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Executive Summary1 

The recovery cycle of the country's partner economies and their labor markets, strengthened 
throughout 2017, benefited external demand and investments in the country, contributing positively 
to the good performance of the national economy.  

According to the National Statistics Institute's estimates, the national economy grew by 3.9 percent 
in volume, in 2017, after enjoying its fastest growth since 2011 (3.8 percent) in 2016. On the supply 
side, very positive performances of taxes less subsidies, manufacturing industry, general 
government, electricity and water, housing and catering, as well as the remarkable recovery of trade, 
explain the better performance of the economy. On the demand side, the economy was boosted by 
the dynamics of domestic demand, particularly private consumption and investment, in a context of 
marked recovery in public investment. 

Consumer prices continued the recovery trend started in January throughout 2017, with annual 
average inflation standing at 0.8 percent in December (-1.4 percent in December 2016). 

The increase in consumer prices was mainly due to the direct and indirect effects (on developments 
in the producer and consumer prices of the country's main suppliers) of the increase in raw material 
prices, especially energy, in international markets, in a context where the domestic demand and the 
economy of the country's main trading partners experienced growth. The weak rainfall recorded 
during the rainy season also contributed to some inflationary pressure. However, the substitution of 
local production by imports mitigated the upward trend in the prices of domestically produced fresh 
produce. 

The balance of payments saw unfavorable developments in 2017, with the current account deficit 
rising from 2.7 to 7.1 percent of GDP, accompanied by a reduction in the economy’s net financing 
flows from 8.0 to 3.5 percent of GDP. As a result, the net international reserves stock decreased by 
1.482 billion escudos, to 57.221 billion escudos (519 million Euros). Notwithstanding their reduction, 
the country's reserves remained at levels considered adequate, taking into account the country's risk 
profile and the unilateral exchange rate peg with the Euro, making it possible to cover 5.9 months of 
goods and services imports. 

Due to the reduction in the country's external reserves, monetary expansion, translated in the 6.6 
percent growth in the money supply, was driven by the 7.5 percent increase in credit to the 
economy. The increase in bank financing of the economy, in particular the private sector (whose 
credit grew 6.8 percent, compared to the 3.5 percent growth in 2016 and the average growth of 0.6 
percent seen between 2012 and 2015) reflected the effects of the monetary stimuli and measures 
aimed at strengthening the monetary transmission mechanisms that have been implemented since 
2013, as well as the effects of the continuous improvement of the economic climate and some relief 
in banks’ aversion to macroeconomic risks, despite the increase in bad debts.  

                                                            
1The Report was produced with the macro-financial data available on April 5, 2018.  
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Table 1: Selected Macroeconomic Indicators 

 
Source: National Statistics Institute; Banco de Cabo Verde.

Note: E – Estimates; P - Projections; a.a.c. – Average annual change. GDP figures for 2016 are estimates of quarterly 
national accounts produced by the National Statistics Institute. 

 

In the context of fiscal consolidation policy implementation, public finance performed less 
unfavorably in 2017, with the budget deficit standing at 3.1 percent of GDP (3.6 percent in 2016). The 
improved performance of public accounts was driven by increased tax revenues and grants. 
Budgetary expenditures, however, increased with the more rapid implementation of the public 
investment program. 

The lagged effects of a higher than anticipated increase in credit to the economy in 2017 and the 
better than expected performance of the external environment in September 2017 justify an upward 
revision of the economic growth expectations for 2018. The latter also factor in a significant recovery 
in foreign direct investment, with the expected implementation of tourism projects in the process of 
being finalized, and a more rapid increase in budgetary expenditure. 

Thus, the current baseline scenario of the macroeconomic projections for 2018 suggests: a gross 
domestic product growth in the 3.5-4.5 percent closed range, in volume; an increase in annual 
average inflation in the 1.75-2.75 percent range; and an improvement in the overall balance, and 
consequent 12 million euros increase in net international reserves, despite the deterioration of the 
current account.  

Given the continued strengthening of the economy, the monetary authority is expected to be guided 
by a prudent and neutral policy, in the expectation that inflationary pressures and the pressures on 
net international reserves will remain contained. 
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Real GDP change in % 1,0 3,8 3,9 [3,0   4,0] [3,5   4,5]

External Sector 
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1. External Environment 

The recovery cycle of the country's partner economies and their labor markets, strengthened 
throughout 2017, benefited external demand and investments in the country, contributing positively 
to the good performance of the national economy. 

According to the International Monetary Fund (IMF), global economic activity continued to gain 
momentum in 2017, reinforcing the trend begun in mid-2016. In its January 2018 Updated Outlook, 
the IMF estimates that the world economy grew by 3.7 percent in 2017 (0.5 percentage points above 
the growth recorded in 2016), as a result of better performance in both the advanced (particularly 
European) economies and the emerging and developing economies (in particular, of Asia).2  

According to Eurostat estimates, the country's main economic partner, the Euro Area, had the 
highest economic growth since 2007 (2.3 percent, compared to 1.8 percent in 2016 and the 0.8 
percent average seen between 2012 and 2016). The better performance was due to the dynamics of 
exports, private consumption and residential and business investments. 

It should be noted that the performance of the Euro Area economies reflected: the revitalization of 
global trade, in a context of less appreciation of the euro, in nominal effective terms (about two 
percent, compared to three percent in 2016); the consistent fall in its unemployment rate (from 10.0 
to 9.1 percent of the active population); as well as favorable financing conditions for investments 
(interest rates in the banking markets remained historically low, discouraging deposits and 
stimulating demand for credit) and increasing corporate profitability.3   

Figure 1:  Gross Domestic Product and Unemployment of key economic partners 

          

Source: Eurostat; US Department of Labor; Office for National Statistics; National Statistics Institute.
Note:  y.r.c. - YOY rate of change. 

 

                                                            
2According to the IMF, in 2017 global growth was more comprehensive and synchronized since 2010.  
3The economic performance of Portugal stands out. In individual terms, its real growth was above the region's average (2.7 
percent), driven by the dynamics of investment, exports and private consumption. It also had a more significant reduction 
in the unemployment rate (by 2.2 percentage points, from 10.2 to 8.0 percent of the active population). Since 2005, 
Portugal did not have an unemployment rate below the Euro Area average.  
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The pace of growth of the US economy also accelerated from 1.5 percent to 2.3 percent, with the 
recovery in exports (driven by a more depreciated dollar and the greater dynamics of international 
transactions) and in investment (especially in energy, manufacturing industry and real estate), and 
consistent growth in private consumption, supported in particular by the continuing decline in 
unemployment (it stood at 4.4 percent of the active population, below the level currently considered 
as full employment in the US – 4.6 percent). 

The United Kingdom was the only one in the group of the country’s major partners to experience a 
less favorable economic performance in 2017, mainly due to the uncertainties surrounding the Brexit 
negotiations. 

The European economy’s gross domestic product grew by 1.8 percent, compared to growths of 1.9 
percent and 2.1 percent, respectively, in 2016 and on average between 2012 and 2016. Despite the 
impact of the impasse in the negotiations between the United Kingdom and the European 
Commission on economic agents' decisions, investment grew by 3.3 percent in volume, contributing 
positively and significantly, together with exports and private consumption (which increased, 
respectively, by 3.4 and 2.8 percent in real terms) to the growth observed in 2017. 

The dynamics of domestic demand, coupled with higher prices of energy and non-energy raw 
materials, led to faster growth in the consumer prices of the country's main partners and, 
consequently, affected the country's inflation trend. 

The harmonized index of consumer prices in the Euro Area and price indices in the US and UK saw 
average annual changes of 1.5, 2.1 and 2.7 percent, respectively, largely reflecting the 23.1 and 6.5 
percent increases (-15.7 and -1.6 percent in 2016) in the prices of energy and non-energy 
commodities, according to the IMF.4 Note that, in 2016, the annual average inflation in the Euro 
Area, the United States and the United Kingdom stood at 0.2, 1.3 and 0.6 percent, respectively.   

Figure 2: Raw Material Prices in International Markets and Consumer Prices in the US, Euro Area and Cabo Verde 

         
Source: FAO; Bloomberg; Eurostat; US Department of Labor and National Statistics Institute.
Note:  y.r.c. - YOY rate of change. 

                                                            
4The price for a barrel of Brent, the reference oil for Cape Verde, saw a strong recovery in 2017. It grew 13.7 percent, after 
dropping by 12.9 percent in 2016. The FAO Food Price Index also experienced a remarkable recovery in annual average 
terms, from -1.0 percent in 2016 to +8.4 percent in 2017.  
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Despite the increase in inflation, long-term price expectations remained anchored. The underlying 
inflation of the major partners, with the exception of the United Kingdom, remained in line with the 
targets of central banks, whose current policy, from a gradualist and countercyclical perspective, is 
aligned with the desire to keep inflationary pressures in check.  

In fact, the European Central Bank (ECB) has kept its reference rates unchanged, but started the 
phasing out of its second quantitative easing program in April, reducing the monthly asset acquisition 
limit by EUR 20 billion, to EUR 60 billion. 

In addition to keeping its policy of raising benchmark interest rates in 2017, setting them in the 1.25-
1.50 percent range in December (from 0.50-0.75 percent in December 2016), after three increases, 
the US Federal Reserve began to consolidate its balance sheet in October, reducing the rollover 
amount of Treasuries and Mortgage-Backed Securities by 10 billion dollars a month, as part of its last 
quantitative easing program.   

In turn, in response to mounting inflationary pressures fueled by the depreciation of the pound 
sterling, the Bank of England (BoE) decided in November to raise its bank rate by 25 basis points, 
setting it at 0.5 percent. The BoE has, however, not changed its program to purchase government 
and corporate debt, at a weekly average of GBP 375 million. 

In the particular case of the Euro Area, with an essentially accommodative monetary policy, interest 
rates in the interbank money market remained negative, with the longer term interest rates (six and 
twelve months) reversing the recovery trend in the second quarter of the year. Ten-year government 
bond yields followed the same trend as monetary rates, suggesting, despite the more favorable 
macroeconomic context, that economic agents are somewhat uncertain as to the sustainability of 
the recovery. 

