Standard Bank

AFRICA
TRADE
BAROMETER

Highlights

of the current
cross-border
trade landscape
in Namibia

Namibia
COUNTRY FOCUS

September 2023 | Issue 3




B standard Bank Africa Trade Barometer | Namibia

TABLE OF CONTENTS

Executive summary

'_\

. Introduction

2. Country rankings

3. Macroeconomic environment

4. Macroeconomic stability

5. Government support

6. Infrastructure constraints and enablers

7. Trade openness

8. Traders’ financial behavior & access to finance

©

. Foreign trade & trading in Africa

10. Main obstacles to trade

11. Conclusion

11. Appendix

13. About the research

14. Endnotes

Disclaimer

10

12

14

16

18

20

22

24

25

26

30

32

33



B standard Bank Africa Trade Barometer | Namibia

EXECUTIVE SUMMARY

Being Africa’s largest bank, Standard Bank has
leveraged its presence and expertise across the
continent to create the Standard Bank Africa Trade
Barometer (SB ATB). The SB ATB was launched in 2022
with the intent of creating Africa’s leading trade index to
address the information vacuum of reliable African trade
data and to support and enable the growth of intra-Africa
trade. Availability of trade data remains a challenge across
Africa and the SB ATB aims to fill part of this data gap
through up-to-date survey data on the views of African
businesses on the environment they operate in, their trade
behaviour, trading activities and their perceptions on trade.

This is Issue 3 of the SB ATB. The SB ATB focuses on 10
countries: Angola, Ghana, Kenya, Mozambique, Namibia,
Nigeria, South Africa, Tanzania, Uganda and Zambia.

In order to construct the SB ATB index rankings, seven
broad thematic categories of data are collected from
both primary and secondary data sources. These
thematic categories are trade openness, access to finance,
macroeconomic stability, infrastructure, foreign trade,
governance and economy and traders’ financial behaviour.

From a primary data perspective, the Standard Bank
Firm Survey Trade Barometer (SB STB) is constructed.
The SB STB scores and ranking by country are the
averages of all the data collected only from the primary
research surveys conducted with over 2,500 businesses
across the 10 countries of interest.

Port of Walvis Bay, Namibia. Source: Namport (namport.com.na)

From a secondary research perspective, the Standard
Bank 3-Year Quantitative Trade Barometer (SB QTB) is
constructed. The SB QTB scores and ranking by country
are the averages of all the selected indicators collected only
from existing secondary data sources.

The SB ATB is an aggregate of the SB QTB and the SB
STB.

This is the country report for Namibia. It
contains analysis of the primary and
secondary data gathered specifically for
Namibia between March and May 2023
and showcases trends and opportunities in
trade within the country.

Namibia improved in the SB ATB from position 3 to
position 2. This improvement is partly due to the country
improving in the SB QTB ranking from position 4 to position
2. Meanwhile, Namibia maintained position 4 in the SB STB.

Namibia ranked 2" in the overall SB
ATB, an aggregate result of its SB QTB
(ranked 2"%) and SB STB (ranked 4™").

The table below shows Namibia’s relative performance in
the seven broad thematic categories of the SB ATB.

Standard Bank
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SB ATB ranking for Namibia across seven thematic areas

Thematic category m Ranking out of 10 countries

Macroeconomic Stability Business Confidence 8 I

LI 52
I 53

(+1)

Governance and Economy Government Support on Trade 7 1

T, 55
I 50
Quality of infrastructure

B K
57

(-4)

Infrastructure
1 (unchanged)

Infrastructure obstacles

B g
68

1 (unchanged)

Access to Finance Access to Credit

E—— ¥ 4 |
. 42 (u ged)
Traders’ Financial Behaviour Credit Terms Extended to Clients 9
. 34 l (-2)
. 41

Credit Terms Advance from Suppliers

P 9 (nenanae)

I 31
Foreign Trade Ease of Trade
- 42 3 T (+2)
44
Trade Openness Trade openness
B 1 T (+1)
61

M sep22 1 May23

Note: All indicators have an index score ranging from 0 to 100, where O represent a low score and 100 the highest score

Namibia’s overall macroeconomic conditions are has slightly improved from 52 in September 2022, although

average, hence having a moderate impact on her
tradability attractiveness. Namibia’s rising current GDP -
which has recovered from the worst effects of the Covid-19
pandemic - and a rise in real GDP growth rate and FDI net
inflows that have surpassed pre-pandemic levels as well as
increasing merchandise trade have a positive impact on the
country’s tradability attractiveness. On the other hand,
inflationary pressures accompanied by an increase in
interest rates, and a depreciating Namibian dollar against
the US dollar have a negative impact on tradability
attractiveness.

Business confidence among Namibian businesses
remains neutral relative to the other 9 markets in the SB
ATB. Namibia has a business confidence score of 53, which

1 Reuters, 2023. Available here

below the average of SB ATB markets of 58 (see table
above). While the majority (41%) of the surveyed
businesses have a neutral outlook, more businesses exhibit
a positive perception (27%) of future performance compared
to a negative perception (15%). Optimistic views are most
likely due to the ongoing oil exploration, and
announcements by the National Petroleum Company of
Namibia (NAMCOR) and its partners about the discovery of
large oil reserves made in March 2023, which is expected to
result in growth in the oil and gas sector, and the economy
at large.!

Over the past three surveys, there has been a notable
increase in the share of businesses that do not find the
Government to be supportive of cross-border trade

I SSSS————  Standard Bank
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activities. The share of businesses with negative
sentiments increased from 12% in January 2022 to 39% in
May 2023. Business sentiments about the Government’s
role in supporting cross-border trade are negative as
businesses find limits on foreign currency purchases
restrictive, customs duty and taxes high, therefore making it
difficult for businesses to operate.

Relative to other SB ATB markets, the perceived quality
of infrastructure in Namibia is high resulting in the
country ranking first on both infrastructure indicators
(see table above). The infrastructural aspect that
constrains the ability of businesses to operate to the largest
degree is the country’s customs regulations. However, on
average, relative to other SB ATB markets, none of the
infrastructural aspects were identified by respondents as
severe obstacles constraining their operations. This signals
that infrastructure in Namibia does not significantly inhibit
the ability of businesses to operate and engage in trade.

In access to credit, Namibian businesses, particularly
small businesses, find the environment more difficult.
Notably, small businesses experienced a substantial 25-
percentage point rise in perceived difficulty between
January 2022 and May 2023. This outcome aligns with the
current economic climate post-Covid-19, which has been
marked by rising interest rates reaching 7.25% in June 2023
from 3.75% in January. However, the Bank of Namibia’s
Economic Recovery Scheme has provided some support to
businesses which has driven an increase in the usage of
credit arrangements by businesses with their suppliers, from
27% in September 2022 to 31% in May 2023. That said,
perceptions of Namibian businesses with regards to access
to credit remains better than most other countries in the SB
ATB, ranking position 4 (see table above).

| 1

S N A,

The survey findings suggest that barriers, such as high
importation/exportation tax rates and complex business
policies in African countries, have negatively impacted
the perception of Namibian businesses with regards to
the ease of trading with other African countries.
However, Namibia’s ranking increased from position 5 in
September 2022 to position 3 in May 2023 with respect to
their ease of trade index score (see table above). This
indicates that relative to other SB ATB markets, Namibian
businesses found it easier to trade with other countries.

Namibia is one of the 54 signatories to the African
Continental Free Trade Agreement (AfCFTA). Awareness
of the AfCFTA amongst surveyed Namibian businesses has
significantly improved, increasing to 50% in May 2023 from
21% in September 2022. Businesses expect that the
implementation of AfCFTA will increase access to larger
markets for goods and services, promotion of industrial
development across African countries and ease in the
movement of goods and services across borders.

Looking forward, an aspect that will be interesting to
track in future issues of SB ATB in Namibia is the
AfCFTA, and its effects on businesses going forward.
Namibia has been proactive in creating awareness of the
AfCFTA by launching the National Strategy and
Implementation Plan for AfCFTA in November 2022, which
outlines the country’s commitment to raising awareness and
building capacity among businesses. Future iterations of the
survey will provide insights into the impact of AfCFTA on
trade dynamics with other African countries. With greater
access to a unified African market, Namibia is poised to
deepen and broaden trade relations with non-traditional
African trade partners.
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1. INTRODUCTION

Being Africa’s largest bank, Standard Bank has
leveraged its presence and expertise across the
continent to create the Standard Bank Africa Trade
Barometer (SB ATB). The SB ATB was conceived with the
intent of creating Africa’s leading trade index to address the
information vacuum of reliable African trade data and to
support and enable the growth of intra-Africa trade.

