
1. Macroeconomic Developments 

1.1 Economic Overview

The national budget is expected to be presented to the Parliament before the 
end of November 2011. As contained in the 2012 Budget Strategy Paper, 
the economy is projected to grow by 9.3 percent in 2011, underpinned by 
strong growth in agriculture and mining sectors. 

1.2 International Commodity Price Developments

The international prices of metals fi rmed up in the month of October 
refl ecting attempts to solve the debt problems in the Eurozone. The 
agreement among EU leaders to deal with the debt crisis eased the 
concerns of many traders and helped push the commodities and stock 
markets up. Gold prices increased by 4 percent while Platinum Copper 
and Nickel rose by 6.3 percent, 17.2 percent and 4.4 percent, respectively 
(Table 1). 

Brent crude oil prices rose 7.1 percent during the month of October as 
prices increased from US$103.12/barrel to US$108.77/barrel. As with 
the metals, oil prices also responded to the Eurozone debt resolution 
efforts. On the Zimbabwean market, fuel prices remained stable during 
the month of October. Prices of diesel remained in the range of US$1.28/l 
to US$1.32/l while petrol  prices also remained stable, ranging from 
US$1.40 to US$1.45/l during the month. 

The prices of grain, which reached new lows in late September and early 
October recovered somewhat. US wheat and corn futures increased 
during October with wheat  gaining 4.5 percent and corn rising  by 7.8 
percent (Table 2). The increase was mainly due to depleting stock levels 
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and adverse weather concerns. In Zimbabwe, 
retail prices of maize remained stable with slight 

increases in some areas during the month of 
October, especially in the Southern dry regions. 

1.3 Gold Deliveries

The role of small scale players in the gold sector is 
becoming more pronounced in the mining industry. 
There has been a noticeable increase in small scale 
activity in gold production since the beginning of 
the third quarter. The total gold deliveries from 
the small scale players increased from 126.5 kg in 
June 2011 to 388.1 kg in October 2011. There was 
also a noticeable increase between September and 
October 2011, as gold deliveries by the small scale 

players increased by 49 percent from 260.1 kg in 
September. The increase in deliveries in October 
occurred at a time when deliveries from the primary 
producers were shrinking compared to September. 
Gold deliveries from the primary producers fell by 
11 percent in October to 770.2 kg. The proportion 
of deliveries attributed to the small scale sector 
has generally been rising since the third quarter.. 
In June, small scale players contributed only 15 
percent of output compared with  over 50 percent 
in October (Figure 1). 

1.4	 Inflation	Developments

Annual inflation for October decelerated slightly 
by 0.1 percentage points from 4.3 percent in 
September 2011 to 4.2 percent (Figure 2). Annual 
food and non-food inflation stood at 3.7 percent 
and 4.4 percent, respectively. Month-to-month 
inflation also eased by 0.7 percentage points 

from 0.8 percentage points in September 2011 to 
0.1 percentage points October 2011. The major 
contributors to inflation during the month were 
non-food inflation. The drop in month-on-month 
inflation by 0.7 percentage points reflects the one-
off increases in September in electricity tariffs and 
re-introduction of duty on basic commodities.
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1.5 Interest Rate Developments

Commercial bank weighted average base lending 
rates remained unchanged in September (Table 
3), while the merchant bank weighted average 
base lending rates increased marginally from 18.9 
percent in August to 19.6 percent in September. 
The increase in merchant bank lending rates 
could adversely affect the economic recovery. 

The 3-month deposit rates declined from 11.9 
percent in August to 8.3 percent in September. 
The saving deposit rates declined from 2.7 percent 
in August to 1 percent in September. The decline 
in deposit and saving rates is unfavourable in an 
environment where there is need for increased 
savings mobilization in the formal banking sector. 
Table 3 below shows the interest rate levels for the 
month of September 2011.