The ECB's accommodative policy was transferred to the Euro Area's economy via credit channels, 
expectations and interest. Credit to the economy, mainly to finance companies and individuals, 
increased 2.1 percent (1.3 percent in 2016), while the expectations of the agents (business owners 

Figure 3: Reference Interest Rates of Key Partners & Euribor Rate and EUR/USD Exchange Rates 

          

Source: Eurostat; Federal Reserve; Bank of England. 
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and consumers) continued to improve throughout 2017, also influenced by the more favorable 
context. 

The multiplier effects of the slightly expansionary fiscal policy, particularly visible in the recovery of 
public investment, as public consumption slowed down in the context of favorable cyclical 
conditions, also contributed to strengthening economic agents' confidence and the growth trend of 
the country's main economic partner. 
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2. Supply and Demand 

According to estimates from the National Statistics Institute's quarterly national accounts, the 
national economy grew by 3.9 percent in volume, in 2017, after enjoying the fastest growth since 
2011 (3.8 percent), in 2016. 

The good performance of the national economy was mainly due to the very positive performances of 
taxes net of subsidies, manufacturing industry, general government, electricity and water, housing 
and catering, as well as the remarkable recovery of trade.5 

It translated the dynamics of aggregate demand in the collection of value added taxes and taxes on 
international transactions, which grew, respectively, by 11.5 and 6.0 percent in nominal terms. 
Moreover, the demand trend, as well as some consistency of supply, explain the contributions of the 
manufacturing industry and electricity and water to growth, as well as the recovery of trade.  

In turn, the significant increase in tourism demand (which, measured in terms of overnight stays, 
grew by 12 percent, to 4.6 million), in a context of increases in the supply of beds (11.1 percent, 
compared to 1.8 percent in 2016) and the number of international events held in the country, 
determined the positive contribution of housing and catering to growth.6 

The added value of general government, however, reflected the increase in staff costs, although it 
fell short of the 2016 rate (around three percent, compared to the seven percent growth seen the 
previous year). 

The performance of the economy was, however and to a certain extent, restricted by the negative 

                                                            
5Note the positive, albeit minor, contributions from transportation, financial services and real estate and other services.  
6Of note are the 4th World Forum on Local Economic Development and the 17th Afreximbank Seminar on Structured Trade 
Finance, held in the cities of Praia and Santa Maria, respectively, in October and November. The performance of tourism 
also reflected, to some extent, the effect of the breakdown of the national air carrier's Boeing, which led to the disruption 
of its international flights in the summer and consequent relocation, for longer than anticipated, of many travelers in the 
country.  

Figure 4:  Contributions to Economic Growth 

       

Source: National Statistics Institute; National Directorate of State Revenue. Banco de Cabo Verde calculations. 
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contributions of agriculture, telecommunications and postal services and construction, related, 
respectively, to the impact of lower rainfall in 2016 and 2017 on agricultural production, the 
contraction of telecommunications and postal services, and the slowdown in the implementation of 
private investment projects financed with foreign capital, in a context of accelerated implementation 
of the public investment program.7 

On the demand side, the fastest growth is due mainly to the dynamics of private consumption and 
investment, favored by the increase in disposable household income, by the continuous 
improvement in private sector financing conditions and economic climate, combined with the 
reversal of the downward trend in consumer confidence in the last quarter of the year. 

The strengthening of households' purchasing power reflects the increase in labor remuneration, due 
to the growth of the employed population in trade, construction, general government, tourism and 
manufacturing industry, the increase in operating surplus and property income, as well as the growth 
of social benefits, in the context of contained developments in inflationary pressures. 

Financing conditions, especially domestic ones, continued to improve in 2017, driven by the 
continued recovery of confidence in the economy and additional monetary stimuli, notably 
reductions in reference rates and deposit rates in June, from 3.5 to 1.5 and 0.25 to 0.10 percent, 
respectively. It should be noted that, in spite of some volatility, lending rates have been decreasing 
since August, with the average effective loan rate standing at 9.7 percent at the end of the year. In 
turn, the volume of credit to the economy increased consistently throughout the year, rising to 63 
percent of GDP (61 percent in 2016). 

External private sector financing conditions remained equally favorable, with the monetary policy in 
Europe remaining exceptionally accommodative. However, foreign direct investment inflows and net 
external credit disbursements to the private sector have declined, reflecting the dynamics of 

                                                            
7Note that data from the surveys of telecommunications and mail companies carried out by Banco de Cabo Verde suggest a 
reduction in postal and land line communication traffic, as well as a weaker growth in mobile phone communication traffic. 

Figure 5: Funding Conditions and Confidence Indicators of Economic Agents 

  

Source: Commercial Banks; Banco de Cabo Verde; National Statistics Institute. Banco de Cabo Verde calculations. 
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implementation of foreign investments in the country and, specifically, the completion of major 
tourist developments in late 2016 and early 2017. 

On the other hand, developments in the economic climate indicator, reflecting in particular the 
confidence of operators in tourism, industry and trade, as well as the average annual consumer 
confidence indicator, suggest that expectations continued to contribute, to a large extent, to boost 
economic activity. 

The contribution of public sector demand to economic growth in 2017, although positive, was more 
modest than that of the private sector, reflecting some restraint on general government operating 
expenses, in particular other current expenses, transfers to municipalities, as well as staff costs and 
goods and services purchases, in a context of more dynamic implementation of the public 
investment program. 

The contribution of net external demand to growth was, however, negative, despite the notable 
recovery in goods and services exports. The negative contribution largely reflected increased imports 
of goods and business and technical as well as transportation services. 
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Summary of the Results of the Qualitative Credit Market Survey 
 

Analyzing the diffusion index, which includes the individual responses of institutions weighted by their 
respective market share, one can conclude that, overall, in 2017, the outlook for supply of credit to companies 
was less favorable. Nonetheless, for short term loans, it improved very slightly, while for long term loans, it 
deteriorated slightly. Overall demand for loans by companies increased slightly, particularly short-term loans.8 

                     
Source: Banco de Cabo Verde. 

As regards individuals, the outlook for credit supply improved slightly overall and in terms of consumer and 
mortgage loans, remaining unchanged when it comes to other loans. The overall demand for loans by 
individuals increased slightly, particularly mortgage loans. 

                    
Source: Banco de Cabo Verde. 

 

                                                            
8The Supply (credit supply criteria) is shown on the y-axis and the Demand for Credit on the x-axis. Thus, the horizontal 
movement of the spheres represents the changes in Demand, while the vertical movement of the spheres represents 
changes in Supply. The graph has four quadrants that combine supply and demand trends.  
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General lending criteria became slightly more restrictive for businesses and slightly less restrictive for 
individuals. General terms and conditions became slightly less restrictive, particularly for companies. The 
pressures exerted by competition and, to a lesser extent, the monetary policy measures, positively influenced 
the terms and conditions. The level of default and risk perception continued to be the main factors negatively 
influencing banks' behavior in applying the criteria and the terms and conditions. 

The increased restrictiveness of supply of credit to companies reflects, to some extent, the worsening of credit 
risk, particularly the increase in credit with impairments, in a context of positive developments in the ratios 
that measure capital adequacy. Banks' profitability also increased with the increase in financial intermediation 
and growth in the interest rate on central bank and Treasury securities. 
 

Banking System Strength Indicators 

           

            

Source: Banco de Cabo Verde. 
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3. Inflation 

Consumer prices continued, throughout the year, the recovery trend started in January 2017, with 
annual average inflation standing at 0.8 percent in December (-1.4 percent in December 2016). 

The performance of consumer prices was essentially determined by the direct and indirect effects 
(on developments in the producer and consumer prices of the country's main suppliers) of increased 
commodity prices, especially energy, in international markets, in a context of strengthening domestic 
demand and economy of the country's main trading partners. 

The less positive expectations regarding agricultural production and, subsequently, lower rainfall 
during the rainy season also contributed to the increase, albeit moderate, in inflationary pressure. 

Housing rent, water, electricity, gas and other fuels and transportation, both of which had average 
annual inflation of 1.7 percent (-8.2 and -3.2 percent, respectively, in 2016) contributed the most to 
the inflation trend in 2017.   

Their performance reflected the average annual adjustments of four, eight, three and three percent, 
respectively, in the administered prices of fuels, electricity, water and urban public transportation, in 
line with developments in international energy prices, temporally less lagged. In 2016, such prices 
decreased by about three, ten, one and ten percent, respectively. 

Table 2: Consumer Price Index 

 
Source: National Statistics Institute. Banco de Cabo Verde calculations.

Note:  y.r.c. - YOY rate of change. The values of the changes correspond to the rates in the reference months. 

 

Mar Jun Sep Dec

Consumer Price Index
Year-over-year rate of change 0,5 1,7 1,6 0,3
Average rate of change for last 12 months 0,1 -1,4 0,8 -1,1 -0,5 0,4 0,8

Main CPI Aggregates (y.r.c.)
Food and non-alcoholic beverages 1,4 -0,6 -0,2 -0,2 0,4 0,4 -1,0
Alcoholic beverages and tobacco 1,7 0,8 1,9 1,4 2,5 1,8 1,5
Clothing and footwear 0,9 -0,4 1,4 2,5 4,3 1,2 -3,4
Housing rent, water, electricity, gas and other fuel revenues -6,0 -8,3 1,7 -1,3 5,6 5,5 3,4
Accessories, household equip. and routine household maintenance 5,6 2,4 0,5 1,1 1,5 -0,3 -0,5
Health 1,0 2,0 2,9 3,6 2,7 2,8 1,9
Transportation -2,6 -3,2 1,7 1,8 1,2 3,1 0,6
Communications 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Leisure, recreation and culture 1,0 2,0 1,7 2,9 2,0 0,9 1,1
Education -0,9 0,0 1,8 1,8 1,9 2,0 1,6
Hotels, restaurants, cafes and similar 1,2 2,2 0,7 0,7 -0,1 1,6 2,5
Miscellaneous goods and services 4,5 2,5 2,3 2,7 2,1 1,7 3,6

By Memory (t.v.h.)
Administered Goods -7,1 -8,3 3,6 0,6 6,3 8,3 5,3
Non-Administered Goods 1,9 0,1 0,2 0,5 0,9 0,3 -0,7

2015 2017
2017

2016
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Figure 6: Consumer Prices 

          

Source: National Statistics Institute; Banco de Cabo Verde. Banco de Cabo Verde calculations.

