-Committee
also discusses proposals for legislative amendments
pertaining to cross-cutting AML/CFT issues.

With the continuous support of its Technical Sub-
Committees, the ICC is proactively engaging with
relevant stakeholders as well as competent authorities
to prepare for the forthcoming independent assessment
of the effectiveness of the national AML/CFT system of
Mauritius. This engagement would enable stakeholders
and competent authorities to identify and address any
residual gaps before the formal mutual evaluation exercise
is conducted by the ESAAMLG.

The Technical Sub-Committees are also coordinating
with the relevant authorities in the finalisation of the
relevant enactments that would assist Mauritius in
becoming fully compliant on allthe 40 recommendations
of the FATF.
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Cooperation and Collaboration on AML/CFT

1.
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The Bank hosted a number of international
delegations during FY2023-24 to share expertise
in AML/CFT.

(@) A delegation comprising representatives from
the Reserve Bank of Malawi visited the Bank
from 25 and 26 June 2024;

(b) The Bank also hosted a one-week session with
representatives from the Bank of Uganda from
24 1o 28 June 2024; and

(c) A delegation from Angola comprising
representatives from the FIU of Angola, Central
Bank of Angola, Attorney General’s Office and
the Gaming Supervision visited the Bank from
27 November to 01 December 2023.

A team led by the Director of the Supervision
Department went on a mission to Djibouti in
November 2023 to provide technical assistance
to officers from the Central Bank of Djibouti and
their stakeholders and share the Bank’s experience
in the combat against money laundering and the
financing of terrorism.

On 21 March 2024, the Bank of Mauritius and
Bank Al-Maghrib launched a joint report entitled
“The fight against money laundering and financing
of terrorism within GSBF jurisdictions” during the
opening of the Plenary Meeting of the Group of
French-speaking Banking Supervisors (GSBF) held
in Mauritius.

The report, published under the aegis of the
GSBF, highlights the feedback from the Mauritian
and Moroccan central banks in the wake of their
management of the withdrawal of their respective
countries from the FATF’s grey list.

A copy of the said report is available on the Bank’s
website.

The Bank of Mauritius and Bank Al-Maghrib intend
to encourage other jurisdictions to take advantage
of the fundamental principles, good practices
and lessons learned in the fight against money
laundering and the financing of terrorism. The
objective is to enable GSBF members to strengthen
their legal and regulatory frameworks and improve
their AML/CFT supervision and control systems.

. The Financial Crimes Commission Act (‘FCC Act’),

which came into operation on 29 March 2024,
brought major changes to the domestic AML/
CFT landscape. It established the Financial Crimes
Commission (‘FCC’) which now acts as the apex
agency in Mauritius to detect, investigate and
prosecute financial crimes such as corruption,
money laundering, fraud and the financing of drug
dealing offences, and any other ancillary offence
connected thereto.

The Bank of Mauritius, in collaboration with
the Financial Crimes Commission, hosted a
presentation on the Financial Crimes Commission
(FCC) Act on 28 June 2024. The session was
attended by staff of the Bank, its licensees
and representatives of the Financial Services
Commission. The aim of the presentation was to
provide attendees a comprehensive overview of
the FCC Act, including role and mandate of the
Commission, and the main changes brought by
the FCC Act to the AML/CFT landscape.

. The Bank of Mauritius hosted the 2024 Annual

Meeting of the Group of Directors of Training and
Cooperation of French-speaking Central Banks
from 24 to 27 April 2024. The Group represented
approximately 30 French-speaking countries
through 18 national and regional central banks,
having a common focus on the digitalisation of
ecosystems in capacity building. The annual
meeting emphasised on the intrinsic links between
the training and cooperation of central bankers
in the fight against money laundering and the
financing of terrorism in the era of digitalisation.
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Payment Systems and Currency Management

Payment Systems

Confidence in payment systems is fundamental for
the Bank to effectively discharge its price and financial
stability mandates. The Bank has the dual responsibility
of providing payment means to all agents that carry
out money transaction, including banks, Government

Money

Market Deals
&

Inter Bank

Payments

Card Payment
System

UPI Payments

Instant
Payment
System

Central
Depository
System

Government
Portal

Stock
Exchange

Mauritius

National Automated Treasu
L ry &
Payment Clearing and M||_1|stry of Revenue
Switch Settlement System Finance Authorities

(MACSS)

and the Stock Exchange, and regulating the national
payment system. All transactions involving cash,
cheques, cards, as well as electronic payments, are
routed through the national payment system.

