
1.	 INTERNATIONAL	COMMODITY	
PRICE	DEVELOPMENTS	

During the month of July, gold prices demonstrated an unclear trend for 
the greater part of the month though by the end of the month they managed 
to rally along with the rest of the commodities markets. The fi rst half of 
the month saw gold prices declining before rebounding in the second half 
of the month. In the second half prices surged as investors sought a hedge 
from Europe’s debt crisis.

Table	1.	International	Commodity	Prices	in	July	2012

Date
Gold Platinum Copper Brent

Crude	Oil

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

2-July-2012 1,594 1,442 7,658 92

6-July-2012 1,589 1,459 7,543 99

13-July-2012 1,587 1,425 7,523 102

20-July-2012 1,570 1,412 7,597 107

27-July-2012 1,619 1,414 7,467 106

30-July-2012 1,617 1,414 7,557 106

Source: Bloomberg and Reuters

Market optimism in early July, boosted by interest rate cuts in China and 
the Eurozone, helped platinum group metal prices recover some of the 
ground lost in the second half of June. However, relief was short-lived as 
prices returned to a downward trend. Concerns over levels of Eurozone 
banking sector debt came to the fore again in July. With the combination of 
weak demand, oversupply and a lack of major production cuts seemingly 
priced in, platinum was at the mercy of macroeconomic factors in July.

Crude oil prices, which started the month trading at less than US$100 
a barrel managed to go beyond the US$100 mark to close at US$106 
per barrel at the end of July. The prices peaked at US$107 per barrel on 
July 20 before declining to close at US$106 per barrel. Concerns over the 
Eurozone economy and US Government data showing an unexpected rise 
in domestic crude stockpiles during the third week of July further stoked 
oil demand concerns.
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Table	2.	Maize	and	Wheat	Prices	(USA),	Fob	and	Gulf	in	July	2012

Date
Maize	(USA),	Fob,	Gulf Wheat	HRW	(USA)	Fob,	Gulf

US$/tonne US$/tonne
13 July 2012 329 349
17 July 2012 344 365
20 July 2012 358 381
23 July 2012 354 371
25 July 2012 343 367
30 July 2012 350 372

Source: International Grain Council

The International Grain Council July 2012 report 
shows that the 2012/13 outlook for maize production 
has generally worsened, especially in the US where 
high temperatures and severe drought (the worst 
since 1956) have reduced prospects of a better 
harvest. The forecast for the US maize crop has 
been cut by 50 metric tonnes to 300 metric tonnes 
and the soya bean harvest has been reduced by 8.3 
metric tonnes to 79 metric tonnes. Wheat output 
has also been revised downwards in both Russia 
(the third largest wheat producer) and Kazakhstan 
(the ninth largest). Maize prices have soared to new 
highs on deteriorating output prospects in the US. 
Unfavourable weather conditions have also led to 
a scaling down of grains output and exportable 
surpluses in the Black Sea region, supporting gains 
in wheat and barley values.

2.	 MACROECONOMIC	
DEVELOPMENTS

2.1	 Overview	of	the	Economy	

The Government expects the growth momentum 
attained since 2009 to ease in 2012. Real GDP 

growth is expected to decelerate by almost 4 
percentage points from the projected level to 
grow by only 5.6 percent, which also falls short 
of the Medium Term Plan annual average target 
of 7.1 percent. The downward trend is attributed 
to underperformance of some key sectors such as 
agriculture and tourism. To curb the deceleration 
in growth, a vigorous program of reforms aimed at 
improving the quality of government expenditures, 
raising overall productivity, reducing financial 
sector vulnerabilities, addressing infrastructure 
bottlenecks, increasing competitiveness, and 
improving the business environment will be 
important.

2.2	 Agriculture	Sector	Developments	

2012	Tobacco	Selling	season

The curtain on the 2012 tobacco selling season 
came to a close on the 25th of July 2012, with major 
improvements in the sector compared to the recent 
past. Table 3 gives a summary of the 2012 tobacco 
selling season. 