Note: CPI - Consumer Price Index; y.r.c. - YOY rate of change. 
 

The recovery in food products and clothing and footwear prices, which stood at -0.2 and 1.4 percent 
in average annual terms, also led to the increase in consumer prices. However, given the high share 
of tradable goods in the food and non-alcoholic beverages class (85 percent, mainly imported), price 
developments in the country's main supply markets mitigated the nominal effect of the reduction in 
local production of unprocessed food. On the other hand, the dynamics of clothing and footwear 
prices are in line with the dynamics of demand for consumption, in a context of increased aggregate 
demand and supplier prices. Note that their tradable (mainly imported) and non-tradable items 
recorded annual average inflation rates of 1.4 and 3.3 percent, respectively, compared to -0.4 and -
0.3 percent in December 2016. 

The average annual core inflation rate (which excludes the trend of the most volatile components of 
the consumer price index, namely unprocessed food and energy) was 0.7 percent in December 2017, 
9 percentage points above the figure seen in the same period in the previous year. 

The underlying inflation trend corroborates some increase in inflationary pressures in association 
with demand performance rather than the volatility of prices of goods and services that depend on 
climate conditions, external policies (production and prices), and the volume of transactions in world 
markets. 
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4. External Accounts 

The balance of payments performed unfavorably in 2017, with the worsening of the current account 
deficit, accompanied by a reduction in inflows to finance the economy. 

The current account deficit almost tripled, from 2.7 percent to 7.1 percent of GDP, mainly due to the 
31 percent deterioration (15 percent in 2016) in the trade deficit, caused by the increase in goods 
and services imports. 

Indeed, in order to meet aggregate demand, whose imported component is high, goods imports 
increased by 18.7 percent (10.1 percent in 2016), with the 12.4 percent growth in imported goods 
prices being decisive. Following the dynamics of international travel, operated mainly by foreign 
airlines, and the investment made in the country, services imports increased 12.4 percent (15.2 
percent from 2016). 

Goods and services exports, however, grew by 11.4 percent, boosted by the recovery in goods 
exports (the pace of growth accelerated from 0.2 to 18.6 percent), particularly due to the increase in 
fuel and food exports at ports and international airports - re-exports - at a higher price level, and by 
the continued strengthening of travel exports (which grew 15.2 percent in 2017, after rising 6.9 
percent in 2016).9 

Figure 7: Current Account 

 

Source: Banco de Cabo Verde.  

Note: The graph highlights the performances of some Balance of Payments items. 

 

 

                                                            
9Despite negotiations to annul the clause of origin of the fishing agreement with the European Union in the second half of the year, goods 
exports fell by 21 percent in 2017, as a result of the 27 and 5 percent decreases in exports of fish and clothing and footwear produced by 
free-trade enterprises. 
The lower growth in services exports in 2017 is due to the reduction in air transportation services exports and by the more contained 
increase in exports of telecommunications, IT and information services, together with the decrease in technical services exports.  
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Table 3: Tourism Demand 

 
Source: National Statistics Institute. 

 

The six percent reduction in emigrants’ remittances, especially of goods, and, to a lesser extent, the 
12 percent increase in immigrants’ remittances, especially from European immigrants residing in the 
country, as well as the growths in remuneration of non-resident employees (6.9 percent) and in 
interest paid by banks on deposits made by emigrants and other non-residents (13.2 percent) also 
explain the current account’s unfavorable performance.   

The trend of emigrants’ remittances, in particular, is normalizing, following the very significant 
increase, in 2015, to support families who were victimized by the volcanic eruption. It should be 
noted that remittances in foreign currency reduced by only two percent (after growing by three and 
17 percent, respectively, in 2016 and 2015), mainly due to the fall in transfers from Portugal, 
Luxembourg and Italy, in a context of national economic recovery and continuous decrease in 
interest rates on emigrants’ deposits. 

Despite reductions in migrants’ remittances (due to increased immigrants’ remittances and reduced 
emigrants’ remittances), because of the growth in budget aid and other grants from external 
partners for various public projects (infrastructure development, institutional capacity building and 
support for the most vulnerable families), secondary incomes contributed positively to developments 
in external accounts. The contribution of primary incomes, however, was slightly negative, 
notwithstanding the growth in reserve income, moderation of external debt interest paid by the 
government and other sectors, and containment of expatriate dividends. 

The increase in borrowing requirements (reflected by the increase in the combined current and 
capital accounts deficit), despite the 19 percent growth in capital grants associated with the 
completion of projects financed by the second Millennium Challenge Account compact and 48 
percent increase in emigrants' remittances of capital goods, was not fully offset by inflows to finance 
the economy. 

The financial account deficit [which reflects the net balance between the movement of capital for 
investment and financing in the country by foreigners (liabilities) and investment and financing 
abroad by Cabo Verdean residents – (assets)] decreased by 4.5 percentage points, to 3.5 GDP, 
translating to a large extent the increase (2.3 percent of GDP) in banks’ investments abroad (-0.2 
percent of GDP in 2016), although in a context where the monetary policy was increasingly 

absolute value r.c. (%) absolute value r.c. (%) absolute value r.c. (%)

Non-resident guests 519.722 5,3 598.032 15,1 667.693 11,6

Ovenright stays by non-residents 3.572.878 8,8 3.964.293 11,0 4.459.318 12,5

Average stay (no. of nights) 6,3 3,3 6,2 -1,6 6,2 0,0

Occupancy Rate (as a percentage) 49,0 -7,5 55,0 12,2 58,0 5,5

Travel Revenue (million escudos) 34.498 2,6 36.880 6,9 42.479 15,2
Personal trips for other reasons 32.755 2,0 35.044 7,0 40.541 15,7

20172015 2016
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accommodative.  

The reduction in net financing flows also reflected a decrease in foreign direct investment in the 
country, related to the dynamics of implementation of large tourism projects and increased 
investment in real estate by Cabo Verdeans abroad and through loans to related companies, as well 
as decreased net disbursements of external private debt.  

As a result, the net international reserves stock decreased by 1.482 billion escudos (13 million euros), 
to 57.221 billion escudos (519 million Euros). Nevertheless, the country's reserves remained at levels 
considered adequate, given the country's risk profile and the unilateral exchange rate peg with the 
Euro. Indeed, the cumulative value of foreign reserves on December 31 made it possible to cover 5.9 
months of imports and more than three times the country's short-term liabilities (current account 
deficit and interest and capital owed by the government and public and private companies abroad), 
in addition to fully covering (100 percent) the monetary base and 32 percent the money supply.10 
 

 

 

  

                                                            
10In 2016, the country's net international reserves stock made it possible to cover 7.1 months of imports, more than six 
times the country’s short-term liabilities, about 106 percent of the monetary base and 35 percent of the money supply. 

Figure 8: Financial Account 

 

Source: Banco de Cabo Verde. 
Note: The graph highlights the performances of some Balance of Payments items. 
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5. Monetary and Financial Position 

The money supply, expressed by developments in money supply, moderated in 2017, reflecting the 
reduction in the country's net international reserves. 

The M2 aggregate grew 6.6 percent (8.4 percent in 2016), reflecting, above all, the 7.5 percent 
growth in credit to the economy, the fastest pace since 2011. Unlike what has been happening since 
2011, the contribution of external assets to developments in money supply was marginal (0.9 
percent), despite the 4.144 billion escudos increase in commercial banks’ net external assets (-453 
million in 2016).  

The expansion in bank financing of the economy, in particular the private sector (whose credit grew 
6.8 percent, compared to the 3.5 percent growth in 2016 and the average growth of 0.6 percent seen 
between 2012 and 2015) reflected the effects of the monetary stimuli and measures aimed at 
strengthening the monetary transmission mechanisms that have been implemented since 2013, 
leading to the reduction of borrowing and banking intermediation costs, especially the 0.2 and 0.6 
percentage point reduction in effective average interest rates applied to loans and deposits, 
respectively.  

In addition, the continued improvement in the economic climate and some relief in banks’ aversion 
to macroeconomic risks helped to strengthen credit demand and supply. 

Table 4: Monetary Position 

 
Source: Commercial Banks; Banco de Cabo Verde.

Notes: GG – General Government; CPI - Consumer Price Index; T-Bills - Treasury Bills; TRM - Monetary Regularization 
Bills; y.r.c. – Year-over-Year rate of change. 

 

2015 2016 2017 2016 2017

External Position 49.950 59.264 60.764 18,6 2,5

BCV's Net Foreign Assets 50.018 59.717 57.103 19,4 -4,4
Net International Reserves 49.998 59.692 57.221 19,4 -4,1

Commercial Banks's Net Foreign Assets -69 -453 3.661 -560,4 908,0

Net Domestic Credit 126.413 131.083 139.329 3,7 6,3

Net Credit to GG 29.494 30.685 31.432 4,0 2,4
Gross Credit to Centra Government 26.704 31.048 33.699 16,3 8,5

Credit to the Economy 96.919 100.398 107.897 3,6 7,5
Credit to Non-Financial Public Companies 3.153 3.344 4.287 6,1 28,2
Credit to Private Sector 93.766 97.055 103.610 3,5 6,8

Money Supply 154.586 167.510 178.608 8,4 6,6
Monetary Base 46.749 56.433 56.645 20,7 0,4

Memo Items
Inflation (annual average change in CPI in %) 0,1 -1,4 0,8
T-Bill rate (91 days, average in %) 0,99 0,60 0,73
TRM (14 days in %) 0,35 0,31 1,01

Change in %Balances in million escudos
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The credit granted in 2017 was intended mainly (83 percent of the total) to finance the cash flow and 
investment needs of companies, particularly public companies in the transportation, electricity and 
water and real estate sectors. Credit to individuals increased by 2 percent, being intended mainly to 
finance purposes other than housing construction and purchase. 