Definition of trade in the context of the SB ATB

Trade—in the context of the SB ATB—
should be understood as the process of
production and transfer of goods and
services that is enabled by solutions that
effectively connect the supply chain
domestically and internationally to create
economic value.

Launched in 2022, this is Issue 3 of the SB ATB. Issue 1
and Issue 2 were published in June 2022 and November
2022 respectively. The SB ATB focuses on 10 countries:
Angola, Ghana, Kenya, Mozambique, Namibia, Nigeria,
South Africa, Tanzania, Uganda, and Zambia.

The objective of the SB ATB is to provide dynamic and
insightful analysis that can intelligently inform and grow
Africa’s trade ecosystem. Updated annually, the data
enables stakeholders to take the pulse of African trade in
near real-time to measure improvements or declines in
business confidence, track operational challenges, and
identify shifts in overall tradability. To do so, the SB ATB
covers seven broad thematic categories of data that impact
on trade. These are: trade openness, access to finance,
macroeconomic stability, infrastructure, foreign trade,
governance and economy, and trade financial behaviour.
These are the seven variables on which the trade barometer
scores for each country are constructed.

The SB ATB is based on primary and secondary data
sources. Primary research is gathered through a survey of
over 2 500 firms representing small businesses, large
businesses, and corporates across the 10 countries.? The
survey is augmented by in-depth interviews (IDIs) with select
thought leaders in respective countries, and secondary data
from sources such as the World Bank, the International
Monetary Fund (IMF) and central banks of the respective
countries.

2The business size definitions by turnover bands, as used in the
context of the SB ATB, can be found in the ‘About the Research’
section later in this report

This is the country report for Namibia. It contains analysis
of the primary and secondary data gathered specifically for
Namibia and showcases trends and opportunities in trade
within the country. Primary and secondary data was gathered
in Namibia between March and May 2023 for this third issue
of the SB ATB.

A total of 204 businesses were surveyed in Namibia. In
order to be representative, the majority of these (63%) were
small businesses (see Figure 1) given that most businesses
in the country fall in this category. The reader should bear
this in mind as it has a commensurate impact on the insights
highlighted in this report. That said, because the majority of
businesses in our sample are small businesses, the results
presented here potentially represent a more realistic picture
of trade on the ground. The surveyed businesses were
located in Windhoek, Walvis Bay, Swakopmund, Oshakati
and Rundu.

Figure 1: Breakdown of surveyed businesses in Namibia
by business segment

M small business M Large business [l Corporate

Source: Standard Bank Africa Trade Barometer Issue 3

The fact that the majority of surveyed businesses were
small businesses is the central value-add of the
Standard Bank Africa Trade Barometer (SB ATB).
Aggregate trade data and information on the African
continent is skewed by large businesses who trade specific
commaodities in large volumes. The trading activities and
behaviour of small businesses is therefore not adequately
represented. The SB ATB is different because, due to the
underlying sample composition being majority small
businesses, the emphasis and findings relate to small
businesses, their trade behaviour, trading activities and their

I SSSS————  Standard Bank
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perceptions on trade. The SB ATB also makes a contribution
in understanding the trade perceptions of small businesses in
Africa that do not necessarily engage in cross-border trade.
This is important because this understanding is helpful in the
quest for Africa to transform herself from a poorly integrated
trade environment to more trade integration where a large
diversity and scope of the overall economy trades with each
other.

Because of the intentional bias of the SB ATB on smaller
businesses, the reader may notice that in certain
instances the survey findings may differ from data at the
aggregate level. This is to be expected as in many cases
data at the aggregate level (from sources such as the
Statistics Bureaus of individual countries, World Bank, etc.) is
skewed by a few large businesses (multinationals, etc.) that
trade large volumes of specific commodities. This is pointed
out in the report, as relevant.

There were three IDIs conducted in Namibia as part of
this third issue. One interview was with a representative
from the Namibia Revenue Agency, another with a
representative from the Ministry of Finance, and finally with a
representative from the Ministry of Trade.

Please note that although this is Issue 3 of the SB ATB
and hence there are three data points for all variables
from the surveys conducted so far (January 2022,
September 2022 and now May 2023), this report
predominantly compares September 2022 and May 2023
data points in most cases. This is done for ease of analysis
and comparison with recent market trends in order to make
contextual sense of the data. That said, all data points from
the last three surveys of the SB ATB are available on
request.
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2. COUNTRY RANKINGS

Namibia has gained one position in the Standard Bank Africa Trade Barometer ranking, from

position 3 to position 2

In order to construct the Standard Bank Africa Trade
Barometer (SB ATB) index rankings, seven broad
thematic categories of data are collected from both
primary and secondary data sources. These thematic
categories are: trade openness, access to finance,
macroeconomic stability, infrastructure, foreign trade,
governance and economy and trade financial behaviour.

From a secondary research perspective, the Standard
Bank 3-Year Quantitative Trade Barometer (SB QTB) is
constructed. The SB QTB scores and ranking by country
are the averages of all the selected indicators collected only
from existing secondary data sources / reported facts.

From a primary data perspective, the Standard Bank
Firm Survey Trade Barometer (SB STB) is constructed.
The SB STB scores and ranking by country are the averages
of all the data collected only from the primary research
surveys conducted with 2,636 businesses.

The SB ATB is an aggregate of the SB QTB and the SB
STB. Changes in a country’s ranking on the three indices
(SB ATB, SB QTB and SB STB) are driven by changes in
both the aggregate score for that country, as well as their
relative ranking against the other countries included.
Changes in the SB ATB rankings over the past 6 months are
driven mostly by the changes in the SB STB scores.

It is important to emphasise that the SB
ATB ranking of countries is relative to
the 10 countries themselves. In other
words, countries are ranked against

each other i.e., relative scores to each
other. This is pegged on a scale of O -
100. When indexed between this range,
South Africa has the highest Tradability
Index while Angola has the lowest. This
does not imply that one cannot trade in
Angola or that South Africais perfect, it
only implies that at a common starting
point of 0 and maximum point of 100,
this is how the two markets fared.

Namibia improved in the SB ATB from position 3 to
position 2 (see Figure 2). This improvement is partly due to
the country improving in the SB QTB ranking from position 4
to position 2. Meanwhile, Namibia maintained position 4 in
the SB STB.

There was significant improvement in Namibia’s SB STB
scores with regards to perceptions of businesses as to
future growth of exports and imports. In other words,
businesses have relatively more confidence that their exports
and imports will increase in the medium-term. However,
perceptions of businesses as to import and export tariff
regulations as well as government support on trading
activities significantly declined.

The rest of this report unpacks Namibia’s performance in the
Standard Bank Africa Trade Barometer Issue 3 from both a
primary and secondary research perspective, in line with the
seven broad thematic areas referenced earlier.
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Figure 2: ATB, QTB and STB ranking, by country

1 = High tradability score < . 10 = Low tradability score
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Source: Standard Bank Africa Trade Barometer Issue 3

Notes: All values are shown so that a higher value is ‘better’ for trade, with the best to least ranking economies being ranked 1, 2, 3, etc., and how this has
changed over time; Red border indicates that the country has declined in the relevant ranking from September 2022, Green border indicates that the
country has improved in ranking from September 2022, while Grey border indicates that the country has remained in the same position as in September
2022.
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3. MACROECONOMIC ENVIRONMENT

Namibia’s macroeconomic conditions have a moderately positive impact on her tradability

attractiveness

A country’s macroeconomic environment plays an
important role in how attractive it is with regards to
trading activities. A country has a high tradability
attractiveness if it is characterised by: high GDP (many
goods and services are produced in the country); high GDP
per capita (residents have a high spending power); stable
inflation (a stable local currency so that it does not
disadvantage importers, for instance); high foreign direct
investment (FDI) (generally conducive for business and
investment); high merchandise trade as a percentage of
GDP (imports and exports are high); and so on.

As part of the calculation of the SB QTB, a tradability
attractiveness score is calculated for each country using
relevant macroeconomic indicators, including those
highlighted in Table 1. The three-year average (2020, 2021
and 2022) of each relevant indicator in a country is first
normalised which allows for the relative impact of each
indicator on overall tradability attractiveness to be compared
and converted to a score. The same macroeconomic
indicators can be used to understand the macroeconomic
environment of a country, which is done in this section of the
report.

Investor confidence - highlighted by
increasing FDI net inflows into Namibia -
continues to grow. However, the
macroeconomic environment is marred
by a depreciating Namibian Dollar, rising
inflation and interest rates which

3 Fitch Solutions, 2023. Available here

negatively affect the country’s cross-
border trade activities.