Table	3.	2012	Tobacco	Selling	Season	Deliveries

Tobacco	Sales	
Floors Bales	Laid Bales	Sold Rejected	Bales Mass	Sold	(kg) Value	(US$) Average	Price	

US$/kg
TSF 264,012 238,346 25,666 17,782,114 62,996,613 3.5
BTF 234,058 216,624 17,434 15,396,120 53,466,287 3.5
MTF 135,131 124,575 10,556 9,135,235 32,395,447 3.6
PTF 147,133 131,581 15,552 9,641,188 34,311,198 3.6
CONTRACT 1,021,898 991,669 1,021,898 90,445,975 338,874,714 3.8
Total	2012 1,802,232 1,702,795 82,003 142,400,632 522,044,258 3.7

Source: Tobacco Industry Marketing Board (TIMB), 5 July 2012

TSF-Tobacco Sales Floor; BTF-Boka Tobacco Floor; MTF-Millennium Tobacco Floor; PTF-Premier 
Tobacco Floor
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Total quantity of tobacco delivered increased by 9.2 
percent from 130.4 million kilogrammes in 2011 
to 142.4 million kilogrammes in 2012. The value 
of the total tobacco sold increased by 46 percent 
to US$522 million. More positive for the farmers 
was the 33.65 percent increase in the average 
price of tobacco. Overall, tobacco planting and 
handling improved and as such, there was a 21.4 
percent reduction in rejection. The improvement 
in the tobacco season can be attributable to the 
experience new farmers have been gaining over the 
years as well as an improvement in the marketing 
of the crop.

Cotton	Marketing

At the end of July 2012, there were reports of 
cotton merchants refusing to buy the crop at the 
government announced prices of between 77 cents 
and 84 cents. To the detriment of the farmers, 
merchants were still buying the seed cotton at the 
old price of between 29 cents and 35 cents per 
kilogramme. Some merchants had ceased buying 
the crop in areas like Shamva.

2.3	 Mining	Sector	Developments	

Bindura Nickel Corporation (BNC) reached 
agreement with its creditors and staff that would 
result in the conversion of their debt into equity to 
enable it to raise capital and resume operations. The 
firm was also accorded a National Project Status 
by the Government, which allows it to import 
equipment duty free and resume mining operations. 
This is part of Government initiatives to facilitate 
the resumption of operations at closed and distressed 
mining companies. This facility can also be extended 
to other industries of the economy that are facing 
challenges in retooling, upgrading and replacement 
of their dilapidated equipment. This would allow 
firms to reduce maintenance costs and at the same 
time increase their production efficiencies. 

On the indigenisation front, the Marange-Zimunya 
community share ownership trust was launched in 
Marange diamond fields. This community share 
ownership trust gives the community ownership 
of the mining rights vis-a-vis holding equity in 
the four mining firms operating in Marange. The 
community holds mining rights of the Marange 
fields covering an estimated 6,800 hectares. The 
four mining firms gave US$10 million each to the 
community share ownership trust.

The Zimbabwe International Trade Fair (ZITF), 
in conjunction with the Chamber of Mines of 
Zimbabwe, held the Mine Entra, an annual event 
that hosts stakeholders in the mining sector. The 
event was held from 25 to 27 July 2012. The event 
provided a platform for networking and exchange 
of ideas and also highlighted developments 
and opportunities in the mining sector. The 
conference observed that the amendments of 
the Mines and Minerals Act have been going on 
since 2002 and will hopefully be completed by 
the end of 2012. It identified some critical areas 
which need attention in order to boost the sector’s 
performance. The areas include: (i) extensive line 
items of taxes - the country has 160 line items of 
taxes compared to about 20 in other countries, 
hence this requires urgent attention if the country 
has to attract investment; (ii) high taxes - gross tax 
amounts to about 60 percent, a level which is too 
high compared to other countries; (iii) the charge 
for a licence by the Environmental Management 
Agency - the charge is currently 2 percent of 
total investment and is considered too high by 
mining companies. A 3-tier system was proposed 
by mining companies to cater for the small scale, 
medium scale and large investors; (iv) labour laws 
were considered to be difficult especially as they 
relate to hiring and firing; and, (v) inadequate and 
intermittent electricity supply. 