Cheques &
Retail Electronic
Payment

Port-Louis
Clearing
House

Mauritius
Network
Services

Contributions
Network
Project

Mauritius Automated Clearing and Settlement System

The Mauritius Automated Clearing and Settlement
System (MACSS), which is owned and operated by
the Bank, is the only large value payment system in
the country. MACSS is considered to be a systemically
important payment system, as a disruption of the
system may have a spillover effect on the whole financial
sector and economy at large. It is a fully automated

multi-currency system that allows transfer of funds on
a Real-Time Gross Settlement (RTGS) basis. MACSS
currently allows settlement in eight currencies, notably
Mauritian rupee, Pound sterling, US dollar, euro,
Swiss franc, South African rand, Singapore dollar and
Japanese yen (Table 6.1).
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MACSS also settles on a net deferred basis for the following:

1. Cheque clearing positions, direct debit and
low value electronic transfers of the Port Louis
Automated Clearing House (PLACH);

2. The Central Depository & Settlement Co. Ltd in
Mauritian rupee, US dollar, euro, Pound sterling
and South African rand;

3. The Contribution Network Project (CNP) to the
accounts of the Mauritius Revenue Authority (MRA)
held with the Bank; and

4. Transactions routed through the MauCAS Card
Payment System (CPS) and Instant Payment
System (IPS).

Table 6.1: Value of Transactions Settled on MACSS by Currency (million)

Currency FY2022-23 FY2023-24
MUR 13,824,471 40,076,101
usSD 31,714 5,521
GBP 1,283 143
EUR 5,095 2,105
CHF 3
ZAR 1,480 588
JPY 1,599 992
SGD 79

During FY2023-24, MACSS processed 1,794,933
transactions in Mauritian rupee for a total value of
Rs40,076,101 million, representing an increase of 4.6
per cent in volume terms and 189.9 per cent in value
terms compared to FY2022-23 (Chart 6.1). The daily
average volume of transactions settled during FY2023-
24 was 7,418 compared to 6,865 in the previous year,
representing a rise of 8.1 per cent. The daily average

value of these transactions stood at Rs161.8 million
compared to Rsb55.8 million, representing an increase
of 190.0 per cent over the preceding year. The surge
in transactions can be mainly attributed to the new
monetary policy framework implemented by the Bank
effective January 2023, which allows banks to transfer
the surplus liquidity to the Bank at the end of the day.

Chart 6.1: Transactions on MACSS
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The Bulk Clearing System

The Bulk Clearing System (BCS), the engine of the
PLACH, clears cheques, direct debit instructions and
low value electronic interbank payments during four
daily clearing cycles. Over the past five years, the
volume of cheques has remained mostly stable whilst
their value has been on a rising trend, indicating an
increasing use of large value cheques. Both the volume
and value of Electronic Funds Transfer (EFTs) have
been on ascending trends, reflecting a shift towards
electronic payments.

During FY2023-24, 3,285,244 cheques for a total
value of Rs263.8 billion were cleared. This represents
a decline of 2.96 per cent in volume terms and an

increase of 1.17 per cent in value terms compared to
FY2022-23.

The aggregate volume of EFTs in FY2023-24 stood at
12,548,146 for a value of Rs353.3 million, compared
to an aggregate volume of 11,022,291 for a value of
Rs278.7 million in FY2022-23 (Chart 6.2).

The MRA makes extensive use of EFTs in the BCS
for the payment of social benefits under different
schemes, such as the Wage Assistance Scheme,
Self Employed Assistance Scheme, CSG Income
Allowance, and financial assistance for the payment of
salary compensation.

