
1.	 INTERNATIONAL	COMMODITY	
PRICE	DEVELOPMENTS	

During the month of September, gold prices continued on an upward 
trend surpassing the US$1,700 per ounce price. The last two weeks of the 
month saw the price of gold stabilizing to close the month at US$1,779 
per ounce (Table 1). The rally in the price of gold was mainly driven 
by market expectations following the United States Federal Reserve 
announcement of a third round of quantitative easing in an effort to 
stimulate growth on 13 September. The Federal Reserve also indicated 
that it would introduce additional monetary steps if the U.S economy does 
not show clear progress in the short-term and pledged to keep rates low 
until mid-2015. The other factors contributing to the upward trend in gold 
prices in September, included: the growth in demand for gold in India 
coupled with the appreciation of the Rupee; the decision by the Bank of 
Japan to expand its stimulus plan by 10 trillion yen; expectations from 
China to issue additional easing steps to help jump-start its economy; and, 
expectations of the market from European Central Bank to introduce a 
bond purchase program targeting Spanish bonds.

Table	1.	International	Commodity	Prices

Date
Gold Platinum Copper Brent

Crude	Oil

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

31-Aug-2012 1,653 1,513 7,544 113

7-Sep-2012 1,712 1,586 7,943 113

14-Sep-2012 1,774 1,696 8,378 117

21-Sep-2012 1,779 1,639 8,314 111

28-Sep-2012 1,779 1,665 8,258 113

Source: Bloomberg and Reuters

Platinum also registered better performance in the month of September. 
Platinum prices rallied to their highest level reaching US$1,696 per ounce 
during the second week of September (Table 1). The performance was 
mainly on account of disruption of mining activities at South Africa’s 
Lonmin Plc’s, Marikana mine, which accounts for about 10 percent of global 
output and the United States Federal Reserve’s announcement of a third 
and perpetual round of quantitative easing. The last weeks of September 
saw platinum shedding some of the gains it had registered during the month 
to close at US$1,665 per ounce, which was higher than the opening price.
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Brent crude oil prices experienced two distinct 
phases during the month. The first two weeks saw 
the price of crude oil taking an upward trend and 
reaching the maximum of US$117 per barrel by 
mid-month before starting to decline (Table1). 
During the third week, Brent crude oil price 
declined to a low of US$111 per barrel before 
increasing during the last week of the month to 
US$113 per barrel.

The price of maize exhibited a downward trend, 
dropping from US$348 per tonne on 31 August 
2012 to US$315 per tonne by 28 September 2012. 
The drivers behind this decline have been the low 
US export demand and the improved availability of 
the crop in major markets. The International Grain 
Council September report, however, hinted that 
maize stocks are expected to decline by 12 percent 
to 833 million tonnes during the 2012/13 Season. 

Table	2.	Maize	and	Wheat	Prices	(USA)	(fob)	and	Gulf

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

US$/tonne US$/tonne
31-Aug-2012 348 360

7-Sep-2012 340 369
14-Sep-2012 330 385
21-Sep-2012 320 390
28-Sep-2012 315 370

Source: International Grain Council

During September, wheat prices registered an 
upward trend during the first three weeks before 
retreating to close the month at US$370 per 
tonne. The major reason for such a trend has 
been concern over Black Sea Region exports and 
the dry conditions in Australia. The International 
Grain Council projects that the world wheat 
production will decline from an earlier projection 
of 662 million tonnes to 657 million tonnes for the 
2012/13 season. The global use of wheat is also 
expected to fall by 2 percent as the demand for 
feeds takes a nose dive.

2.	 MACROECONOMIC	
DEVELOPMENTS

2.1	 Overview	of	the	Economy	

The Ministry of Finance commenced preparations 
for the 2013 budget process consultations. As part 
of the process, the Ministry released the pre-budget 
strategy paper which seeks to facilitate debate on 
key fiscal and other macroeconomic policy issues 
and assist in building national consensus. It is 
anticipated that the budget will address the key 
issues that emerged from the High Level Economic 
Forum held in Victoria Falls in August 2012. The 
issues include, promotion of inclusive growth; 
increase in gross capital formation; promotion of 
industrial competitiveness; reduction in poverty; 
infrastructure development; leveraging on natural 

resources; promotion of small-to-medium scale 
enterprises (SMEs), industrial value addition; 
and, taking full advantage of regional integration 
arrangements.