The Ministry of Finance proposed a bill that 
will empower the Zimbabwe Revenue Authority 
(ZIMRA) to access and examine mining operations 
in the country. The proposed bill gives ZIMRA 
powers to take soil or rock samples for examination 
and monitoring of the grading of minerals at mines. 
ZIMRA can also take copies of any records related 
to operations of the mine. This is meant to ensure 
transparency and accountability in the exploitation 
of mineral resources. The mining industry has been 
accused of transfer pricing, whereby mining firms 
understate the true value of minerals extracted and 
this has prejudiced the state in tax revenue. The 
measure will ensure that the nation benefits by 
having its mineral resources rightfully valued.

On mineral production, total gold deliveries 
registered a cumulative total of 6,461.43 kgs 
(Figure 1). This was against the target of 15,000 
kgs for the whole of 2012. The improvement in 
gold deliveries over the year is a result of general 
improvement in economic conditions and firming 
of gold prices on the international market. Since 
2010, the country has been exceeding an annual 
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threshold of 10 tonnes requisite for refinery. 
However, currently no refinery is being done at 
Fidelity Printers and Refiners due to viability 
problems. The company exports the bullion mainly 
to the Rand Refinery. However, the resumption of 
gold refining will help downstream industries such 

as jewellers to purchase gold locally and reduce 
the cost of production. Jewellers are also currently 
importing silver at some added costs. To kick start 
the refining process, an injection of about US$50 
million is required. 

Figure	1.	Mineral	Production	January-July	2012

Source: Chamber of Mines, Fidelity Printers and Refineries

Platinum producers delivered 5,650.9 kgs by June 
2012 against an annual projection of 12,000 kgs. If 
the target is met by the end of the year, the country 
will qualify to set up a refinery locally. Currently, 
all the platinum that is produced is sent to South 
Africa in its raw form. However, there is need to 
boost electricity generation or importation if the 
smelting of platinum is to be done locally. 

For nickel, 4,243.06 tonnes were delivered by June 
2012 against an annual target of 8,800 tonnes. 
Nickel production is expected to increase if the 
Bindura Nickel Mine reopens before the end of 
the year. Gold, platinum and nickel production is 
expected to grow by 15.8 percent, 10.8 percent and 
10.1 percent, respectively in 2012. 

2.4	 Inflation	Developments	

Annual inflation increased from 3.3 percent in 
July 2011 to 3.9 percent in July 2012. In July 
2012, annual food and non-food inflation stood at 
4.3 percent and 3.8 percent, respectively. Factors 
underpinning annual inflation outcomes in July 

2012 include Housing, Water, Electricity, Gas 
and Other Fuels (13.88 percent); Communication 
(12.85 percent); Education (10.95 percent); 
Alcoholic Beverages and Tobacco (6.69 percent) 
and Restaurants and Hotels (5.83 percent). Of the 
Housing, Water, Electricity, Gas and Other Fuels 
category, the key inflation drivers are rent (37.76 
percent) and rates (17.99 percent). 

Rental prices have continued increasing. Given 
low average incomes and lack of housing loans in 
the current environment most people in Zimbabwe 
are currently not able to build or buy houses. There 
is therefore, increasing competition for existing 
rental accommodation.

On a month-on-month basis, inflation increased 
marginally from 0.20 percent in June 2012 to 
0.22 percent in July 2012. Month-on-month food 
and non-food inflation stood at -0.02 percent 
and 0.34 percent, respectively. The prevailing 
inflation figures are low and within the SADC 
macroeconomic convergence target for inflation. 
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Figure	2.	Inflation	Developments

Source: ZIMSTAT

Prevailing inflationary pressures emanate from, 
among other sources, the poor harvest in 2012, 
demand for rental accommodation and increasing 
utility prices. 

