
1.	 INTERNATIONAL	COMMODITY	
PRICE	DEVELOPMENTS	

1.1	 Precious	Metals

Prices of precious metals were generally on an upward trend in the month 
of August 2013. The price of gold rose from USD 1,298 per ounce on 
2 August 2013 to close the month at USD 1,394 (Table 1). The price 
of platinum increased from USD 1,431 per ounce to USD 1,539 before 
declining to close the month at USD 1,513 per ounce.

Table	1.	International	Commodity	Prices

Date
Gold Platinum Brent	

Crude	Oil
USD/oz USD/oz USD/barrel

2-Aug-2013 1,298 1,431 109
9-Aug-2013 1,307 1,490 107

16-Aug-2013 1,365 1,521 110
23-Aug-2013 1,376 1,539 110
30-Aug-2013 1,394 1,513 115

Sources: Bloomberg and Reuters

The factors that contributed to the strengthening of precious metal prices 
for both gold and platinum in August include:

• The geopolitical concerns around the Syrian crisis increased the prices 
of precious metals, as investors responded by selling equities and 
placing their money into safe haven commodities. The positive impact 
on the gold price was especially high compared to platinum.

• The appreciation of the euro, Japanese yen and the Canadian dollar 
against the USD.

• The Federal Open Market Committee's pledge to keep its low rates 
until mid-2015.

The revised USA gross domestic product (GDP) growth from the initial 
estimate of 1.7 percent in July to 2.5 percent in August and the minutes 
of the Federal Open Market Committee meeting, which did not reveal 
anything new regarding the tapering of the Fed's quantitative easing 
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policy, prevented further increases in the prices 
of precious metals. The depreciation of the Indian 
rupee contributed to the undermining of the gold 
price by reducing demand for gold since India is 
among the gold importers. The relative calmness 
in South African platinum industrial relations in 
August contributed to the softening of platinum 
prices.

1.2	 Brent	Crude	Oil

The Brent crude oil price increased notably in 
the month of August from USD 109 per barrel 
to USD 115 per barrel as at 30 August 2013. The 
rising geopolitical tensions improved crude oil 
demand, and tightening supply supported the 
bullish mode, as did the lower supplies from some 
producers in North and West Africa and the Middle 
East. Summer maintenance in the North Sea also 
tightened the supply of crudes. Furthermore, the 
improving US economy, sporadic recovery in the 
Euro zone and higher Chinese oil demand figures 

for July also increased momentum in the crude oil 
price. The Organization of the Petroleum Exporting 
Countries reference basket averaged USD 107.52 
per barrel.

1.3	 Maize	and	Wheat

Global maize export prices traded lower in the 
month of August 2013 compared to the same 
period in 2012, when maize was trading at higher 
prices due to tight supplies following the drought 
in the US. The price of maize in August 2013 
declined from USD 243 per tonne to USD 222 on 
August 16 before rising to close the month trading 
at USD 234 per tonne (Table 2). The maize price 
was affected by the expected 20 percent increase in 
global output, following improved yields in the US 
and Paraguay. The bumper crop harvesting under 
way in Brazil has also been putting pressure on the 
maize price. Furthermore, the raised expectations 
of a record USA crop owing to favorable summer 
weather weighed in on the maize price.

Table	2.	Maize	and	Wheat	Prices	(USA)	FOB	and	Gulf,	August	2013

Province
Maize	(USA),	FOB,	Gulf Hard	Red	Winter	(USA),	FOB,	Gulf

USD/tonne USD/tonne
2-Aug-2013 243 318
9-Aug-2013 231 313

16-Aug-2013 222 314
23-Aug-2013 239 315
30-Aug-2013 234 313

Source: International Grain Council

The price of hard red winter wheat declined from 
USD 318 per tonne as at 2 August to close the month 
trading at USD 313 per tonne. The price of wheat 
was lower in August 2013, owing to the expected 
record global production for the 2013/2014 season. 
The world wheat crop is projected to increase by 
4 million tonnes to 691 million with increases 
expected from the US, Canada, the European 
Union, Kazakhstan and the Ukraine.