2.2	 Agriculture	Sector	Developments	

The 2012 tobacco selling season saw an 
improvement in total tobacco deliveries as they 
increased by 9.14 percent from 132.4 million 
kilograms delivered in 2011 to 144.5 million 
kilograms delivered in 2012. Improved production 
in the sector reflected amongst others an increase in 
the number of farmers joining the only commercial 
crop that has been viable over the years. 

During the 2012 selling season, a 45 percent 
improvement in the average price (from US$2.73 
in 2011 to US$3.65 per kilogramme) resulted in the 
total value of tobacco sold increasing by 46 percent 
to US$527.6 million from US$361.4 million in 
2011. During the same period total bales rejected 
for the season also declined by 21 percent, an 
indication of an improvement in tobacco handling 
over the years. 

Large scale commercial farmers contributed 42.8 
million kilogrammes of the crop whilst the medium 
scale (A1 farmers) sold 41.1 million kilograms of 
the crop. This is an indication of the huge potential 
by A1 farmers to grow in the tobacco industry. 
Table 3 below summarises the 2012 seasonal mass 
sold by grower class.
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Table	3.	Summary	Statistics	for	the	2012	Tobacco	Selling	Season

SEASONAL TSF BTF MTF PTF TOT	
AUCTION

TOT	
CONTRACT

TOTAL	
2012

TOTAL	
2011

PERCENT	
CHANGE

Mass	sold	(kg) 17,821,451 15,412,680 9,179,204 9,679,610 52,092,945 92,412,189 144,505,134 132,404,271 9.1

Value	(US$) 63,060,815 53,496,687 32,481,314 34,378,495 183,417,310 344,149,798 527,567,108 361,411,007 46.0

Avg.price	US$/	kg 3.54 3.47 3.54 3.55 3.52 3.72 3.65 2.73 33.8

Rejected	% 9.8 7.5 7.9 10.7 8.9 2.9 5.5 7.0 21.3

Bales	laid 264,733 234,329 135,848 147,823 782,733 1,042,000 1,824,733 1,702,567 15.2

Bales	Sold 238,871 216,842 125,095 131,990 712,798 1,011,379 1,724,177 1,583,372 1.3

Rejected	Bales 25,862 17,487 10,753 15,833 52,448 30,621 83,069 119,195 14.0

Source: TIMB

The 2012/2013 planting season for irrigated 
tobacco began on the 1st of September with 
807,751 kilograms of seeds sold by the country’s 

two major seed suppliers, the Tobacco Research 
Board (TRB) and the Zimbabwe Tobacco Seed 
Association (ZTSA) (Table 4). 

Table	4.	Tobacco	Seed	Sales,	2012

Company Tobacco	type As	at	07/09/12 Hectares As	at	09/09/11 Hectares Percent	Change

ZTSA Burley 5,660 … 25 … …

TRB Burley 180 … 2980 … …

Total	BU	(g) 5,840 973.3 3,005 500.8 94.3

ZTSA Flue-cured 209,556 … 195,310 … …

TRB Flue-cured 598,195 … 453,695 … …

Total	FC	(g) 807,751 134,625.20 649,005 108,167.50 24.5

Source: TIMB

2.3	 Mining	Sector	Developments

The Zimbabwe Mining Indaba 2013 was held in 
Harare on 12-14 September 2012 under the theme 
‘Improving Mining through continuous Dialogue, 
Infrastructure and Financing’. The main purpose 
of the Mining Indaba was to identify investment 
opportunities and take stock of developments in 
the mining sector in Zimbabwe. The forum also 
afforded players in the industry opportunity to 
meet and network with other global stakeholders. 
Speakers highlighted the fact that the country’s 
mineral resources remain largely untapped and 
there is need to scale up investments in modern 
technologies for the country to reap full benefits 
from the mining sector.

Bindura Nickel Corporation (BNC) concluded a 
restructuring and recapitalization exercise. The 
process involved a rights issue and placing in 
September 2012 paving way to restart underground 
operations at Trojan nickel mine based in Bindura. 
Operations have since commenced with the 
production of concentrate for sale by second 

quarter 2013. BNC has entered into agreement 
with Glencore International for the sale of nickel 
concentrate produced by Trojan. The restart plan 
for the Trojan Mine involves the production of 
7,000 tonnes of nickel concentrate per annum 
which will be sold to Glencore until operations at 
the Bindura Smelter and Refinery are restarted. 