As for the general government sector, the favorable developments in tax revenues and grants, as 
well as the increase in net external debt disbursements, determined the central government's more 
restrained use of domestic bank loans and the consequent reduction in the contribution of credit to 
the general government to increase money supply. Note that credit to the general government 
sector grew by two percent, two percentage points less than in 2016. 

In terms of components, monetary expansion was translated into an increase in monetary liabilities, 
particularly demand deposits (21 percent, compared to 14 percent in 2016).11 

On the other hand, quasi-monetary liabilities contracted slightly, due to reductions in term deposits 
in domestic currency made by residents (-3 percent) and emigrants (-1 percent), as well as the 
decrease in term deposits in foreign currency made by emigrants (-22 percent). In 2016, term 
deposits in domestic currency made by residents and emigrants grew by eight and five percent, 
respectively, while foreign-currency emigrant deposits declined by three percent.  

Developments in residents 'demand and term deposits reflects the dynamics of the economy and the 
strengthening of agents' confidence, which stimulated some demobilization of savings to finance 
investments and consumption. 

The performance of emigrants' deposits, whose slowdown trend worsened in 2017, is related to the 
reduction of incentives to making them, with the continuous reduction in deposit rates and 
subsequent transfer, to customers, of some compliance costs borne by banks, imposed both 
internally, by prudential policy and, externally, by their relationship with correspondent banks. 
 

 

 

 

 

 

 

 

                                                            
11For which the growth in demand deposits by emigrants contributed 24 percent. 
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6. Public Finance 

In the context of a fiscal consolidation policy implementation, public finance performed less 
unfavorably in 2017, with the budget deficit reducing from 3.6 percent to 3.1 percent of GDP. 

The performance of budget revenue, in particular tax revenue and grants, was decisive for public 
accounts improvement, as budgetary expenditure increased with the greater implementation of the 
public investment program.12  

Tax revenue grew by 11 percent (seven percent in 2016), reflecting, in particular, the 12 percent 
increase in the collection of both value added taxes and corporate income taxes, after increasing by 
6.2 and 5.4 percent, respectively, in 2016.  

The developments in direct taxes, especially the notable recovery in corporate income tax, reflects, 
along with the increase in taxpayers' business volume as a result of economic activity strengthening 
in 2016, the effects of ongoing tax reforms since 2013 to improve tax collection effectiveness, as well 
as the impacts of special tax debt recovery systems and a more vigorous work by the services to 
prevent and mitigate tax fraud and evasion. 

Table 5:  Budgetary Position 

 
Source: Ministry of Finance. 

Notes:  Provisional data subject to change; DGA - Directorate General of Customs: DGCI - Directorate General of 
Taxation. 

                                                            
12Official data on public finance include an adjustment to non-financial assets, due to the policy of bearing part of the social 
housing program costs, which used to be borne by the public real estate company. Without the adjustment, spending on 
goods and services would grow 7.5 percent in 2017, recovering from a 29 percent drop in 2016. 

2015 2016 2017 2016 2017

Tax Revenue 30.252 32.304 35.909 6,8 11,2

of which:
Value Added Tax 11.283 11.986 13.365 6,2 11,5

Charged by DGA 6.358 6.601 7.261 3,8 10,0
Charged at DGCI 4.925 5.385 6.105 9,3 13,4

Income Tax 9.561 10.078 11.297 5,4 12,1
Natural Persons 5.222 6.346 7.081 21,5 11,6

Legal Persons 4.339 3.732 4.216 -14,0 13,0

Grants 3.841 3.955 6.152 3,0 55,6

Total Current Expenses 41.040 44.015 45.253 7,3 2,8

of which:
Staff Costs 17.058 18.252 18.595 7,0 1,9
Current Transfers 4.753 4.903 5.879 3,2 19,9
Social Benefits 4.729 5.148 5.541 8,9 7,6

Cost of Aq. Of Non-Financial Assets 7.128 5.040 9.665 -29,3 91,7

of which:
Investment Program 6.971 4.881 9.505 -30,0 94,7

Overall Balance (including Grants) -6.058 -5.798 -5.361 4,3 -7,5
Primary Balance (including Grants) -1.960 -1.595 -887 18,6 -44,4

million escudos Change in %



Monetary Policy Report

 

Banco de Cabo Verde / April 2018  22
 

The more efficient work of tax services (in particular through electronic declarations and 
settlements), to a certain extent, also contributed positively to the collection of indirect taxes. 
Nevertheless, the effect of the most current economic activity dynamics, with an impact on imports 
growth, was decisive for the increase in value added tax collected by both the Directorate of Taxation 
(13.4 percent) and the Directorate General of Customs (ten percent).   

The growth in budget and food aid, as well as in direct grants from supranational institutions and 
partner governments (by 56 percent overall, compared to 3.0 percent in 2016) also contributed 
significantly to the developments in public accounts in 2017. 

The significant increase in external aid for Cabo Verde, not unrelated to some delay in disbursements 
resulting from services adjustments in 2016, following the elections, largely reflects the 
intensification of economic diplomacy and the solidarity of the country's partners in the face of 
natural disasters.13 

Despite the fact that operating expenditure was contained, budgetary expenditure grew by 12 
percent in 2017, in contrast to the reduction or much more contained growth observed since 2013, 
with the policy of phasing-out the multiannual investment program.  

The 91.7 percent (-29.3 percent in 2016) increase in non-financial assets (investment spending) 
reflected mainly the central government taking responsibility for the implementation of part of the 
Casa para Todos (A Home for Everyone) program, which used to fall to Imobiliária Fundiária e 
Habitat, S.A (IFH).  

To a lesser extent, the increase in investment spending also reflected the continued implementation 
of projects in the area of public security, together with those aimed at improving the business 
environment and creating jobs. 

Figure 9: Budget Balance and Public Debt 

           
Source: Banco de Cabo Verde.

 

                                                            
13Reference should be made to the concrete case of European Union aid for the rehabilitation of the infrastructure 
destroyed by the floods in Santo Antão, in 2016. 
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Operating expenses rose four percent, below the eight percent increase seen in 2016, as a result of 
the three and nine percent increases in staff costs and interest on domestic debt, respectively (seven 
and three percent in 2016), as well as the recovery in transfers to general government and spending 
on goods and services purchases, which grew, respectively, by 12 and 11 percent, after contracting 
three and four percent, respectively, in 2016.  

Particularly, the moderation of staff costs reflects the dissipation of the effect of salary increases and 
progressions in January 2016, while the increases in interest on domestic debt and transfers to 
municipalities, respectively, reflect the strategy to resort more to domestic debt in 2016 and the 
decentralization of some responsibilities related to the environment and tourism sectors, 
materialized in their transfer to the municipalities.14   

The improvement in public accounts resulted in a relatively subdued growth in public debt stock, 
reflecting a EUR 7.6 million (843 million escudos) reduction, due to the exchange rate effect. 

The domestic debt stock, meanwhile, rose by 3.6 billion escudos (33 million euros), leading to an 
increase in the State's gross debt stock, excluding Consolidated Financial Mobilization Bonds, of 2.8 
billion escudos, to 215.1 billion escudos (125 percent of GDP, compared to 130 percent of GDP in the 
previous year). 

 

                                                            
14Note that the State's fixed and permanent remuneration increased in 2016, with the increase in teacher and national 
police salaries and the payment of reintegration allowances for members of the previous government, as well as due to 
recruitments for the general government, career advancement of judicial police personnel, implementation of the new 
diplomatic career by-laws in the second half of 2015, in addition to the creation of new cost centers for the Health Ministry, 
resulting from the Treasury's banking process, and the start of operations of new Regional Hospitals.       
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7. Assumptions Underlying Projections 

The revised projections for 2018 are based on theoretical assumptions and empirical knowledge 
that underlie Banco de Cabo Verde's monetary and financial programming exercise. They cover the 
most recent economic and financial developments, as well as the expected developments, in the 
coming months, in variables that determine the growth of the Cabo Verdean economy.  

The technical assumptions regarding the external environment and the stance of the budgetary and 
monetary policies, presented below, are key elements of the monetary and financial programming 
exercise. 

The expected mixed performance of the economy of the main partners fit the external context of 
developments in the Cabo Verdean economy in 2018. 

In its World Economic Outlook-Update, published in mid-January, the International Monetary Fund 
(IMF) revised upwards the prospects for global economic growth for 2018 by 0.2 percentage points, 
to 3.9 percent, to be sustained by a renewed dynamism of advanced economies. 

The IMF's current outlook reflects the expectations that globally strengthened financial conditions 
and economic sentiment will support the continued growth of domestic demand, particularly 
investment. 

The IMF projections also anchor the expected short-term positive impacts of fiscal (reduced tax on 
business and temporary deduction of investment spending on taxes payable) and budgetary stimuli 
approved at the beginning of the year, on the US economy (growth is expected to accelerate from 
2.3 percent to 2.7 percent) and that of its major trading partners.15 However, IMF projections do 
not capture the impact of the US' protectionist trade policy (in particular regarding aluminum and 
steel transactions) announced in mid-March, on global trade and economy. 

In the Euro Area, the country's main economic partner, the IMF's outlook, although more optimistic 
(growth in gross domestic product volume was revised up by 0.3 percentage points), suggests a 
slight slowdown in economic growth, based on the assumption of some decrease in private 
consumption, with a more contained increase in employment due to the base effect, in a context of 
wage restraint. 

