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EXECUTIVE SUMMARY
Following the 3.2 percent contraction in the global economy in 2020 due to the devastating impact of the COVID-19
pandemic, global economic activities showed signs of recovery during the first half of 2021. The global economy was
poised to achieve the 6.0 percent growth rate projected in April 2021 even though the rate of recovery varies among
advanced, emerging and developing economies and Sub-Saharan Africa. The divergence in the growth rates reflected
the differences in the coverage of COVID-19 vaccines as well as in the capacity to provide fiscal policy support.
The rise in global commodity prices, especially food and energy prices, that started in the last quarter of 2020 continued
to firm up in the first half of 2021 as mostly developed countries open up their economies. This resulted in elevated
inflationary pressures. Global inflation is projected to remain high in the 2021 and the first half of 2022.
On the domestic front, the thrust of economic policy in 2021 was to promote sustainable economic recovery following
the contraction of the economy in 2020 due to the negative impact of COVID-19. In this context, during the first half
of the year, Government pursued macroeconomic, sectoral and structural reforms to support a resilient and inclusive
economic recovery.
During the review period (January to June 2021), the economy showed signs of recovery and stability. The recovery of
key sectors of the economy including agriculture, fisheries, mining, manufacturing, construction, telecommunications,
banking, trade, and the gradual pick up in travel and tourism indicated that the Sierra Leone economy was on track to
achieve the projected growth rate of 2.9 percent for 2021. Inflationary pressures also moderated with the year-on-year
end period inflation declining to a single digit of 8.9 percent in March before edging up to 10.2 percent in June 2021.
However, the sharp increase in imports reflecting the recovery in economic activities, outstripped the increase in exports,
resulting in the widening of the trade deficit. Despite this, gross foreign reserves of the Bank of Sierra Leone increased
to 4.6 months of import cover, following the disbursement of emergency support by the IMF under the Rapid Credit
Facility (RCF). The exchange rate of the Leone to the US dollar remained relatively stable during the review period.
Despite the improvement in domestic revenue collection, overruns in the primary expenditure categories owing to
the need to continue to implement Government’s COVID-19 economic and health response programmes resulted in
widening of the budget deficit during the first half of 2021 relative to the same period in 2020. The budget deficit
was financed mostly by borrowing from the domestic banking system including the IMF Rapid Credit Facility (RCF)
resources on-lend to Government by the Bank of Sierra Leone to cushion the impact of COVID-19 on the budget.
Accordingly, monetary aggregates expanded reflecting mainly the increase in credit to Government by the banking
system. Commercial banks credit to the private sector also increased significantly during the review period. On a yearon-year basis, Broad Money grew by 32.8 percent while Reserve Money growth slowed down to 10.8 percent as at end
June 2021.
While the Monetary Policy Rate remained unchanged at 14.0 percent during January to June 2021 (compared to 15
percent in November 2020) to support Government’s economic recovery programme, the interbank and Treasury
Bill rates for all tenors rose during the period. The rise in Treasury Bill rates was a manifestation of the increase in
Government borrowing from the domestic banking system during the review period.
Reflecting the increase in the financing needs of the Government, total public debt increased to US$3.1 billion as of
the end of June 2021 from US$3.0 billion as at the end of June 2020. External debt increased to US$1.98 billion at the
end of June 2021 from US$1.96 billion at end of June 2020 while domestic debt including the verified stock of arrears
increased to Le 12.49 trillion from Le 10.18 trillion over the same period.
The Economic Bulletin for the first half of 2021 is divided into three (parts). Following the executive summary. Part
A describes global economic developments in the first half of 2021 and outlook for the rest of the year and 2022. Part
B discusses domestic economic performance and outlook and is sub-divided into five (5) sections. Part C presents an
assessment of Sierra Leone’s performance under the ECOWAS macroeconomic convergence criteria for the introduction
of the single currency. Under part B, section 1 describes developments in the real sector including domestic output and
consumer price inflation. Section 2 presents an analysis of developments in the external sector; section 3 discussed fiscal
developments including revenue and expenditure outturns; section 4 examines the evolution of public debt; section 5
looks at developments in monetary and banking sectors, while section 6 presents the outlook of the economy for the
of 2021 and 2022. Part C presents an analysis of Sierra Leone’s performance under the ECOWAS macroeconomic
convergence criteria for the introduction of the single currency in West Africa.
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PART A. GLOBAL AND REGIONAL ECONOMIC
PERFORMANCE AND OUTLOOK
The global economy, which contracted by 3.2 percent in 2020 due to the devastating impact of the COVID-19
pandemic showed signs of recovery during the first half of 2021 albeit with widening divergence among
advanced, emerging and developing economies and Sub-Saharan Africa. The divergence in the growth rates
of these regions reflect the differences in the availability of vaccines as well as in the ability to provide fiscal
policy support. While developed countries have enough supplies of vaccines and fiscal buffers to provide
policy support, developing and low-income countries suffered from low vaccination rates and limited policy
support.
According to the April edition of the World Economic Outlook (WEO) published by the International Monetary
Fund (IMF), high-frequency data and sentiment indicators in the second quarter of 2021 indicated that the
recovery is widening beyond manufacturing to services; hence the global economy was poised to achieve the
6.0 percent growth rate projected in April 2021.
In developed economies, the recovery remained strong and economic activities continued to strengthen,
reflecting improvement in pandemic-related health metrics, progress in vaccination, combined with continued
policy support. The United States is experiencing the fastest recovery among the large advanced economies.
The US economy is projected to grow by 7.0 percent in 2021 before moderating to 4.9 percent in 2022.
Growth in the Euro area was not as robust as in the United States, reflecting a combination of factors including
the surge in the delta variant, disruptions to the global supply chains, and slow recovery in global trade, which
continued to cloud the outlook for the region and weakened both business and consumer confidence. As a
result, economies in this sub-group are projected to grow by 5.6 percent in 2021 and 4.4 percent in 2022.
In emerging economies including China, growth has been revised downward by 0.4 percent compared to the
April 2021 WEO projections largely because of markdown in emerging Asian economies. Growth prospects
in India and the countries in the ASEAN block were downgraded as their economies were severely affected
by the surge in the delta variant. In China, growth was also revised downward by 0.3 percent to account for
scaling back of public investment and overall fiscal support.
In sub-Saharan Africa, economic activities are projected to reach 3.4 percent in 2021 and 4.1 percent in 2022,
0.5 percent weaker for the 2022 forecasts compared to April 2021 WEO. Despite the improvement in global
economic conditions and rising commodity prices, Sub-Saharan Africa is also projected to grow slower than
the rest of the world on account of deteriorating pandemic-related health metrics as the delta variant surged,
limited availability of the vaccines, and inadequate resources for robust policy support.
Despite the buoyant outlook, the near-term prospects of the World economy remained highly uncertain, and
risks are clearly tilted to the downside. These risks include the emergence of new variants of COVID-19, slow
progress in vaccination and limited policy support in mostly developing and emerging economies, disruptions
to global supply-chains, slow recovery in global trade and rising global inflation.
Figure 1: Global and Regional GDP Growth Rates (2021-2022)

