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1. MACROECONOMIC 

DEVELOPMENTS  

 

1.1 Overview of the Economy  

 

Following the cumulative decline in economic 

activity over the period 2000-2008 estimated at 

about 40%, the Zimbabwean economy 

rebounded in 2009 to register a growth of 5.7%. 

The economy, which further grew by 8.1% in 

2010, is projected by the African Development 

Bank’s African Economic Outlook to grow by 

7.8% in 2011. Sustained macroeconomic 

stability that is the result of the multiple 

currency and cash budgeting framework, 

coupled with resuscitation in economic activity 

in the key sectors of the economy, provided 

substantial growth impetus to the Zimbabwean 

economy. The growth momentum in 2010 was 

underpinned by a 47% growth in the mining 

sector, and 34% growth in the agricultural 

sector. The mining sector benefited from 

favourable international commodity prices, 

while agricultural production was spurred by 

increased tobacco (38.4%), maize (12.6%), 

sugar (14.3%), and cotton (2.3%) production. 

Frequent power outages, persistent liquidity 

shortages, limited access to offshore lines of 

credit, lack of fiscal space and uncertainty 

emanating from the economic empowerment and 

indigenization program as well as national 

elections proposed for this year, however, 

continue to pose downside risks to economic 

recovery.  

Real Sector 

 

1.2 Mining Sector Developments 

 

The mining sector has emerged as the anchor of 

the economic recovery process in Zimbabwe. 

Favourable international commodity prices for 

gold, nickel, platinum and copper among others, 

have improved the viability of mining concerns 

and resulted in the rejuvenation of operations, 

particularly in the platinum and gold sub-sectors. 

Against this background, mineral output 

increased for gold (16.4%), diamonds (9.3%), 

platinum (8.6%), and chrome ore (6.5%) among 

others. For instance, gold deliveries by both 

primary and small scale producers amounted to 

4,116.2 kgs over the period January to May 

2011 (Table 1). The gold sub-sector continues to 

benefit from buoyant international gold prices. 

 

Table 1: Gold Deliveries (KGs) 

  Jan’11 Feb’11 Mar’11 Apr’11 

 

May’11        Total 

Primary Producers 599.2 560.4 683.9 742.6 
 
781.8 3,367.9 

Small Scale Producers 125.6 139.7 162.0 151.8 

 

169.2 748.3 

Total 724.8 700.1 845.9 894.4 950.9 4,116.2 

Source: Fidelity Printers and Refiners 
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1.3 Agricultural Sector Developments 

 

Agricultural output improved in 2010 on the 

back of improved maize (12.7%), cotton (2.3%), 

sugar (14.3%) and tobacco (38.4%) production. 

Although maize output is projected to increase 

to 1.3 million tonnes in 2011, it falls short of the 

annual national requirements of 1.8 million 

tonnes, resulting in a maize deficit of 500 000 

tonnes. Similarly, wheat output is projected at 50 

000 tonnes in 2011 which compares 

unfavourably with annual national wheat 

requirements of 450 000 tonnes, resulting in a 

deficit of 400,000 tonnes. Bridging of the maize 

and wheat deficits through imports will worsen 

the already unsustainable current account of the 

balance of payments. On the other hand, tobacco 

delivered to the auction floors amounted to 99 

million kgs by 31 May 2011, and is valued at 

US$264.9 million. This compares favourably 

with the 69.9 million kgs that were delivered 

over the comparable period in 2010.  

 

 

Table 2: Tobacco Deliveries (KGs) 
  Auction Floor Contractors              TOTAL 

   TSF Boka Millennium   2011 2010 

Mass Sold (Kg)             

 Day 70       351,980.00          193,388.00          157,494.00           807,303.00       1,510,165.00           984,736.00  

Cumulative (70)  27,472,042.00    12,205,562.00       7,068,028.00      52,269,914.00     99,015,546.00      69,926,998.00  

Price(USD/Kg)             

Ave.for the Day                  2.59                    2.71                     2.90                      3.02                     2.87                      3.05  

Value (USD)             

 Day 70       913,324.25         524,860.69          456,947.15        2,434,228.84       4,329,360.93        3,091,021.71  

Cumulative (70)  67,321,467.87    26,059,768.51     15,455,987.08    156,046,784.61   264,884,008.07    214,878,265.24  

Source: Tobacco Industry Marketing Board (TIMB) 

 

 

Although a total of 170 million kgs are expected 

to be delivered by the end of the 2011 selling 

season, this, however, remains lower than 236.9 

million kgs delivered at the peak of tobacco 

production in 2000. The number of small scale 

tobacco growers increased to around 60 000 in 

2010, resulting in the tobacco auction 

infrastructure failing to cope. This development 

has created an opportunity for new auction 

floors to open. 