The effect of the Euro's appreciation on competitiveness - export prices as well as the political 
uncertainties that continue to condition the performance and the strengthened integration of the 
monetary region's economies, also explains the IMF's less positive outlook for 2018 compared to 
2017, despite the maintenance of the monetary policy's accommodative stance.16 

                                                            
15In addition to the expected effects of tax policy, the US growth outlook is also anchored in the expectation of continued 
strengthening of household disposable income, with the continuous improvement of the labor market and the real estate 
sector. 
16Note that the increase in political uncertainties in Spain, the country's main fish importer, affecting the level of 
confidence, may affect the performance of agents and consequently the developments in economic activity. 
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The IMF maintains the prospect that the UK economy is set to slow down by 0.2 percentage points, 
to 1.5 percent, in 2018, justifying it with the impacts of Brexit. It believes, on the one hand, that the 
dynamics of private consumption in the United Kingdom will continue to be constrained by 
inflationary pressures, with an upward trend due to the second-order effects of companies' 
expected wage increase to retain workers, in a more difficult context for the labor market, and by 
some precautionary savings. On the other hand, it expects the growth rate of British private 
investment to be conditioned by the uncertainties surrounding the trade negotiations with the 
European Union, as the Bank of England increases interest rates to contain inflationary pressures.17 

The risks to the materialization of the IMF projections are broadly balanced in the short term and 
skewed downward in the medium term. In fact, the materialization of the best expectations 
regarding the external environment is conditional on the materialization of the risks of: 

a. a less than the anticipated positive impact of US government-approved fiscal stimulus on its 
investments, as well as on those of Canada and Mexico, coupled with a negative effect of the 
recently adopted US trade policy on trade, general price level and global economy; 

b. an increase in protectionism in global trade relations, as a result of less favorable 
developments in trade negotiations between the UK and the European Union and the 
countries covered by the North American Free Trade Agreement (USA, Canada and Mexico); 

c. some tightening of financing conditions (and increased volatility in financial markets), with 
the phasing out of accommodative monetary policies, in the event of an increase in 
inflationary pressures also resulting from wage adjustments;18 

d. over-indebtedness of non-financial corporations in emerging economies with an impact on 
their financing conditions; 

e. worsening geo-political tensions in East Asia and the Middle East, increased political 
uncertainties (related to elections in Mexico, Brazil, Italy and Colombia) and adverse weather 
events (storms in the Atlantic and drought in sub-Saharan Africa and Australia). 
 

The prospects for a sustained recovery in the dynamics of global trade and economic activity, as 
well as for an increase in duties and taxes on certain commodities, support the expected rising raw 
materials prices and the trend to align consumer prices with benchmark inflation targets. 

Concerning macroeconomic policy, the financial programming exercise considered the budgetary 
strategy expressed in the medium-term budgetary framework projections and the maintenance of 
an accommodative monetary policy, in the expectation of absence of significant pressures on 
consumer prices and the balance of payments. It should be noted that, in January 2018, Banco de 
                                                            
17The financial conditions for the private sector are expected to remain favorable to investment. 
18The volatility of financial markets, with substantial losses for investors, may also result from perceived increased 
financial vulnerabilities in advanced economies, related to the relatively low credit rating of a large number of companies, 
in the context of some ease in the regulation of smaller financial corporations in the US. 
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Cabo Verde lowered the minimum reserve requirements by two percentage points, setting them at 
13 percent. 

As compared to the 2017 execution, the Government Budget for 2018 anticipates an increase in 
current expenses and acquisitions of non-financial assets, in a context of more contained growth in 
public revenues. 

The increase in current expenses will be the result of the continuous implementation of the new 
Jobs, Careers and Salaries Plan in General Government, the recruitment of personnel, the increase 
in the number of pensioners, the increase in debt burden and liabilities to financial institutions 
(related to interest subsidy and tax refund). 

Excluding the effect of transferring part of the Casa para Todos (A Home for Everyone) program to 
the central government's balance sheet, the public investment program is expected to be 
implemented more quickly, particularly related to infrastructure development in the sectors of 
agriculture and environment, as well as health and social security. The program also includes 
projects aimed at promoting employment, youth empowerment, marine economy, health and 
justice sector. 19 

The projected deceleration of revenues is expected to reflect the base effect of the extraordinary 
increase in grants in 2017, as the Ministry of Finance expects more rapid growth in tax revenues. 

The absence of significant pressures on the balance of payments, despite a potential 
announcement effect related to the de jure total liberalization of the capital account, supports the 
maintenance of the accommodative monetary policy stance, in a context of moderate inflation.  

 

 

 

 

 

 

 

 

 

                                                            
19The Government Budget for 2018 does not incorporate the expected transfer of part of the expenses of the Casa Para 
Todos (a Home for Everyone) program to the central government's budget. 
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Key Technical Assumptions Underlying Projections 
 

The key technical assumptions regarding the external environment reflect the projections published in the 
International Monetary Fund's (IMF) World Economic Outlook-Update, on January 22, 2018, as well as the 
projections of the European Central Bank (ECB) and Bank of Portugal for March 2018 and December 2017, 
respectively.  

The IMF and ECB projections indicate, on the one hand, favorable developments in external demand for 
Cabo Verde, due to the expected faster growth in goods and services imports in the Euro Area, and, on the 
other hand, a less favorable external demand from the United Kingdom, our main tourist source market, in 
line with the expected slowdown in its imports. 

Short-term Euribor interest rates, to which a considerable amount of the country's external debt is indexed, 
are expected to remain on average negative in 2018, anchoring favorable financing conditions in the Euro 
Area. 

With regard to the relative reference prices for the country's external trade, the Euro is expected to 
appreciate in 2018, both against the US dollar and in nominal effective terms, benefiting national import bills 
and the service of public debt denominated in or convertible into US dollars. 

The more contained growth in prices on the international markets for energy and non-energy commodities, 
according to the IMF's January expectations, as well as consumer prices in the country's main import 
markets, is expected to exert a lesser upward pressure on prices, through imported inflation. 

With regard to the stance of macroeconomic policies, the technical assumptions expect the Government 
Budget to worsen, without strengthening or inflexion in monetary policy stance. 

 
Assumptions Underlying Projections 

 
Source: International Monetary Fund (WEO January 2018); European Central Bank (December 2017); Bank of Portugal 
(December 2017); Finance Ministry. 

Notes:  E – Estimates; P - Projections; r.g.r. – real growth rate; y.r.c. - YoY rate of change; a.r.c. - annual rate of change; 
a.a.v. – annual average value 
 

September/17P March/18P

2018 2018

Gross Domestic Product (r.r.c. in %)
World 3,4 3,2 3,7 3,8 3,9
Euro Area 2,1 1,8 2,3 1,7 2,2
US 2,6 1,5 2,3 2,1 2,7
United Kingdom 2,2 1,9 1,7 1,5 1,5

Foreign Demand (y.r.c. in %)
Euro Area Imports 6,7 4,8 4,4 4,6 5,1

Raw materials prices (a.r.c. in %)
energy -47,2 -15,7 23,1 0,1 11,7
non-energy -17,5 -1,8 6,5 -1,4 -0,5

Harmonised Index of Consumer Prices (y.r.c. in %) 
Portugal 0,5 0,6 1,6 1,4 1,5
Euro Area 0,0 0,2 1,5 1,3 1,4

Euro Exchange Rate
Effective of Euro (a.r.c. in %) -7,1 3,7 2,2 0,3 4,5
Euro - Dollar (a.a.c. in dollars) 1,11 1,11 1,13 1,09 1,23

Interest Rate
Short-Term (3-month Euribor - a.a.c. in %) 0,0 -0,3 -0,3 -0,2 -0,3

Public Accounts (in million escudos)
Overall Balance -6.058 -5.797 -5.361 -5.697 -5.697
Overall Primary Balance -1.960 -1.594 -886 -201 -201

2015 2016 2017
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8. Projection of Key Economic and Financial Indicators 

The current baseline scenario of macroeconomic projections suggests gross domestic product will 
grow in the 3.5-4.5 percent closed range, in volume, in 2018. 

The lagged effects of a higher than anticipated increase in credit to the economy in 2017 and the 
better than expected performance of the external environment in September 2017 justify an 
upward revision of the economic growth expectations for 2018. The latter also factor in a significant 
recovery in foreign direct investment, with the expected implementation of tourism projects in the 
process of being finalized, and a more rapid increase in budgetary expenditure. 

In this context, gross fixed capital formation is expected to largely support growth in 2018, 
reflecting the expectation of faster growth in both private investment and public investment. 

Domestic demand, however, is expected to be somewhat conditioned by the effects, on real 
household disposable income, of a slight reduction in emigrants' remittances and rising inflationary 
pressures, driven both by the direct and indirect effects of global demand and trade and by lower 
local production of fresh produce. In this context, private consumption is also expected to 
decelerate, also due to the base effect. It should be noted that, according to estimates by the 
National Statistics Institute, in 2017, private consumption enjoyed its fastest growth since 1999. 

The expectations for accelerated public consumption, besides being justified by the increase in the 
wage bill and transfers to households to compensate to a certain extent for the fall in income from 
agricultural production, are anchored in the expected developments in goods and services 
purchases from third parties, with the end of the policy of blocking expenses above the legally 
stipulated ten percent.   

The contribution of net external demand to growth is expected to increase, albeit remaining 
negative, mainly due to the prospect for lower import growth, as goods and services exports are 
expected to grow less rapidly. 

Figure 10: Developments in and Projection of Aggregate Demand and Current Account Components 

         

Source: National Statistics Institute; Banco de Cabo Verde. 

Note: E - Estimates; E - Projections; p.p. - percentage points; r.c. - rate of change. 
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The expected developments in exports will reflect the base effect of the significant increase in 
goods exports at ports and airports and in travel exports related to the increase in tourism supply, 
despite the positive expectations regarding the dynamics of air transportation exports following the 
fleet renewal and opening of new international routes by the national air carrier. The commercial 
strategy of passenger stopovers between Europe and Brazil is also expected to support the 
dynamics of tourism to some extent. 

On the supply side, growth is expected to reflect the continued recovery of the construction sector 
(whose turnover in Q4 2017 was positive for the first time since 2012), accelerating growth in 
general government and in taxes less subsidies, and maintenance of a robust growth in the 
manufacturing industry. 