2.	 MACROECONOMIC	
DEVELOPMENTS

The 2013 mid-year National Budget Statement 
indicated that the economy exhibited signs of 
growth slow-down, with GDP revised downwards 
from the initial projected growth of 5 percent to 3.4 
percent in 2013. Factors underpinning the slowdown 

in economic activity include the poor rainy season, 
lack of long-term finance and falling international 
mineral prices, against rising production costs. 
Projected broad money supply for 2013 was also 
revised downwards from the initial USD 4,473 to 
USD 4,416. The revision was necessary, given for 
instance the run on bank deposits in the run-up to 
elections. The IMF Staff Monitored Program is 
expected to guide the implementation of macro-
economic policy in the remaining half of 2013 
and 2014. Full implementation of this program is 
likely to reduce the level of indebtedness of the 
Zimbabwean economy and unlock new inflows 
of development finance. Among other things to be 
done under the Staff Monitored Program are:

• fiscal consolidation, 

• strengthening of public financial management, 
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• improvement in transparency in revenue 
collection in the mining sector and

• reform of tax policy and administration.

2.1	 Agricultural	Sector	Developments

2.1.1	Tobacco	Sales

As at 27 August 2013, tobacco sales stood at 166.2 
million kilograms, with farmers racking in a total of 
USD 611.3 million in revenue at an average price 
of USD 3.68/kg. This is a marked improvement 
from the 143.6 million kilograms of tobacco that 
was sold over the same time last year, for USD 
525.4 million. This season, tobacco was planted 
on 88,627 hectares at a yield of 1,852 kilogram/
hectare. The yield was, however, varied among 
the different types of tobacco farmers. These 
farmers are classified as A21, A12, communal and 
small-scale commercial. While A1 and communal 
farmers cumulatively constitute about 82 percent 
of all the tobacco growers in the country, they 
attained the lowest yield of 1,468 kilograms/
hectare and 1,583 kilograms/hectare, respectively. 
This compares unfavorably with A2 farmers and 
the small-scale commercial farmers, who attained 
a yield of 2,280 kilograms/hectare and 3,518 
kilograms/hectare, respectively. Intensifying 
training on crop husbandry and extension services 
to address production challenges of these A1 and 
communal farmers will assist in increasing their 
productivity. However, Government initiatives to 
support these farmers by providing inputs such 
as fertilizer, seed and technical expertise need to 
be approached in a way that builds the farmers’ 
capacity to become self-reliant and ensures the 
program’s sustainability. In this way, farmers will 
become less dependent on Government resources.

2.1.2	Food	Security

There is inadequate cereal to feed both people and 
livestock as the national strategic grain reserves 
have been depleted. Most farmers did not harvest 
enough food owing to the drought spell. The 
Second Round Crop and Livestock Assessment 
Report from the Ministry of Agriculture projected 
maize production at 798,600 metric tonnes in the 

2012/2013 cropping season against the national 
requirement of 1.8 million metric tonnes. Of the 
150,000 metric tonnes the Government is expecting 
from Zambia, the Food Reserve Agency of Zambia 
has confirmed that only 12,000 metric tonnes 
have been dispatched and the balance will be sent 
by the end of the year. This leaves Zimbabwe 
with a huge food deficit for human consumption. 
Moving forward, Government needs to support 
the development/rehabilitation of the country’s 
irrigation infrastructure as a means of mitigating 
the effects of drought. 