Source: IMF WEO
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Global inflation during the first half of 2021 was influenced by the COVID-19 induced transient demandsupply mismatches.; lingering supply chain bottlenecks and high and rising commodity prices. The rise in
global commodity prices that started in the last quarter of 2020 continued to firm up as mostly developed
economies open up their economies or introduce targeted commonsense measures to fight the delta variant.
Energy prices including petroleum products have been particularly resilient, rising by 62.5 percent in the
review period to almost $67.1 per barrel. Iron ore prices also rose strongly by 86.0 percent to a quarterly
average of $200.7 from an annual average of $108.9 in 2020.
Similarly, in emerging and developing economies, inflation was fueled by high and rising energy and food
prices, soaring shipping costs and supply chain bottlenecks. Global inflation is projected to remain elevated
till the end of 2021 and early 2022.
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PART B DOMESTIC MACROECONOMIC PERFORMANCE
1 REAL SECTOR
1.1
Domestic Output
During the first half of 2021, economic activities showed signs of recovery from the disruptions caused by the
COVID-19 pandemic, which resulted in the contraction of the economy by 2.0 percent in 2020. Preliminary
data for the first half of the 2021 indicated an increase in activities in the agriculture, mining, manufacturing,
construction, banking, telecommunications and trade as well as gradual recovery in hotel and tourism subsectors. The recovery in economic activities is broadly in line with the projected growth rate of 2.9 percent for
2021. The performance of various sectors during the first half of 2021 is presented below.
Figure 2: Growth Rates by Sectors

Source: Macro-Fiscal Policy Division
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Agriculture, Forestry, and Fishing:

The agriculture sector remains the largest contributor to GDP, accounting for an average of 53 percent of
domestic output over the past three years. Given its importance and as part of efforts to diversify the economy,
Government introduced a major policy shift in the agriculture sector in 2021 to improve productivity and
production. The policy shift involves increasing the role of the private sector in the procurement and distribution
of agricultural inputs with the objective of boosting agricultural productivity while ensuring transparency in
the delivery of agricultural inputs to farmers.
To operationalise the policy shift, Government established an Electronic Voucher System (E-Voucher) through
which agricultural inputs were provided to farmers in a transparent and efficient way. The e-Voucher Platform
was domiciled at the Rokel Commercial Bank and the sum of Le 60 billion was provided by Government
to support agricultural activities during the 2021 planting season. About 5,000 farmers were registered as
potential beneficiaries under the system. The support focused on the rice value-chain given that rice is the
staple food and accounts for a high proportion of food imports into the country. About Le8.2 billion worth
of seed rice was distributed to farmers through the E-voucher system. The Ministry of Agriculture and Food
Security also distributed 3,000 kilograms of cashew seeds to farmers nationwide.
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The Government also procured 200 tractors, 210 power tillers, and 2,410 agricultural implements and
established 14 Machine Rings in 14 districts to facilitate the preparation of large tracts of land especially for
rice cultivation. The management of the Machine Rings was contracted to the private sector to ensure efficiency
in operations. About 16,000 hectares of land, including 8,000 hectares of youth farms were mechanically
ploughed during the review period.
In support of Government’s economic recovery programme and recognising the potential of increased
agricultural output in containing food inflation, the Bank of Sierra Leone established an Agricultural Credit
Facility to facilitate the importation and distribution of agricultural inputs by registered agro-dealers through
commercial banks at a concessionary interest rate of 5 percent. About Le 16 billion of the Agriculture Credit
Facility was utilised by agro-dealers.
Development partners including the World Bank, International Fund for Agricultural Development, African
Development Bank, European Union and the Islamic Development Bank also supported the sector through
the provision of agricultural inputs, rehabilitation of Inland Valley Swamps (IVS) and cash crop plantations.
In addition, three private sector investments in the production of rice, palm oil, cashew, cocoa and coffee
continued during the first half of 2021.
On the basis of the support provided by the Government and development partners combined with private
investments in the production of food and cash crops, the crop sub-sector is projected to grow by 2.9 percent
in 2021 from 2.1 percent in 2020. Available trade data for the first half of 2021 indicates that, the volume of
rice imports dropped by 31 percent to 280.6 thousand metric tons in the first half of 2021 from 406.6 thousand
metric tons in the corresponding period in 2020. This could be attributed partly to the increase in domestic
rice production. Projections by the Ministry of Agriculture and Food Security indicates that domestic rice
production will increase to 1.09 million metric tons in 2021 from 1.03 million metric tons in 2020.
Following increased private sector investment in oil palm production by Gold Tree in Daru, Kailahun District,
and SUCFIN in Sahn Marlen in Pujehun District, the volume of Palm oil exported, (a proxy for production),
increased by more than seven-fold to 2.26 million metric tons during the first half of 2021 from 2.76 million
metric tons during the same period in 2020.
Livestock
With support from the Food and Agriculture Organisation (FAO), the Ministry of Agriculture and Food
Security established and equipped an Epidemiology Unit for the collection, analysis, and presentation of
animal diseases and resources information system. In addition, eight (8) livestock inspection posts have
been rehabilitated in 4 border districts; (one in Kambia, four in Falaba, two in Kono and, one in Karene. The
capacity of Community Animal Health Workers was also strengthened with the provision of 71 motorbikes
to all the district agricultural offices. With support from the REDISSE Project, two (2) Ambulances were
also procured for the transportation of samples/specimen. Furthermore, one million and eighty-six thousand
(1,086,000) small ruminants were vaccinated against PPR; poultry was also vaccinated against NCD while
dogs and cats against Rabies. The private sector has also established several poultries throughout the country.
On this basis of these interventions by Government and development partners including Non-Governmental
Organisations (NGOs) as well as the private sector, the livestock sub-sector, is projected to grow by 2.0
percent in 2021 from 0.2 percent in 2020.
Forestry
While timber logging is on-going both for export and domestic use, there are several interventions by
Government and development partners to conserve and preserve the forests including the implementation of
the National Tree Planting and the Reforestation and Afforestation Projects that support forest development,
protection, and control. The Ministry of Agriculture completed the planting of one million six hundred
thousand (1,600,000) out of the projected five million (5,000,000) trees to replace trees being cut down for
timber production for the domestic and export markets during the review period. An estimated 14,000 Assorted
Forest Tree Seedlings have been planted along the TRANSCO CLSG project areas. The construction of the
fire belt was also completed under the community-based forest management programme. The training was
also provided to Community Forest Management Committees and District Forest Officers on Conservation
Practices. The growth of the forestry sub-sector is projected at 1.5 percent in 2021 from 0.8 percent in 2020.
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Fisheries
During the review period, the Government provided fishing boats, nets, and other gears to local fishing groups
and individuals to mitigate the impact of COVID -19 on the fisheries sector. The Government also continued
with efforts to combat illegal, unreported, and unregulated (IUU) fishing through routine fisheries surveillance
patrols, using the Vessel Monitoring System (VMS) and other satellite-based means to remotely monitor
industrial fishing vessels. The Ministry of Fisheries and Marine resources also collaborated with Community
Management Associations (CMAs) to ensure compliance with best fisheries practices.