Trojan mines and the Bindura Smelter and Refinery 
complex were placed on care and maintenance in 
November 2008 as a result of continued operating 
difficulties and a sharp decline in the price of 
nickel. Due to improvement in operating conditions 
BNC is expected to restart in a phased manner. 
The restart of the mine is expected to boost the 
country’s revenue generation capacity and at the 
same time create employment. 

The country’s largest mining operation, Zimbabwe 
Platinum Mines (ZIMPATS) has been ordered 
by Zimbabwe Revenue Authority (ZIMRA) to 
pay US$33.8 million in taxes, arguing that a tax 
holiday claimed by the firm has no legal basis. 
ZIMRA argues that the concession granted by 
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government to ZIMPLATS in 2001 has not been 
made into law hence the firm was not entitled to 
such exemptions. The platinum miner has not 
contested the reassessment of tax by ZIMRA, but 
has lodged an objection to the payment of penalties 
and interest. This development took place when 
ZIMPLATS started a US$460 million expansion 
to increase output from about 180,000 ounces a 
year to 270,000 ounces annually. The revised tax 
assessment may put pressure on ZIMPLATS’ cash 
flow or its confidence in the legal system thus 
undermining the full implementation of its phase 
two expansion project.

Gold deliveries by primary producers declined by 
9.17 percent from August 2012 to September 2012 
whilst deliveries by small scale producers increased 
by 2.02 percent resulting in an overall decline in 
total gold deliveries by 7.14 percent (Figure1). A 
comparison of deliveries in September 2011 and 
September 2012 show that deliveries by primary 
producers increased by 2.49 percent, while those 
by small scale producers declined by 14.74 percent 
resulting in a 1.48 percent decline in total gold 
deliveries.

Figure	1.	Total	Gold	Deliveries	(kgs)

Source: Chamber of Mines, 2012

the annual inflation outcome in September 2012 
included housing, water, electricity, gas and other 
fuels (11.4 percent); and education (10.9 percent). 
In the housing, water, electricity, gas and other 
fuels category, the key inflation drivers were rent 
(38.9 percent) and rates (17.7 percent).

2.4	 Inflation	Developments	

Annual inflation declined from 4.3 percent in 
September 2011 to 3.2 percent in September 
2012. In September 2012, annual food and 
non-food inflation stood at 4.8 percent and 2.6 
percent, respectively. Major factors underpinning 

Figure	2.	Inflation	Developments

Source: ZIMSTAT
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On a month-on-month basis, inflation increased 
from -0.2 percent in August 2012 to 0.5 percent in 
September 2012. Month-on-month food and non-
food inflation stood at 1.1 percent and 0.2 percent, 
respectively. Key drivers of month-on-month 
inflation in September 2012 were Food and non-
alcoholic beverages (1.1), Restaurants and hotels 
(0.6), and Health (0.5). 

Given these developments, Zimbabwe is still likely 
to meet the annual average inflation projection of 5 
percent for 2012. However, despite the low inflation 
figures obtaining, some inflationary pressures still 
persist in the economy. These include the rising 
international oil prices, rising rent and rates. In 
addition, limited supply of residential property 
continues to put pressure on rent.

2.5	 Interest	Rate	Developments

In August 2012, comercial bank weighted average 
base lending rates remained constant at the July 
2012 rate of 8.6 per annum (Table 5). Merchant 
bank weighted average base lending rates softened 
significantly from 14 percent per annum in July 
2012 to 8.6 percent per annum in August 2012. 
The softening in merchant bank lending rates is 
commendable, given the need for affordable credit 
by the real sector in a recovering economy. 

Of concern is that the range in base lending rates 
(6.00-35.00 percent per annum for commercial 
banks and 15.00-30.00 percent per annum for 
merchant banks) is considerably wide (Table 5). 
There are significant differences in cost structures 
among banks and significant differences in the risk 
profiles of borrowers. In the absence of a Central 
Bank rate and the Treasury Bill rate, there is no 
guidepost as to where the interest rate levels should 
be in the economy.