A report from the meeting of the Stock Feed 
Manufacturers Association, held on the 4th of 
September 2013, revealed that there is a critical 
shortage of livestock feeds in the country, and 
stock feed manufacturers are left with no option 
but to import stock feed. The association is 
lobbying Government to get permission to import 
genetically modified maize from South Africa, as 
this will be slightly cheaper with landing costs 
standing at USD 317/metric tonne in Bulawayo 
and USD 340/metric tonne in Harare. Local 
crops are declining, both in terms of volume and 
quality, with price ranges from USD 340/metric 
tonne to USD 360/metric tonne. The current 
challenges can be resolved in the coming season 
if production of cereals receives adequate support 
from both Government and private firms (on a 
contract farming basis). It remains necessary for 
Government to prioritize increased investment – 
by resuscitating irrigation schemes and availing 
credit facilities and intensified extension services 
– to revive the once agriculture vibrant sector that 
could feed not only Zimbabwe but also a number 
of other countries in Southern Africa.

2.1.3	Harare	Agricultural	Show

President Robert Mugabe officially opened the 
103rd annual Harare Agricultural Show, which 
was held from 22 to 30 August. The theme of the 
show was ‘environmental, entrepreneurial and 
educational development’. The environmental 
component was meant to emphasize environmental 
awareness, conversation and the drive toward a 
green economy. The entrepreneurial component 
focused on agro-business development, innovation 

1 A2 farmers produce on large commercial farms ranging from 15 to 2,000 hectares depending on the region.
2 A1 farmers produce on small-scale subsistence farms averaging 6 to 15 hectares depending on the region.
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and generation of new technologies as well as 
on support for small and medium enterprises. 
The educational development component aimed 
to disseminate information and technologies to 
farmers and the general public. The show provided 
a platform for farmers to find new markets for 
their products, create networks and showcase the 
different products and services from industries 
that have backward and forward linkages with 
the agricultural sector. Companies from Ghana, 
the Democratic Republic of the Congo (DRC), 
South Africa, Zambia, Israel and Italy took part. 
Attendance increased to 150,009 in 2013, up 
from 146,000 in 2012. This year’s show saw 536 
livestock entries as compared to 326 in 2012. All 
the exhibition stands, more than 1,000 of them, 

were occupied. Higher exposure will increase the 
farmer-exhibitors’ market opportunities. 

2.2	 Mining	Sector	Developments

2.2.1	Gold	Deliveries

Total gold deliveries decreased by 11.77 percent, 
from 1,189.28 kilograms in July 2013 to 1,049.30 
kilograms in August 2013 (Figure 1). Primary 
producer deliveries declined by 4.72 percent to 
895.13 kilograms from 934.06 in July 2013 while 
deliveries by small-scale producers declined by 
39.60 percent to 154.17 kg in August 2013 from 
255.22 kg in July 2013.

Figure	1.	Total	Gold	Deliveries	(Kilograms)

Source: Fidelity Printers and Refiners

On a year-on-year basis, total gold deliveries 
declined by 12.55 percent to 1,049.30 kg in 
August 2013 from 1,199.92 in August 2012. 
Primary producers’ deliveries declined by 9.62 
percent, from 990.36 kilograms in August 2012 
to 895.13 kilograms in August 2013, while small-
scale producers’ deliveries declined by 26.43 
percent from 209.56 kilograms in August 2012 
to 154.17 kilograms in August 2013. The decline 
in gold deliveries could be attributed to the low 
international gold prices, which fell to as low as 
USD 1,197 per ounce as at 28 June 2013 from USD 
1,670 per ounce in January 2013. Gold producers 
have been incurring higher costs of production 
leading to viability problems, despite the slow 
recovery in the gold price in the month of August 
2013; the price rose from USD 1,319 per ounce as 
at 1 August 2013 to USD 1,394 as at 30 August 
2013. 

2.2.2	Other	Mining	Sector	
Developments

Mwana Africa, a pan-African multi-commodity 
mining and development company that owns 76.5 
percent and 85 percent shares in Zimbabwe’s 
Bindura Nickel Company and the Freda Rebecca 
Gold Mine respectively, announced on 5 September 
2013 that it has raised approximately USD 3.2 
million through a subscription of 130,254,717 
new ordinary shares by existing shareholders of 
the company. China Mining Group Corporation 
subscribed for 45,271,457 and Mr Ning Yat Hoi for 
the remaining 84,983,260. The subscribed shares 
represent 11.7 percent of the company’s existing 
issued share capital. The company urgently 
required further funding to improve working 
capital flows against falling commodity prices. In 
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addition, the company also announced that it has 
successfully re-built and re-commissioned one of 
its tanks, Tank 3, which had been damaged in the 
leach tank accident, reported in February 2013.