Government also continues to enforce the “Closed Season” for fishing activities, which is a resting period to
ensure fish replenishment as prescribed by the Fisheries Management Plan. An estimated 10.6 thousand tons
of assorted fish and 8.1 thousand tons of shrimps were produced during the first half of 2021. The fisheries
sector is projected to grow by 1.5 percent in 2021 from 0.2 percent in 2020.
Mining
The mining sector recovered during the first half of 2021 from the negative growth recorded in 2020, reflecting
mainly the resumption of iron ore mining at the Tonkolili Mines and the increase in diamond production partly
supported by the recovery of the global economy in general and the resumption of international flights in
particular, following the relaxation of COVOID-19 restrictions.
Following the resumption of mining at the Tonkolili iron ore mine by Kingho, 468.5 thousand wet metric tons
was produced during the first half of 2021 compared to zero production during the same period in 2020 during
which the mine was temporarily shut down due to weak market conditions. Diamond output increased by 16.8
percent to 417.4 thousand carats during the first half of 2021 relative to the first half of 2020. Gold output also
increased by 17 folds to 47.4 thousand grams during the first half of 2021. Similarly, titanium increased by
almost three-folds to 9.82 thousand dry metric tons. Zircon, a bye-product of rutile increased by 278 percent
to 9.68 thousand metric tons
In contrast, bauxite output decreased by 18.8 percent to 651.5 thousand wet metric tons; rutile by 10.2 percent;
and ilmenite by 15.5 percent. Gold concentrate fell by 66.3 percent to 264 WMT during the same period. The
mining and quarrying sub-sector is projected to recover by 4.8 percent in 2021 after stagnating in 2020.
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Manufacturing
The manufacturing sector also recovered from the drop in output during the first half of 2020 caused by
the devastating impact of COVID-19. The disruptions to supply chains and Foreign Direct Investment (FDI
inflows), made it hard for the manufacturers to import raw materials, intermediate goods, machinery, and other
production inputs during the first half of 2020.
Following the relaxation of international and domestic COVID-19 restrictions and the ensuing increase in
economic activities during the first half of 2021, the sector recorded increased production of most products
with the exception of acetylene, oxygen, and confectionery. Compared to the output levels during the first
half of 2020, the production of beer and stout increased by 53.4 percent; maltina by 40.4 percent; cement by
27.2 percent; paint by 8.3 percent and common soap by a marginal 0.3 percent. In contrast, the production of
acetylene output fell by 15.8 percent, oxygen 25.1 percent, and confectionery by 2.3 percent. The manufacturing
sub-sector is projected to grow by 1.0 percent during 2021 after contracting by 6.7 percent in 2020.
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Electricity and Water Supply
Electricity Generation
Total electricity generated by the three major sources of power during the period under review increased by
1.4 percent to 277,713,070 Kwh during the first half of 2021 from 273,844,641 Kwh during the same period
in 2020. The Karpower Ship accounted for over 70 percent of the total electricity generated during the review
period, followed by Hydropower stations and the thermal stations in Kingtom and Black Hall Road.

Despite having the lowest contribution to total electricity generated, the thermal stations at Kingtom and Black
Hall Road recorded the highest increase in output (164.4 percent) relative to the output generated during the
first half of 2020, followed by the Karpower ship. The generation of electricity from the hydropower stations
declined by 22 percent during the first half of 2021 compared to the output during the corresponding period
in 2020.

Water Supply
Several interventions by Government and development partners are underway to improve the water supply
situation in the country. The Foreign and Commonwealth Development Office (FCDO) funded feasibility
studies and detailed design on the rehabilitation of the Guma Dam, the Water Treatment Plant, Transmission
Network, leakage management for the distribution network, Spur Road pumping station, an extension of
the distribution network and refurbishment of the Allen Town water supply system. The World Bank has
also funded the Freetown Emergency Recovery Project that will rehabilitate the water treatment plant at the
Babadorie Dam, Regent, and the laying of a 4 km distribution network in communities close to the mudslide
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area at Mortormeh. The Government has solely funded the Lumley–Aberdeen Beach Road Water Supply
Improvement Project, which provides service connections to recreational centres and businesses along the
beach. Funding has been secured from the African Development Bank and other partners for the improvement
of the water supply infrastructure in Freetown for increased access to sustainable water supply, sanitation
services, and hygiene.
The Sierra Leone Water Company was established in 2001 with the mandate of providing potable water supply
services to six provincial towns in the country. Under the SALWACO Act 2017, the mandate was extended
to provide water and sanitation services to four regions of the country (North, North -West, East and South)
which accounts for an estimated 5.6 million people, representing 80% of the country’s population (2015
census). The company currently provides piped borne water supply services to a total of 12 towns namely Bo,
Kenema, Makeni, Lungi, Kambia, Lunsar, Magburaka, Port Loko, Kabala, Pujehun and Kailahun, Mile 91
and Yonibana.
The Electricity and Water supply sub-sector is projected to grow by 2.0 percent in 2021 after growing by 3.6
percent in 2020.
Construction
The construction sub-sector is projected to recover during 2021. On the basis of the two proxies (cement and
paint production), construction activities picked up during the period under review. Relative to the first half of
2020, cement production increased by 27.2 percent while paint and varnishes increased by 8.3 percent during
the first half of 2021. Imported cement increased by 19.5 percent to 510.6 thousand metric tons in June 2021
compared to 427.3 thousand metric tons during the same period in 2020. Actual domestic capital expenditure
was also higher than budgeted during the first half of 2021.

Tourism
The tourism sector has been identified as one of the growth sectors that would aid the diversification of the
economy and the creation of job opportunities for women and youths.
To support the recovery of the sector from the impact of COVID-19 and position Sierra Leone as a competitive
and attractive tourist destination, the National Tourist Board undertook robust marketing through participation
in international trade fairs and exhibitions, digital marketing, and promotional activities during the period
under review. With the support of the World Bank under the Sierra Leone Economic Diversification Project
(SLEDP), the Ministry of Tourism and Cultural Affairs developed a Marketing and Rebranding Strategy
including a new logo and slogan for Sierra Leone (Explore Freedom). Government also constructed a Tourism
Information Centre in the Western Area, for the first time, to provide tourist related information to visitors.
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In terms of country of origin, tourist arrivals from the ECOWAS sub-region accounted for 16.4 percent of the
total arrivals, Non-ECOWAS countries, 10.8 percent; Asia 10 percent; America 25.8 percent; Middle East 8.5
percent; Europe 23.7 percent and Australia 5.1 percent
Following the decline in COVID-19 infections and related relaxation of COVID restrictions during early
2021, tourist arrivals increased significantly during the first half of 2021 compared to the same period in 2020.
Tourist arrivals by air increased by 44.6 percent to 17,503 in the first half of 2021 from 12,102 in the first half
of 2020. On this trend and the expected roll-out of COVID vaccines locally and internationally, the trade and
tourism sub-sectors are expected to grow by 8.0 percent in 2021 from the contraction of 29.6 percent in 2020.
Telecommunications
The communication sub-sector is expanding significantly owing to the increase in public investments in ICT
infrastructure through the Universal Access Development Fund Agency and the implementation of a business
model using the deployed National Fibre Backbone to enhance broadband access nation-wide.
Due to increased monitoring and enforcement of regulations by the National Telecommunication Company
(NATCOM), growth in the telecommunications sub-sector remained stable during the review period. The total
number of subscribers, which stood at 6.6 million in 2020 is estimated to have increased by 9.1 percent to
7.2 million in 2021 while mobile voice subscription is estimated to have increased by 10.8 percent from 7.4
million in 2020 to an estimated 8.2 million in 2021.
The number of licensed service providers during the period under review includes Mobile network operators
(4) Independent service providers (17), Frequency Modulation (143), a fixed network operator (1) while
Television is estimated to increase by 60 percent from 15 in 2020 to an estimated 24 by end 2021. During the
same period, the internet penetration rate is estimated at 22.4 percent in 2021 from 20.57 percent in 2020. The
telecommunications, storage and transport sub-sector is projected to grow by 2 percent in 2021 after growing
by 2.6 percent in 2020.
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1.2

Consumer Price Inflation

Inflationary pressures moderated during the first half of 2021. The year-on-year end period inflation fluctuated
with a declining trend during January to June 2021. The downward trend in inflation, which began during
July to December 2020 continued into the first quarter of 2021 reaching a single digit of 8.9 percent in March
2021, the first time in six years. The sharp fall in inflation during the first quarter of 2021 reflected partly the
reversal of price increases, which occurred during the first quarter of 2020 due to panic buying in anticipation
of the imposition of COVID-19 containment measures. Subsequently, end period inflation rose gradually to
10.2 percent in June 2021 but remained below the 14.4 percent recorded in June 2020. The annual (twelve
month) average inflation also declined steadily from 14.7 percent in June 2020 to 11.1 percent in June 2021.

