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External Environment




External Environment

> Global Lift

* Slight pick-up in global growth, led by advanced economies
o Shift from recession to recovery in the euro area

* Leading indicators suggest better outlook

» Emerging economies 62
* Slower momentum
* Downside risk from external

58
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External Environment: US

e Consistent improvement in data - growth of 2.5% in 2013Q2; 1.1% in 2013Q1
o Led by inventories and exports
o Domestic demand somewhat muted

e Consumer sentiment affected by tighter lending conditions due to tapering
expectations

e Business surveys mixed for September
e Labour market: continued fall in unemployment rate, down to 7.3% in August

» Upside Risks
* Higher domestic demand than expected
A faster-than expected r




External Environment: Eurozone

e Exited recession - GDP up by 0.3% in 2013Q2 following 6 consecutive
quarters of contraction.

o Led by both net exports and domestic demand
e Better activity indicators

o September PMI level signalling sustained momentum in the economy
 BUT, growth momentum remains very moderate

o record unemployment (12.1%) persisting

> Upside Risks
e Larger acceleration in activity than currently expected
 Higher domestic demand
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UK Economy

* Economy gathering momentum. Growth of 0.7% in 2013Q2; 0.3% in 2013Q1
o Pick up in exports and investment
o Improvement in business surveys

 BUT the recovery is tepid:
o Level of activity still subdued
o Weak household spending
o High unemployment rate: currently at 7.8%

> Upside Risk
e A faster decline in unemployment than expected
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Growth Projections

USs FEuro zone UK
Change in Forecasts since last MPC 2013 2014 2013 2014 2013 2014
IMF April 2013 WEO 19 30 03 1.1 0.7 1.5
IMF July 2013 WEO Update 1.7 27 04 0o 09 1.5
Keuters Poll May 2013 20 27 0.5 09 0g 1.5
Keuters Poll September 2013 1.7 27 04 1.0 13 21
JP Morgan May 2013 19 2.4 07 12 1.0 19
JP Morgan September 2013 1.7 2.5 03 13 1.5 31
OECD May 2013 12 2.2 -0.6 1.1 0z 1.5
OFECD September 2013 1.7 - -0.1 - 1.5 -
US Federal Reserve June 2013 2.5 33 - - - -
US Federal Eeserve September 2013 | 20-23 | 29-3.1 - - - -
ECE - Eurosystem staff June 2013
ECB - Eurosystem staff September 2013
BOFE September 2013




Growth Projections

JP Morgan Reuters

May 2013 Forecast September 2013 Forecast || April/May 2013 Poll | July/August 2013 Poll

2013 2014 2013 2014 2013 2014 2013 2014
Brazil 25 35 2.3 2.3 3.0 35 2.1 2.5
Russia 25 34 16 2.5 2.6 2.1
India 58 6.5 41 50 50 6.0 5.7 6.3
China 7.6 1.7 7.6 7.2 8.1 8.0 7.6 74
South Africa 2.3 3.6 2.1 3.3 2.3 2.1




Developments in the domestic
economy since the previous




GDP Growth

e The Mauritian economy declined both in y-o-y and g-o-g terms in

2013Q2
% %
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Sector-wise Contribution to Growth

Per cent
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Information and
Communication

Financial & Insurance

ivities
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Accommodation & Food

Wholesale and Retail

ivities

Service Act
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Demand

i -
)
S
(@
p
O
(a1
o
O
o
)
c
2
)
-
o)
-
)
c
@
@

Fer cent

<

102107
PO TI0Z

AeXAll
IDTIe
RieX4il:
#0110
D107
Rlaus
101108
| FD0102

£0010z
[ Z0010z
100102
| 06007
| £D600T
| TD6007
106007
| pDE007
| 08007
| D800z

108007

mHHet Exports

m Do e Diernand



d
=
©
£
@
o
h—

Domest

Fer cent

\

/A

/

\

\[\/

\/

35

30

25

20

15

=
o

TOETOE
TOETOE
POTTIOE
£OZ10T
FOTI0F
10T 10T
POTTOE
£OT10T
ZOTI0Z
101108
FOOTOE
£00108
7010z
120108
FOA00T
£0A00T
FDA00T
106008
FO200F
L2007
F0200T
102008

GDFCF = = GDF

& orertuim enit cotemumpti of

FPrivate consum ption



Investment
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GDFCF

(exclusive of aircraft and marine vessel)

% %
35 - - 35
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2007 2008 2009 2010 20M1 2012 2013

w—— Private Sector Investment — ==pPyblic Sector Investment

— Savings Rate

Private sector investment
revised lower for 2013:
contraction of 6.1%
expected compared to
earlier estimate of 1.3%
decline.

Public sector investment
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- Textile yarns, fabrics, made up articles
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Tourist Arrivals

* Jump in August 2013: T 11.5 % y-0-y

e 2013H1: T 1.0 % y-o0-y
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Tourist Earnings
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MCCI Business Confidence Index

(September 2013)

1590
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=== Overall Economy

Distributive Trade == lamifactuting = Jervces

Decline for 2" consecutive
quarter to 85.1 (! 2.4 points)

All three sectors down

Main factors: instability in the
global environment and fierce
competition on the local
market




May-13

September-13

Increased pessimism compared to April 2013 (70%
in May 2013)

» Investment not very promising

» Tourism not looking up

» Demand low for other sectors

47% believed growth in 2013 in the range 3.3 —
3.4%:; 47% believed growth at 3.2% or below.

57% believed unemployment rate will increase in
the range 8.2-8.3% in 2013; 40% believed it would
be 8.4% or more; 3% believed it would be 8.1% or
less.

60% expected the dollar to appreciate. 47%
expected the euro to stay rather stable while 63%
expected the Pound sterling to stay rather stable.

73% believed that inflation will not rise above
4.5% for the year ending December 2013.

Increased pessimism (67% in September 2013 against
63% in August 2013)

» The absence of clear and comprehensive signals
that will indicate a wide-ranging reform of the
Mauritian economy in view of its intrinsic
structural inefficiencies

» Fear that the new budget measures will focus on
poverty alleviation and less on economic strategies

70% believed growth in 2013 in the range 3.1 — 3.2%;
20% believed growth at 3.0% or below.

57% believed unemployment rate will increase in the
range 8.4-8.5% in 2013; 27% believed it would be 8.6%
or more; 17% believed it would be 8.3% or less.

57% expected the dollar to appreciate. 40% expected the
euro to stay rather stable while 67% expected the Pound
sterling to stay rather stable.

50% believed that inflation will not rise above 4.0% for
the year ending December 2013.

30
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Risks to Growth

» Upside Risks

* Acceleration of activity in main trading partners
o Higher external demand
o Return of business confidence domestically
o Higher private investment

> Downside Risks
e Renewed weakness in global growth - P e
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