While the monetary and fiscal authorities continue 
to press for lower lending rates, banks maintain that 
the prevailing rates are reflective of the situation 
on the ground. The key question that remains 
unanswered relates to where the lending rate levels 
should be in the economy. While the call by the 
RBZ for banks to reduce lending rates further may 
lower the cost of funds to the real economy, it has 
some shorfalls. Notably, regulation of lending rates 
is by nature distortionary. It may lead to reduced 
lending, rationing of loanable funds and possible 
development of an informal credit market. With 
the current environment in Zimbabwe, where 
banks are characterised by wide variations in cost 
structures, any regulated interest rate may have 
varying impact on the different types of banks 
(high-cost and low-cost banks).

Table	5.	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

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 4.0 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 4.0 2.0
Jul-12 6.00-35.00 8.6 15.00-30.00 14.0 10.1 6.0 3.9 2.1
Aug-12 6.00-35.00 8.6 15.00-30.00 8.3 10.1 6.0 3.2 2.8
Average … 11.3 … 16.9 9.4 4.2 4.1 0.1

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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Despite calls by the RBZ for banks to increase 
deposit and savings rates, the 3-month deposit rates 
and average savings deposit rates have remained 
constant at their March 2012 levels of 10.1 and 6.0 
percent, respectively. 

2.6	 Banking	Sector	and	
Monetary	Developments

Growth in annual broad money (M3), defined as 
total banking sector deposits (net of inter-bank 

deposits), declined from 44.7 percent in August 
2011 to 21.6 percent in August 2012 (Figure 3). 
On a month-on-month basis, M3 contracted by 
2.9 percent in August 2012 from a growth of 3.0 
percent in July 2012. The decline in monetary 
growth is unfavourable for economic recovery. 
In this regard, there is need to address challenges 
that militate against increased deposit mobilization 
(such as weak depositor confidence, high bank 
charges and low deposit and savings rates) in a bid 
to sustain economic growth. 

Figure	3.	Monetary	Developments	(M3)

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Annual total banking sector deposits increased 
from US$2.95 billion in August 2011 to US$3.59 
billion in August 2012 (Figure 4). However, on 
a month-on-month basis total banking sector 

deposits declined by 2.9 percent, from US$3.70 
billion in July 2012 to US$3.59 billion in August 
2012. 

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

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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The decline in the level of deposits in August 2012 
is of concern. One notable cause of the decline is 
associated with a lack of rollovers in long-term 
deposits at maturity. Such an outcome is reflective 
of some challenges in the economy. These include: 
a short-term investment focus; uncertainty about 
the economic and political conditions; and, weak 
depositor confidence and scepticism. With the 
approach of the festive season, which is generally 
associated with increased demand for cash, most 
people are less willing to keep their money in 
the formal banking sector in a bid to avoid any 
inconveniences associated with cash shortages or 
limits on withdrawals during the festive season. 
In this regard, there is need for more strategies to 
mobilize deposits into the formal banking sector. 

In addition to the decline in month-on-month bank 
deposits, the composition and the term structure 

of total bank deposits is also unfavourable (Table 
6 and Figure 5). Total bank deposits of US$3.59 
billion in August 2012 consist of US$1.93 billion 
in demand deposits, US$1.14 billion in saving 
and short-term deposits and US$0.45 billion in 
long-term deposits. The notable decline in long-
term deposits by 21.74 percent, from US$0.57 
billion in July 2012 to US$0.45 billion in August 
2012, is of concern in view of the much needed 
long-term finance in the economy. One aspect that 
has been attributed to the decline in long-term 
deposits is the change in the tenor of time deposits 
as they move closer to maturity. This outcome, 
which is unfavourable, is indicative of the short-
term view and focus of depositors and investors. 
The mismatch between levels and tenor of bank 
deposits, and demand and tenor of bank loans 
remains of concern in view of the demand for long-
term credit. 

Table	6.	Total	Banking	Sector	Deposits	(US$	Billion)

Type	of	Deposit Jun-12 Jul-12 Aug-12 Monthly	Increase	
(Absolute)	US$	Billion

Monthly	Increase	
(Percent)

Demand Deposits 1.95 1.99 1.93 -0.05 -2.63

Saving and Short-Term Deposits 1.25 1.14 1.21 0.07 5.94

Long-Term Deposits 0.39 0.57 0.45 -0.12 -21.74

Total	Deposits 3.59 3.7 3.59 -0.11 -2.93

Source: Reserve Bank of Zimbabwe Monthly Economic Review

As of August 2012, total bank deposits were 
composed of demand deposits (53.9 percent), 
savings and short-term deposits (33.7 percent) 
and long-term deposits (12.4 percent) (Figure 
5). These figures further explain the short-term 

view and focus of the depositors. This could also 
be associated with uncertainty as to the future 
direction of the economy, in view of the planned 
national elections.