The projected developments in total economic demand are expected to result in a worsening of the 
balance on goods and services in 2018, resulting in an increase in the current account deficit to 
around 9 percent of GDP, together with a reduction in grants and emigrants’ remittances. 

The financial account deficit is projected to increase by six percentage points to nine percent of 
GDP, as a result of increased foreign direct investment, public external debt disbursements and a 
reduction in both banks' external assets and liabilities. 

In this context, the country's net international reserves are expected to increase by 12 million 
Euros, to cover 5.6 months of the goods and services imports projected for 2018. 

In line with developments in the external accounts, the country's net external assets are expected 
to reduce about two percent by 2018. 

Credit to the economy is expected to grow at around six percent, after, in 2017, it enjoyed its 
fastest growth since 2011, supported by the prospects for continued ease of access to bank 
financing. 

Expectations for a more rapid increase in gross credit to the central government (by 5.7412 billion 
escudos, compared to 2.1622 billion in 2017), coupled with the prospects for a deceleration in the 
pace of deposits, will likely lead to a 13 percent growth in net credit to the General Government 
Sector (0.8 percent in 2017). 

Expected developments in the external environment, domestic supply conditions and domestic 
demand support the prospects for continued rise in consumer prices and the 1.75-2.75 percent 
growth in average annual inflation in 2018. 

The current baseline scenario of inflation projection corresponds to an upward revision of the 
September 2017 forecasts, justified by the IMF's and ECB's also upward revision of the projections 
for commodity prices in international markets, consumer prices and producer prices of the 
country's main trading partners, as well as the prospects for reduced local production of fresh 
produce due to the low rainfall recorded in 2017. 
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Table 6: Monetary Programming 

 
Source: Banco de Cabo Verde. 

Note: P – Projections. 
 

The level of uncertainties in Banco de Cabo Verde's current financial programming exercise is 
relatively moderate and the risks to its realization are negatively biased. 

On the side of the external environment, there is high probability of increased inflationary 
pressures arising from a more protectionist trade policy, with adverse impacts on the 
developments in consumer and import prices, is highlighted. The effects of the materialization of 
this scenario on growth may worsen if the monetary authority is confronted with the need to 
reverse the accommodative monetary policy stance. 

Internally, on the one hand, the budgetary boost to growth may be limited by the need to contain 
more non-compulsory expenditure, if the prospect for recovery of tax arrears does not materialize 
and the fight against tax evasion is not as effective as expected. 

On the other hand, constraints related to foreign direct investment financing, related to the small 
size of the national banking sector and the high cost of external financing, also due to the small size 
of financing requirements, compared to international standards, may also negatively affect the 
projected developments in gross fixed capital formation. 

In the event of worsening credit risk, banks' risk perception may also affect, to some extent, the 
dynamics of lending to the economy and, consequently, the dynamics of investment and 
consumption. 

The negative contribution of net external demand may increase in the event of reduced goods 
exports or increased imports of certain commodities, related to the national air carrier's current 
business strategy, with routes that do not include flights to all international airports in the country. 

Likewise, the materialization, even if there's low probability, of capital outflows, as part of the 

2015 2016 2017 2018P 2016 2017 2018P

Net Foreign Assetss 49.950 59.264 60.764 59.333 18,6 2,5 -2,4
Banco de Cabo Verde 50.018 59.717 57.103 58.429 19,4 -4,4 2,3

Net International Reservess 49.998 59.692 57.221 58.542 19,4 -4,1 2,3
Commercial Banks -69 -453 3.661 904 -560,4 908,0 -75,3

Net Domestic Assets 104.637 108.245 117.844 128.692 3,4 8,9 9,2
Total Domestic Credit 126.413 131.083 139.329 150.178 3,7 6,3 7,8

Net Credit to GG 29.494 30.685 31.432 35.483 4,0 2,4 12,9
Credit to the Economy 96.919 100.398 107.897 114.694 3,6 7,5 6,3

Other Net Assets -21.776 -22.838 -21.485 -21.485 4,9 -5,9 0,0

M2 154.586 167.510 178.608 188.025 8,4 6,6 5,3

Memo Items
Inflação (var. média anual IPC em %) 0,1 -1,4 0,8 [1,75   2,75]

Million escudos Change in %
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implementation of the new foreign exchange law, in addition to the potential announcement 
effect, requiring an immediate, even if temporary, action from the monetary authority to preserve 
the country's foreign reserves, by affecting expectations, could condition the best performance of 
the economy. 

Also, in the context of decreased emigrants' remittances and a slowdown in emigrants' deposits, 
which are banks' main funding source, the continued loss of correspondent banks may, in the long 
term, condition the financing of the economy. 
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9. Monetary Policy for the Coming Months 

Cabo Verde's monetary policy aims at price stability as a necessary condition for ensuring the 
country’s macro-financial stability, which in turn enables efficient resource allocation and, 
consequently, lasting and inclusive economic growth. 

The unilateral exchange rate peg of the Cabo Verdean escudo to the Euro, which has been governing 
the country's macroeconomic policy since 1998, in a context of incomplete liberalization of capital 
movements with foreign countries, anchors national inflation to the inflation expectations in the 
Euro Area. 

To ensure the credibility of the monetary regime, the central bank must have a stock of net 
international reserves that is adequate to the country's risk profile, to cover its short-term 
contractual and contingent liabilities and to cope with a possible temporary shortage of capital. 

In order to stimulate domestic demand, by encouraging the financing of viable projects, in a less 
favorable macroeconomic context and with reduced inflationary and balance of payments pressures, 
Banco de Cabo Verde has, since May 2013, been implementing monetary stimulus measures, as well 
as measures aimed at strengthening monetary transmission.  

With the strengthening of the economy, considering the recent performance and the risks to the 
developments in emigrants' remittances and deposits (namely those related to the transaction costs 
resulting from the maintenance of correspondents for transactions in US dollars by commercial banks 
in the country), which are banks' main funding sources, the monetary authority is expected to 
maintain a prudent and neutral policy, in the expectation that inflationary pressures and pressures 
on net international reserves will remain contained. 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Statistical Annex 



Monetary Policy Report

 

Banco de Cabo Verde / April 2018  35
 

1. International Economy 

National Accounts (as a percentage) 

 
Source: Eurostat; US Department of Commerce (BEA) and Office for National Statistics (ONS). 

Note: y.r.c. - YoY rate of change. 

 

 

 

 

 

 

 

 

 

Q3 Q4 Q1 Q2 Q3 Q4

Euro Area

Gross Domestic Product (y.r.c.) 2,1 1,8 2,3 1,7 2,0 2,1 2,4 2,7 2,7

Private Consumption 1,8 2,0 1,6 1,8 1,9 1,6 1,9 1,9 1,5

Public Consumption 1,3 1,8 1,2 1,7 1,6 1,0 1,1 1,3 1,4

Gross Fixed Capital Formation 3,3 4,6 3,5 5,1 4,4 4,1 3,4 2,4 2,5

Exports 6,4 3,4 4,9 3,3 3,8 4,7 4,5 5,8 6,1

Imports 6,7 4,8 4,4 4,8 4,9 4,7 4,5 4,4 3,7

US

Gross Domestic Product (y.r.c.) 2,9 1,5 2,3 1,5 1,8 2,0 2,2 2,3 2,6

Private Consumption 3,6 2,7 2,8 2,8 2,8 2,9 2,7 2,6 2,8

Public Consumption 1,4 0,8 0,1 0,4 0,4 -0,2 0,0 0,0 0,7

Gross Fixed Capital Formation 5,2 -1,6 3,3 -2,7 0,9 1,7 3,3 4,5 3,6

Exports 0,4 -0,3 3,4 1,0 0,6 3,1 3,2 2,2 5,0

Imports 5,0 1,3 4,0 0,7 2,7 3,8 4,1 3,2 4,7

UK
Gross Domestic Product (y.r.c.) 2,3 1,9 1,8 2,0 2,0 2,1 1,9 1,8 1,4

Private Consumption 2,7 3,1 1,7 3,1 3,0 2,6 1,8 1,3 1,2

Public Consumption 0,6 0,8 0,1 0,4 0,7 -0,4 0,2 0,1 0,6

Gross Fixed Capital Formation 2,8 1,8 4,0 4,0 4,6 4,5 4,2 3,6 4,0

Exports 5,0 2,3 5,7 1,3 4,6 6,1 5,1 9,0 2,7

Imports 5,1 4,8 3,2 7,9 3,6 4,3 3,8 1,7 3,1

2017
2017

2016
2015 2016
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Indicators of Activity, Job Market and Inflation 

 
Source: Eurostat; European Commission; Federal Reserve Board of Governors; US Department of Labor; Office for National Statistics. 

Notes: y.r.c. - YoY rate of change; s.a.v. - seasonally adjusted values; b.o.r. - balance of respondents. 

 

 

Sep Dec Mar Jun Sep Dec

Euro Area

Indicators of Activity

Industrial Production Index (y.r.c.)

Total (excluding construction) 2,1 1,5 3,0 1,3 2,7 2,1 2,9 3,4 5,3

Confidence Indicators (s.a.v.)