2.5	 Interest	Rate	Developments

Commercial bank weighted average base lending 
rates softened marginally from 9.4 percent per 

annum in May 2012 to 9.2 percent in June 2012 
(Table 4). Over the same period, merchant bank 
weighted average base lending rates increased 
marginally from 14.4 percent per annum in May 
2012 to 14.5 percent in June 2012. Merchant 
bank lending rates have remained higher than the 
commercial bank lending rates. The high lending 
rates militate against efforts to boost productive 
sectors of the economy.

Table	4.	Interest	Rate	Levels	(Annual	Percentages)

Month

Commercial	
Bank		

Average	Base	
Lending	Rate

Commercial	
Bank	

Weighted	
Average	Base	
Lending	Rate

Merchant	
Bank		

Average	Base	
Lending	Rate

Merchant	
Bank	

Weighted	
Average	Base	
Lending	Rate

3-Month	
Deposit	
Rate

Savings	
Deposit	
Rate

Annual	
Inflation

Real	
Savings	
Rate

Jun-11 8.00-30.00 11.2 16.00-32.00 17.3 8.6 2.6 2.9 -0.3
Jul-11 8.00-30.00 11.0 16.00-32.00 18.2 8.6 2.6 3.3 -0.7
Aug-11 8.00-30.00 12.1 16.00-32.00 18.9 8.6 2.6 3.5 -0.9
Sep-11 8.00-30.00 12.6 16.00-32.00 19.6 8.6 2.6 4.3 -1.7
Oct-11 8.00-30.00 13.2 15.00-32.00 19.6 8.6 2.6 4.2 -1.6
Nov-11 8.00-30.00 13.2 10.00-32.00 19.6 8.3 2.6 4.2 -1.6
Dec-11 8.00-30.00 13.2 10.00-32.00 19.6 9.1 2.6 4.9 -2.3
Jan-12 8.00-30.00 13.2 10.00-32.00 19.6 9.1 2.6 4.3 -1.7
Feb-12 8.00-30.00 14.0 10.00-32.00 20.1 9.1 2.6 4.3 -1.7
Mar-12 8.00-30.00 10.6 14.00-35.00 18.8 10.1 6.0 4.0 2.0
Apr-12 8.00-30.00 9.0 13.00-25.00 15.7 10.1 6.0 4.3 2.0
May-12 6.00-30.00 9.4 15.00-30.00 14.4 10.1 6.0 4.0 2.0
Jun-12 6.00-35.00 9.2 15.00-30.00 14.5 10.1 6.0 3.9 2.1
Average … 11.9 … 18.8 9.1 3.5 4 -0.4

Source: Reserve Bank of Zimbabwe Monthly Economic Review

In June 2012, the 3-month deposit rate remained 
at its May 2012 level of 10.1 percent per annum. 
The average savings deposit rate also remained 
unchanged at 6.0 percent per annum. With the 

prevailing annual inflation rate, the real average 
savings rate for June 2012 is 2.1 percent per annum. 
There is still need to increase savings rates in order 
to attract more money into the formal banking sector. 
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2.6	 Banking	Sector	and	
Monetary	Developments

The growth in annual broad money (M3), defined 
as total banking sector deposits (net of inter-bank 
deposits), declined from 31 percent in May 2012 to 
23.8 percent in June 2012 (Figure 3). On a month-
on-month basis, M3 growth also declined from 

3.7 percent in May 2012 to 0.3 percent in June 
2012. The recent unfavourable developments in 
the financial sector involving bank closures and a 
curatorship militate against strategies to improve 
confidence in the sector, which is crucial for 
increased deposit mobilization. In addition, high 
bank charges and low deposit rates remain issues 
of concern for deposit mobilization.

Figure	3.	Monetary	Developments	(M3)

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Total banking sector deposits increased from 
US$3.58 billion in May 2012 to US$3.59 billion in 
June 2012 (Figure 4). Although total bank deposits 

are increasing consistently, their rate of growth is 
diminishing. This development is unfavourable in 
an economy which is facing liquidity challenges. 