The decline in the headline inflation was driven mainly by the fall in the prices of non-food items while
food prices remained high. Non-food price inflation declined from 12.3 percent in June 2020 to 4.5 percent
in June 2021. In contrast, food price inflation remained high averaging 16.7 percent, outpacing the overall
consumer price inflation, over the period June 2020 to June 2021. This trend mirrored the rise in global food
prices, which is attributed to higher shipping costs, higher fertiliser prices, labour shortages and supply chain
disruptions due to the COVID-19 pandemic.
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In general, the moderation in inflationary pressures during the review period was influenced by the stability
in the exchange rate, increased availability of basic consumer goods facilitated by the Bank of Serra Leone
Special Credit Facility, relaxation of COVID-19 restrictions, which enabled the movement of goods and
people within the country and across the borders to neighbouring countries. These factors, combined with
the proactive monetary policy stance supported by prudent fiscal policy contributed to the decline in headline
consumer price inflation during the first half of 2021.

2

EXTERNAL SECTOR

The external trade sector remained challenged in the first half of 2021 as the sharp increase in imports far
outpaced the increase in exports, resulting in the widening of the trade deficit relative to the first half of 2020.
The sharp increase in imports during the review period reflected the recovery of key sectors of the economy
from the disruptions caused by COVID-19 during the first half of 2020. Despite this, the official exchange
rate of the Leone to the US Dollar was relatively stable as gross foreign reserves increased during the period
following the disbursement of budget and balance of payments support by the World Bank and the IMF,
respectively.
2.1
Merchandise Exports
Total merchandise export earnings increased by 6.9 percent to US$301 million during the first half (January
to June) 2021 from US$ 281.5 million during the same period in 2020. Domestic exports increased by 47.3
percent to US$296.3 million while re-exports dropped by 94.1 percent to US$4.7 million over the same
period. The increase in exports earnings was attributed to higher export volumes of minerals and agricultural
commodities combined with the rise in international commodity prices.
2.2
Mineral Exports
The value of mineral exports increased by 63.7 percent to US$245.8 million, accounting for 81.7 percent of total
export earnings in the first half of 2021. The increase in the value of mineral exports reflected the resumption
of iron ore and zircon exports, which amounted to US$68 million and US$708 thousand, respectively, as well
as the increase in diamonds, rutile exports and other mineral exports by 63.3 percent, 4.4 percent, and 242
percent, respectively.
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In contrast, export earnings from bauxite and ilmenite dropped by 22.4 percent and 4.4 percent, reflecting the
18 percent and 68.1 percent drop in production volumes, respectively. Despite the more than two-fold increase
in gold production, export earnings dropped by 1.2 percent during the review period.
Agricultural Exports
Agricultural exports receipts including palm oil and timber increased by 34.7 percent to US$ 39.4 million in
the first half of 2021 from US$ 29.2 million in the same period in 2020. The increase was driven mainly by
the over ten-fold increase in palm oil export receipts to US$16.5 million in the first half of 2021 from US$ 1.4
million during the same period in 2020. The share of palm oil in agricultural exports increased to 41.9 percent
in the first half of 2021 from 5 percent in the first half of 2020. This was followed by timber, even though its
contribution declined to 36.2 percent from 70.8 percent over the same period in 2020.
Exports receipts from cocoa also increased by 33.0 percent while fish and shrimps by 2.3 percent over the
period. However, coffee and timber exports receipts dropped by 55.8 percent and 31.1 percent, respectively,
reflecting the drop in the production volumes of the two commodities during the review period. The drop in
coffee production was attributed to the on-going rehabilitation of coffee plantation.

2.2

Merchandise Imports

The value of total merchandise imports increased by 41.7 percent to US$983 million during the first half of
2021 from US$ 693.8 million during the same period in 2020. The increase in imports was largely driven by
higher imports of crude materials, fuel and lubricants, chemicals and machinery, and transport equipment,
reflecting the recovery in economic activities. Imports of mineral fuel and lubricants increased by 20.6 percent
to US$ 205.5 million, of which, fuel import increased by 14 percent to US$142.2 million. Crude materials
increased by 75.2 percent to US$15 million; chemicals by 222 percent; machinery and transport equipment by
60.1 percent to US$ 160 million. The importation of beverages and tobacco also increased by 28.5 percent to
US$13.4 million; manufactured goods by 20.6 percent to US$ 102.4 million; and miscellaneous manufactured
articles by more than three-folds to US$ 146 million.
In contrast, food imports declined by 17.4 percent, reflecting the decline in rice imports by 30.8 percent to US$
66.4 million during the first half of 2021 relative to the same period in 2020. Similarly, the value of animal
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and vegetable oil imports declined by 80.4 percent over the same period, reflecting the increase in domestic
production of vegetable oil by two manufacturing companies, JOLAX and Kissy Industries.
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2.3

Trade Balance

Reflecting the sharp increase in imports, which outweighed the increase in exports, the trade deficit widened
to US$682 million in the first half of 2021 from US$399 million in the corresponding period in 2020.

2.4

Gross Foreign Reserves

The gross foreign reserves of the Bank of Sierra Leone increased to US$695.0 million, the equivalent of
4.6 months of imports as at the end of June 2021 from US$653.8 million as at the end June 2020 mainly
due to the disbursement of the balance of payments and budget support by the IMF and the World Bank,
respectively, during the first half of 2021. Significant inflows during the first half of 2021 included receipts from
Sierra Rutile (US$11.70 million), transactions with commercial banks (US$7.30million), other government
receipts (US$7.91million), and disbursement from multilateral and bilateral development of which; IMF
(US$50.37million) and World Bank (US$26.47million.
2.5

Exchange Rate

The exchange rate of the Leone to major international currencies was relatively stable during the first half of
2021. The Leone depreciated against the US Dollar by 1.5 percent from Le 10, 094.9 in December 2020 to Le
10,251.3 per US Dollar in June 2021.
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The chart below shows the monthly rate of depreciation of the Leone relative to the US dollar. Following a
monthly depreciation of 0.9 percent in January 2021, the exchange rate depreciated by a monthly average of
not more than 0.2 percent during February to June 2021.
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3

GOVERNMENT FISCAL OPERATIONS

The main objective of fiscal policy in 2021 was to intensify domestic revenue mobilization and pursue prudent
expenditure management in order to preserve fiscal and debt sustainability while creating the fiscal space to
address critical spending needs in priority sectors.
3.1

Total Domestic Revenue and Grants

Total domestic revenue and grants amounted to Le4.04 trillion (8.6% of GDP) in the first half of 2021, which
is comparatively higher than the Le 3.1 trillion (7.8 percent of GDP) recorded in the first half of 2020.
3.1.1