Meanwhile, New Dawn Mining announced on 30 
August 2013 that due to the substantial fall in the 
gold price and operational problems at the mine, 
its 84.7 percent owned Zimbabwean operating 
subsidiary Falcon Gold Zimbabwe Limited has 
shut down Dalny Mine in the Kadoma region with 
effect from 30 August 2013. The mine has also used 
delays in reaching agreement with Government 
over its indigenization compliance plans to explain 
the closure. The Dalny mine produced 2,762 ounces 
of gold in the quarter ended 30 June 2013 and 
employed approximately 900 people in Zimbabwe.

2.3	 Inflation	Developments	

Annual inflation increased from 1.25 percent in 
July 2013 to 1.28 percent in August 2013 (Figure 
2). Annual food & non-alcoholic beverage inflation 
stood at 0.94 percent while non-food inflation 
stood at 1.44 percent. The marginal increase in 

annual inflation in August 2013 was underpinned 
by the increase in the prices of transport (5.04 
percent); alcoholic beverages and tobacco (4.44 
percent); housing, water, electricity, gas and other 
fuels (3.04 percent); and health (2.79 percent). 
Factors underpinning the increase in prices in these 
commodity categories include speculative retail 
activities following the outcome of the harmonized 
31 July elections and medical specialists’ illegal 
tariff increase while they await Government 
decision on the tariff consultations. On the other 
hand, communication (-13.57 percent); recreation 
and culture (-0.70 percent); furniture and equipment 
(-0.39 percent); and furniture, house equipment 
and routine maintenance (-0.20) exerted downward 
pressure on annual inflation. The decline in the 
price of communication was mainly due to the 
two largest mobile network operators’ (Econet and 
Telecel) promotional activities, which saw prices 
being slashed by more than 40 percent in some 
instances. The decline in the price of recreational 
services and household items was a result of 
constrained demand, as retailers could not extend 
credit facilities to households due to the liquidity 
crisis in the market.

Figure	2.	Inflation	Developments

Source: ZIMSTAT

Month-on-month inflation, which stood at -0.38 
in July 2013, registered -0.15 percent in August 
2013. Month-on-month food and non-alcoholic 
beverages stood at -0.90 percent, while non-
food inflation stood at 0.23 percent. Factors 
underpinning the increase in month-on-month 
inflation in August 2013 include restaurants and 
hotels (0.97 percent); housing, water, electricity, 
gas and other fuels (0.79 percent); and health 

(0.29 percent), while alcoholic beverages and 
tobacco (-0.42 percent); miscellaneous goods and 
services (-0.43 percent); clothing and footwear 
(-0.34 percent); and furniture and equipment (-0.27 
percent) exerted downward pressure on month-on-
month inflation. Speculative activities following 
negative sentiments in the market after the outcome 
of the July 31 harmonized elections were the main 
drivers of most of the August price increases. 
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2.4	 Interest	Rate	Developments

Commercial bank weighted average lending rates 
for both individuals and corporates firmed from 
their June 2013 levels of 14.29 percent and 9.46 
percent, to 14.39 percent and 9.65 percent in July 
2013, respectively. Over the same period, merchant 
bank weighted average lending rates for corporates 
also firmed from 16.89 to 16.97 percent. However, 

merchant bank weighted average lending rates for 
individuals softened from 17.78 to 17.70 percent 
over the same period (Table 3). The increase in the 
average lending rates has negative implications 
for borrowers, most of who are already failing to 
service their loans. The firming of interest rates 
generally increases the cost of capital, which is 
unfavorable for the productive sectors. 