1.6 Monetary Developments 

Annual broad money supply (M3) growth, defined 
as total banking sector deposits, declined from 

44.7 percent in August 2011 to 32.3 percent in 
September 2011. On a month-on-month basis, M3 
growth increased from 1.6 percent in August 2011 
to 2.6 percent in September 2011. 
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Total banking sector deposits ( net of inter-bank 
deposits) marginally increased from US$2.95 
billion in August 2011 to US$3.03 billion in 
September 2011 (Table 4). The increase was 
underpinned by an increase of US$9.89 million 
(9.89 percent) in demand deposits and US$89.73 
million (34.5 percent) in long-term deposits. 
These increases were, however, partially offset 
by a decline of US$22.30 million (22.3 percent) 

in saving and short-term deposits. The increase in 
total banking sector deposits has remained sluggish. 
The sluggish growth in banking sector deposits 
reflects continued weak depositor confidence in 
the banking sector as well as the low and declining 
interest rates on savings deposits. Demand and 
short-term deposits accounted  for 88.0 percent of 
total deposits in September (Figure 4).
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1.7 Fiscal Performance 

The monthly fiscal deficit of US$3.30 million in 
August 2011 increased to US$28.3 million in 
September 2011. Expenditures totaling US$292.5 

million exceeded the revenues of US$264.2 
million. The increase in the fiscal deficit is a cause 
of concern, given the limited financing options 
available to government. 

In September 2011, all revenues were below the 
targeted levels while all expenditures exceeded 
targeted levels. Capital expenditures increased 
from US$23.6 million in August to US$59.3 
million in September. 

2. Stock Market and 
Corporate Sector 
Developments

2.1 The Zimbabwe stock market continued its 
slide with both the industrial and mining indices 
continuing on a downward trend. The indices fell 
from 155.82 and 152.42 at the close of trade in 
September to 143.58 and 131.75 at the close of 

trade in October respectively (Figure 6). The slide 
represents an 8 percent and 14 percent decline 
respectively. These levels are their lowest levels 
for the year so far. Liquidity challenges and access 
to banking sector credit, which have constrained 
the recovery of the manufacturing sector, continue 
to weigh down on the industrial index. 

The turnover on the Exchange was modest at 
545,149,636 shares worth US$38.6 million. This 
is the second highest turnover since the beginning 
of the year after a turnover of 619,769,026  in July 
2011. Much of the activity is against the backdrop 
of investors taking hedge positions to preserve 
their investments
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October marked the fourth consecutive month 
of the slide in market capitalization. Thelatter 
declined to  US$3.7 billion, the lowest level for 
the year to date. This subdued performance can 
be attributed to the currently prevailing negative 
perception of the country as a risky investment 
destination. However, the month saw an increase 
in the participation of foreigners in the stock 
market increased  200 percent in October with 
foreign purchases rising from $7.3 million bought 
in September to $24.1 million bought in October 
2011. The increase could be attributed to the 
low value of shares which presented compelling 
opportunities for foreigners. Liquidation of 
stock positions by the foreigners declined from 
50,087,622 shares in September 2011 to a modest 
19,087,073 shares. 

2.2 Indigenization

On 28 October 2011, the government published an 
Extraordinary Government Gazette which outlined 
the government’s approach towards indigenization 
and economic empowerment in the manufacturing 
sector. The Gazette set a value of US$100,000 as 
the minimum threshold for oreign owned firms 
in the manufacturing sector to comply with the 
Indigenization and Economic Empowerment Act, 
2010. The firms have also been given four years 
to be fully compliant with the law, where they 
are required to release 26 percent of their shares 
to indigenous Zimbabweans during the next 

twelve months; 10 percent during the second year, 
10 percent in the third year and 5 percent in the 
final year. This law is more flexible than the one 
announced for the mining sector where 51 percent 
compliance is required instantly.

This development is very interesting from two 
perspectives. Firstly, the US$100 000 threshold 
is lower than the originally prescribed value of 
US$500,000 which the law had set as the minimum. 
This is probably based on the fact that the majority 
of companies are heavily under-capitalized and 
hamstrung with operational challenges, such that 
the value of most foreign owned manufacturing 
companies would be below US$500,000 if their 
indebtedness is factored in. In addition, the revision 
of the figure downwards targets many middle sized 
and smaller scale businesses that are may be very 
lucrative even though they do not require much 
capitalization.

Mining firms have started initiatives to be 
compliant with the Indigenization and Economic 
Empowerment Act, 2010. Zimplats, a platinum 
mining company led the initiative through the 
Chegutu- Mhondoro-Ngezi-Zvimba Community 
Share Ownership scheme making Zimplats the first 
community share ownership trust in the country. 
Under the scheme, Zimplats gave 10 percent 
shareholding to the local community. It also 
offered US$10 million to the local community to 
be disbursed over a three year period. 