Econ Sentiment Indicator (1990-2012 = 100)  103,9 104,3 110,7 104,3 107,3 107,5 110,6 112,5 115,3

Consumer Confidence Indicator (b.o.r.) -6 -8 -2 -8 -5 -5 -1 -1 1

Confidence Indicator in Industry (b.o.r.)  -3 -3 5 -2 0 1 5 7 9

Confidence Indicator in Construction (b.o.r.) -23 -17 -4 -16 -12 -10 -3 -2 3

 Job Market

 Unemployment Rate (s.a.v.) 10,9 10,0 9,1 9,9 9,6 9,4 9,1 8,9 8,6

Inflation

Harmonised Index of Consumer Prices 

YoY rate of change 0,0 0,2 1,4 0,4 1,1 1,5 1,3 1,5 1,4

US

Indicators of Activity

Industrial Production Index (y.r.c.) -0,7 -1,0 2,0 -1,2 0,8 1,4 2,1 1,8 3,5

 Sales in Retail Trade (y.r.c.) 2,6 2,9 4,6 3,0 3,6 4,8 3,0 5,0 5,2

 Job Market

 Unemployment Rate (s.a.v.) 5,3 4,9 4,4 4,9 4,7 4,5 4,4 4,2 4,1

Inflation

Consumer Price Index

YoY rate of change 1,5 2,1 2,4 1,6 2,2 2,1

Average annual rate of change 0,1 2,1 2,1 0,9 1,3 1,6 1,8 2,0 2,1

Core Consumer Price Index (y.r.c.) 1,8 2,2 1,8 2,2 2,2 2,0 1,7 1,7 1,8

 Producer Price Index (y.r.c.) -0,9 1,7 2,6 0,6 1,7 2,2 1,9 2,6 2,6

UK

Indicators of Activity

Industrial Production Index (y.r.c.) 1,2 1,3 1,9 0,5 4,8 1,8 1,6 2,8 -0,4

 Sales in Retail Trade (y.r.c.) 4,1 4,7 1,9 4,1 4,0 2,1 2,7 1,2 1,4

 Job Market

 Unemployment Rate (s.a.v.) 5,4 4,9 4,5 4,8 4,8 4,6 4,4 4,3 4,4

Inflation

Consumer Price Index

YoY rate of change 0,9 1,6 2,3 2,7 3,0 2,9

Average annual rate of change 0,1 0,6 2,7 0,4 0,6 1,1 1,7 2,2 2,7

Core Consumer Price Index (y.r.c.) 1,1 1,3 2,4 1,5 1,6 1,8 2,4 2,7 2,5

 Producer Price Index (y.r.c.) -1,7 0,5 3,4 1,2 2,9 3,7 3,3 3,3 3,3

2017
2017

2016
20162015
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2. National Economic Activity 

Gross Domestic Product at current prices (in million escudos) 

 
Source: National Statistics Institute. 

Note: E – Estimates. 

 

Gross Domestic Product growth rate in volume (as a percentage) 

 
Source: National Statistics Institute. 

Note: E – Estimates. 

Q3 Q4 Q1 Q2 Q3 Q4

Sectors

Agriculture 12.005 12.662 9.809 2.290 3.246 3.264 2.614 2.132 1.799

Fishing 1.872 1.162 1.190 425 211 257 219 396 318

Extractive Industries 556 545 528 146 108 124 136 143 126

Manufacturing Industries 10.389 11.514 13.320 2.602 3.241 3.274 3.346 2.953 3.747

Electricity and Water 5.234 4.648 5.853 1.119 1.224 1.143 1.462 1.540 1.708

Construction 12.569 11.765 12.142 3.074 2.334 2.762 3.129 3.271 2.980

Trade 16.179 16.020 17.109 3.732 4.524 4.190 4.127 4.038 4.755

Transportation 14.999 15.129 16.112 3.664 3.999 3.910 4.128 3.719 4.355

Hospitality and Catering 7.260 7.886 9.265 1.866 2.206 2.518 1.888 2.284 2.576

Telecommunications and Postal Services 6.013 5.554 5.126 1.410 1.338 1.347 1.298 1.238 1.244

Financial Services 6.138 6.758 7.236 1.703 1.761 1.814 1.789 1.786 1.847

Real Estate and Other Services 16.210 16.654 17.069 3.863 4.367 4.272 4.271 4.058 4.469

Corporate Services 4.057 4.354 4.348 1.048 1.206 1.005 1.121 1.072 1.151

General Government 25.188 27.375 28.919 6.126 7.676 6.891 7.203 6.785 8.040

Gross Value Added 138.667 142.028 148.028 33.066 37.441 36.770 36.729 35.415 39.113

Taxes Less Subsidies 20.032 21.354 23.645 5.249 5.732 5.820 5.674 5.686 6.465
Gross Domestic Product 158.699 163.381 171.673 38.315 43.173 42.590 42.403 41.101 45.578

2016E 2016E

2017E 2017E

2015

Q3 Q4 Q1 Q2 Q3 Q4

Sectors
Agriculture 7,0 7,7 -22,4 2,6 2,5 -14,7 -21,3 -6,5 -44,4
Fishing 18,6 -38,4 6,0 -17,6 -56,1 -0,5 -6,1 -8,6 56,2
Extractive Industries -27,6 -3,6 -2,9 7,3 -12,9 -7,6 -15,7 -0,5 19,2
Manufacturing Industries 2,7 9,7 14,3 5,2 14,4 19,7 11,0 11,6 15,1
Electricity and Water 36,5 4,9 22,8 -3,4 -2,4 5,4 31,6 19,6 33,7
Construction -14,0 1,0 -0,9 9,5 -12,0 -6,0 -13,9 1,8 21,4
Trade -9,1 0,0 6,0 -0,4 6,7 9,4 3,0 7,0 5,0
Transportation 6,6 3,0 4,8 -2,8 6,7 3,8 11,6 -3,3 6,5
Hospitality and Catering -16,5 4,2 15,9 0,9 17,4 16,0 12,6 21,0 13,9
Telecommunications and Postal Services -2,7 -6,1 -6,5 -6,0 -8,4 -7,3 -1,2 -11,3 -5,9
Financial Services 1,0 9,4 6,7 9,7 12,7 10,0 7,3 4,5 5,3
Real Estate and Other Services 1,5 3,6 2,2 1,3 4,6 0,9 1,4 4,1 2,4
Corporate Services 35,6 8,9 -0,1 -0,3 2,6 1,7 1,0 2,7 -5,0
General Government 1,0 8,3 5,0 4,8 14,7 -0,9 6,8 10,0 4,8

Gross Value Added 0,0 4,0 3,2 1,9 5,3 2,1 2,2 4,9 3,8

Taxes Less Subsidies 8,4 2,5 8,4 10,5 -5,4 9,6 8,5 5,0 10,2
Gross Domestic Product 1,0 3,8 3,9 2,9 3,8 3,1 2,9 4,9 4,7

2015 2016E 2017E 2017E2016E
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Economic Activity Trend Indicators 

 
Source: National Statistics Institute. 

Note: s.a.v. - seasonally adjusted values; b.o.r. - balance of respondents; a.r.c. - annual rate of change; y.r.c. - YoY rate of change; n.a. - 
not available. (*) The year-over-year change in the Consumer Price Index for the quarters refers to the year-over-year rates of change for 
March, June and September and December 

Q3 Q4 Q1 Q2 Q3 Q4

Indicators of Activity

Confidence Indicators (s.a.v.)

Consumer Confidence Indicator (b.o.r.) 5,8 7,0 9,5 8,0 10,0 10,0 9,0 8,0 11,0

Economic Climate Indicator (index 1990-2009 = 100)  -13,3 -3,3 9,5 0,0 4,0 5,0 7,0 10,0 16,0

Confidence Indicators in the Manufacturing Industry (b.o.r.)  23,0 19,3 19,8 20,0 16,0 17,0 21,0 17,0 24,0

Confidence Indicators in Construction (b.o.r.)   -37,0 -43,5 -30,8 -45,0 -46,0 -38,0 -29,0 -33,0 -23,0

Confidence Indicators in Trade in Fairs (b.o.r.) 5,8 9,0 11,0 11,0 7,0 13,0 14,0 14,0 3,0

Confidence Indicators in Trade in Establishments (b.o.r.) -6,5 -0,5 3,5 4,0 1,0 3,0 0,0 3,0 8,0

Confidence Indicators in Tourism (b.o.r.)   -38,5 -6,8 22,8 4,0 8,0 19,0 14,0 30,0 28,0

Confidence Indicator in Residential Tourism (b.o.r.) -18,8 n.d. n.d. 6,0 n.d. 6,0 -4,0 3,0 n.d.

Confidence Indicators in Transportation (b.o.r.)   -3,0 1,0 7,8 -2,0 8,0 5,0 7,0 8,0 11,0

Consumer Price Index (CPI)

YoY rate of change -1,8 -0,3 0,5 1,7 1,6 0,3

Average Rate of Change in last 12 months 0,1 -1,4 0,8 -1,0 -1,4 -1,1 -0,5 0,4 0,8

Main Aggregates  (y.r.c.) 

Goods -0,3 -1,9 1,0 -2,7 -0,2 0,6 2,2 2,0 0,3

Energy -13,7 -14,9 5,5 -17,7 -7,3 1,4 10,9 12,1 8,9

Services 1,5 0,0 0,3 -0,2 -0,3 0,3 0,3 0,7 0,3

Special Aggregates (y.r.c.)

CPI, exc. Energy and non-processed Food 0,8 -0,2 0,7 -0,3 0,2 0,5 1,2 0,8 0,0

CPI, exc. Education, Health and Social protection 0,0 -1,6 0,7 -2,4 -0,3 0,3 1,8 0,8 0,0

Producer Price Index - Tourism Supply (y.r.c.) 3,9 10,9 0,8 11,0 7,6 0,0 1,2 -0,3 2,3

2016
2017

2017
2016

2015
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3. External Sector 

Balance of Payments (in million escudos) 

 
Source: Banco de Cabo Verde. 