Namibia’s overall macroeconomic conditions are
average. This has a moderate impact on her overall
tradability attractiveness (see Table 1). Notable variables
that have a positive impact on the country’s tradability
attractiveness include rising current GDP - which has
recovered from the worst effects of the Covid-19 pandemic -
and arise in real GDP growth rate and FDI net inflows that
have surpassed pre-pandemic levels. Similarly, a high and
increasing merchandise trade as percentage of GDP also
has a positive impact on Namibia’s tradability attractiveness
as it signals the country’s high openness to trade. Notable
variables that have a negative impact on Namibia’s tradability
attractiveness include rising imports as a percentage of GDP,
rising inflation and interest rates, and a depreciating
Namibian Dollar. While the Namibian Dollar had gained value
post the pandemic, it has been depreciating against the US
Dollar since 2022 as a result of negative market sentiments
towards South Africa causing persistent depreciation
pressure on the Namibia exchange rate pegged to the South
African Rand.® Driven by surging food and transport costs
due to the Namibian Dollar’s depreciation, surging energy
prices and supply shortages caused by Russia’s invasion of
Ukraine, Namibia’s inflation rate has been on the rise. To
safeguard its currency peg with South Africa’s Rand and
quell inflation, the central bank of Namibian has responded
with higher interest rates.

I SSSS————  Standard Bank
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Table 1: Namibia’s macroeconomic indicators and their impact on tradability attractiveness

Narable | o | ame | a0 |z | zm
GDP

USD 14 billion USD 13 billion USD 11 billion

(current USD)
?,Z;"' SO L 1.1% -0.8% -8.0%
Inflation 4.3% 3.7% 2.2%
(%) . 0 . (+] . 0
I(.ozr;dlng interest rate 10.1% 9.9% 7.9%
Exchange rate
(NAD:USD, period average) ez i 16.5
FDI net inflows usD 234 usD -176 UsD -150
(BoP, current USD) million million million
?ﬂ /f’(‘)’fhgr[‘;jl:';e trade 115% 114% 17%
I(szgfrt;SL?OOds & services 46% 47% 42%
Exports of goods & services 26% 36% 339

(% of GDP)

Source: Namibia Statistics Agency; Namibia Trade Statistics Bulletin; UN Comtrade
Notes: Percentages and figures are rounded to the nearest whole number

11

USD 12 billion  USD 13 billion
3.5% 4.6%
3.6% 6.1%
6.9% 8.6%
14.8 16.4

USD 649 million 5D 933
129% 134%
48% 56%
32% 38%
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4. MACROECONOMIC STABILITY

Confidence in the economy remains neutral

Namibia’s business confidence index score

M sep22

Business confidence can vary between 0 and 100, where 0 indicates
an extreme lack of confidence, 50 neutrality and 100 extreme
confidence. In the May 2023 SB ATB survey results, Namibia’s
business confidence index score marginally increased from 52 to 53.

1 May'23

This means surveyed businesses in Namibia slightly have a bit more
confidence in the performance of the economy in relation to business
compared to September 2022.

*k%k

The majority of businesses in Namibia—regardless of
size—retain a neutral perspective on the performance of
the economy in relation to business over the next three
years (see Figure 3). While the majority (41%) of the
surveyed businesses have a neutral outlook, more
businesses exhibit a positive perception (27%) of future
performance compared to a negative perception (15%). In
addition, between September 2022 and May 2023, there has
been notable growth in the proportion of businesses that are
optimistic, from 19% to 27%.

Figure 3: Outlook of businesses on the performance of
the Namibian economy over the next three years
Question: Please indicate how you feel about the
performance of the economy in relation to business in the
next 3 years.

Extremely optimistic
or very optimistic

45%

Neutral 41%

Extremely pessimistic
or very pessimistic

Don't know

M sep22 1 May'23

Source: Standard Bank Africa Trade Barometer Issue 3

4 Bank of Namibia, 2023. Available here
5 Bank of Namibia, 2023. Available here

The neutral posture adopted by Namibian businesses
possibly reflects the projected performance of the
economy at the aggregate country level (see Figure 4).
The Namibian economy is projected to grow at 3.3% in 2023,
a decline from the growth rate of 4.6% recorded in 2022.
Thereafter, the economy is projected to grow at a rate of
above 2.5% from 2024 going forward. The expected
slowdown in economic growth can largely be attributed to
weaker global demand.* In addition, external shocks such as
tighter monetary policies from major global central banks
(e.g., the US), and domestic shocks such as interruptions in
water supply have dampened Namibia’s growth prospects.®

Figure 4: Real GDP growth
(%, 2017 - 2027)

-8.0
2017 2018 2019 2020 2021 2022 2023f 2024 20251 2026f 2027f

Source: Bank of Namibia; IMF
Note: ‘f represents forecasted data points

Respondents who hold optimistic views on the future
outlook of the Namibian economy commonly cited
increased economic growth (15%), business growth
(13%), and economic stability (13%) as the main factors
driving their optimism. Given the economic growth
experienced in Namibia in 2022 as a result of higher
production volumes from the diamond mining sector, some of
the surveyed businesses with optimistic views expect
economic growth trends observed in 2022 to continue into
the future. This is most likely due to the ongoing oil
exploration, and announcements by the National Petroleum
Company of Namibia (NAMCOR) and its partners about the
discovery of large oil reserves made in March 2023, which is
expected to result in growth in the oil and gas sector.®

6 Reuters, 2023. Available here

I SSSS————  Standard Bank
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Namibian businesses also cited business growth as a
contributing factor to their sense of optimism. These
sentiments indicate the waning effects of the Covid-19
pandemic, as the majority of the optimistic businesses stated
that they expect higher demand from their customers and
economic stability to boost economic performance in relation
to business.

On the other hand, among the businesses that
expressed a negative outlook on the future performance
of the economy, the most commonly cited reason was a
poor economy (37%). The depreciation of the Namibian
Dollar since 2021 partly contributes to the pessimistic views
observed among some businesses (see Figure 5). Over
2023, the Namibian dollar is expected to further depreciate
against the US dollar, weakening to 18 NAD per USD in
2023, from 16 NAD per USD in 2022.7 For Namibia, which
remains heavily reliant on imports to meet local demand, a
depreciation of the Namibian dollar provides headwinds to
economic growth as imports become more expensive,
therefore explaining the negative sentiments among some
businesses.

Figure 5: Foreign exchange
(NAD:USD, 2017 - 2023)

4
2018 2019 2020 2021 2022 2023f

Source: Bank of Namibia; African Markets Revealed Report
Note: ‘f represents forecasted data points

Furthermore, due to a weakened exchange rate and
higher global prices, inflationary pressures continue to
dampen the economic prospects of Namibia. Inflationary
pressure started to rise globally in 2021, as localised
shortages of consumer goods were created by base effects
(a sharp increase in the growth rate of inflation coming from
a low base rate of 2% in 2020, which induced panic buying),
higher commodity prices and supply-chain challenges.® The

 Fitch Solutions, 2023. Available here
8 Fitch Solutions, 2023. Available here

9 Bank of Namibia, 2023. Available here
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Russia-Ukraine conflict has also significantly impacted the
global supply prices of key commodities, such as oil and gas,
fertiliser, wheat, corn, and barley. Rising consumer price
inflation was the key risk to consumer spending over 2022,
and has been eroding purchasing power and shifting
consumer spending away from discretionary spending.
Namibia’s average inflation rate rose to 6.8% during the first
five months of 2023 compared to 4.9% during the
corresponding period in 2022.° To continue safeguarding the
peg between the Namibian Dollar and the South Africa Rand
and anchoring inflation expectation, the monetary policy
committee increased the repo rate by 50 basis points in June
2023 to 7.75%.%° As such, economic growth is expected to
slow down in 2023 as both the business and consumers are
negatively affected by high inflation and interest rates. This
partly explains the negative sentiments about Namibia’s
future economic outlook exhibited by some of the surveyed
businesses. Inflation is decline in the second half of 2023
resulting in an average of 5.6% for 2023 before moderating
to 4.5% in 2024.1*

Namibian businesses are optimistic about the future
performance of their individual businesses (see Figure
6). The majority of businesses (65%) believe that their
revenue will increase over the next year primarily due to the
perception that demand for their goods or services will
increase in the near-future driven by increased marketing
activity and wider industry growth. In addition, businesses
plan to expand their physical presence in Namibia. This
overall sense of optimism reflects the waning effects of the
Covid-19 pandemic on the operations of businesses.

Figure 6: Businesses revenue expectations over the next
year

Question: Thinking ahead, do you expect business turnover
to increase, decrease or remain the same.