Figure	4.	Level	&	Growth	Rate	of	Total	Banking	Sector	Deposits

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The term structure and composition of total bank 
deposits is less supportive to long term investment 
(Table 5 and Figure 5). Most of the deposits are 
transitory and short-term in nature, making them 

unavailable for long-term investments in the real 
economy. Out of total bank deposits of US$3.59 
billion in June 2012, only US$0.39 billion is long-
term deposits, while US$1.95 billion is demand 
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Table	5.	Total	Banking	Sector	Deposits	(US$	Billion)

Type	of	Deposit Apr-12 May-12 Jun-12

Monthly		
Increase		
(Absolute)		
US$	Billion

Monthly		
Increase	
(Percent)

Demand Deposits 1.92 1.89 1.95 0.06 3.34

Saving and Short-Term Deposits 1.06 1.17 1.25 0.08 7.06

Long-Term Deposits 0.47 0.52 0.39 -0.14 -25.85

Total	Deposits 3.45 3.58 3.59 0.01 0.28

Source: Reserve Bank of Zimbabwe Monthly Economic Review

As of June 2012, demand deposits dominate (54.37 
percent) total bank deposits, followed by savings 
and short-term deposits (34.82 percent). Long-

term deposits constitute 11.81 percent of the total 
bank deposits. 

Figure	5.	Composition	of	Total	Banking	Sector	Deposits	
(Percent	of	Total	Deposits)	in	June	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Among other factors that militate against the 
mobilisation of long-term deposits are low real 
deposit rates, weak depositor confidence in the 
financial sector, high bank charges and lower levels 
of income. 

The loan-to-deposit ratio, calculated on the basis of 
total bank deposits increased from 84.6 percent in 
May 2012 to 86.2 percent in June 2012 (Figure 6). 
According to the Mid-Year Fiscal Policy Statement 
presented on the 18th of July, non-performing 
loans were 9.9 percent as at 30 June 2012. This is 
higher than the prudential threshold of 5 percent 

stipulated in Basel II. Given these developments, it 
is therefore advisable for banks to be conservative 
on their lending activities. 

As of June 2012, bank credit to the private sector 
was distributed as follows: loans and advances 
(82.7 percent); mortgages (7.7 percent); bankers 
acceptances (2.2 percent); bills discounted (2.9 
percent) and other investments (4.4 percent). 
The figures show that economic agents have an 
increasing appetite for loans and advances, as 
opposed to other investments.

deposits and US$1.25 billion is saving and short-
term deposits. A cause for concern is that long-

term deposits declined by 25.85 percent in June 
2012 from US$0.52 billion recorded in May 2012.
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Figure	6.	Loan-to-Deposit	Ratio

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The distribution of bank loans and advances 
to the private sector as of June 2012 shows a 
concentration in Agriculture (22.4 percent); 
Distribution (19.9 percent); Manufacturing (18.8 
percent); Individuals (12.2 percent), Services 
(11.3 percent), Mining (7.3 percent) and Others 

(8.1 percent). One trend that has emerged is that 
individuals are able to repay the loans as opposed 
to companies in the productive sectors. This has 
tended to boost loan advances to individuals by 
banks as opposed to corporates.

Figure	7.	Sectoral	Distribution	of	Banking	Sector	Loans	and	Advances	in	June	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review

A larger share of loans and advances was channelled 
to Agriculture. Lending to the Distribution industry 
was also high. This is partly because it has a short 
cash cycle, which implies a short loan repayment 
period. These developments suggest that lending 
in the economy is more skewed towards short-
term economic activities, as opposed to long-term 
activities, which is not favourable in a recovering 
economy.