 

 
 

1.4 Fiscal Performance  

 

Over the period January to April 2011, 

government realized revenues amounting to 

US$859.5 million surpassing the target of 

US$820.6 million, whilst expenditures were 

contained within the planned target of US$718.3 

million at US$716.9 million. This culminates 

into a surplus of US$142.6 million (Table 5). 

However, given growing wage demands, the 

surplus realized over the period January to April, 

2011, is somewhat artificial. .In view of 

outstanding obligations incurred, the surplus 

position is not likely to be sustained during the 

remainder of the year. 
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Table 5: Government Revenue and Expenditure (US$ million) 
  Actual Target  Actual Target  Actual Target  Actual Target  Cumulative 

  Jan-11 Jan-11 Feb-11 Feb-11 Mar-11 Mar-11 Apr-11 Apr-11 Target 

Total Government Revenue (Net)  193.0 218.9 233.5 186.9  229.1 203.7 203.9 216.7 820.6 

   Tax Revenue 184.9 202.9 185.9 164.3  221.3 180.7 186.9 187.8 735.7 

   Non-tax Revenue     8.1   16.1  47.6  22.6    7.8  23.0   17.1  28.9 84.9 

Total Government Expenditure 

(Net) 152.4 173.8 183.1 168.1 183.7 180.0 197.7 196.4 718.3 

   Current Expenditure 146.8 160.9 160.4 139.1 177.3 161.1 175.7 154.0 615.0 

   Capital Expenditure     5.6  13.0    8.4  12.4    8.3  18.9  16.2   21.1 65.3 

Surplus (+)/Deficit (-)  40.6 

 

 50.4 

 

  45.5 

 

  6.2 

 

 

Source: Ministry of Finance  

 

Consistent under performance of capital 

expenditure below targeted expenditure has 

adverse implications on the development 

and maintenance of growth enhancing 

infrastructure. 

 

 
1.5 Inflation Developments 

 

Annual inflation remained low and stable at 

2.7% in April 2011, the same level realized for 

March 2011. This compares favourably with 

inflation rates in the region and is also consistent 

with the single digit level targeted under the 

SADC Macroeconomic convergence program. 

Month-on-month inflation declined from 0.8% 

in March 2011 to 0.1% in April 2011. 

 

 

Figure 1: Annual and Month-on-Month Inflation  

 

 
Source: Zimbabwe Statistical Agency (ZIMSTATS), May 2011.  

 
The decline was underpinned by the deceleration 

in both food and non-food inflation. Rising 

international oil prices coupled with the firming 

of the South African Rand (Figure 2), however, 

continue to generate adverse inflationary 

pressures in the economy.  

 

 

Annual Inflation (%) 
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Figure 2: Exchange Rate US$/Rand 

 

 
Source: Reuters 

 
 

As such, inflation is envisaged to rise on the 

back of low industrial capacity utilization, input 

shortages, company closures, scaling down of 

some operations, frequent power outages, and 

persistent liquidity constraints. 

  
 

1.6 Monetary Developments  

 

Data from the Reserve Bank of Zimbabwe 

indicates that annual broad money supply (M3) 

growth, defined as total banking system 

deposits, declined to 48.4% in April 2011 from 

253.7% in March 2010, as the economy was 

recovering from a low deposit base. Annual 

growth in deposits held by banks stood at 48.4% 

in April 2011, from 52.6% in April 2010. In 

absolute terms, however, the level of deposits 

rose from US$1.75 billion (23.4% of GDP) in 

April 2010 to US$2.60 billion (29.1% of GDP) 

in April 2011.  Month-on-month M3 growth 

slowed down from 4.9% in March 2011 to 0.9% 

in April 2011. The monthly deceleration in M3 

growth was underpinned by a slight decline in 

long-term banking sector deposits.  

 

Despite an improved deposit base and increased 

financial intermediation, deposits are largely of a 

transitory short term nature. However, the 

banking sector is still experiencing persistent 

liquidity shortages, lack of depositor confidence, 

low savings, low average deposit rates, high 

average lending rates, short-term nature of 

deposits, laxity in bank regulation and 

supervision, poor corporate governance, limited 

lender-of-last resort facility at the central bank, 

limited inter-bank trading and uncertainty about 

the future of the banking sector. Generally, these 

challenges imply potential slow recovery of the 

banking sector. In the long-term, this is likely to 

have implications on the overall recovery of the 

economy because, to boost production, 

companies require affordable long-term bank 

finance. The recentRenaissance Financial 

Holdings Limited (RFHL) defaulton loan 

repayment and the revelation by the RBZ of 

shareholding, board and corporate governance 

flaws, irregular inter-company transactions and 

the possibility that the institution is 

undercapitalized may reflect attendant banking 

sector vulnerabilities. 

 

Zimbabwe’s corporate sector is expected to 

benefit from a US$100 million Africa Export 

Import Bank (Afreximbank) facility to 
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recapitalize local companies. Four local 

financial institutionsnamely, TN Bank, FBC 

Bank, Bank ABC and NMB Bank have signed 

agreements with Afreximbank on the modalities 

of the facility. 