Table	3:	Interest	Rate	Levels	(Annual	Percentages)

End
Period

Commercial	Banks	Lending	Rates Merchant	Banks	Lending	Rates
3-Month	
Deposit	
Rate

Savings	
Deposit		
Rate

Nominal
Rate

Weighted	Average Nominal
Rate

Weighted	Average

Individuals Corporates Individuals Corporates

Jul-12 6.00-35.00 14.32 10.88 15.00-30.00 17.92 13.93 5-20.00 0.00-12.00

Aug-12 6.00-35.00 15.65 10.74 15.00-30.00 17.94 13.95 5-20.00 0.00-12.00

Sep-12 6.00-35.00 13.25 11.14 15.00-30.00 17.98 13.92 5-20.00 0.00-12.00

Oct-12 6.00-35.00 13.35 11.03 13.00-30.00 17.98 13.95 5-20.00 0.00-12.00

Nov-12 6.00-35.00 15.25 10.88 13.00-25.00 17.91 14.42 4-20.00 0.15-8.00

Dec-12 10.00-35.00 15.08 10.4 15.00-25.00 17.93 14.43 4-20.00 0.15-8.00

Jan-13 10.00-35.00 15.58 10.81 13.00-25.00 17.96 14.42 4-20.00 0.15-8.00

Feb-13 10.00-35.00 14.83 10.53 13.00-25.00 17.93 14.36 4-20.00 0.15-8.00

Mar-13 6.00-35.00 14.32 10.19 14.00-25.00 17.8 14.35 4-20.00 0.15-8.00

Apr-13 3.00-35.00 14.58 9.66 14.00-25.00 17.77 14.35 4-20.00 0.15-8.00

May-13 9.00-35.00 14.25 9.89 13.00-23.00 17.66 17.02 4-20.00 0.15-8.00

Jun-13 9.00-35.00 14.29 9.46 15.00-22.50 17.78 16.89 4-20.00 0.15-8.00

Jul-13 6.00-35.00 14.39 9.65 15.00-28.00 17.7 16.97 3-20.00 0.15-8.00

Average 	 14.55 10.40 	 17.87 14.84

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The range in commercial bank savings rates for 
July 2013 has remained within the November 
2012 range of 0.15 to 8 percent. However, the 
three-month deposit rate range changed from 4 to 
20 percent in June 2013 to 3 to 20 percent in July 
2013.

In general, interest rates have not changed 
significantly, despite the signing of a memorandum 
of understanding between the Reserve Bank of 
Zimbabwe and banks. The wide range in interest 
rates across the banks conceals any possible 
changes within the old ranges, which is a reporting 
challenge associated with the interest rate data; 
the interest rate data do not show the within-range 
changes.

2.5	 Banking	Sector	and	
Monetary	Developments

Annual growth in broad money supply (M3), 
defined as total banking sector deposits (net of 
inter-bank deposits), declined from 27.2 percent 
in July 2012 to 4.3 percent in July 2013 (Figure 
3). On a month-on-month basis, M3 increased 
marginally from -4.5 percent in June 2013 to 0.4 
percent in July 2013.
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In July 2013, annual total banking sector deposits 
increased to USD 3.85 billion from USD 3.70 billion 
in July 2012 (Figure 4). On a month-on-month basis, 

Figure	3.	Monetary	Developments	(M3)

Source: Reserve Bank of Zimbabwe Monthly Economic Review

total banking sector deposits increased marginally 
from USD 3.84 billion in June 2013 to USD 3.85 
billion in July 2013. 

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

Source: Reserve Bank of Zimbabwe Monthly Economic Review

In July 2013, demand deposits and savings and 
short-term deposits increased by 2.47 percent 
and 3.18 percent, respectively (Table 4). Over 

the same period, long-term deposits declined by 
12.96 percent. The decline in long-term deposits 
is unfavorable, given the need for long-term loans. 