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

Source: Reserve Bank of Zimbabwe Monthly Economic Review



8	 Zimbabwe	Monthly	Economic	Review	October 2012

The loan-to-deposit ratio calculated on the basis of 
total bank deposits (external and domestic sources 
of funding) increased from 87.5 percent in July 
2012 to 91.2 percent in August 2012 (Figure 6). The 
increase in the loan-to-deposit ratio is associated 

with the decline in total banking sector deposits, 
which declined by 2.93 percent while credit to the 
private sector increased by 1.25 percent in August 
2012.

Figure	6.	Loan-to-Deposit	Ratio	 Figure	7.	Non-Performing	Loans

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The decline in bank deposits and the prevailing 
non-performing loans, which stood at 12.3 percent 

of the loan book (Figure 7) as at June 2012, imply 
an increased need for cautious lending. 

Figure	8.	Distribution	of	Bank	Credit	to	the	Private	Sector,	August	2012

Source: Reserve Bank of Zimbabwe

As of August 2012, bank credit to the private 
sector was distributed as follows (Figure 8): 
loans and advances (84.8 percent); mortgages 
(7.6 percent); bills discounted (2.7 percent); 
bankers acceptances (1.7 percent) and other 
investments (3.2 percent). Loans and advances 
remain the largest proportion of bank credit to the 

private sector. The distribution of bank loans and 
advances to the private sector as of August 2012 is 
as follows (Figure 9): Agriculture (22.1 percent); 
Distribution (20.5 percent); Manufacturing (18.2 
percent); Individuals (13.4 percent); Services (9.1 
percent); Mining (7.7 percent) and Other Sectors 
(9.0 percent). 
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Figure	9.	Sectoral	Distribution	of	Banking	Sector	
Loans	and	Advances	in	August	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review

2.7	 Treasury	Bill	Market	
Developments	

The Treasury Bill (TB) market, which last operated 
in 2008, has been reintroduced. On 4 October 
2012, the RBZ conducted the first TB auction. 
The TBs were expected to achieve, among others, 
the following: raise funds to enable Government 
to smoothen its revenue and expenditure streams 
under the current cash budgeting system; assist 
in reactivating the inter-bank market; unlock 
liquidity trapped in some of the banks due to 
lack of acceptable collateral security for inter-
bank trading; reactivate the money market by 
reintroducing one of the money market instruments 
(TBs); benchmark the pricing of other financial 
securities; assess expectations of the market on 
inflation and output outlook; and, provide an 
additional investment instrument.

However, despite these noble objectives, one 
of the possible downsides of issuing TBs is the 
temptation by Treasury to engage in excessive 
borrowing, which is against a strict cash budgeting 
framework. Another downside is the possibility 
of rollovers in the event that Government fails to 
redeem the TBs. The tender conducted on the 4 
October 2012 was worth US$15 million but was 
restricted to financial institutions on Real Time 
Gross Settlement (RTGS). The minimum tender 
was US$100,000 and institutions were limited to 
one tender. The characteristics of the TBs included 
the 91-day maturity tenor and no option of a buy 
back. 

In terms of outcomes, all the bids (amounting to 
US$7.7 million) were rejected. The tenders had 
interest rates ranging 5-15 percent. Most banks 
quoted rates above 10 percent. The TBs were 
undersubscribed by US$7.3 million. Most big 
banks did not participate in the tender, suggesting 
a number of issues that require Government 
attention. Although most of the big banks cited 
having interests in investing in alternatives such as 
financing agriculture, there could be other challenges 
associated with this lack of participation. These 
include scepticism around Government’s ability 
to honour the TBs at maturity, absence of a buy-
back feature of the TBs and less need for additional 
collateral security instruments for borrowing in the 
inter-bank market by big banks that still lend and 
borrow bilaterally among themselves.	It	seems that 
the issue of collateral security that the TBs would 
have served does not seem crucial for the big banks, 
most of which are sitting on idle funds as shown in 
Zimbabwe Electronic Transfer Settlement System 
(ZETSS). The unfavourable outcome of the first 
TB auction has implications and is also reflective 
of some challenges in the economy. 