Increase 65%
Stay the same

Decrease

Don’t know

Source: Standard Bank Africa Trade Barometer Issue 3

10 Bank of Namibia, 2023. Available here
1 IPPR, 2023. Available here

I SSSS————  Standard Bank
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5. GOVERNMENT SUPPORT

Perceptions of government support on cross-border trade are on a downward trend

Namibia’s government support index score

1 May’23

M sep22

Government support index can vary between 0 and 100, where 0
indicates an extreme lack of Government support, 50 neutrality and
100 extreme Government support. In the May 2023 SB ATB survey
results, Namibia’s Government support index score decreased from
56 to 50. This means that surveyed businesses in Namibia feel the
Government has been less supportive of cross-border trade activities
in this iteration of the survey compared to September 2022.

*k%k

Over the past three surveys, the positive perception of
the Government’s role in supporting cross-border trade
activities has been on a downward trend (see Figure 7).
There has been a notable decrease in the share of firms who
stated that the Government was supportive (either extremely
supportive or somewhat supportive) of their cross-border
trading activities in May 2023 (34%) relative to January 2022
(53%). In line with this observation is an increase in the
share of businesses that do not find the Government to be
supportive (either not very supportive or not at all supportive)
of cross-border trade activities, as the share of businesses
with these sentiments increased from 12% in January 2022
to 39% in May 2023.

Figure 7: The extent the Government has supported
cross-border trade activities as identified by businesses

Question: Please indicate how supportive your government
is with regards to cross-border trading activities.

May '23
Sept '22

Jan'22

I Extremely supportive Bl Neither supportive nor unsupportive [lll Not at all supportive
Il Somewhat supportive [l Not very supportive

Source: Standard Bank Africa Trade Barometer Issue 3

12 Namibia Economist, 2022. Available here

Larger businesses on average have a more positive
perception of the Government’s support for cross-border
trade relative to smaller businesses. During the May 2023
survey, 50% of corporate businesses and 36% of big
businesses reported that the Government was supportive
(either extremely supportive or somewhat supportive) of their
cross-border trading activities, compared to 28% of small
businesses. This difference may be explained by larger
businesses having better access to information about
Government programs, more resources and capacity to
navigate complex regulatory environments and Government
support being more accessible and tangible to larger
businesses. With the aim of supporting cross border
activities, especially small and medium enterprises (SMES),
the Namibia Trade Forum (NTF), an agency of the Ministry of
Industrialisation and Trade signed a Memorandum of
Understanding (MoU) with the Development Bank of Namibia
(DBN) in November 2022.12 The partnership aims to improve
and strengthen SME industries and accelerate Namibia’s
industrialisation agenda and the diversification of its export
market by increasing opportunities for loan approval for
SMESs, assisting these businesses to enter a competitive
market space and ensure they SMEs are export-ready.
However, the benefits of the partnership are yet to reflect in
the Government support score as most surveyed
businesses, especially small businesses (47%) felt the
Government was not supportive of cross border trade in May
2023.

Respondents noted that they would like the Government
to support cross-border trade by reducing or eliminating
limits on foreign currency purchases. To be able to
continuously support its imports, it is necessary for Namibia
to acquire and maintain fairly substantial foreign capital
reserves, while limiting and controlling the selling of foreign
currencies to ensure the country has adequate funds at all
times. Moreover, the Namibia Dollar is pegged to the South
African Rand, which requires Namibia to hold sufficient
foreign currency reserves to maintain this peg. Therefore,
drastic changes such as eliminating limits on foreign
currency purchases as requested by businesses is unlikely.
Nevertheless, as of April 2023, Namibia’s foreign exchange
reserves stood at NAD 500 billion, estimated to be equal to 5
months of imports. This potentially provides assurance to
traders of sufficient insulation from foreign currency related

I SSSS————  Standard Bank
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risks associated with the depreciation of the Namibian Dollar
against the US Dollar observed over the past two years.'3

Another key area businesses in Namibia require
Government support to boost cross-border trade is by
lowering taxation and customs duty. Businesses find that
taxes imposed, as well as customs duty on imports are high,
thus impeding their ability to engage in cross-border trade.
No reforms have been proposed to lower the cost of

13 AfDB. 2023. Available here
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conducting cross-border trade (e.g., by lowering customs
duty). However, in support of fostering economic recovery,
the Government of Namibia has resolved to reduce the non-
mining corporate tax rate to 31% with effect from 1 April
2024.14 By providing relief to business, the Government of
Namibia will improve the ease of doing business. In addition,
businesses in Namibia stated that they require the
Government to enforce appropriate non-tariff barriers to
protect local business as well as simplify business policies.

14 Ernst and Young, 2023. Available here
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6. INFRASTRUCTURE CONSTRAINTS AND

ENABLERS

Although the perceived quality of infrastructure in Namibia has slightly declined, it is still among
the most well perceived in the Standard Bank Africa Trade Barometer

Namibia’s quality of trade-related infrastructure index
score

M sep22 1 May'23

The quality of trade-related infrastructure index can vary between 0
and 100, where 0 indicates poor quality, 50 indicates fair quality and
100 indicates excellent quality. In the May 2023 SB ATB survey
results, Namibia’s quality of trade-related infrastructure index score

deteriorated from 63 to 57.
*k*k

The perceived quality of infrastructure by surveyed
Namibian businesses has slightly declined on average
relative to the survey conducted in September 2022 (see
Figure 8). This was mainly driven by slight declines in the
perceived quality of the country’s customs,
telecommunications, power supply and water supply
infrastructure.

Figure 8: The perceived quality of various infrastructural
aspects by businesses (5-point scale)

Question: How would you rate the quality of each of the
following aspects in your market?

34 4 33

3,3 33 4

29 30 29 30 4 3.1

9 o5 29
' F

Airports Roads Customs Telecoms Power supply  Water supply
regulations

W Sep'zz W May23 %% Nodala

Q

AN

Source: Standard Bank Africa Trade Barometer Issue 3.

Note: Rating is on a 5-point scale, where 5 = excellent quality and 1
= poor quality. Arrows denote whether the value of the variable is
significantly higher/lower than in the previous survey.

Despite this slight decline, the infrastructure in Namibia
is amongst the most well perceived by surveyed
businesses in the Standard Bank Africa Trade
Barometer. In addition, on average, none of the
infrastructural aspects were identified by respondents as
severe obstacles constraining their operations. This signals
that infrastructure in Namibia does not significantly inhibit the
ability of businesses to operate and engage in trade.

The infrastructural aspect that constrains the ability of
businesses to operate to the largest degree is the
country’s customs regulations. 43% of surveyed
businesses reported that the country’s customs and trade
regulations are at least a moderate obstacle to their current
operations. Insights from the interviews with thought leaders
suggest that this sentiment may be driven by the complexity
of regulations, including onerous documentation
requirements. This results in delays in delivering goods.

of surveyed businesses feel that
4 30/ customs and trade regulations
0 represent at least a moderate obstacle

to their operations.

“The current customs and border
regulations create complexities and delays
in the movement of goods across borders.
The various documentation requirements,
import and export duties, and inspections
usually pose significant hurdles for traders
and can cause delays on perishable
goods. This may result in some traders
giving up on exporting.”

Representative from the Ministry of Finance

Standard Bank
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The decrease in the perceived quality of the electricity
supply may be driven by the risk of spillover of the
power crisis in neighbouring South Africa, or recent low
levels of rain inhibiting the generation of hydro-
electricity. In March 2023, Namibian power utility
NamPower encouraged Namibians to use power prudently
and warned that they were on the brink of experiencing
power supply shortages due to their reliance on electricity
imports from South Africa to meet local demand.'®> However,
thus far Namibia has managed to keep the electricity supply
stable by diversifying its sources of imported power over the
short term by signing power-purchase agreements with
utilities in Botswana, Zambia, Zimbabwe, the Democratic
Republic of Congo (DRC), and Mozambique. The
Government is also seeking to grow the power production

15 Dentlinger, 2023. Available here
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capacity by 2025 with a view to eventually making the
country self-sufficient and mitigating the energy risk facing
businesses.!®

The Namibian Government envisions a larger role for rail
infrastructure in facilitating cross-border trade. The
degree to which the state of the rail infrastructure represents
an obstacle to surveyed businesses is low, likely because of
limited use. In a bid to increase the volume of goods
transported using the country’s rail network and facilitate
cross-border trade, the Namibian Government is planning to
construct new railway lines and rehabilitate aged parts of the
network.

16 Namibian Government. Available here

I SSSS————  Standard Bank


http://www.afrol.com/articles/18366
https://hppii.gov.na/infrastructure-development/

B standard Bank Africa Trade Barometer | Namibia

/. TRADE OPENNESS

18

South Africa is the most important cross-border trade partner for smaller businesses in Namibia

Namibia’s trade openness index score

1 May’23

Ml Sep22

The trade openness index score can vary between 0 and 100, where
0 indicates a high burden of obstacles inhibiting trade, 50 indicates a
moderate burden of obstacles inhibiting trade and 100 indicating a
low burden of obstacles inhibiting trade. In the May 2023 SB ATB
survey results, Namibia’s trade openness index score improved from
58 to 61.