Note: From 2016 onwards, the country's balance of payments and international investment position are compiled in accordance with the 
methodological recommendations of the International Monetary Fund’s Sixth Manual for compiling external sector statistics. (*) Data on Exports 
and Imports of goods according to DGA's external trade statistics, adjusting the figures reported by Companies in the quarterly surveys; (**) 
assets – liabilities 

 

Q3 Q4 Q1 Q2 Q3 Q4

Current Account -5.046 -4.343 -12.189 -2.538 -1.689 -530 -6.832 -2.331 -2.495

Goods* -47.029 -53.236 -63.186 -15.379 -15.116 -14.875 -15.159 -15.495 -17.657

General Goods -47.029 -53.236 -63.186 -15.379 -15.116 -14.875 -15.159 -15.495 -17.657

Services 22.608 26.164 27.780 6.045 7.614 8.723 4.427 6.456 8.175

Transportation 1.735 1.111 -375 -185 512 505 216 -844 -253

Ship Transportation -4.056 -4.432 -5.170 -1.189 -1.102 -1.274 -1.283 -1.311 -1.302

Air Transportation 5.792 5.543 4.795 1.004 1.614 1.779 1.500 468 1.049

Travel 24.475 30.153 35.217 6.807 8.388 9.891 6.840 8.642 9.844

Primary Income -5.870 -6.259 -6.525 -847 -1.595 -1.629 -2.422 -1.516 -958

Investment Income -5.831 -6.974 -7.085 -1.031 -1.751 -1.783 -2.631 -1.554 -1.116

Direct Investment Income -1.545 -2.847 -2.817 -192 -827 -776 -1.288 -546 -207
Distributed Profits -1.038 -2.652 -2.477 -191 -799 -642 -1.214 -545 -76
Reinvested Profits -468 -168 -329 0 -16 -133 -65 0 -131

Portfolio Investment Income -59 -57 -13 -29 0 -12 8 -7 -2
Other Investments -4.227 -3.944 -4.017 -782 -885 -941 -1.294 -937 -844

Trust Fund Interest 414 267 35 267 0 0 0 35 0
External Public Debt Interest (Central Gov.) -1.734 -1.542 -1.756 -223 -239 -495 -561 -425 -276

Ext. Priv. Debt Interest (banks and other sect.) -2.992 -2.401 -2.261 -560 -646 -447 -733 -513 -568

Secondary Income 25.244 28.988 29.742 7.643 7.408 7.251 6.322 8.224 7.945

Official Transfers 5.395 4.527 6.529 828 1.681 1.873 765 1.935 1.956

Migrants's Remittances 18.593 17.988 16.661 5.181 4.371 3.767 3.947 4.623 4.324

Capital Account 1.884 1.255 1.543 426 428 424 442 317 360

Official Transfers 1.744 1.084 1.290 379 371 363 374 249 304

Financial Account *** -11.675 -13.035 -6.004 -8.794 -1.667 853 -4.662 731 -2.925

Direct Investment -11.121 -11.251 -9.292 -4.401 -2.246 -1.923 -2.215 -1.979 -3.175

Shares 5.812 9.570 8.074 3.831 1.889 1.877 2.409 1.431 2.357

Portfolio Investment 3.544 4.222 4.040 1.004 1.206 1.023 1.006 1.006 1.006

Other Investments -4.098 -6.006 -753 -5.397 -627 1.753 -3.453 1.704 -756

Currency and Deposits 4.498 -2.590 3.660 -3.557 -464 565 -3.585 2.242 4.437

Loans -8.351 -2.847 -4.840 -1.976 -170 1.072 242 -2.655 -3.499

External Public Debt (Central Government) -10.590 -3.640 -4.840 -999 -1.139 357 -478 -1.217 -3.501

External Private Debt (banks and other sect.) 2.205 781 0,2 -977 969 715 720 -1.437 2

Commercial Credit -372 -386 -1.426 18 -169 99 -1.119 14 -420

Other Net Assets 127 -183 1.853 118 176 17 1.009 2.102 -1.274

Reserve Assets 3.524 9.144 -1.482 2.210 5.881 -1.344 -1.425 -2.002 3.288

Errors and Omissions -4.989 -803 3.160 -4.472 5.475 -384 304 742 2.498

2015 2016 2017
20172016
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4. Monetary and Financial Indicators 

 
Source: Monetary Financial Institutions, including Banco de Cabo Verde. 

Sep Dec Mar Jun Sep Dec

CVE Exchange Rates (average values  )

USD 99,4 99,7 97,9 98,4 104,6 103,1 98,3 92,5 93,3

Pound 151,9 135,2 125,9 129,5 130,6 127,3 125,7 123,0 125,0

Index of Nominal Effective Exchange Rate (2001 = 100) 102,4 102,7 103,0 102,9 102,3 102,5 103,0 103,6 103,5

Index of Real Effective Exchange Rate (2001 = 100) 131,8 129,7 128,7 129,2 129,4 128,3 128,4 129,8 129,1

Interest Rates (in percentage)

Deposit Rate (average) 0,25 0,25 0,10 0,3 0,3 0,3 0,1 0,1 0,1

Lending Rate (average) 6,50 6,50 4,50 6,5 6,5 6,5 4,5 4,5 4,5

Interest Rates on Credit (weighted average)

   91 to 180 days 10,4 9,6 9,5 9,5 9,3 9,9 9,1 9,1 9,3

   181 days to 1 year 8,7 8,7 7,4 8,1 7,9 7,7 7,4 6,9 6,9

   Over 10 years 8,8 8,6 8,7 8,6 8,6 8,6 8,6 8,8 8,7

   Overdraft 16,6 16,7 16,5 16,7 17,1 17,4 17,2 16,7 15,9

Resident Deposit Interest Rates (weighted average)

   31 to 90 days 2,9 2,6 2,5 2,5 2,5 2,5 2,2 2,8 1,9

   91 to 180 days 3,5 3,3 2,6 3,3 3,2 2,6 2,5 2,4 2,4

   181 days to 1 year 4,3 3,9 3,4 3,8 3,8 3,7 3,4 3,2 2,9

   1 to 2 years 4,6 4,2 3,7 4,1 4,1 4,0 3,8 3,5 3,3

Interest Rates on Emigrant Deposits (weighted average)

   31 to 90 days 3,1 2,9 2,5 2,8 2,8 2,6 2,7 2,5 2,2

   91 to 180 days 3,8 3,5 2,7 3,4 3,4 3,1 2,7 2,4 2,3

   181 days to 1 year 4,2 4,0 3,6 4,0 4,0 3,9 3,7 3,4 3,3

   1 to 2 years 4,8 4,4 3,7 4,3 4,2 4,0 3,9 3,5 3,3

Interest Rates on Treasury Bills (weighted average)

91 days 1,0 0,6 0,7 0,5 0,5 0,5 0,5 1,0 1,0

182 days 1,1 0,6 0,6 0,6 0,6 0,5 0,5 0,5 1,0

364 days 4,5 4,5 3,6 4,5 4,5 4,5 4,5 4,5 1,0

Monetary Aggregates (year-over-year change, end-of-period)

Net Foreign Assets 13,4 18,6 2,5 24,2 18,6 14,2 0,4 1,7 2,5

   Net International Reserves of Banco de Cabo Verde 7,8 19,4 -4,1 24,5 19,4 17,1 10,6 2,1 -4,1

Net Domestic Assets 2,6 3,4 8,9 2,8 3,4 5,6 4,8 3,8 8,9

M2 5,9 8,4 6,6 9,0 8,4 8,4 3,3 3,1 6,6

M1 4,2 12,5 18,0 12,7 12,5 16,3 8,8 11,6 18,0

Banking Credit Aggregates (year-over-year change, end-of-period)

Net Domestic Credit 2,2 3,7 6,3 2,6 3,7 7,0 4,5 4,1 6,3

   Net Credit to General Government 0,5 4,0 2,4 -3,4 4,0 6,8 1,0 -1,8 2,4

   Credit to the Economy 2,7 3,6 7,5 4,7 3,6 7,0 5,7 6,1 7,5

      Non-Financial Public Enterprises 275,4 6,1 28,2 23,1 6,1 13,0 12,2 25,4 28,2

      Private Companies, Mixed Companies and Individuals 0,3 3,5 6,8 4,2 3,5 6,8 5,5 5,4 6,8

2016 2017
2015 2016 2017
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5. Public Finance (*) 

(in million escudos) 

 
Source: Finance Ministry. 

Total Revenues 37.716 35.406 41.826 43.220 49.388

Current Revenues (excluding Grants) 33.692 33.028 37.985 39.265 43.236
   Taxes 28.099 27.465 30.252 32.304 35.909
   of which:
      Income Taxes 8.596 8.051 9.561 10.078 11.297
      Value Added Taxes - VAT 10.523 10.151 11.283 11.986 13.365

Consumption Taxes 1.664 1.507 1.478 1.550 1.938
      Taxes on International Transactions 5.700 5.755 6.082 6.813 7.224

Social Security 43 55 46 56 60
   Transfers (grants) 4.024 2.608 3.841 3.955 6.152

Other Revenue 5.550 5.279 7.687 6.906 7.267

Total Current Expenses 35.424 37.297 41.040 44.015 45.253

   Current Operating Expenses 30.953 32.018 34.471 37.261 38.745
   of which:
      Staff Costs 16.601 16.885 17.058 18.252 18.595
      Procurement of Goods and Services 5.062 5.136 6.805 6.770 6.506
      Interest on External Debt 1.438 1.518 1.724 1.748 1.791
      Interest on Domestic Debt 1.878 1.910 2.374 2.455 2.684

Subsidies 101 107 161 160 111
Current Transfers 4.074 4.393 4.753 4.903 5.879

      Social Benefits 4.150 4.315 4.729 5.148 5.541
      Other Current Expenses 2.053 2.323 2.321 3.136 2.689
      Amount pending settlement 0 694 1.079 1.422 1.410
   Current investment spending 4.471 5.279 6.569 6.754 6.508

Non-financial Assets 16.615 9.487 6.844 5.003 9.496

   Purchase of Assets 16.615 9.876 7.128 5.040 5.420
      of which: Investment Program 16.546 9.801 6.971 4.881 9.505
   Sale of Assets 14 389 284 37 168

Overall balance, incl. grants -14.309 -11.376 -6.058 -5.798 -5.361

Overall primary balance, incl. grants -10.924 -7.948 -1.960 -1.595 -887

Financing 14.090 10.915 5.526 5.334 6.464

   Financial Assets -6.817 -4.737 -5.402 -4.801 -1.154
   Financial Liabilities 20.907 15.652 10.928 10.135 7.618
       Net Domestic 1.199 1.045 996 6.931 1.410
       Net Foreign 19.708 14.607 9.932 3.204 6.208

2013 2014 2015 2016 2017