 

1.7 Interest Rate Developments   

 

In April 2011, bank average 3-month 

deposit rates were quoted in the range of 0.15% 

to 17% per annum. Similarly, lending rates 

varied considerably across financial institutions 

and loan maturity tenure, in the range of 1.26% 

to 60% per annum. This is against the 

background of persistent liquidity constraints in 

the money market. On the other hand, saving 

deposit rates ranged between 0.35% and 6.00% 

per annum. These low saving deposit rates 

continue to militate against initiatives geared at 

mobilizing savings into the formal banking 

sector. As a consequence, access to credit by the 

private sector has remained limited with 

negative effects on economic recovery and 

growth. 

 

1.8 External Sector Developments  

 

 

International Commodity Prices 

 

The international commodity prices for gold, 

platinum, nickel, copper and crude oil retreated 

marginally in May (Table 3) amid growing 

concerns about debt problems in Europe and 

worries over unrest in the Middle East and North 

Africa. The earthquake that hit Japan also 

affected the demand for nickel, platinum and 

copper in the country’s automotive and stainless 

steel industries. 

 

 

 

Table 3: International Commodity Prices 
  Gold Platinum Copper Nickel Brent Crude Oil 

  US$/tonne US$/tonne US$/tonne US$/tonne US$/barrel 

3-May 2011 1546.50 1827.50 9300.00 26915.00 123.97 

16-May 2011 1497.88 1758.00 8812.50 24382.50 113.53 

30-May 2011 1529.00 1783.50 9188.00 22970.00 115.22 

31-May 2011 1536.75 1824.50 9250.50 23365.00 117.07 

Source: Bloomberg 

 

Conversely, maize and wheat prices firmed to 

close the month of May at US$312/tonne and 

US$307/tonne respectively (Figure 3), on the 

back of depleted stocks and growing corn 

demand for bio-fuel production in industrialized 

countries. On the local market, the Government 

of Zimbabwe announced, in May 2011, a new 

producer price of US$285/tonne for maize, 

which is higher than the US$220/tonne 

obtaining in the region. Consequently, local 

millers are opting to import cheaper grain from 

the region than to buy highly priced 

domestically produced maize and this has 

adverse effects on the already high current 

account deficit. Ultimately, competition from 

cheap maize imports from the region will make 

the local price uncompetitive resulting in the 

possibility of a glut in the domestic maize 

market and the subsequent decline in maize 

prices towards regional levels. 
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Figure 3: Maize and Wheat Prices  

 

 
Source: www.senwes.co.za 
 

 

 

Zimbabwe’s exports of goods and services 

registered a 67.2% increase from US$617.9 

million in the first quarter of 2010 to 

US$1,032.9 million in the comparable period in 

2011. This largely reflects the positive effect of 

favourableterms of trade on mineral exports.  

 

Table 4: Exports and Imports January-March (US$ Million) 
      2010    2011 

  First Quarter 

Exports    617.9 1,032.9 

Imports 1,114.7 1,590.5 

Trade Balance  -496.9  -557.6 

Source: Zimbabwe Statistical Agency (ZIMSTATS) 

 

Merchandise imports increased by 42.7% from 

US$1,114.7 million in the first quarter of 2010 

to US$1,590.5 million in the corresponding 

period in 2011 (Table 4). The economy 

continues to absorb disproportionately high 

amounts of imports notably, fuel, motor 

vehicles, ICT equipment, chemicals and 

machinery, to bridge the supply gap created by 

underutilization of capacity in the economy. 

Consequently, the trade deficit widened from 

US$496.9 million in the first quarter of 2010 to 

US$557.6 million over the same period in 2011. 

Persistent and large trade deficits will continue 

to undermine the country’s ability to service 

external debt obligations as they fall due, 

particularly in the backdrop of lack of balance of 

payments support, limited access to offshore 

finance and subdued capital inflows, resulting in 

the further accumulation of external payment 

arrears. 

 

 

2. STOCK MARKET DEVELOPMENTS 

 

Market capitalization on the local bourse shed 

off US$32.2 million from US$4.22 billion by 

end of April 2011 to close the month of May at 

US$4.19 billion. The largest movers were 

Hwange, AICO AFRICA and Old Mutual. 
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Equities trade on the Zimbabwe Stock Exchange 

has declined to daily turnovers averaging $600 

000 per day from a peak of US$1.5 million on 

account of liquidity challenges and declining 

investor participation.  

The on-going indigenization program has 

increased uncertainty and adversely affected the 

confidence of international investors, 

particularly in the mining sector. The ZSE 

recorded a US$32 million market turnover in 

January, US$47 million in February and US$36 

million in March. The market’s turnover closed 

the month of April marginally down at US$35 

million. After a decline in the first half of May, 

the Industrial and Mining sector indices firmed 

up in the second half (Figure 4). 

 

Figure 4: Stock Market Prices 
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