Domestic Revenue

Domestic revenue collected during the first half of 2021 amounted to Le 3.38 trillion (7.2 percent of GDP),
indicating a nominal increase of 27.0 percent over the Le 2.66 trillion (6.7 percent of GDP) collected during
the same period in 2020. The amount collected also exceeded the original target of Le 3.28 (7.0 percent of
GDP) by Le119.1 billion. Income taxes, GST, import duties, parastatal dividends, timber export levy and road
user charges met their respective half yearly targets. Also, all operational departments of the NRA collected
significantly higher revenues during the first half of 2021 than the amounts collected in the corresponding
period in 2020. In contrast, petroleum excises, fisheries royalties, revenues from other MDAs were below
their respective half-yearly targets and at the same time lower than the amounts collected in the corresponding
period in 2020. Below is the analysis of performance by revenue streams:
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Income Taxes
Income taxes comprising personal income tax, corporate tax, and withholding taxes collected in the first
half of 2021 amounted to Le1.23 trillion (2.6. percent of GDP) indicating a nominal increase of 31 percent,
from Le 944. 5 billion (2.3 percent of GDP) collected in the same period in 2020. The amount collected also
exceeded the target for the first half of the year by Le19.40 billion. The improved collection of income taxes
could be attributed to the recovery in economic activities following the lifting of COVID-19 containment
measures and collection of rental income tax as well as the implementation of various reforms including the
installation of Integrated Tax Administration System (ITAS), and implementation of the Block Management
Registration System (BMRS).
Goods and Services Tax
Good and Services Tax increased by 32.7 percent to Le 624.51 billion (1.3 percent of GDP) in the first half of
2021 from Le 465.10 billion (1.1 percent of GDP) collected in the first half of 2020. Of the total GST collected,
domestic GST amounted to Le 251.7 billion while import GST amounted to Le 372.8 billion. The impressive
collection of GST during the period could partly be attributed to the recovery in private consumption as well
as the rollout of the Electronic Cash Register (ECR) for the administration of GST.
Customs and Excise Duties
Customs and Excise Duties amounted to Le 718.5 billion (1.5 percent of GDP), 20.2 percent higher than the
amount collected during the same period in 2020 and 12.1 percent above the target. The improved performance
was accounted for mainly by the sharp increase in revenue generated from import duties, which more than
offset the decrease in excise duty on petroleum products.
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Import duties increased to Le431 billion in the first half of 2021 from Le 296.66 billion in the corresponding
period in 2020. The improved performance in import duties was largely driven by the general increase
in dutiable imports, the roll-out of the new ASYCUDA World for the customs of imported goods and the
management of requests for duty waivers under Customs Electronic Single Window.
Excise duty on petroleum products declined from Le277 billion in the first half of 2020 to Le 262.16 billion.
The drop in petroleum excise duties could be attributed primarily to the policy decisions by Government not to
fully pass-through the increase in international oil prices to petroleum pump prices as part of efforts to cushion
the adverse effect of the COIVD-19 pandemic on the population.
Mining and Fisheries Royalties
Mining royalties and licenses were broadly on target at Le139.08 billion. Royalty on fisheries amounted to Le
47.6 billion below the target of Le53.8 billion. The Moratorium on extraction and export of marine resources
imposed in May 2021 and the continued ban on licensing of new fishing vessels explained the drop in revenues
from the fisheries sector. Parastatal dividends comprising mainly concession fees from Bollore amounted to
Le75.1 billion.
Non-Tax Revenues
Non-tax revenues collected by Ministries, Departments and Agencies (MDAs) amounted to Le424.9 billion.
Of this, fees and levies collected by other MDAs amounted to Le 33.2 billion; Timber export royalties Le192.4
billion; and TSA agencies Le 199.3 billion. Road User Charges amounted to Le 105.2 billion.
In addition to the recovery in economic activities, the undermentioned reasons explained the improved revenue
performance in the first half of 2021 relative to the target and the corresponding period in 2020:
•

•
•
•
•
•
•

3.1.2

Increased tax compliance arising from taxpayer engagements in preparation for the 			
implementation of tax reforms including the roll-out of the Electronic Cash Register (ECR), 		
Integrated Tax Administration System (ITAS), installation of the Valuation Module of ASYCUDA
World, Electronic Single Window Integration, and Block Management Registration System;
Opening of international trade thereby enhancing the collection of international trade taxes and 		
timber export royalties;
Reduced COVID-19 restrictions in the first half of 2021 thereby enhancing the collection of 		
consumption related revenues;
Close monitoring of revenue collection through collaboration with stakeholders and weekly 		
revenue meetings;
Increased taxpayer sensitisation and education through traditional and social media
Implementation of compliance and revenue enhancing provisions in the Finance Act 2021 and;
The roll-out of the ECR for the administration of GST, and ITAS for the electronic registration 		
of tax payers as well as filing and payment of taxes in the second Quarter of 2021 also contributed
to the improved revenue collection during the review period.
Grants

Total grants disbursed by our development partners during January to June 2021 amounted to Le 660.6 billion
(4 percent GDP) recording a shortfall of Le 241.4 billion due to the non-receipt of the budgeted debt relief
assistance. However, grants received during the review period are higher than the amount of Le433.2 (1.1
percent of GDP) received during the same period in 2020.
Of this, programme grants, comprising mainly the energy budget support disbursed by the World Bank
amounted to Le 270.1 billion. Project grants disbursed by development partners amounted to Le390.5 billion
during the review period, higher than the Le139.9 billion received in the same period in 2020.
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3.2

Total Expenditure and Net Lending

Total expenditure and net lending amounted to Le 6.11 trillion (13 percent of GDP) in the first half of 2021.
This level of expenditure was 42.5 percent higher than the expenditure of Le4.26 trillion (10.4 percent of
GDP) recorded in the same period in 2020. The amount also exceeded the half-year budgeted expenditure by
Le390.32 billion due to higher-than-budgeted recurrent and domestic capital spending.
3.2.1

Recurrent Expenditure

Recurrent expenditures comprising wages and goods and services, subsidies and transfers, and interest
payments amounted to Le4.20 trillion (8.9 percent of GDP) in the first half of 2021. Recurrent spending
during the review period was 32.7 percent higher than the Le 3.16 trillion (7.7 percent of GDP) recorded in
the corresponding period in 2020.
Recurrent expenditures exceeded the budgeted amount by Le136.9 billion due to overruns in all categories
of recurrent spending including wages and salaries, goods and services, subsidies and transfers and interest
payments.
Wages and salaries
The Wage bill increased to Le1.84 trillion (3.9 percent of GDP) in the first half of 2021 from Le1.58 billion
(3.9 percent of GDP) in the first half of 2020. Wages and salaries exceeded the budgeted amount by Le10.5
billion due to overrun in social security contributions and higher-than budgeted increase in the salaries of
university lecturers (50 percent increase instead of the budgeted 25 percent). The recruitment of additional
health workers and teachers also contributed to the higher payroll costs during the first half of 2021 relative to
the same period in 2020.
Interest payments
Total interest payments on both domestic and external debt amounted to Le717 billion (1.5 percent of GDP) in
the first half of 2021, recording an overrun of Le 11.00 billion. Interest payments on domestic debt amounted to
Le667.5 billion, exceeding the projected amount by Le25 billion due to the increase in Government borrowing
at higher Treasury Bill rates from the domestic market to continue to continue to implement Government’s
COVID-19 economic and health response programmes. Interest payments on foreign debt amounted to
Le49.5 billion, lower than the budgeted amount by Le14 billion, which could be attributed to the stability in
the exchange rate. Principal repayments (amortization) on foreign debt amounted to Le191.8 billion during
the review period.
Non-salaries, Non-interest Recurrent Expenditures (NSNI)
Total Non-Salaries, Non-Interest (NSNI) Recurrent Expenditures amounted to Le 1.64 trillion (3.5 percent
GDP) during the first half of 2021, exceeding the budgeted amount by Le 115.4 billion. This level of spending
was also 69.3 percent higher than the amount recorded during the corresponding period in 2020. The higher
NSNI expenditure was accounted for by overruns in expenditure on goods and services and subsidies and
transfers owing to the continued need to mitigate the impact of COVID-19 on the population.
Expenditure on Goods and Services amounted to Le870.3 billion, surpassing the budgeted amount by Le 93
billion due to higher spending on the security sector. The higher-than-budgeted spending on the security sector
(military, police, correctional services and fire force), was partly offset by lower-than-anticipated spending on
the social, economic and general sectors.
Subsidies and Transfers amounted to Le769.3 billion compared to the budgeted amount of Le747.10 billion,
indicating an overspending of Le 22.2 billion. The overrun was accounted for mainly by higher-than-anticipated
transfers to NaCOVERC and loans to State-owned Enterprises (SoEs). The Road Maintenance Fund and
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Treasury Single Account (TSA) agencies received higher transfers than budgeted due to higher collections of
Road User Charges and other revenues by the TSA agencies, respectively. Transfers to local councils were
lower –than budgeted during the first half of 2021.
3.2.2