The RBZ rejected all the tenders largely on the basis 
that the interest rates quoted by banks were too 
high and inconsistent with the low risk associated 
with TBs. It seems that banks do not share a similar 
view relating to the low risk associated with TBs. 
The outcome of the tender suggested that most 
banks think the risk level is not low, contrary to 
the views of the authorities. This is against the 
background of tight budgetary constraints and the 
uncertain political and economic environment. 
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Contradictory views on the appropriate interest 
rate levels between the banks and Government 
suggests that lack of a monetary policy associated 
with the multicurrency system is a challenge. There 
is lack of consensus as to where the interest rate 
levels should be in the economy. This may suggest 
that Government recapitalizes the RBZ so that it 
resumes the lender of last resort function, of which 
the overnight accommodation rate would be used 
to benchmark interest rates.

The rejection of all tenders implies that the activity 
in the inter-bank market will remain subdued due 
to lack of quality and acceptable collateral security. 
The excess liquidity that some banks are sitting on 
will not benefit other banks with poor liquidity 
position. Most of the inter-bank lending will remain 
on a bilateral basis. The rejection also implies that 

the fiscal space constraint remains binding, leaving 
Government with limited options to smoothen its 
revenues and expenditure.

2.8	 Fiscal	Developments	

Government revenues for August 2012 amounted to 
US$267.27 million, which was a slight improvement 
from the July 2012 figure of US$257.47 million 
(Figure 10). Cumulative revenues to August 
2012 amounted to US$2.12 billion and were 15.6 
percent higher than the cumulative revenues to 
August 2011, which amounted to US$1.84 billion. 
This notwithstanding, the cumulative revenues 
to August 2012 were 12.8 percent lower than the 
projected US$2.43 billion.

Figure	10.	Fiscal	Performance

Source: Ministry of Finance, 2012

Total government expenditures for August 2012 
amounted to US$280.62 million. Given that 
revenue flows to the fiscus have been depressed, 
treasury incurred a monthly deficit for the second 
month to the tune of US$ 13.35 million (Figure 
10). As such, the cumulative deficit to August 
2012 amounted to US$21.14 million. Increased 
spending, particularly on account of bonus 
payments within the last quarter, could further 
worsen the deficit or the government could be 
forced to cut back on non-wage expenditures. 
To maintain fiscal sustainability, government 
would need to ensure that total expenditures are 
contained within the available resource envelop 
and maintain an expenditure mix that prioritize 
growth-enhancing projects.

2.9	 Tourism	Sector	Developments

The recovery of the tourism industry continues on 
a positive growth path. Tourist arrivals recorded 
by 31 June 2012 were 767,939. This marks a 17 
percent increase from 637,389 tourists recorded 
in 2011. The main source of tourists is the African 
market. Zimbabwe received a total of 675,721 
tourists from Africa, reflecting a 19 percent 
increase from 2011. The European market is 
second, contributing 40,915 tourists (an 18 percent 
increase compared to the same period last year). In 
the European market, the United Kingdom remains 
the main source; supplying 26 percent of tourists 
from Europe. The Middle East supplies the least 
number of tourists; contributing 1,466 tourists (a 
36 percent decrease compared to 2011 statistics). 
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The mid-year hotel room occupancy has increased 
slightly from 38 percent in 2011 to 39 percent in 
2012. The hotel room occupancy has declined 
from 88 percent in 2011 to 87 percent in 2012. The 
tourism industry is still facing challenges which 
includes; lack of funding to support marketing 
the destination image, dilapidated hospitality 
infrastructure, shortage of water supplies, electricity 
shortages, inner city decay which is undermining 
destinations image, poor road network, low 
disposable income affecting the domestic market 
and lack of direct flights from major sources. The 
introduction of new airlines, such as Emirates in 
February 2012, Fresh Airline in September 2012 
and KLM Royal Dutch Airline, Air Botswana, 
LAM Airline, Precision Airline expected to come 
in October, is expected to facilitate tourism.

2.10	 External	Sector	Developments	

The country’s trade balance continued to be 
negative for the three months to August 2012. 
The value of imports increased from US$506.66 
million to US$799.47 million, while exports 
increased from US$ 274.75 million to US$ 532.61 
million during the same period (Figure 11). The 
performance of Zimbabwean exports continues to 
be affected by the composition of the commodities 
being exported. During August the country 
exported mostly Ferro-Chromium, new stamps, 
stamp-impressed paper, cheque forms, Bond 
certificates; semi-manufactured gold; Flue-cured 
tobacco of the Virginia type and ginned cotton in 
staple.	