Chart 6.2: Value and Volume of Cheques and EFTs Cleared on BCS
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The Direct Debit Scheme is also widely used by the A total of 673,130 transactions were processed
MRA for the collection of taxes and other contributions  during FY2023-24 compared to 579,865 in FY2022-
since its rollout in June 2017. Commercial banks 23, that is, an increase of 16.1 per cent that confirms
have also started using the Direct Debit Scheme for a growing interest for direct debits as payment
collection of payments by their corporate customers. instruments (Chart 6.3).

Chart 6.3: Direct Debit Transactions
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Mauritius Central Automated Switch

The Mauritius Central Automated Switch (MauCAS) is a national payment switch owned and operated by the
Bank. It comprises a CPS and an IPS.

Key Metrics for FY2023-24

Cgf)

Volume

Value

AP 1521%

M 1083%

Instant Payment System Transactions
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The IPS operates as a rapid retail payment solution, for electronic payments through various channels,
processing transactions in real-time on a 24/7 including mobile and internet banking. Presently, the
basis. It enables interoperability among participants IPS has 11 bank and 3 non-bank participants.

Value of
Instant Payment
transactions

4 111.4%

Volume of
Instant Payment
transactions

152.1%

In FY2023-24, the IPS processed 9,911,428 exponential growth during the past three years, which
transactions for a total amount of Rs33.2 bilion reflects the increasing uptake of digital payments in
compared to 3,932,095 transactions totalling Rs15.7 Mauritius (Chart 6.4).

billion in FY2022-23. Transactions on IPS recorded an

Chart 6.4: Transactions on IPS
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Licensing

The Bank is empowered under the National Payment
Systems Act (the Act) to regulate, supervise and oversee
payment systems in Mauritius. The National Payment
Systems Act is a comprehensive piece of legislation
which provides for the entry of non-bank payment
service providers in the payment space in Mauritius.

Non-bank payment service providers have revamped the
retail payment eco-system with increased competition,
innovative products and services, and more accessible
points of sale. They are involved at different points in the
retail payment chain and may become sources of risks
in the payment system if not regulated. The National
Payment Systems (Authorisation and Licensing)
Regulations, which provide a licensing framework
for non-bank payment service providers, came into
operation on 31 May 2021.

Mauritius Credit Information Bureau
1. Overview

The Mauritius Credit Information Bureau (MCIB)
plays a crucial role in ensuring the stability of the
financial system by providing a robust credit reporting
platform. The MCIB was established in December
2005 under Section 52 of the Bank of Mauritius Act
2004. It operates as a centralised repository for credit
information and information collected on utility bills. Its
main function is to collect and store data pertaining to
credit recipients and guarantors, and make this data
accessible to its participants.

2. Data Integrity

Data integrity and quality are paramount for the
effective functioning of a credit information system.
The MCIB ensures that all participants adhere strictly
to the regulatory requirements outlined in the Bank of

3. Data Security and Privacy

The MCIB operates within a closed secure private
network. Access to the MCIB platform is rigorously
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The Bank has put in place a rigorous licensing
process based on international standards.
Accordingly, licences are granted only to applicants
that satisfy the Bank’s requirements for appropriate
corporate governance structures, operational and
risk management processes, internal controls, and
the appointment of fit and proper persons at the helm
of their institutions.

As at 30 June 2024, three companies have been
granted a Payment Service Providers (PSP) license,
namely, CIM Financial Services Ltd, Emtel MFS Co
Ltd, and Cellplus Mobile Communications Limited, in
November 2021, April and June 2022 to offer card
payment, mobile payment and e-money issuance
services to the public.

The MCIB thus, equips its participants with reliable and
up-to-date credit data, to assist them in making more
informed decisions regarding the creditworthiness of
applicants for credit. In addition to its important role in
ensuring financial stability, the MCIB also contributes
significantly in promoting a responsible borrowing
culture, preventing 