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KPMG view
Securing social stability between a
pandemic, a war and a slow domestic
recovery in sight
The Honourable Finance Minister delivered the 2022-23 Budget
speech entitled “With the people, For the people”. With the post-covid
recovery hopes rapidly shattered by the Ukraine-Russia war, the new
constraints limiting the government’s manoeuvre are unprecedented.
Of most concern will certainly be the duration and aftermath of the
war. As an open island economy dependent on international trade,
tourism and food imports, there is now an urgency to become resilient
and reduce dependency on imports. With the externally driven
shocks, rising food and fuel prices, coupled with Government
finances at a critically low level and public debt at a high of 96.1% of
GDP, there was not much leeway for the Minister in formulating a
confident forward-looking scoresheet. With inflation projected at
8.6%, the budget measures are expected to steer the country with
forecasted GDP growth of 8.5%, a budget deficit at 4% of GDP and
public sector debt sitting at 72.9% of GDP in 2022/23.
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KPMG view (cont.)
Income and expenditure profiles indicate a social y protective budget funded by a consumption drive
The Budget revolves around three main themes: food security, sustainable economy and social protection. Measures largely relate to grants,
preferential loan schemes, tax holiday and the creation of food security clusters.
Government expenditure is increasing by MUR11 bn to reach a forecast of MUR172.9 bn, driven by Social Protection to the tune of MUR9 bn. On the
revenue side, government income is increasing by MUR13.5 bn mainly driven by higher inflows from taxes on goods and services, in the form of VAT
and other specific duties on general consumption, luxury goods and gaming. Therefore, the budget is based on a moderate level of renewed optimism
and consumption drives flowing from tourism, manufacturing and financial services.

An array of social contributions and immediate cash incentives
The budget speech contains an elaborate list of increases of social aid and welfare benefits, across all social aid programmes. However, the increased
focus on the social protection does not come as a trade-off on the infrastructure spend. Projects announced in previous budgets in the form of road
infrastructure, social housing units, community development, and water supply remain on the cards. This flavour of more-of-the-same will unfortunately
come at a higher cost to execute given the delays and rising cost of construction.

Easing of tax burden
A new and unexpected measure announced was the abolition of municipal taxes. This is a bold measure, against all political odds given the high
density of urban housing in Mauritius. Conversely, it indicates that the divide between urban and rural demography in Mauritius is being eroded.
Individual tax payers falling in the low to middle income groups earning a monthly income of up to MUR75,000 will be subject to progressive tax rates
between 10% to 12.5% as opposed to a flat 15% on taxable income. Furthermore, tax paying families with children attending universities will now be
able to deduct up to MUR500,000 per year of study from their taxable income base. Other measures also announced higher tax credits for holders of
private medical insurance. In summary, tax payers in general did not see any new punitive personal tax changes for this budget year.
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KPMG view (cont.)
Accelerating the green agenda
The government reaffirmed its commitment to the transition to a green economy. Keeping in mind the COP-26 target of 60% of
energy from renewable sources by 2030 and to meet our increasing energy consumption needs, a Green Transformation Package
and a renewable energy transition framework have been announced, aiming at producing electricity from renewable sources with the
setting up of hybrid renewable energy facilities, in partnership with private promoters, with a total capacity of 140 MW. Incentives
around solar energy include investments in solar farms and installation of solar systems on households and non-commercial entities.
These aim at producing an additional 200 MW adding up to 40% of our energy from renewable sources by 2025.
A welcome and impactful announcement was the removal of duties on hybrid and electric cars. For electric vehicles to become a
reality in Mauritius, we also need to address the demand for the charging infrastructure and support for charging station financing and
ownership, which are yet to be defined. While this measure will boost the sales of new cars, this might seem a contradiction to the
national road decongestion objectives. In the longer term, the battery recycling and disposal will also become a challenge.

The business agenda
Businesses and HNWI have been relieved in the absence of new wealth taxing measures, indicating that Government has realised
that in the current context, the burden of social protection cannot be passed directly to the private sector which is still healing its
wounds from the pandemic. These measures presume that the worse may not yet be behind us, with inflation being already a major
concern within a worldwide cost of living crisis. Ongoing geo-political uncertainties, further disruptions to production and trade,
indicate an outlook without respite. To this end, the protective and prudent stance of the government is a just and safe option.
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Does it meet
expectations?
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Economic insights

Supporting the recovery
Measures announced

Current state
Real GDP

Export-oriented manufacturing

-14% in 2020
+4.9% in 2021

Current Account (% of GDP)

-11% in 2021

•

Extension of Freight Rebate Scheme and Trade Promotion and
Marketing Schemes up to June 2023.

•

Two regional feeder vessels will be chartered to support export to the
region.