Figure	11.	Exports	and	Imports

Source: ZIMSTAT

3.	 STOCK	MARKET	
DEVELOPMENTS	

September 2012 saw a loss of value of the mining 
index compared to the same month in 2011 (Figure 
12). For September 2011, the mining index averaged 
150 compared to an average of 90 for September 
2012. There is, however, some convergence in the 
industrial index for the two comparable periods, 
with the index picking from an average of 130 at 
the beginning of September 2012 to around 145 at 
the end of the month, a development which may 
see it catching up with the September 2011 average 
of 150 if the momentum is sustained. 

On the other hand, imports to the country were 
mostly composed of maize (excluding seed), 
diesel, other motor vehicles with spark ignition 
engine and petroleum oils (excluding crude being 
unleaded petrol). The major export destinations for 
August were South Africa, Mozambique and Italy, 
while the country’s imports were mostly from 
South Africa, Zambia and the United Kingdom. 
There is need for the Zimbabwean exporters to try 
and diversify their export markets rather than over 
dependence on the South African market. Major 
shocks in South Africa, such as the current labour 
unrest, can adversely affect Zimbabwean exports 
to that country.
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Figure	12.	ZSE	Industrial	and	Mining	Indices

Source: Zimbabwe Stock Exchange

On a positive note, market capitalisation recorded 
its highest level in September this year, closing 
the month at $3.82 billion, up from $3.49 
billion in January 2011. This was on the back of 

some improvements in both the industrial and 
mining indices. Table 7 below summarises the 
developments on the stock market.

Table	7.	Summary	of	ZSE	Statistics

Sep-11 Sep-12 Percentage	Change

Turnover (US$) 34,941,966.3 30,227,959.9 -13.5

Turnover Volume 304,267,567.0 287,783,033.0 -5.4

ZSE Commission (US$) 69,883.9 60,455.9 -13.5

Foreign Bought (US$) 7,344,876.4 20,564,713.1 180.0

Foreign Sold (US$) 9,064,808.9 6,029,863.5 -33.50

Foreign Number of Shares Bought 36,737,905.0 153,834,597.0 318.7

Foreign Number of Shares Sold 50,087,622.0 188,875,694.0 277.1

Market Capitalization (US$) 3,984,472,364.0 3,822,796,278.0 -4.1

Source: Zimbabwe Stock Exchange

The value of shares bought by foreigners increased 
by 180 percent. Such a development may have 
been a result of an improvement in the perception 
of the investment climate in Zimbabwe.

According to the Securities Exchange Commission 
of Zimbabwe (SECZ), demutualisation process of 
the Zimbabwe Stock Exchange (ZSE) is on course. 
A financial consultant was hired to facilitate the 
process. Demutualisation is expected, among other 
things, to reduce conflict of interest by separating 
ownership, trading rights and management of 
the exchange and make it easier to raise capital 
and to quicken decision-making. Conditions 
for successful demutualisation include, among 

others, a sufficiently liberalised financial market 
that enables the exchange to explore and expand 
opportunities across borders, policy consistency 
and macroeconomic stability to uphold investor 
and issuer confidence and a large investor base 
that ensures financial viability of the demutualised 
exchange. 

Brainwork’s Capital Management Limited 
is understood to have applied for a license 
to establish a stock exchange (Harare Stock 
Exchange). The Ministry of Youth Development, 
Indigenisation and Empowerment also announced 
its plans to establish an Indigenisation Stock 
Exchange. The Ministry of State Enterprises and 
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Parastatals also announced that it has plans to 
establish an equities market for parastatals. These 
developments suggest that the ZSE is not flexible 
enough to accommodate different interests of the 
stakeholders. A proliferation of stock markets 
under tight liquidity conditions is not advisable 
as it may lead to viability challenges. Moreover, 
a low investor base such as the one obtaining in 
the country due to low average incomes may 
not support the planned stock exchanges. In this 
regard, there may be need to revitalize the existing 
stock exchange while focusing on the new ideas. 