2.7	 Financial	Sector	Developments

In the 2012 Mid-Term Monetary Policy Statement 
presented on the 31st of July 2012, the RBZ 
increased the minimum capital requirements for all 
financial institutions (Table 6).
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Table	6.	Revised	Minimum	Capital	Requirements

Category	of	Institution

Previous	
Minimum	Capital	
Requirement	

(US$)

Revised	
Minimum	Capital	
Requirement	

(US$)

Implementation	Timelines	&	Level	of	
Capitalisation	to	be	Complied	with	(US$)

31-Dec-12 30-Jun-13 31-Dec-13 30-Jun-14

Commercial Banks 12.5 100 25 50 75 100
Merchant Banks 10 100 25 50 75 100
Building Societies 10 80 20 40 60 80
Finance Houses 7.5 60 15 30 45 60
Discount Houses 7.5 60 15 30 45 60
Micro Finance Banks 1 5 1.75 2.5 3.25 5

Source: Reserve Bank of Zimbabwe

The new minimum capital requirements are going 
to be implemented over a period of 2 years, with 
full implementation due on the 30th of June 2014. 
According to the RBZ, the increase in the minimum 
capital requirements is necessitated by the dynamic 
financial landscape, regulatory requirements, 
increased competition and economic uncertainties, 
which require banks to be adequately capitalised. 

The RBZ advocates for the mergers and /
or acquisitions by healthy banks of banking 
institutions with unrealistic chances of meeting the 
required minimum capital thresholds. However, 
this has challenges that include increased market 
concentration, which may promote uncompetitive 
behaviour among the fewer resultant banks, 
difficulty in reconciling different organisational 
cultures and laying-off of employees. 

The factors that are likely to militate against 
raising new capital by banks include poor bank 
performance, weak investor confidence and 
uncertainty surrounding the indigenisation policy 
and poor corporate governance, which can make 
investors reluctant to inject new capital. The loss-
making banks may also find it difficult to boost 
their retained earnings. According to the RBZ, 
about half of the 15 indigenous banking institutions 
made losses for the year ended 30 June 2012.

In terms of the state of the financial sector, Royal 
Bank surrendered its banking license to the 
RBZ on 27 July 2012 after it failed to meet the 
minimum capital threshold of US$12.5 million 
for commercial banks. This came after the RBZ 
determined the bank as unsafe and unsound. The 
RBZ argues that the closure of Royal Bank has 
insignificant systemic risk due to its negligible 
market share in terms of deposits, loans and 
advances and capitalisation. However, this may 

still worsen depositors’ confidence in the banking 
industry and adversely affect efforts towards 
savings mobilisation. This may also lead to 
repatriation of deposits from small and weaker 
banks to bigger and stable banks.

2.8	 Fiscal	Performance	

Fiscal operations are becoming difficult with 
revenue collections falling short of the monthly 
projections. Equally, expenditures have deviated 
significantly from the planned estimates for 2012, 
mainly on the back of lower- than-expected revenue 
performance and increased employment costs. 
Having collected a cumulative total of US$1.597 
billion, against a target of US$1.837 billion for the 
six months to June 2012, Government was forced 
to revise the initial revenue projection of US$4 
billion to US$3.64 billion. The 9 percent cut in 
the revenue projection was mainly on account of 
underperformance of diamond related revenues, 
which recorded a shortfall of US$229.3 million 
(MoF 2012) over the first half of 2012. This, 
therefore, require steps to increase transparency 
and accountability in the diamond sector, including 
fast-tracking the draft Diamond Act. 

Underperformance of the revenues seriously 
undermines the Government’s capacity to 
implement its public sector investment programmes. 
Cumulative expenditures to June 2012 amounted 
to US$1.57 billion against planned expenditures 
of US$1.84 billion. Recurrent expenditures to 
June 2012 accounted for 91.4percent at US$1.44 
billion, whilst the remainder of US$98.25 million 
was spent on capital projects. Nevertheless, 
employment costs are claiming a disproportionate 
share of Government’s limited resources, at the 
expense of growth enhancing capital projects, 
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thus undermining the economic growth prospects. 
The cumulative wage bill to June 2012 amounted 
to US$806.21 million, accounting for 56 percent 
of total expenditures and 50.5 percent of total 
revenues. Implementation of civil service audit 
recommendations could be vital in creating savings 
on the wage bill, hence creating additional space 
for spending in growth enhancing and non-wage 
projects.