*k%k

42% of surveyed businesses in Namibiaimport their
inputs, a relatively large proportion compared to most of the
comparator countries in the Standard Bank Africa Trade
Barometer.!” For those businesses that do import, the
majority operate in the services sector and purchase their
inputs directly from primary sources (international
manufacturers / farmers). The relatively high level of import
activity amongst Namibian businesses in the Standard Bank
Africa Trade Barometer firm-level data reflects data at the
aggregate country level, where imports into Namibia
represent a significant share of GDP (see Figure 9).

Figure 9: Imports and exports (% of GDP, 2017 - 2021)
] 50,1%

147 ,6% 45.8% 46,5% . Imports
4 y 0

35,9% 36,4%

0 0,
1336% 337% 31.9%
1 Exports

2017 2018 2019 2020 2021

Source: World Bank

17 The share of importers is larger in only two out of the nine other
countries in the Standard Bank Africa Trade Barometer (Nigeria and
Uganda).

18 ITA. Available here

South Africais the most popular foreign market for
inputs for Namibian importers. 65% of surveyed importers
source inputs from South Africa, making South Africa the
most common source of imports for surveyed importers in
Namibia by a large margin. The next most popular import
market is China, from where only 9% of surveyed importers
import their inputs. Namibia's heavy reliance on imports is
largely driven by demand-supply imbalances in both
manufacturing and energy sectors, prompting significant
imports—including electricity from South Africa.'8
Businesses’ import relationships with South Africa are also
relatively deep, with the majority of the average importers’
import basket (58%) being accounted for by South African
goods. The importance of South Africa as an import partner
corresponds with data at the aggregate country level, where
South Africa is Namibia’s largest import partner (accounting
for 36% of imports).*®

The strong trading ties between South Africa and
Namibia can be attributed to their involvement in the
Common Monetary Area (CMA) and Southern African
Development Community (SADC). Membership in the two
bodies significantly lowers tariff and non-tariff barriers as well
as transaction costs for South African businesses when
conducting cross-border trade.?®° However, the introduction of
new fees and longer processing times for payments to and
from Namibia within the CMA in June 2023 may increase
frictions.?!

Import activity from other countries in Africa is however
relatively low. Only 7% of surveyed importers source inputs
from Central Africa; while none of the firms in our sample
source inputs from East, West or North Africa. Additionally,
when South Africa is not considered, only 19% of the
average importer’s gross import basket originate from African
countries.

The majority of Namibian importers expect the volume of
their imports to increase in the near future (see Figure
10). 51% of surveyed importers feel that it is likely (very likely
or extremely likely) that the scale of their imports will increase
over the next two years, representing a significant (15
percentage point) increase relative to the sentiments

19 WITS, 2020. Available here
20 Edwards, Nchake & Rankin, 2018. Available_here

21 Amukeshe & Dlamini, 2023. Available here

I SSSS————  Standard Bank


https://www.trade.gov/country-commercial-guides/namibia-market-opportunities
https://wits.worldbank.org/CountrySnapshot/en/NAM
https://pdf.sciencedirectassets.com/272089/1-s2.0-S1059056017X00075/1-s2.0-S1059056017306111/main.pdf?X-Amz-Security-Token=IQoJb3JpZ2luX2VjEHcaCXVzLWVhc3QtMSJHMEUCIGPU4zwIUYVpBYl5NZ%2Bph1r2t%2BMbuc3KZIseJfgjvDQWAiEA8mueBnNOZO%2BLqN8rb4MTxY9%2FsDTb8BhDkm4zSJbjZP8qswUIEBAFGgwwNTkwMDM1NDY4NjUiDDfUAqe6tMGjL%2FtLEiqQBcgPkPXqbBkzeidRY0DDxlqkcrdOcLch%2Fr91z8QoMWic3gESsSSsw8%2BsSoFqRxv7cUOQ%2FtCOVUjxCViUAi7G9M5Aj6CJ18bFg%2B9Fb0oTWC9cwKGVkKbiBqfcwiUTUe6ch0l6%2FbyQNMaWZ3MljbRsvFKb3hzf7H15jl8Dw%2FeUvlLZrW6RM6YFxXZxTtdAD9BuoP8CYolj2H3ELbQC44RMgZQxihcAKbpajpz6S4QuBgSXZDgXLjdp4QpkU%2B%2F9X%2FzwYCJ9jPv%2FkdDNz9Lw5WizxwD8oXTb80iJjsWFu%2BoxXYTf4Sz40QaAiFp6%2BBu2Hj8IRSHevHXtA5HuNa4AtH92b9FjYnPhn1ldL%2FfhJkk8V2X%2B1iHR9FNs5jMFRXXA3SqmuWdkIRfU8XrWXzWMRDwCXJSdLqsdyOJZqHfh7eHUpztsa7V2IUDF26zcMCuVne0YyJS2o7EzlVY%2F3VJLQXZUWWBNOjgEd0RP80eZYo8PNxe0F8OwDiou0%2BB%2Bjv%2BbFln30QgCGn8NERitDsgmX1Nkup0gqxvqAB7wbdfrlPmZ6iH7g43jsfmW3Z7xYOPz0bYPBc6GBM%2BrWu3IaDqKxXYh3mB2mLqu6WDrZ2%2B0faZCPc1mBZ775VfT1DT8IfZr7Q0Ap9pRLiMXSAsZ6eC%2BTu6m8J33%2BFrlN0VwaiIKKGO%2FshpkwwIlvKjUl6jhP5lNTJm6seFSneE%2FaoYDBVXehlDdE5uGiMuko5nxlM%2BJFz%2B1DGvKxrCPG6en8qeDa%2FOTaMtazu4fulMX3glaZokXugFuUL6YgDVyXJDHlXNZa7uivVl1WU7YKDR9o21Yw5GafU5wtuVXkSD%2BYUyCjowhNdIN4bBl%2Fz%2B1Ko7bDtpJ4LxYogKrMI%2B9%2BKUGOrEBCC%2F6CHZFtHlwSgtsGjtcGAOgfgkjO%2FUF2%2Fp1CZ2zUbkPw0iFwkk7T%2By3RlnCwP%2BGQtl%2Fjx6waUIaNL17rkw1cAmE860kRhn7yqAcOP9M4F19oyM8Y7eHAfgNglF2oEru0Zi9o8mWn1JXXVfFqIp4cYuBZXDfVo1Pnj7PXnoi0%2FF9S7esEqdfWo%2Bmuy6799eJqzbEB%2BbIOFIdbiDmzENmgL4HWn3XgRA%2FpsT%2BsraDUP3k&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20230724T074558Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAQ3PHCVTY7XRKLKML%2F20230724%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=fd00fb9419b8fb864685e06aaa41e75933c1feeb3dc88855eff8a7a97834b4c0&hash=6f342cc7d950b294abe0f15e897f33747fecbccc58141fb8b4268c002c0d1d5e&host=68042c943591013ac2b2430a89b270f6af2c76d8dfd086a07176afe7c76c2c61&pii=S1059056017306111&tid=spdf-4387c199-1a8f-419b-b4cc-4251d94f0b1b&sid=9be9312795b94847ea1a0143666ba5f8f026gxrqb&type=client&tsoh=d3d3LnNjaWVuY2VkaXJlY3Q
https://www.namibian.com.na/new-payment-rules-for-common-monetary-area/
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recorded in September 2022. The majority of businesses
(60%) who hold this sentiment primarily expect imports from
South Africa to increase, further pointing toward
strengthened trade ties between the two Southern African
Development Community (SADC) countries.

Figure 10: Importers perceptions on their likelihood to
increase import volumes over the next 2 years (%)

Question: How likely are you to increase the volume of
imports in the next 2 years?

Extremely or L

very likely 51% 1‘

Neither likely
nor unlikely

Extremely or
very unlikely

1

M sep22 [ May23

Source: Standard Bank Africa Trade Barometer Issue 3
Note: Arrows denote whether the value of the variable is significantly
higher / lower than in the previous survey

In terms of businesses’ selling activity, 24% of surveyed
businesses in Namibia export their goods to other
markets. For those businesses who export, the majority
operate in the services sector and sell their goods directly to
end consumers.

South Africarepresents a large market for Namibian
exporters. Most of the surveyed exporters in Namibia (67%)
sell their goods to other countries in Southern Africa,
particularly South Africa (51% of exporters). Furthermore,
exports to South Africa account for the largest share (45%) of
the average exporters export basket. The importance of
South Africa as an export partner is mirrored by data at the
aggregate country level, where South Africa has been
Namibia’s largest export partner since 2021.