4.	 CORPORATE	SECTOR	
DEVELOPMENTS

In August 2012, the National Bakers’ Asso ciation 
of Zimbabwe indicated that its members intended 
to increase the price of bread from US$1 per loaf 
to US$1.20 to absorb the rise in the cost of flour 
which was making the baking industry unviable. 
The same month also marked the period when the 
increase in customs duty on wheat flour (from 5 
percent to 20 percent) took effect. 

As a way of trying to strike the balance, the 2012 
Mid-Term Budget Review Statement provided 
that the baking industry would partially be exempt 
from the full cost of the tariff review by being 
allowed to continue to import 25 percent of their 
wheat flour requirements (which amounts to about 
3,000 metric tons per month) at the rate of duty 
of 5 percent which prevailed then. However, 
to be entitled to this benefit, licences issued by 
the Ministry of Agriculture, Mechanisation and 
Irrigation Development would have to be produced 
by the importing companies.

The decision to increase the duty could be attributed 
to the latest developments where the bread making 
industry is feeling viability pressure. The situation 
could have developed due to several reasons. 
Firstly, the capacity of the local milling industry 
to meet national flour demand could have been 
overestimated when the measures were introduced. 
Like all other industries, hyperinflation resulted 
in either the installed plants not being optimally 
utilised due to various operation challenges, 
or the plants becoming dilapidated, calling for 
significant re-investment in new technology or 
complete overhaul. Expecting local firms to take 
advantage of the duty to become more competitive 
in supplying flour under these conditions might be 
difficult. Secondly, the decision to allow only 25 

percent of the flour requirements to be imported at 
5 percent duty could have seen such imports being 
inadequate to meet requirements. This would result 
in more flour over and above the exempted 25 
percent being imported at 20 percent duty. Thirdly, 
the requirement that only those firms that have 
been licensed by the Ministry of Agriculture can 
benefit could have created a cumbersome process 
that many firms are finding difficult to follow, 
given the high level of bureaucracy in government. 

It is apparent that the current policy response of 
increasing flour imports to 20 percent needs to be 
reviewed to correct the recent developments. There 
is need for reflection by all stakeholders to come 
up with a more properly informed policy response 
that does not result in inflationary pressures. This 
reflection should see the capacity of the local 
flour milling industry being carefully assessed to 
ensure that there is no significant time lag between 
the creation of incentives for the industry to grow 
and its response in grabbing the incentives. The 
recent disclosure by the Minister of Industry and 
Commerce that there is a meeting of stakeholders in 
the baking and milling industry scheduled to discuss 
this development is a welcome move. Protection of 
an industry that is severely handicapped may result 
in some inflationary pressures. 

5.	 POLITICAL	AND	
GOVERNANCE	ISSUES	

Following the completion of the Draft Constitution 
on 17 July 2012, and the ensuing deliberations of 
the draft Law by the respective political parties, 
an agreement was reached on the holding of 
the Second All Stakeholder Conference. The 
Conference, which is set to provide a platform 
for all stakeholders to discuss the draft Law, was 
therefore tentatively scheduled for end October 
2012. Hosting of the All Stakeholder Conference 
paves the way for the referendum and a general 
election.

6.	 OTHER	TOPICAL		
ISSUES	

The	National	Energy	Policy	Launched

The Government launched the National Energy 
Policy which identifies the key challenges in the 
exploitation, distribution and utilization of the 
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different energy resources in the country. It also 
provides a detailed roadmap on how to address 
the challenges. The country has not had a clear 
energy policy since 1980. The new policy sets a 
target of 10,000 megawatts (MW) of installed 
capacity by 2040 through the implementation of 
several power generation projects. Amongst these 
are hydro power projects which include expansion 
of 800 MW at the Batoka Gorge hydro power 
station by 2020, a 300 MW at the Kariba South 
hydroelectric power station by 2016 and other 
smaller hydropower plants. The document also 
outlines the role of independent power producers, 
public-private partnerships and joint ventures in 
the expansion of electricity capacity. It also takes 

into account other alternative sources of energy 
such as renewable-energy technologies.

ZESA	NamPower	deal	extended

NamPower of Namibia has extended its power 
supply deal with the Zimbabwe Power Company 
(ZPC), a subsidiary of ZESA for another year. 
The extension is to ensure that Zimbabwe delivers 
a shortfall of 150 MW of power per day to be 
supplied for one year. The power deal was reached 
when NamPower made available US$40 million 
funding towards the refurbishment of the Hwange 
station. In return ZPC was supposed to deliver 150 
MW of power daily to NamPower for five years.