Creating fiscal space will allow the Government 
to improve service delivery in key areas such as 
water & sanitation, timely provision of agricultural 
inputs, and social protection for the poor and 
vulnerable. 

2.9	 Tourism	Sector	Developments

The tourism industry is preparing to host the 
20th Session of the UNWTO. In line with these 
developments, the Government is prioritizing 
support for the implementation of a number of 
projects such as the upgrading of the Victoria 
Falls District hospital, Victoria Falls airport, roads 
and sewer projects. To further improve the state 
of preparedness ahead of the UNWTO general 
meeting to be held next year, the Government has 
provided the tourism sector with an incentive in the 
form of statutory instruments 124 and 125, which 
provides for exemptions of duty payments for 
tourism capital goods. In addition, the Government 
is currently in consultation with all relevant local 
partners in formulating the national tourism policy 
and the fifteen year Zimbabwe tourism master 
plan, which is set to boost regional and domestic 

tourism. The master plan is also expected to add 
fiscal incentives to the tourism industry; resuscitate 
reliable domestic flights; remove congestion and 
other inconveniencing systems to tourists at the 
border posts and upgrade the road network and 
other tourism infrastructure facilities as well as 
marketing.

Meanwhile, the Government has downgraded the 
projected annual growth rate for the tourism sector 
from 13.7 percent to 10.4 percent. According to 
the Mid-Year Fiscal Policy Review, tourist arrivals 
are expected to have improved by 7.5 percent from 
657,302 arrivals in 2011 to 688,288 arrivals by the 
year end. The tourism receipts are also expected 
to increase by 11.2 percent, from US$662 million 
recorded in 2011 to US$736 million by the end of 
the 2012. 

2.10	 External	Sector	Developments	

The country’s quest for imports continued in the 
month of June 2012 with the country registering 
imports worth US$501.5 million while managing 
to export goods valued at US$274.75 million. 
Both exports and imports show a decline over the 
figures that were registered in the month of May. 
The country imports continue to outweigh the 
value of exports, hence the need for the country 
to expeditiously implement the industrial policy 
with a view of adding value to the goods produced 
locally and for the country to try and rely as much 
as possible on the local market for goods and 
services.

Table	7.	Exports	and	Imports	(April-June	2012)

Apr-12 May-12 Jun-12

Exports (US$) 272 108 672.7 362 086 590.6 274 754 528.8
Imports (US$) 49 0005 454.1 523 956 261.2 501 489 523.2
Net Exports (US$) -217896781.4 (161 869 670.6) (226 734 994.4)

Source: ZIMSTAT

3.	 STOCK	MARKET	
DEVELOPMENTS	

The stock market made some slight gains, 
ending the month of July at capitalisation 
level of US$3.45 billion, its highest level since 
March 2012. This was on the back of gains in 

mining counters which propelled the mining 
index to 112.12, its highest level in 2012. 
Figure 8 shows the developments in the two 
main indices.
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Figure	8.	Industrial	and	Mining	Indices

Source: Zimbabwe Stock Exchange

The mining index has been on an upward trajectory 
for the entire month (Figure 8). This may be a 
result of a reduction in scepticism in the sector 
as most mining companies complied with the 
indeginisation regulations and are more focused on 
doing business. 

However, compared to July 2011, the ZSE was 
at a worse off position, mainly resulting from 

cumulative declines that were experienced during 
the 12 months. Worse affected was the turnover 
volume, which declined by more than 50 percent 
for the period under review. More worrying was 
the massive 128 percent increase in disposals by 
foreigners, a sign of lack of foreigner confidence 
(Table 8).