In comparison, export activity toward other markets in
Africais relatively low. Whilst a notable proportion of
surveyed exporters sell their goods to other markets in

19

Southern Africa such as Angola (12% of exporters) and
Zimbabwe (10% of exporters), export activity toward other
regions in Africa is low. Specifically, only 4% and 2% of
surveyed exporters reported selling their goods to markets in
North and West Africa respectively.

Exporters expect the volume of their exports to increase
over the next two years (see Figure 11). 63% of surveyed
exporters reported that it is likely (very likely or extremely
likely) that the volume of their exports will increase over the
next two years. The majority of businesses who hold this
sentiment (52%) believe that export volumes toward South
Africa will increase, signalling a potential further deepening of
Namibia’s bilateral trade relationship with South Africa.

of surveyed exporters reported that it is

63% very or extremely likely that the volume
of their imports will increase over the
next two years.

Figure 11: Exporters perceptions on their likelihood to
increase export volumes over the next 2 years (%)

Question: How likely are you to increase the volume of
exports in the next 2 years?

Extremely or 42% |
very likely 63%

Neither likely 35%

nor unlikely 27%

Extremely or
very unlikely 10°

M sep22 M May'23
Source: Standard Bank Africa Trade Barometer Issue 3.
Note: Arrows denote whether the value of the variable is significantly
higher / lower than in the previous survey
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8. TRADERS’ FINANCIAL BEHAVIOUR &
ACCESS TO FINANCE

Digital payment methods are increasingly being used by Namibian businesses, and access to

credit is perceived as becoming more difficult

Namibia’s access to finance index score

2 May'23

M Sep'22

Access to finance can vary between 0 and 100, where 0 indicates an
extreme difficulty in accessing finance, 50 neutrality and 100

indicates no difficulty in accessing finance. In the May 2023 SB ATB
survey results, Namibia’s access to finance index score declined
from 47 to 42. This means that surveyed businesses in Namibia
found it more difficult to access finance compared to September
2022.

*kk

EFTs and cards remain the primary method for
facilitating cross-border transactions in Namibia,
regardless of business size. 65% and 60% of surveyed
businesses use these payment methods for cross-border
sales and purchases, respectively. This result is indicative of
a mature banking sector, which is unsurprising considering
that the Namibian banking sector is one of the most
sophisticated and highly developed banking sectors on the
continent.??

While cash is the most utilised payment method for
domestic transactions, the use of cards and EFTs is also
prevalent (see Figure 12). 27% of businesses use EFTs for
domestic purchases, primarily driven by corporations (43%).
EFTs are the second most utilised payment method for small
businesses, which shows increased adoption for this
payment method. This aligns with the country’s focus on
formalising MSMEs and leveraging digitalisation for improved
business management, credit decisions, and access to
finance.z

22 |MF. Available here
23 UNDP. Available here

Figure 12: Preferred payment method for domestic
purchases

Question: Thinking of your purchases, how do you pay for
your goods or services when trading with suppliers in your
country?

Small business

Big business Corporate

Il Cash Il EFT Il Card

Source: Standard Bank Africa Trade Barometer Issue 3

Namibian businesses—particularly small businesses—
perceive access to credit as becoming more difficult (see
Figure 13). 40% of all surveyed businesses perceive
accessing credit as being difficult, compared to 19% in
January 2022. Notably, small businesses experienced a
substantial 25 percentage point rise in perceived difficulty
between January 2022 and May 2023. This outcome aligns
with the current economic climate post-pandemic, which has
been marked by rising interest rates. The Monetary Policy
Committee (MPC) of the Bank of Namibia has progressively
increased the repo rate from 3.75% in January 2022 to
7.25% by June 2023, resulting in increased cost of borrowing
for businesses.?* However, the Bank of Namibia’s Economic
Recovery Scheme has provided much needed support in
light of the Covid-19 pandemic. As per the guidelines, SMEs
are able to access credit from N$ 50 000 to N$ 10 million.
Under the Economic Recovery Scheme, credit is disbursed
at a rate equivalent to the current prime lending rate, with a
reduction of 50 basis points and less stringent conditions.?®

24 Trading Economics. Available here
25 Bank of Namibia. Available: here
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“Small enterprises struggle to meet the
requirements for loan eligibility. However, |
don’t believe there are significant barriers in
accessing finance from financial institutions
in our country for large companies, since
they meet the criteria.”

Representative from the Ministry of Finance
Figure 13: The level of difficulty in accessing credit

Question: Please indicate how difficult or easy it is to get
credit from financial institutions.

Very or 49% l
extremely easy 28%
Neither easy 30%
nor difficult ' 28%
Very or 19%
extremely difficult . 40% t
Don’t know %

M sep22 ' May'23

Source: Standard Bank Africa Trade Barometer Issue 3
Note: Bars will not add up to 100% as ‘Refused’ has been excluded
from the graph

26 UNDP. Available here
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In terms of support from financial institutions (FIs) in
facilitating cross-border trade, businesses highlighted
the need for assistance in insuring and funding their
goods. Namibia’s vulnerability to the effects of climate
change—marked by erratic rainfall and frequent dry spells—
poses significant risks, making insurance vital for mitigating
these risks in the forthcoming years.?¢ Additionally,
businesses recognise the need for flexible loan terms and
faster access to funds as they expect to increase their trade
operations over the next two years.

I SSSS————  Standard Bank
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9. FOREIGN TRADE & TRADING IN AFRICA

Initiatives to create awareness of the AfCFTA appear to be bearing fruit—although businesses still

find trading with the rest of Africa difficult

Namibia’s ease of trade index score

Ml sep22 [ May'23

Ease of trade can vary between 0 and 100, where 0 indicates an
extreme difficulty when trading with other countries, 50 neutrality and
100 indicates no difficulty when trading with other countries. In the
May 2023 SB ATB survey results, Namibia’s ease of trade index
score increased from 42 in September 2022 to 44 in May 2023. This
means surveyed businesses in South Africa found it easier to trade
with other countries compared to September 2022.

*kk

Namibian businesses prioritise a partner country’s trade
policies (21%), transport availability (13%), and the
prevailing market prices (11%) when considering which
partners to conduct cross-border trade with. Surveyed
Namibian businesses favour African markets, with 77% of
gross imports and 74% of gross exports going to fellow
African countries. However, this is mainly driven by trade
relations with South Africa, representing 58% of the gross
imports and 45% of gross exports.

The survey findings suggest that barriers, such as high
importation / exportation tax rates and complex business
policies in African countries, have negatively impacted
the perception of Namibian businesses with regard to
the ease of trading with other African countries (see
Figure 14). The percentage of firms reporting trade with the
rest of Africa to be difficult (either very difficult or extremely
difficult) increased from 14% in January 2022 to 19% in May
2023. Similarly, those that perceived trading with Africa to be
easy decreased from 31% to 14%. This result is intriguing,
particularly in light of Namibia's membership in the CMA and
SADC. More granular analysis reveals that this is driven by
the percentage of businesses reporting obstacles such as
anti-dumping laws (57%), industry bailouts (57%), and import
quotas (58%).

Figure 14: Businesses perceptions of the ease of trading
with other African countries

Question: In your view would you say trading with the rest of
Africais ...?

Very or |
extremely easy

Neither easy |
nor difficult

Very or extremely
difficult

Don’t know

W Jan'22 W May'23

Source: Standard Bank Africa Trade Barometer Issue 3
Note: Arrows denote whether the value of the variable is significantly
higher / lower than in the previous survey

Namibia is one of 54 signatories to the African
Continental Free Trade Agreement (AfCFTA). AfCFTAis
an initiative which looks to, amongst other things, improve
the level of intra-African trade by creating a single market for
goods and services and lower some of these aforementioned
trade barriers. To this end, members of the AfCFTA are
committed to eliminating tariffs on most goods and services
that are traded between African countries over a given period
following the AfCFTA entering its operational phase in July
2019.

“The African Continental Free Trade Area:
Economic and Distributional Effects, is
designed to guide policymakers in
implementing policies that can maximise
the agreement’s potential gains while
minimising risks. Creating a continent-wide
market will require a determined effort to
reduce all trade costs. Governments will
also need to design policies to increase the
readiness of their workforce to take
advantage of new opportunities.”

Representative from Namibia Revenue Agency
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of surveyed businesses are aware of

50% AfCFTA, significantly increasing from
21% in September 2022.