Capital Expenditures

Total capital expenditure amounted to Le1.92 trillion (4.1 percent of GDP) in the first half of 2021 compared to
Le1.10 trillion (2.7 percent of GDP) during the same period in 2020. Relative to the budget, capital expenditure
recorded an overspending of Le 261 billion due to overruns in domestic capital spending. Domestic capital
expenditure amounted to Le1.02 trillion, recording an overrun of Le256.5 billion above the budgeted amount
on account of additional spending on human capital development as well as payments to contractors for ongoing infrastructure projects in the roads, energy and water sectors.
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3.3

Budget Deficit and Financing

The budget deficit, excluding grants, widened to Le2.74 trillion (5.8 percent of GDP) in the first half of 2021
from Le1.6 trillion (3.9 percent of GDP) in the first half of 2020. The deficit, including grants, was estimated
at Le2.12 trillion (4.5 percent of GDP) for the first half of 2021 compared to Le1.17 trillion (2.1 percent of
GDP) during the first half of 2020.
The deficit was financed by borrowing mostly from the domestic bank and non-bank sectors during the review
period. Domestic financing was estimated at Le1.29 trillion (2.7 percent GDP); of which, bank financing
amounted to Le 1.02 trillion and non-bank financing, Le 266.8 billion. Bank financing included borrowing from
the Bank of Sierra Leone amounting to Le 499.5 billion and from the commercial banks, Le 521.7 billion. The
amount borrowed from the Bank of Sierra Leone included IMF RCF resources of Le409.6 billion on-lent to
the Government to support budget operations; Ways and Means Advances of Le26.4 billion and Government
securities of Le116.3 billion held by the Bank of Sierra Leone. Net foreign financing was estimated at Le307.2
billion (foreign loans of Le499 billion less principal repayments of Le191.8 billion).
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4

PUBLIC DEBT

The overall objective of Public Debt management policy was to maintain debt sustainability and reduce debt
vulnerabilities. Accordingly, to minimize the burden of high external debt, the Government continued to
prioritise highly concessional loans and grants to finance infrastructure projects. The Ministry of Finance
updated the Medium-Term Debt Strategy (MTDS) in June 2021 with technical assistance from the IMF and
the World Bank to inform appropriate financing strategies that would lower the cost and risks of the existing
public debt portfolio. The MTDS incorporated the Arrears Clearance Strategy and Principles to demonstrate
the Government’s commitment towards liquidating the verified stock of domestic suppliers’ arrears.
Total public debt was estimated at US$3.1 billion as of the end June 2021 from US$3.0 billion at the end of
June 2020. Of this, external debt was estimated at Le 20.5 trillion (US$1.98 billion) or 47 percent of GDP
and domestic debt, including the verified stock of domestic arrears at Le12.5 trillion (US$1.14 billion) or (28
percent of GDP). The share of external debt to total public debt decreased to 62.2 percent in the first half of
2021 from 64.3 percent in the first half of 2020 while the share of domestic debt increased to 31.8 percent from
35.7 percent over the same period.
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4.1

Domestic Debt

Domestic debt including the verified stock of arrears stood at Le 12.49 trillion as at end June 2021 compared
to Le 10.18 trillion at the end of June 2020. The increase in domestic debt was partly driven by increased
Government borrowing from the domestic banking system and the non-bank public through the sale of
Government securities (treasury bills and bonds) to finance the national budget. Treasury bills sold increased
by 35.6 percent to Le7.23 trillion as at June 2021while treasury decreased by 6 percent over the same period.
Ways and Means Advances from the bank of Sierra Leone increased by 4.9 percent. Arrears owed to suppliers/
contractors increased by 16.9 percent.

As at the end June 2021, an estimated 53 percent of the domestic debt was held by commercial, mostly in
the form of treasury bills. This is followed by arrears of Le3.49 trillion owed to suppliers and contractors,
accounting for 27.9 percent of domestic debt. The Bank of Sierra Leone held about 10.5 percent, mostly
treasury bills while the non-bank public including NASSIT, Discount Houses, CSE and the general public held
about 8.4 percent of the domestic debt.
4.2

External Debt

External debt is estimated at US$1.98 billion as at end of June 2021 compared to US$1.87 billion at the end
June 2020, indicating an increase of 6.2 percent over the period. The increase was due to emergency support
provided by the IMF under the Rapid Credit Facility in support the of Government’s response to the CoVID-19
pandemic. The IMF disbursed about US$35.26 million in the first half of 2021 to support Government policy
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reform efforts aimed at reinforcing the country’s recovery from the pandemic, preserving macroeconomic
stability, and sustaining inclusive long-term growth.
Multilateral Creditors account for the bulk of the external debt stock (79 percent), bilateral creditors (12
percent), and commercial creditors (9 percent) during the review period.

4.3

Public Debt Service Payments

Total debt service payments amounted to Le 1.07 trillion as at the end of June 2021. Of this amount, interest
payments amounted to Le717 billion and principal repayments (amortization), Le348.7 billion.
Debt service payments on external debt decreased by 34.7 percent to Le190 billion as at end of June 2021
from Le 291 billion at the end of June 2020. This accounted for 17.9 of the total public debt service payments
at end of June 2021. The decrease in debt service payments on external debt was driven by the reduction in
both the principal repayments (57.2 percent) and interest payments (41.5 percent) over the period. This in turn
could be attributed to the debt relief provided by the IMF under the Catastrophic Debt Relief Initiative and the
Debt Service Suspension Initiative (DSSI) launched by the G-20, which saw debt service payments to some
bilateral creditors being postponed to the end of 2021.
Debt service payments on domestic debt increased by 9.6 percent to Le875.3 billion as at the end June 2021
and accounted for 82.1 percent of total debt service payments. The increase was driven mainly by the 23.7
percent rise in interest payments, which more than offset the 19.9 percent decline in principal repayments,
mostly on domestic bonds issued to contractors in lieu of arrears payments.
The larger share of domestic debt service payments despite its relatively lower share of total public debt
reflects the higher cost of borrowing from the domestic market as well as the repayment of maturing bonds
issued in previous years in lieu of arrears owed to suppliers and contractors.
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5

MONETARY AND FINANCIAL SECTOR DEVELOPMENTS

The focus of monetary policy in the first half of 2021 was to support Government’s economic recovery
programme, while mindful of the mandate to stabilize domestic consumer prices. Monetary policy also
focused on limiting financial sector risk and strengthening resilience to external shocks. Accordingly, the Bank
of Sierra Leone reduced its key policy rate by 100 basis points to 14.0 percent in December 2020 and left it
unchanged for the entire first half of 2021.
5.1