Table	8.	Summary	of	ZSE	Statistics	July	2012	and	July	2011

Date July-11 July-12 Percentage	Change
Turnover	Value	(USD) 51,341,173.5 47,093,980.3 -8.3
Turnover	Volume 619,769,026.0 295,284,052.0 -52.4
Foreign	(Bought) 15,693,329.7 23,567,781.7 50.2
Foreign	(Sold) 13,170,397.7 12,446,866.9 -5.5
Foreign	No	of	Shares	Bought 42,020,922.0 71,307,977.0 69.7
Foreign	No	of	Shares	Sold 22,627,936.0 51,654,892.0 128.3
Market	Capitalization	(USD) 4,172,702,158.0 3,445,934,706.0 -17.4

Source: Zimbabwe Stock Exchange

4.	 CORPORATE	SECTOR	
DEVELOPMENTS

The	 2012 Mid-Year Fiscal Policy Review 
statement, presented by the Minister of Finance on 
18 July noted several developments with respect 
to the corporate sector. There was generally an 
improvement in industrial production during 
the first half of 2012, as high performing sectors 
were able to offset the negative impact from 
the low performing sectors. Consequently, the 

manufacturing sector is projected to grow by about 
6 percent during the year 2012.

The high performing industries continue to be 
drinks, beverages, tobacco, food stuffs, wood and 
furniture, non-metallic mineral products, as well as 
metal products. However, there was a very minimal 
change with respect to low performing sectors, 
especially as reflected by their performance since 
2009 when the economy was dollarised. These 
include the paper and printing industry, clothing 
and footwear as well as the textile and ginning 
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industries. A look at the Volume of Manufacturing 
Index (VMI) since 2009 (Table-9) would however 

reveal that it is the clothing and footwear industry 
that has witnessed a downward trend in production.

Table	9.	Volume	of	Manufacturing	Indices	for	Three	Select	Sectors	in	Zimbabwe

Industry 2009 2010 2011

Textiles & Ginning 12.4 19.9 26.7
Clothing & Footwear 18.2 15.6 9.7
Paper, Printing & Publishing 17.3 16.3 18.6

Source: ZIMSTAT Quarterly Digest of Statistics

The VMI is an index used to measure changes in 
the volume of production on a regular basis, with 
its base year set at 1990 (i.e.1990=100). Production 
levels for the clothing and footwear industry in 
2011 were only 9.7 percent of the 1990 levels 
(Table 9). Although the other sectors’ output were 
also well below the 1990 levels, there is a noticeable 
improvement over the years since dollarization, 
unlike the clothing and footwear industry which 
saw production decreasing by about 46.7 percent 
between 2009 and 2011.

The implementation of the policy measures outlined 
under the recently launched Industrial Development 
Policy (IDP), especially the measures on import 
substitution and value addition, is expected to 
resuscitate the industry. The measures have a 
direct bearing on the industry as it is among those 
identified by the IDP as warranting urgent attention. 
Budget support towards the implementation of the 
policy is thus critical if the struggling sectors are to 
be brought back to their feet.

5.	 OTHER	TOPICAL		
ISSUES	

Zimbabwe and Namibia signed an inter-
governmental memorandum of understanding 

supporting the construction of a 400kV (408km) 
power line (interconnector) project running through 
the four nations (Zimbabwe, Zambia, Namibia and 
Botswana). The project dubbed ZIZABONA after 
the sponsoring countries will create a new ‘Western 
Transmission Corridor’ and reinforce the Southern 
African power grid. The power interconnector 
will be expected to ease congestion on North-
South transmission corridor through Zimbabwe to 
South Africa and also reduce transmission losses. 
The initial capacity of the interconnector will be 
300 megawatts (MW), and will later be increased 
to 600MW. The total project funding required is 
US$223 million, comprising US$67 million equity 
and US$156 million debt financing. Investors 
in the project include the African Development 
Bank, Development Bank of Southern Africa, 
European Investment Bank, French Development 
Agency and Stanbic Botswana. In addition, under 
the ZIZABONA agreement signed in 2008, all 
four countries’ power utilities are expected to 
finance parts of the project that fall within their 
national boundaries. The construction of the 
power transmission interconnector is expected to 
commence in 2014. 