Awareness of the AfCFTA amongst Namibian
businesses has significantly increased (see Figure 15).
The percentage of respondents that are aware of the
AfCFTA increased to 50% in May 2023 from 21% in
September 2022—a statistically significant change. Namibia
has been proactive in creating awareness of the AfCFTA by
launching the National Strategy and Implementation Plan for
AfCFTA in November 2022, which outlines the country’s
commitment to raising awareness and building capacity
among businesses. In addition, the Government commenced
its AfCFTA awareness creation campaign in September
2022, which aimed to disseminate information on the
agreement by sensitising the business community on the
opportunities and benefits presented by the AfCFTA.?"
However, there are bottlenecks hindering SME trade under
AfCFTA. SMEs have voiced their concerns on trade
openness (checkpoint barriers, customs fees, and rent-
seeking practices), access to finance and trade information
relating to AfCFTA.28 In order to realise the benefits of trade
under the AfCFTA, more effort is needed on implementing
Namibia’s National Strategy and Implementation Plan for
AfCFTA.
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Figure 15: Businesses awareness and expected benefits
of the African Continental Free Trade Area

Awareness Top 3 benefits of AfCFTA
(% of businesses) (% of businesses)

Question: Are you aware of the African
Continental Free Trade Area?

4+ 50%

Question: What are the top 3 benefits of the
AFCFTA on your business?

Allow for a larger
market for my 30%
goods/services

27% Promote industrial

development across 30%
21% countries

Ease of movement
of goodsiservices 25%
across borders

Jan'22 Sep'22 May'23

Source: Standard Bank Africa Trade Barometer Issue 3
Note: Arrows denote whether the value of the variable is significantly
higher / lower than in the previous survey.

Most Namibian businesses believe that the
implementation of the AfCFTA will reap benefits for their
businesses (see Figure 15). The most commonly identified
benefits are increased access to larger markets for goods
and services, the promotion of industrial development across
African countries and an ease in the movement of goods and
services across borders.

“I| feel that AfCFTA holds great potential for
African countries to expand their markets,
diversify their economies, and foster
industrial development. It provides an
opportunity for businesses to access a
larger consumer base and participate in
regional value chains.”

Representative from the Ministry of Finance

27 Eronga. Available here

28 The Brief. Available here

I SSSS————  Standard Bank
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10. MAIN OBSTACLES TO TRADE

Namibian businesses continue to face obstacles to trade

Relative to many of the comparator countries in the
Standard Bank Africa Trade Barometer, the degree to
which transport and logistics infrastructure limit
business’s operations is low. Specifically, the state of the
country’s road, airport and port infrastructure were reported
by respondents to be amongst the factors that inhibit their
ability to engage in trade to the least degree. This is in
contrast to many other African countries, where transport
and logistics infrastructure often poses a significant obstacle
to engaging in trade.

The most significant obstacles constraining the ability
of surveyed businesses in Namibia to trade with
countries outside of Africa are related to prohibitive
customs requirements. 36% of respondents identified
customs requirements as a major or severe obstacle that

inhibits their ability to trade with countries outside of Africa.
The reported extent to which customs requirements
represent a burden to businesses, however, is lower for
businesses when engaging with African countries. This may
be driven by the existence of Regional Trade Agreements
such as SADC and COMESA.

of surveyed businesses reported that
3 6% customs requirements are a major or

severe obstacle inhibiting their ability to

trade with countries outside of Africa.
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11. CONCLUSION

In conclusion, and looking forward, an aspect that will be interesting to track in future issues of the Standard Bank Africa Trade
Barometer (SB ATB) in Namibia is the implementation of the African Continental Free Trade Area (AfCFTA) Agreement, and its
effects on businesses in Namibia going forward. Namibia has been proactive in creating awareness of the AfCFTA by launching
the National Strategy and Implementation Plan for AfCFTA in November 2022, which outlines the country’s commitment to raising
awareness and building capacity among businesses. In addition, certain markets in Southern Africa—patrticularly South Africa—
are crucial trade partners for both surveyed importers and surveyed exporters in Namibia. The level of trade activity with other
regions in Africa amongst surveyed importers and exporters in Namibia, however, is relatively low.

As such, future iterations of the survey will provide insights into the impact of AfCFTA on trade dynamics with other African
countries. With greater access to a unified African market, Namibia is poised to deepen and broaden trade relations with non-
traditional African trade partners. Of particular interest will be whether the frequency and strength of trade relationships with
countries in other regions of Africa increases, as well as whether the burden of tariffs and customs regulations on surveyed
traders declines.

Walvis Bay Harbour, Namibia
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12.APPENDIX

Appendix 1: Standard Bank Africa Trade Barometer (SB ATB) Country Ranking for Issue 3, 2023

The Standard Bank Africa Trade Barometer (SB ATB) scores are an aggregate of the Standard Bank 3-Year Quantitative Trade
Barometer (SB QTB) scores and the Standard Bank Survey Trade Barometer (SB STB) scores. Countries are ranked against
each other, i.e., relative scores to each other. This is pegged on a scale of 0 - 100. When indexed between this range, South
Africa has the highest Tradability Index while Angola has the lowest. This does not imply that one cannot trade in Angola or that
South Africa is perfect, it only implies that at a common starting point of 0 and maximum point of 100, this is how the two markets
fared.

SB ATB scores remained the same for Angola, South Africa and Zambia, while the majority of ranks for other countries have
increased from September 2022 (see Table 2).

Countries that have retained their ranking from September 2022:
e South Africa (1st position)
e Zambia (9th position)
e Angola (10th position)

Countries that have improved in their ranking from September 2022:
e Namibia (3rd to 2nd position)
e Mozambique (6th to 3rd position)
e Nigeria (8th to 4th position)
e Kenya (7th to 6th position)

Countries that have declined in their ranking from September 2022:
e Ghana (2nd to 5th position)
e Tanzania (5th to 7th position)
e Uganda (4th to 8th position)

Table 2: Standard Bank Africa Trade Barometer (SB ATB) scores by country

Africa Trade Barometer (ATB) ATB Ranking
Score September 2022 May 2023
Angola 8 10 10
DR
Ghana 74,3 2 5 ‘
I 19,5
B |
Kenya 558 7 6
I 19,3 '
. I 57,5 t
Mozambique — 6 3
. T 50,2 t
Namibia E— 43,1 8 2
. B t
Nigeria 25.9 8 4
. D
South Africa 100 1 1
I 100
. B |
Tanzania 58.9 5 7 ‘
Il 15,3
I 55,9 '
! 4
Uganda - 148 8
, I 43,2
Zambia — 9 9

M sep22 [ May'23

Note: The scores denote the performance of each country relative to the full country list on the specified measures

I SSSS————  Standard Bank
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Appendix 2: Standard Bank 3-Year Quantitative Trade Barometer (SB QTB) Country Ranking for
Issue 3, 2023

The Standard Bank 3-Year Quantitative Trade Barometer (SB QTB) scores and ranking by country are the averages of all the
selected indicators collected only from existing secondary data sources / reported facts.

SB QTB scores remained the same for Angola, Mozambique and South Africa, while the majority of ranks for other countries have
dropped from September 2022 (see Table 3).

Countries that have retained their ranking from September 2022:
e South Africa (1st position)
e Mozambique (3rd position)
e Angola (10th position)

Countries that have improved in their ranking from September 2022:
e Namibia (4th to 2nd position)
e Nigeria (7th to 4th position)
e  Zambia (9th to 7th position)

Countries that have declined in their ranking from September 2022:
e Ghana (2nd to 5th position)
e Kenya (5th to 6th position)
e Tanzania (6th to 8th position)
e Uganda (8th to 9th position)

Table 3: Standard Bank 3-Year Quantitative Trade Barometer (SB QTB) scores by country

Africa Quantitative Barometer QTB Ranking
(QTB) Score September 2022 May 2023
Angola 8 10 10
Ghana T 86,2 9 5 ‘
Kenya T 63,9 5 6 ‘
Mozambique T 67.4 3 3
Namibia —_46‘2 64,7 4 ) t
Nigeria 756,1 ; 4 t
South Africa I — 1 gg 1 1
Tanzania T 59.2 6 8 ‘
Uganda T 51,8 8 9 ‘
Zambia T 518 9 7 f

M Sep'22 "W May'23

Note: The scores denote the performance of each country relative to the full country list on the specified measures
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Appendix 3: Standard Bank Survey Trade Barometer (SB STB) Country Ranking for Issue 3, 2023

The Standard Bank Firm Survey Trade Barometer (SB STB) scores and ranking by country are the averages of all the data
collected only from the primary research surveys conducted with 2,636 businesses.

Except for South Africa and Namibia, SB STB ranks have changed in this wave for all countries (see Table 4).

