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                MARKET VIEW  

 

 

Government of Botswana  Introduces 

Fuel Tax 

The Minister of Mineral Resources, Green 

Technology and Energy Security has approved a 

fuel tax which kicked in July 1st 2017. This tax will 

be at 17.5 thebe per litre which will be in 

addition to the already existing fuel levy of 13.5 

thebe per litre. 

  

Rationale 

Due to an estimated annual consumption of 1.2 

billion litres of petroleum products, this tax 

should be able to raise P 210 million per annum, 

which will be used to 

 Purchase of stocks for Botswana Oil 

Limited. 

 Meet insurance premiums for government 

oil storage facilities. 

 Construction of other strategic storage 

facilities around the country. 

 

Implications of Fuel Tax 

An immediate increase on pump price increase 

is not likely; this is expected to be offset through 

the National Petroleum Fund for the short term 

cushioning the effect of the tax. This however 

could see increased outflows from the fund 

which could be unsustainable over the long 

term.  

 

 

Given the current downward trend of the oil 

prices, save for this past week’s gains, the cost 

of petroleum products at the pump is expected 

to remain relatively unchanged. As it stands, our 

estimates suggest that it would result in at least 

a 4 thebe per litre (P 48 million per annum) 

disparity that will have to be covered by the 

Fund and as such will necessitate a fuel pump 

increase to compensate petroleum product 

sellers for the tax. 

 

South African Petroleum news 

The Department of Energy announced a drop in 

the pump price from the July 5th; of 68c/l and 

69c/l for 95 and 93 ULP, with Diesel decreasing 

by 60c/l (both 0.05% and 0.005% Sulphur).  

 

The rand has strengthened against the US dollar; 

this coupled with a decline in the oil prices has 

strengthened the case for a price drop. 

 

Crude Oil Forecast 

Due to the lack of a certain plan by the OPEC 

countries to reduce the current global supply 

glut, mainly driven by low cost production US 

shale drillers, the price will remain low or if 

there are any gains, they should be relatively 

subdued.  
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Oil pricing is fundamentally determined by a 

combination of supply/demand as well as 

geopolitics. Crude Oil prices limped into the 

second half of the year amid a clear oversupply 

across global oil markets.  

That said, geopolitical risk is still existent, 

Venezuela is the most inherent risk, followed by 

Libya and Nigeria, consensus estimates of oil 

supply disruptions are at about 2 million barrels 

per day (bpd). This will be offset by the US shale 

drillers who are producing an added 1.3m bpd. 

This additional to other OPEC producers that are 

exempt from the production cuts; particularly 

Iraq; will continue to feed the supply glut. 

 

We believe these key signals point to continued 

weakness through the rest of 2017. Very little 

could change fundamentally, between now and 

the end of the year, to affect inventories enough 

to promote a price rally. 
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GENERAL DISCLAIMER 
All information, recommendations or opinions 

contained in this document are not intended to 

provide exhaustive treatment of any subject dealt 

with and must be weighed solely as one factor in any 

investment or other decision made by or on behalf of 

any user of the information contained herein. Such 

user should consult its own investment or financial or 

other advisors before making any decision. Whilst all 

care is taken by Kgori Capital in the preparation of the 

contents hereof, no warranty, express or implied, as 

to the accuracy, timeliness, completeness, 

merchantability or fitness for any particular purpose 

of any such recommendation or information is given 

or made by Kgori Capital in any form or manner 

whatsoever. The information in this document is not 

intended to and does not constitute financial, tax, 

legal, investment, consulting or other professional 

advice, and Kgori Capital does not purport to act in 

any way as a financial advisor. Kgori Capital shall not 

be responsible and disclaims all liability for any loss, 

liability, damage (whether direct or consequential) of 

any nature whatsoever which may be suffered as a 

result of or which may be attributable, directly or 

indirectly, to the use of any information, opinion, 

recommendation, or service contained in or provided 

through this document. All portfolio performance 

data is calculated by Kgori Capital. Performance is 

analysed and computed utilising true daily weighted 

methodology. Where this document contains 

statements or information which relate to 

projections, forecasts or hypothetical data, users 

should be advised that these are predictions and that 

actual performance may differ markedly. Users 

should also be aware that short term performance 

can be volatile and past performance is not 

necessarily a good indication or guideline of future 

performance. As the performance of financial 

markets fluctuates and is not guaranteed, an investor 

may not get back the full amount invested. 
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