Tourism

-5% in 2019

Rupee depreciation

21.7% decrease
MUR43.5/USD in Jun 2022
MUR35.7/USD in Jun 2019

As a % of 2019 pre-COVID levels:
Tourist arrivals*

32%

•

Increase MUR40 M allocated to budget of MTPA to consolidate
existing markets, tap into new opportunities and niche markets.

•

Extension of 50% lease rent waiver to June 2023 to support hotels in
their refurbishment.

54%

69%

FDI Real Estate Scheme 2021

42%

Note(*): For the 9-months period: Jul-21 to Mar-22
Note(**): For the 8-months period: Jul-21 to Feb-22

•

New measures have been
introduced in all the key sectors
while certain existing initiatives
have been extended.

•

Limited room for manoeuvers
mitigates macro-economic
targets.

Support to SMEs
•

Definition of SMEs will be broadened such that 142,000 enterprises
can benefit from government support schemes.

Construction
•

Implementation of major projects including National Flood
Management, construction of housing units, hospitals, schools and
expansion of roads.

•

Initiatives to improve competitiveness of local construction
companies including reinstatement of the margin of preference.

Gross Tourism Earnings**
FDI 2021

Our view

Financial Services
•

Government will adapt its legislative framework to converge the
domestic and global business regime.

•

Setting up of the Financial Crime Commission for effective
coordination in the fight against financial crime.
Not meeting expectations
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Economic insights

Facing global shocks
Measures announced

Current state
Inflation rate

8.6%

Our view

Improving purchasing power
•

MUR4.2 bn of subsidies to maintain price and supply of essential
commodities such as “pain maison”, cooking gas, rice, milk, edible oil
and pulses.

•

The social measures are
expected to maintain consumer
purchasing power.

•

•

MUR74.1

Decrease in income tax rate from 15% to 12.5% for income earners
earning more than MUR53,846 and up to MUR75,000 per month.

•

Increase in travelling allowances deductible from income tax from MUR
11,500 to MUR20,000.

Price stability for essential
commodities will contribute to
keeping inflation under control.

+46% since Nov 2021

•

•

Increase in the Basic Retirement Pension (retirement, widow, invalid and
orphan) by MUR1,000.

Reduce dependency on food
imports and build resilience.

•

Financial support and incentive
to the planters, community will
reduce.

4% in 2021

Fuel price per litre

Freight cost per container*

5.8x

increase since 2020

USD7,500 in Feb 2022
USD1,300 in Jan 2020

Wheat price

+30%

since Russia-Ukraine war

Self-sufficiency
•

Grants and preferential loan schemes to boost production of food and
vegetables, tea, honey, livestock and fisheries.

•

8-year tax holiday to promote innovative and sustainable agricultural
practices.

•

DBM will invest in an agro-processing park and a fruit processing cluster.

•

Preferential financing scheme to encourage planters to bring back
abandoned land under cultivation.

Home Ownership

Construction price index

•

Home Ownership and Home Loan scheme introduced in the 2021/2022
budget has been maintained. Social housing investments are planned up
to 2024.

since 2018

•

Comprehensive reform of the Sale by Levy system.

+27.7%
Note(*): From China

Not meeting expectations
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Economic insights

Transition to sustainable growth
Measures announced

Current state
Renewable energy

23.9%

Encouraging the use of renewable energy
•

A Green Transformation Package and a renewable energy transition
framework with the setting up of hybrid renewable energy facilities, in
partnership with private promoters, and several incentives around
solar energy, including financing schemes have been announced.

•

Individuals, companies and industrial users will be allowed to
generate renewable energy up to maximum of 150% of their annual
consumption and CEB will be able to purchase electricity at a feed-in
tariff of MUR4.20 per Kw/h.

in Mauritius

COP26 target: 60% by 2030

Energy Efficiency Target

+10%
by 2030 (COP26 target)

Electric Vehicles

0.11%
of total vehicles in Mauritius
64% in Norway 2021

Environmental Performance
Index

44.8

•

Minor actions have been
announced around energy
efficiency and Carbon Neutral
initiatives for the industrial
sector to meet the 2030
commitments.

•

Partnerships with private
promoters need to be rapidly
secured to meet the 2025
target for renewable energy.

•

Measures trigger the need for
a charging infrastructure and
longer-term battery recycling
facilities. The increase in
demand for electric vehicles is
in contradiction with the
national road decongestion
programme.

Transition to electric vehicles
•

All hybrid and electric vehicles will be duty free as from 1 July 2022,
with a negative excise duty scheme of 10% capped at MUR200,000
for individuals purchasing an electric vehicle.

•

Financing and incentives provided to transport operators, taxis, van
operators and bus companies.

Protective measures against environmental and climate risks
•

Oil spill combat equipment acquisition, actions under the National
Flood Management Programme and rain water harvesting are
planned.