Monetary Aggregates

On a year-on-year basis, monetary aggregates expanded during June 2020 to June 2021 driven by the increase
in credit to Government by the banking system. While Broad Money continued to expand further, Reserve
Money growth slowed down following significant expansion in the preceding period (June 2019 to June 2020).
Broad Money
On a year-on year-basis (June 2020 to June 2021), Broad Money (M2) grew further by 32.8 percent as at end
of June 2021 after growing by 20.4 percent in the preceding period (June 2019 to June 2020).
With regards to the sources of money supply, the growth in M2 was driven by the growth in both Net Foreign
Assets (NFA) and Net Domestic Assets (NDA) of the banking system. The NFA of the banking system grew
by 20.4 percent as at end of June 2021, driven by the sharp growth of the NFA of the commercial banks, which
outweighed the contraction of the NFA of the Bank of Sierra Leone. The NFA of commercial banks grew
by 41.4 percent as at end of June 2021, more than offsetting the 11.6 percent contraction in the NFA of the
BSL. The increase in foreign currency deposits held in their overseas correspondent banks accounted for the
increase in the Net Foreign Assets of the commercial banks. The contraction of the NFA of the BSL may be
attributed to the minimal increase in gross foreign reserves of the BSL during June 2020 to June 2021. Gross
foreign reserves of the BSL increased by 5.5 percent to Le6.68 trillion from June 2020 to June 2021 compared
to the increase of 39.3 percent in the preceding period. This was attributed to the relatively lower amount of
balance of payment and budget support disbursed during June 2020 to June 2021 compared to the amounts
disbursed during the first half of 2020. The IMF disbursed US$140 million of emergency support and the
World Bank US$100 million of budget support during the first half of 2020 compared to US$35.26 million
and US25 million disbursed during the first half of 2021, respectively.
Similarly, the NDA of the banking system increased by 39.2 percent as at end of June 2021, reflecting the
increase in net domestic credit to Government by the Bank of Sierra Leone and the commercial banks. Net
domestic credit to Government by the commercial banks grew by the 42.5 percent while credit to Government
by the Bank of Sierra Leone grew by 11.6 percent over the same period. Credit to the private sector by the
banking system grew by 18.7 percent as at end June 2021 boosted by the resumption of domestic economic
activities and increase in business and consumer confidence. Of this, credit to the private sector by the
commercial bank grew by 18.5 percent, more than compensating for the 41.7 percent contraction in the Bank
of Sierra Leone credit to the sector.
From the liabilities side (components of the money supply), the expansion in M2 reflected an increase in
both Narrow Money (M1) and Quasi Money. M1 grew by 35.4 percent as at the end of June 2021, due to an
increase in currency outside banks by 36.7 percent and demand deposits by 34.8 percent. Quasi Money (time
and savings deposits) increased by 26.1 percent mainly due to the growth in foreign currency deposits by
28.4 percent, which more than compensated for the 38.9 percent decline in local currency savings and time
deposits. Relative to the end of December 2020, broad money grew by 7.4 percent as at end June 2021.
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Reserve Money (RM)
The year-on-year growth in Reserve Money (RM) slowed to 10.8 percent as at the end June 2021 after growing
by 55.5 percent in the preceding period due to the contraction in the NFA of the Bank of Sierra Leone, which
partially offsets the growth in the NDA of the Bank. The NFA of the Bank of Sierra Leone contracted by 11.62
percent. In the contrast, the NDA of the BSL expanded by 22.86 percent driven by the 15.7 percent growth in
credit to Government by the Bank of Sierra Leone.

On the components of Reserve Money, the expansion in RM reflected the growth of currency issued, which
was partly offset by the contraction in commercial banks’ reserves held at the Bank of Sierra Leone. Currency
issued increased by 31.4 percent, which more than outweighed the 34.2 percent contraction in commercial
banks’ reserves held at the BSL. Relative to end December 2020, Reserve Money contracted by 3.8 percent
as at end June 2021.
5.2

Interest Rate Developments

The Monetary Policy Rate
The Monetary Policy Committee of the Bank of Sierra Leone reached a consensus to reduce the Monetary
Policy Rate by 100 basis points, to 14.0 percent in December 2020 from 15.0 percent in November 2020 and
maintained it at that level throughout the first half of 2021 in order to stimulate domestic consumption and
investment as parts efforts to support Government’s economic recovery programme. Correspondingly, the
Standing Lending Facility and Standing Deposit Facility were also reduced to 17.0 percent and 8.0 percent,
respectively in the same period.
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Money market Interest Rates
After declining during the second half of 2020 following the disbursement of RCF resources and related
payment of suppliers and contractors’ arrears, yields on all tenure of Government securities rose gradually
during the first half of 2021. The yield on the 91-day T-Bills declined from 9.46 percent in June 2020 to 3.15
in November 2020 before rising 3.9 percent in April 2021. There were no transactions in the 91-Days Treasury
bills window in May and June 2021, implying investors’ increased appetite for the long end of the market. The
182-days T-Bill rate also declined from 13.21 percent in June 2020 to 5.17 percent in December 2020 before
rising to 10.13 percent in May 2021. The 182 days T-Bill rate fell slightly to 9.61 percent in June 2021. Most
of the trading in the money market took place on the 365 days T-Bills window. The one-year T-Bill rate fell
sharply from 24.53 percent in June 2020 to 10.51 percent in December 2020 before rising to 21.59 percent in
June 2021. Similarly, the weighted average interbank rate declined from 17.73 percent in June 2020 to 9.81
percent in January 2021 before rising gradually to14.50 percent in June 2021. The rise in T-Bill rates during
the first half of 2021 reflected the increase in Government borrowing from the domestic banking system
during the period.
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Commercial Bank Savings and Lending Rates
The commercial bank savings rate decreased from 2.9 percent in June 2020 to 2.2 percent in June 2021. At
the same time, the highest commercial bank lending rate declined from 23.26 percent in June 2020 to 20.64
percent in June 2021. Despite this, the spread between the lending and deposit rates of commercial banks
remained wide, indicating weak financial intermediation.

5.3

Developments in the Banking Sector

The banking industry remained stable in the first half of 2021. However, lingering vulnerabilities from the
pandemic exist. Six (6) commercial banks met the minimum paid-up capital requirement as at the end June,
2021. Seven (7) banks have the capacity to augment their capital deficits from their balance sheets and are
awaiting regulatory approval, while one (1) bank is in the process of bringing in additional funds.
The Capital Adequacy Ratio (CAR) of 15.00 percent was met by all but two (2) banks for the period under
review. The industry’s CAR stood at 43.39 percent as of end of June 2021, compared with 47.14 percent for
the corresponding period in 2020, both above the statutory minimum of 15.00 percent. The liquidity of the
banking industry remained above the statutory limit, with an industry overall liquidity ratio of 106.4 percent
as at the end of June 2021, although it decreased slightly when compared to the ratio of 107.69 percent
recorded in June 2020. The industry’s non-performing loans (NPLs) ratio decreased by 5.7 percentage points
to 13.45 percent at the end June 2021, from 19.14 percent at end of June 2020, explained by payments of
outstanding arrears owed to contractors, which enabled banks to recover outstanding facilities. However, the
ratio remained above the 10.0 percent tolerable limit, with commerce and finance, construction, and business
services largely contributing to the high NPLs. The earnings of the banking industry remained robust in the
first half of 2021, with interest income accounting for 68.45 percent of earnings while other operating income
contributed 31.55 percent to the industry’s total income.
Also, as part of efforts to modernize its operations and policy processes, the BSL continued to implement legal
and institutional reforms during the review period to safeguard monetary and financial stability in the wake of
COVID-19 and improve operational efficiency and effectiveness. The BSL facilitated the implementation of
the National Strategy for Financial Inclusion, to make financial services available, accessible, and affordable
to all Sierra Leoneans and support an inclusive and resilient private sector-led growth including Micro- Small-,
and Medium-Enterprises (MSMEs). However, the participation of individuals and financial institutions in
the mobile money services space is being constrained by the absence of a National Switch which ensures
interoperability between mobile money operators and financial institutions. Also, the BSL continued to monitor
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the activities of participants accepted into the Regulatory Sandbox programme. The Sandbox programme was
designed to provide a conducive regulatory environment to facilitate the deployment of innovative FinTech
products, services, and solutions through testing of these solutions in a confined space prior to wider launch
in the country.
5.4