Countries that have retained their ranking from September 2022:
e South Africa (2nd position)
e Namibia (4th position)

Countries that have improved in their ranking from September 2022:
e Angola (6th to 1st position)
e Nigeria (8th to 5th position)
e Mozambique (9th to 6th position)
e Ghana (10th to 7th position)

Countries that have declined in their ranking from September 2022:
e Tanzania (1st to 3rd position)
e Kenya (7th to 8th position)
e Uganda (3rd to 9th position)
e  Zambia (5th to 10th position)

Table 4: Standard Bank Survey Trade Barometer (SB STB) scores by country
Country Africa Survey Barometer (STB) STB Ranking

Score September 2022 May 2023

Angol
ngoa I 100

Ghana 10 7

Kenya

1
L)
4
Mozambique - 216 9 6 '
1
$
¥

Namibla E— 50,7 4 4
L I 8,4
Nigeria 225 8 5
. - c4,0
’ 2 2
South Africa 66,8
. T
Tanzania 100 1 3
I 65,2
B |
Uganda 57,0 3 9
12,2
. B |
Zambia 0 26,6 5 10 ‘

Ml Sep22 1 May'23

Note: The scores denote the performance of each country relative to the full country list on the specified measures
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Appendix 4: The relative impact of selected macroeconomic indicators on the tradability
attractiveness of Standard Bank Africa Trade Barometer Countries for Issue 3, 2023

In the table below, the ranking (between position 1 and position 10) as well as the respective colour coding highlight the impact of
a specific macroeconomic indicator (e.g., FDI net inflows) on the tradability attractiveness of the respective country. To arrive at
this ranking, the three-year average (2020, 2021 and 2022) of each indicator in a country is first normalised?® which allows for the
relative impact (relative to the other nine countries) of each indicator on overall tradability attractiveness for that country to be
arrived at.

Table 5: Country ranking on the impact of macroeconomic indicators on tradability attractiveness

Merchandise GDP GDP growth
trade (% of (Current (%, average
GDP) USD) annual)

Imports (%  Exports (%

. L= L FDI Net
Inflation

of GDP)  of GDP) '”tergft) L
(]

Angola

Ghana

Kenya

Mozambique

Namibia

Nigeria

South Africa

Tanzania

Uganda

Zambia

29 Normalisation here means calculating the deviation of a particular macroeconomic indicator in a specific country from the mean of that indicator
in all 10 SB ATB countries

I SSSS————  Standard Bank
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13. ABOUT THE RESEARCH

The Standard Bank Africa Trade Barometer is based on both primary and secondary research sources. This is Issue 3 of the SB
ATB. Issue 1 was released in June 2022 and Issue 2 was released in November 2022. The data collection (both primary and
secondary research) for Issue 3 happened between March and May 2023 in all 10 countries of interest.

The primary research component involves the administration and analysis of a firm survey (i.e., a survey of sample businesses in
the countries of interest) and holding of in-depth interviews (IDIs) with key stakeholders. The sample is stratified by size (small,
big and corporate), region and industry. For Issue 3, 2 636 businesses were surveyed and 30 IDIs were conducted across the 10
countries.

In Namibia, 204 businesses were surveyed. 64% of these businesses were in Windhoek, 12% in Walvis Bay, 10% in
Swakopmund, 9% in Oshakati and 4% in Rundu. The breakdown of surveyed businesses in Namibia by business segment was
as follows:

e  63% were small businesses

e 22% were big businesses

e 15% were corporates
In the context of the SB ATB, small businesses are defined as those with a turnover of less than NAD 10 million, large businesses
as those with a turnover of between NAD 10 million and NAD 250 million and corporates as those with a turnover of more than
NAD 250 million.

The breakdown of surveyed businesses in Namibia by industry was as in Table 6:

Table 6: Breakdown of surveyed businesses in Namibia by industry

Accommodation and food service activities 19%  Education 2%

Public administration and defence; compulsory

Manufacturing 18% social security 1%
Vweu?é?;agenznr%te;?&g%ie; FEEET @i melter 17% Human health and social work activities 1%
Construction 11%  Electricity, gas, steam and air conditioning supply 0.5%
Information and communication 5%  Real estate activities 0.5%
Financial and insurance activities 5%  Professional, scientific and technical activities 0.5%
Services 4%  Arts, entertainment and recreation 0.5%

Activities of households as employers;
Administrative and support service activities 4% undifferentiated goods- and services-producing 0%
activities of households for own use

Agriculture, forestry and fishing 3%  Activities of extraterritorial organisations 0%

Water supply; sewerage, waste management and

i 0,
Transportation and storage 3%  omediation activities 0%

Mining and quarrying (includes oil & gas) 2%
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The breakdown of surveyed businesses by staff complement e 7% had below 5 employees
was as follows: e 19% had 5 - 10 employees
e 19% had 11 - 20 employees
e 23% had 21 - 50 employees
e 18% had 51 - 100 employees
e 10% had 101 - 1,000 employees
e 4% had 1,001 - 5,000 employees

With regards to individual respondent characteristics within the businesses, 55% were male and 45% were female. The
breakdown by their job titles is as follows:

e  23% were general managers

e 21% were owners

e 12% were heads of departments

e 8% were financial directors

e 6% were managing directors

e 5% were directors general

e 5% were chief executive officers (CEOS)
e 3% were deputies directors general
e 2% were chief accountants

e 2% were treasurers

e 2% were chief financial officers

e 2% were executive directors

e 2% were chairpersons

e 1% were deputy chief executives

e 3% held other job titles

Further details by region, business segment, industry, staff complement, age of firm, the firms’ corporate and strategic decision-
making structures as well as individual respondent characteristics (gender, job title, etc.) are available on request.

There were three IDIs conducted in Namibia as part of Issue 3. One interview was with a representative from the Namibia
Revenue Agency, another with a representative from the Ministry of Finance, and finally with a representative from the Ministry of
Trade. These interviews are quoted in this report, as relevant.

The survey and IDIs were conducted on a confidential basis.
The secondary research component involves the gathering and analysis of quantitative data. This data is primarily

collected from World Bank sources, although additional data is obtained from the International Monetary Fund (IMF), the
International Trade Center and individual country central banks and statistics bureaus.

In-depth details on how the Standard Bank Africa Trade Barometer scores for each country are calculated, and the resultant
country rankings, are available on request.

*%k%

The research was produced by Standard Bank Business and Commercial Banking Research and Insights. For any questions or
information requirements on this report please contact tradebarometer@standardsbg.com.
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14. ENDNOTES

The secondary sources used in drafting this report are listed below in alphabetical order.
1. Bank of Namibia Economic Outlook Update 2018, 2020 and 2022. Available here
2. Bank of Namibia Monetary Policy Statement 2022. Available here
3. Data Commons. Available here
4. IMF World Economic Outlook 2023. Available here
5. Namibia Ministry of Finance. Available here

6. Namibia Statistical Agency-Annual National Accounts 2022:
a. Available here
b. Available here

7. The Economist. Available here

8. World Bank. Available here


https://www.bon.com.na/Publications/Economic-Outlook.aspx
https://www.bon.com.na/Bank/Monetary-Policy/Monetary-Policy-Statements.aspx
https://datacommons.org/place/country/NAM
https://www.imf.org/external/datamapper/NGDPD@WEO/NAM
https://mfpe.gov.na/
https://nsa.nsa.org.na/new_publications/annual-national-accounts-2022/
https://nsa.nsa.org.na/new_publications/namibia-trade-statistics-bulletin-march-2023/
https://impact.economist.com/projects/inclusive-internet-index/2022
https://data.worldbank.org/?locations=XT-NA
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DISCLAIMER

This report contains independent research conducted by The Standard Bank of South Africa Limited and its third-party suppliers.

This report is for the general information of the public. The views and opinions (Information) expressed in this report are for
information purposes only and do not necessarily reflect the official policy or position of The Standard Bank of South Africa
Limited and/or any of its affiliates, subsidiaries and holding companies (Standard Bank Group). The Information was produced
by Standard Bank Group as per the date stated and may be subject to change without prior notification. Opinions expressed are
our current opinions as of the date appearing on this report only. This report is based on information that we consider reliable, but
the Standard Bank Group does not warrant or represent (expressly or impliedly) that it is accurate, complete, not misleading, or as
to its fitness for the purpose intended or that it is free from errors or omissions. The Standard Bank Group and its employees,
agents and representatives accept no liability for any loss, damage or claim arising from the use of any Information presented in
this report and it should not be relied upon as such.

The Information provided in this report does not constitute advice and is not to be relied upon as independent professional advice
of any kind. Before acting on any advice or recommendations in this report, recipients should consider whether it is suitable for
their particular circumstances and, if necessary, seek professional advice.

Copyright 2023. All rights reserved. This report or any portion thereof may not be reprinted, sold, redistributed, edited, amended,
reproduced, disseminated, or used for any purpose without the written consent of The Standard Bank of South Africa Limited.