Long-term focus
•

in Mauritius

Our view

Initiatives to finance the Mauritius sustainability roadmap including a
carbon credit trading framework, an ESG framework and an
inaugural sustainable bond have been announced.

76.5 in Singapore in 2022

Not meeting expectations
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Economic insights

Long term human capital strategy
Current state
Human Development Index

0.804

Measures announced
Upskilling
•

The Digital Industries Academy will provide training to 1,000
individuals in data communications, 5G, Cloud Computing, Artificial
Intelligence and Cyber-security as from July 2022.

•

Implementation of skills development programme to enhance
employability of residents of shelters aged between 16 and 18 years.

•

Setting up of a Construction Industry Training Council.

0.938 for Singapore in 2019

Global Innovation Index

35

/100

57.8 for Singapore in 2021

Labour underutilisation

Recruitment of 8,353 people in public sector.

•

Payment of a monthly Prime à l’Emploi of MUR15,000 for the first
year of employment of 10,000 youths between 18 and 35 years and
women up to 50 years.

•

Recruitment of 2,000 employees at Mauri-Facilities Ltd for cleaning
services.

•

Renew one-year graduate training programme on AML for
approximately 100 graduates.

•

MITD examinations fees is being waived for all students.

12%

•

in Mauritius
3.5% in Africa

Grants to support 125 private pre-primary schools in disadvantaged
regions and 53 special education needs schools.

•

Introduction of a SAJ national scholarship scheme.

Minimum wage

•

Setting up of an Artist Incubator Scheme to nurture local talents.

of labour force in 2019

Fertility rate

1.37

in Mauritius
4.35 in Africa

Population aged +65

+65

14%

•

There are some measures
towards the upskilling of the
workforce in the ICT and
construction sectors.
However, we expected
specific measures for the
financial services sector as
well.

•

The measures to promote
employability of youths and
women are expected to
address the relative higher
unemployment rate among
these categories.

•

No quantity targets for human
capital demographic agenda.

Investment in Human Capital
•

27%

Our view

of wage employees
below target minimum wage in
2019
Not meeting expectations
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Budget financials
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Economic insights

Budget financials
Revenues

MUR150 bn
9.9% increase

Standard and quality
of living
Main
sources of
revenue

Housing

MUR129.5 bn
Increase in taxes on
goods & services by
MUR21.9 bn
(86.4% of total revenue)

7.0% increase

Main
application
of
expenditure

MUR45.2 bn MUR59.4 bn
General public
services (26.1% of
total expenditure)

Social protection
(34.4% of total
expenditure)

Public Sector Debt

MUR435.7 bn
As at June, 2022

10.4%

rise

2021-2022

MUR2.8 bn
2022-2023

Education

Expenditures

MUR172.9 bn

MUR2.6 bn

Projected
to rise to

MUR18.2 bn

4.8%

rise

2021-2022

MUR449.5 bn
As at June, 2023

MUR19.0 bn
2022-2023

Health

6.5%

Education
Expenditure per
capita
Singapore

MUR71,834

South Africa

MUR7,461

Mauritius

MUR14,921

Health
Expenditure per
capita
Singapore

MUR16.4 bn

fall

2021-2022

Public sector gross
debt is planned to
increase by
MUR13.8 bn. As a
percentage of GDP,
this figure is planned
to decrease from
87.4% to 78.0%

How do we
compare

MUR15.3 bn
2022-2023

Social Protection

MUR50.9 bn
2021-2022

rise
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South Africa

MUR3,015

16.7%

MUR59.4 bn
2022-2023

MUR95,561

Mauritius

MUR12,016

*Sources: Singapore budget 2022,
National Treasury Republic of South
Africa budget review 2022, Budget
speech 2022-2023 Mauritius
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Economic insights

Budget financials (cont.)
Government revenue

Government spending
Government Spending (2022-2023)

Government Revenue (2022-2023)
2%

2%

Taxes on goods, services,
income and profits
Social contributions

5%
8%

7%

4%

Social Protection
General Public Services

9%

34%

Other revenue

MUR150.0 bn

9%

Property Income
Grant

MUR172.9 bn

Education
Health
Public Order and Safety
Economic Affairs

11%

83%
26%

Other expenses

Source: MOFED, Budget estimates

Source: MOFED, Budget estimates

Budget outrun (21/22)
(MUR’bn)

Budget
21/22

Actual
21/22

Variance

Revenue

137.70

136.49

(1.22)

Expenditure

162.60

161.62

(0.98)

Budget surplus / (deficit)

(24.90)

(25.13)

(0.23)

As % of GDP

(5.0%)

(5.0%)

(0.0%)

• Actual Government revenue and
expenditure in FY21/22 were close to
the budget estimates, with the budget
deficit standing at 5.0% of GDP