Table	4.	Composition	of	Total	Banking	Sector	Deposits	(USD	billion)

Type	of	Deposit May-13 Jun-13 Jul-13

Monthly	
Increase	
(absolute)	
USD	billion	

Monthly	
Increase	
(percent)

Demand deposits 2.05 1.99 2.04 0.05 2.47
Savings and short-term deposits 1.3 1.28 1.33 0.04 3.18
Long-term deposits 0.68 0.56 0.49 -0.07 -12.96
Total	deposits	 4.02 3.84 3.85 0.02 0.44

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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As at July 2013, the composition of total bank 
deposits was as follows (Figure 5): demand 
deposits (52.88 percent), savings and short-term 

deposits (34.37 percent) and long-term deposits 
(12.75 percent).

Figure	5.	Composition	of	Total	Banking	Sector	Deposits	
(Percent	of	Total	Deposits)	in	July	2013

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The loan-to-deposit ratio – calculated on the 
basis of total bank deposits, as well as external 
and domestic sources of funding – decreased 
marginally from 95.5 percent in June 2013 to 95.3 
percent in July 2013 (Figure 6). The 95.3 percent 

ratio in July 2013 compares to 87.5 percent in July 
2012, which is a significant increase. However, 
banks still need to lend cautiously, given the high 
level of non-performing loans, which is well above 
the recommended threshold of 5 percent. 

Figure	6.	Loan-to-Deposit	Ratio

Source: Reserve Bank of Zimbabwe Monthly Economic Review

As of July 2013, bank credit to the private sector 
was distributed as follows (Figure 7): loans and 
advances (84.6 percent), mortgages (8.5 percent), 

bills discounted (3.5 percent), other investments (2 
percent) and bankers’ acceptances (1.5 percent).
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Figure	7.	Distribution	of	Bank	Credit	to	the	Private	Sector	in	July	2013

Source: Reserve Bank of Zimbabwe

The distribution of bank loans and advances 
to the private sector was as follows (Figure 8): 
manufacturing (19.4 percent), individuals (18.5 
percent), agriculture (17.3 percent), distribution 
(16.6 percent), services (13.1 percent), other 
sectors (8.3 percent) and mining (6.8 percent). 
More loans to the manufacturing and agriculture 
sectors are welcome, since these sectors are the 

main contributors to formal employment and GDP 
in Zimbabwe. However, it is not encouraging that 
individuals, who mainly borrow for consumptive 
purposes, are getting a larger share than most of the 
productive sectors. But it is also important to note 
that some individuals actually borrow to finance 
their small businesses, which are considered 
productive. 

Figure	8.	Sectoral	Distribution	of	Outstanding	Banking	
Sector	Loans	and	Advances	in	July	2013

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Bank loans to individuals have remained 
proportionately high. This indicates banks’ 
preference for individual borrowers as opposed to 
corporates. One of the reasons underpinning this 
tendency is the banks’ need to spread their risk. 

On an annual basis, all payment systems recorded 
an increase in the value of transactions. On a 
month-on-month basis, all payment systems also 
recorded an increase in the value of transactions in 
July 2013, compared to June 2013 (Table 5). This 
indicates an increase in transacting activities.
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Table	5.	National	Payment	Systems	

Month ZETSS	 Cheque	 Card Mobile	and	Internet	
12-Jul 3,321.00 6.7 169.1 135.6
12-Aug 3,417.30 6.1 218.4 98.3
12-Sep 3,043.20 5.6 235.5 149.2
12-Oct 3,630.70 6.6 232.9 196.9
12-Nov 3,526.00 5.9 240.8 197.3
12-Dec 3,584.70 5 308.9 220.3
13-Jan 3,563.80 5.2 254.4 205.2
13-Feb 2,968.00 5.5 260.5 199.3
13-Mar 3,340.00 15.2 312.4 220.6
13-Apr 3,535.60 16.6 328.2 283.6
13-May 3,915.30 15.4 332.6 364
13-Jun 3,544.30 5.9 298.4 266.7
13-Jul 3,955.50 12.3 334 303.2
Average	 3,488.10 8.6 271.2 218.5