Payments Systems Development

Sierra Leone signed a ten million USD loan agreement with the World Bank to fund a National Financial
Inclusion Project, which includes the purchase of a payment switch. Contracts to procure and deploy the
hardware component of the Switch, the services of a National Switch Consultant, and a Payment System
Consultant are at an advanced stage. During the period, the implementation of the Electronic Funds Transfer
project, which is to facilitate electronic payments from the Government to employees, contractors, and other
social benefits to beneficiaries without the use of cheques, is at the “Test-Run in a live environment stage”. “
The Instant Payment System (IPS), within the framework of the Pan-African Payments and Settlement System
(PAPSS), is now at the “testing controlled transactions in a live environment stage.” This would resolve
the challenge of interconnecting and interoperating the national payment systems within the WAMZ and
subsequently ECOWAS. The BSL has reviewed the Payments System Act (2009), on the back of improvements
and modernization in the payments and settlement landscape. The Act is currently in Parliament awaiting
ratification.
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6

MEDIUM-TERM MACROECONOMIC OUTLOOK

The medium-term prospects of the Sierra Leone economy are closely related to the duration of COVID 19,
the rollout of vaccines and recovery of the global economy. During the first half of 2021, the economy was
generally stable but considerable uncertainty looms as COVID 19 lingers.
The economic is projected to expand to 5.9 percent in 2022. Growth will be underpinned mainly by the
resumption of iron ore mining at the Marampa Mines, increase in iron ore production at the Tonkolili Mine,
continued increase in agricultural, construction, and manufacturing activities. The expected recovery in
tourism combined with efforts to improve the business environment will contribute to the growth prospects.
While inflationary pressures are projected to moderate over the medium term, end period inflation is expected
to rise to 13.9 percent in 2022, reflecting the higher global inflationary pressures fueled by higher food
and energy prices and the pandemic induced supply chain disruptions and higher shipping costs. The usual
proactive monetary policy stance of the Bank of Sierra Leone supported by fiscal consolidation will also help
to contain inflationary pressures.
Exports are projected to recover sharply in 2021 and further by 14.6 percent in 2022 following the resumption
of iron ore mining. Imports will also grow by 6.9 percent and 3.2 percent in 2021 and 2022, respectively in line
with the recovery in economic activities. The current account deficit (including official grants) is projected to
narrow to an average of 15.7 percent of GDP in 2021 and 2022 from 16.7 percent in 2020 as exports recover.
The gross foreign exchange reserves will increase to an average of 4.5 months of imports in 2021 and 2022.
The exchange rate of the Leone to the major international currencies is expected to move in line with the
difference between inflation in Sierra Leone and that of our major trading partners.

6.1

Risks to the Outlook

The main risks to the outlook of the Sierra Leone economy include: (a) surge in COVID-19 cases in the midst
of low vaccine uptake which will depress economic activities; (b) continuous rise in international fuel and
food prices and freight costs, which will increase inflationary pressures; and (c) continuous fall in the prices
of iron ore, which may affect production in Sierra Leone with adverse implications for GDP, exports and
domestic revenue.
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PART C Sierra Leone’s Performance under the ECOWAS Single Currency
Macroeconomic Convergence Programme as at end June 2021
The global and domestic uncertainties created by the COVID-19 pandemic adversely affected Sierra Leone’s
performance on the primary convergence criteria for the introduction of the single currency in West Africa.
Sierra Leone’s performance on the primary convergence criteria remained weak as the country satisfied only
one of the four primary criteria for the first half of 2021, namely: gross reserves as months of import cover.
Though the trend in the indicators is improving relative to 2020, Sierra Leone missed the criteria on annual
average inflation, budget deficit including grants, and central bank financing of the deficit. In terms of the
secondary convergence criteria, Sierra Leone met both criteria namely: the nominal exchange rate variation
and the public debt-to-GDP ratio criteria.

6.2

Primary Convergence Criteria

The detailed analysis of the primary convergence criteria is reported below:
Average Annual Inflation Rate
The criterion on single-digit average annual inflation rate was not met during the review period. Average
inflation as at end of June 2021 was 11.4% Though the single-digit inflation target was not met, end period
inflation declined from 10.5 % in December 2020 to a single digit of 9.6% in March 2021 before rising
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gradually to 10.2 % in June 2021. The annual (twelve month) average inflation also declined steadily from
14.7 percent in June 2020 to 11.4 percent in June 2021. The decline in inflation during the period was driven
mainly by the relative stability in the exchange rate and the proactive stance of monetary policy.
Budget Deficit (including Grants)/GDP
The budget deficit criterion was not met. The budget deficit (including grants) was estimated at 4.5 percent
of GDP for the first half of 2021 exceeding the threshold of not more than 3.0 percent. This was due to the
impact of COVID-19 on public finances. The contraction in economic activities and weak tax compliance
during COVID-19 adversely affected the collection of domestic revenue. Also, the granting of tax deferral
to businesses to cushion the impact of COVID-19 on their operations also contributed to revenue shortfalls.
At the same time, Government expenditures rose given the need to respond to the COVID-19 pandemic and
mitigate the impact of the diseases on households and businesses.
Central Bank Financing of the Budget Deficit
Sierra Leone did not meet this criterion in the review period. During the first half of 2021, central bank
financing of the deficit, including RCF resources amounted to Le499.5 billion. The ratio of central bank
financing to the previous year’s tax revenue for the first half of 2021 is estimated at 23.5 percent compared to
the convergence criterion of not more than 10 percent of previous year’s tax revenue. The breach was mainly
due to the on-lending of the RCF resources disbursed by the IMF to the Government to support budgetary
operations.
Gross External Reserves
The country sustained its compliance with this criterion during the review period. The gross foreign reserves
of the Bank of Sierra Leone increased to US$695.0 million, the equivalent of 4.6 months of imports as at
the end of June 2021 from US$653.8 million as at the end June 2020 mainly due to the disbursement of the
balance of payments and budget support by the IMF and the World Bank, respectively during the first half of
2021.
6.3

Secondary Criteria
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Nominal Exchange Rate Variation
The country met this criterion in the review period. The nominal exchange rate variation stood at 5.22 percent
as at the end of June 2021, which was within the threshold of 10.0 percent, compared to 14.79 percent in the
corresponding period in 2020, which was outside the threshold. In spite of increased demand pressure for
FOREX in the foreign exchange market, the Leone vis-à-vis the US dollar remained relatively stable in all
the market segments. The relative stability was largely supported by interventions from international donors
in the form of aid disbursement/budgetary support. There were also prudent policy measures by the Bank of
Sierra Leone to sanitize the foreign exchange market and provision of FOREX to the importers of essential
commodities to cushion the adverse economic impact of the pandemic.
Public Debt/GDP
Performance on this criterion was met as the ratio of public debt to GDP remained within the 70.0 percent
threshold. The ratio of public debt to GDP was 68.4 percent as at end June 2021 compared to 28.4 percent at
the end of June 2020. The stock of total public debt stood at Le32.35 trillion (USD3.12 billion) at end of June
2021, moving from Le29.53 trillion (US$3.00 billion) end of June 2020, indicating an increase of 9.55 percent
in Leone terms but an increase of 3.94 percent on US Dollar basis.
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