Source: MOFED, Budget estimates
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Economic insights

Budget financials (cont.)
Government Budget Deficit (2021/22 – 2022/23)
30,000
5.0%

Revenue: + MUR13.5 bn

25,000

8,523

872

1,680

1,001

266

1,275

4.0%

(1,058)

(1,473)

15,000
6,375

25,133

Expenditure: + MUR11.3 bn

22,892

10,000

1,965

5,000

%

Budget Deficit
22/23

Other
expenses

Housing and
Community
Amenities

Environmental
Protection

Economic
Affairs

Health

Public Order
and Safety

Education

General
Public Service

Social
Protection

Other income

Grants

-

Taxes

(21,855)

Budget Deficit
21/22

MUR million

20,000

188

Budget deficit as % of GDP

The Budget Deficit is expected to end at MUR22.9 bn on the back of revenue increases of MUR13.5 bn and expenditure increases of MUR11.3 bn. The main increases in
revenue are expected to be from taxes on goods, services and property. Grants and other income, including social contributions, amount to MUR20.5 bn. A substantial
increase of MUR8.5 bn in social protection is noted primarily due to increases in old age pensions. As a result, the actual Budget Deficit of 5.0% for the year 2021/22 is
projected to decrease to 4.0% for budget 2022/23.
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Economic insights

Budget financials (cont.)
Debt analysis - June 22 to June 25
550

100.00%

87.4%
78.0%

MUR'Bn

500
450

77.3%

400

72.9%
104

103

75.4%
72.0%
104

90.00%
71.8%
69.1%
98

350

80.00%
70.00%
60.00%
50.00%
40.00%

300

346

332

250

370

396

Debt analysis
• Public sector debt is expected to increase over the next
three years, driven by an increase in domestic debt levels
from MUR332 bn in FY22 to MUR396 bn in FY25
• Additionally, economic output is expected to increase over
the coming years, resulting in a fall in gross debt-to-GDP
ratio from 87.4% in FY22 to 71.8% in FY25

30.00%
20.00%
10.00%

200

June 2022
Domestic

June 2023
External

June 2024
Debt as % of GDP

June 2025

0.00%

Net Debt as % of GDP

Source: MOFED, Medium term Macroeconomic framework

Up to 5 years

Amount
(MUR’m)
174,445

5 to 10 years

55,704

13.5%

Over 10 years

183,377

44.3%

413,526*

100.0%

Debt maturity

Total

% Total
42.2%

Source: MiOFED
Note(*): Public debt as at December 2021
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Economic trend &
outlook

© 2022 KPMG, a Mauritian partnership and a member firm of the KPMG global organisation of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Document Classification: KPMG Public

17

17

Economic insights

Economic trend & outlook
Budget Estimates

Unit

2021/22

2022/23

2023/24

2024/25

Real GDP growth

%

6.9

8.5

5.0

5.0

Investment rate

%

20.9

21.3

21.6

21.8

GDP Deflator

% change

6.9

6.5

4.0

4.0

Budget Deficit

% of GDP

(5.0)

(4.0)

(3.5)

(3.0)

Public Sector Net Debt

% of GDP

77.3

72.9

72.0

69.1

%

9.1

-

-

-

Unemployment rate
Source: MOFED, Medium term Macroeconomic framework

Economic trend & outlook
• The Minister of Finance expects a 8.5% growth in GDP in 2022/23 compared to 6.1% forecasted by the IMF. This outlook is
primarily driven by a continuing recovery of the tourism sector with 1.4 million expected tourists arrivals in FY22/23. The construction
sector is also expected to be a significant boost to the economic recovery via the implementation of major projects including amongst
others the National Flood Management Programme, construction of housing units and expansion of road networks.
• This outlook may be dampened by an escalation of the Russia/Ukraine war and the spread of new variants of COVID-19 virus, which
would cause further disruption in the supply chain and sharper increase in fuel and food prices.
• On the basis of the above expected economic recovery, the overall budget deficit is expected to be 5.0% and projected to decline to
4.0% and 3.5% in FY22/23 and FY23/24 respectively.
• In terms of fiscal strategy to put the Debt to GDP ratio on a downward path, the Government has planned the disposal of their non
strategic assets to allow for early repayment of debt and lowering of borrowing requirements. In addition, the Government will aim to
improve the debt profile through a set of debt management measures.
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The above information has been extracted from the budget speech delivered by The Honourable Renganaden Padayachy, Minister of Finance,
Economic Planning and Development, to the National Assembly, on 7 June 2022.
The Budget proposals may be amended significantly before enactment. The content of this summary is intended to provide a general guide to the
subject matter and should not be regarded as a basis for ascertaining liability to tax or determining investment strategy in specific circumstances.
In such cases specialist advice should be taken.
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