Source: RBZ

2.6	 Other	Financial	Sector	
Developments	

Players in the financial sector await the 
announcement of the Mid-Term Monetary Policy 
Statement, which was delayed by the general 
elections. The announcement is critical for 
planning and strategizing. Market players expect 
further confirmation of monetary authorities’ 
media statements regarding the tenure of the multi-
currency system in Zimbabwe. The public also 
expects the central bank to make an announcement 
on interest rate developments since the signing 
of the memorandum of understanding on interest 
rates between banks and the central bank.

The public welcomed political and monetary 
authorities’ recent media statements indicating 
that there are currently no plans to reintroduce 
the Zimbabwe dollar after elections. Uncertainty 
regarding the tenure of the multicurrency system 
gave rise to speculations that induced panic 
withdrawals in the run-up to elections.

The official policy position is that the multicurrency 
system will remain until 2015. In this regard, debate 
on the currency regime beyond 2015 is expected 
to gather momentum as the date approaches and 
conditions in the economy improve to warrant any 
consideration of a new currency. Given the painful 
experiences and losses encountered during the 
transition to the multi-currency system, the public 
seems still not to be at ease with debating a new 

currency regime. The confidence in the financial 
system still needs to be nurtured to ensure growth 
in deposits, which is critical to address the liquidity 
challenges currently facing the economy. 

2.7	 Fiscal	Developments

2.7.1	Revenue	Outturn

Government revenue outturn for July 2013 
amounted to USD 323.03 million, thereby bringing 
the cumulative total for the seven months to USD 
2.131 billion (Figure 9). June had the highest 
revenue outturn, of USD 395.24 million, which was 
29.84 percent above the 2013 monthly average of 
USD 304.41 million, reflecting half year corporate 
tax payments. The cumulative revenue collections 
to July 2013 were 14.9 percent higher than the 
same period in 2012. Increases in tax revenues (by 
9.76 percent, from USD 1.743 billion to USD 1.914 
billion, as at end-July 2013) mainly underpinned 
the higher cumulative revenue collections seen 
in July 2013. Increased tax revenues were also a 
reflection of a positive yield from the March 2013 
increase in excise duty on fuel from USD 0.20 
to USD 0.25 and from USD 0.25 cents to USD 
0.30 per liter of diesel and petrol, respectively. 
Furthermore, non-tax revenues also increased 
from USD 111.03 million to USD 217.17 million, 
mainly on the back of the renewal of mobile phone 
operators’ licenses.
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Figure	9.	Fiscal	Developments	from	January	to	July	2013

Source: Ministry of Finance, 2013

3 Ministry of Finance – Mid Term Fiscal Policy Statement, June 2013

2.7.2	Expenditure	Outturn

Total expenditure for July 2013 amounted to 
USD 397.73 million. Against a revenue outturn of 
USD 323.03 million, the Government incurred a 
primary deficit of USD 74.40 million (Figure 1). 
Cumulative expenditure to July 2013 amounted 
to USD 2.181 billion, resulting in a cumulative 
deficit of USD 49.66 million. Amounting to USD 
101.44 million at the end of June 2013,3 domestic 
arrears are the main factor financing the deficit. 
The Government expenditure mix remains short 
term and highly consumptive, with recurrent 
expenditures accounting for 93.12 percent of 
total expenditures at USD 2.031 billion. Capital 
expenditures amounted to USD 142.72 million or 
just 6.88 percent of the total expenditures against 
the average target of 13.55 percent in the 2013 
National Budget. Enhancing Zimbabwe’s overall 
budget productivity will require significant scaling 
up of finance for essential infrastructure and social 
services, while at the same time downsizing the 
non-productive recurrent expenditures.

2.8	 External	Sector	Developments

During the first seven months of the year, the 
country continued to witness a widening trade 
deficit. The trend is a result of an economy that is 
struggling to export at a time when economic agents 

are importing heavily. During the period spanning 
January to July 2013, total imports of about USD 
4.5 billion were recorded, while exports were only 
about USD 1.8 billion for the same period. Imports 
generally outperformed exports for the whole 
period under review (Figure 10), a situation that 
has resulted in a widening trade deficit compared 
to the same period in 2012. The overall trade deficit 
increased by about 41 percent in 2013 compared to 
the same period in 2012, which shows a continuous 
outflow of resources. This situation does not augur 
well with an economy that is desperate for an 
improvement in its liquidity position.

If the trend has to be slowed down, either exports 
have to increase at a rate that is far higher than 
imports or imports have to decline to levels that 
are below the increase in the exports. This is not 
likely to happen soon if the growth rates that have 
been witnessed during the period under review are 
anything to go by (Figure 10). While imports were 
generally showing a positive trend, exports were 
actually declining compared to the same period in 
2012. As a result, cumulative imports increased by 
about 18.8 percent during the period under review, 
while exports decreased by about 3.4 percent. 
Policy incentives that encourage exports could 
thus bring positive changes to these trends.
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Figure	10.	Imports,	Exports	and	Trade	Deficit	for	January	to	July	2013

Source: ZIMSTAT

Figure	11.	Growth	Rates,	Imports	and	Exports	in	2013	Compared	to	2012

Source: ZIMSTAT

Among the key drivers for imports during the 
period were fertilizers, constituting about 15.2 
percent; fuel (petrol, diesel, aviation spirit and jet 
fuel), which constituted about 17.4 percent; and 
motor vehicles (including lorries and construction 
trucks), which constituted about 8 percent of the 
total imports. On the other hand, unprocessed 
agriculture and mining products are the main 
drivers of exports, which reveals some scope for 
value addition industries to increase export values. 

2.9	 Tourism	Sector	Development

The Zimbabwe Tourism Authority’s first-half 
report for 2013 shows a 12 percent increase in 
tourism arrivals, from 767,393 arrivals received 
during the first half of 2012 to 859,995 arrivals 

over the same period in 2013. A breakdown of this 
would reveal that the African market contributed 
the largest number of visits with 749,301 arrivals 
followed by Europe with 51,449 arrivals, while 
the Oceania market contributed the least, with 
8,694 tourist arrivals. This improved performance 
is attributed to the improved destination image, 
increasing regional trade as well as the improved 
air connectivity following the licensing of 
international airlines and Air Zimbabwe resuming 
its operations. Over the same period, hotel room 
occupancy increased from 39 percent in 2012 to 41 
percent in 2013.

This also comes on the back of Zimbabwe’s 
successful co-hosting (with Zambia) of the 20th 

United Nations World Tourism Organization’s 
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(UNWTO) general assembly. Delegations from the 
120 UNWTO member states at the 20th session of 
the UNWTO general assembly shared experiences 
on air transport policies in their respective countries 
and called for measures and initiatives to increase 
connectivity. The general assembly identified 
connectivity as one of its policy priorities alongside 
visa facilitation and fair taxation and will work 
with the International Civil Aviation Organization 
on advancing these issues as well as those related 
to addressing climate change, the modernization 
of aviation regulations and the development of 
convergent rules for travellers and enterprise 
protection. Taleb Rifai of Jordan was re-elected to 
the position of UNWTO secretary general for the 
second term, while Zimbabwe was elected to chair 
the UNWTO Commission for Africa for the next 
two years. Uganda and Senegal have been selected 
to lead the commission as vice chairs.

Globally, the UNWTO’s 2012 report on world 
tourism showed that world tourist arrivals reached 
a record high of 1,035 million in 2012, up from 
995 million tourist arrivals in 2011. World tourism 
receipts also grew by 4 percent in 2012 reaching 
a record high of USD 1,075 billion, up from USD 
1,042 billion recorded in 2011. China was topping 
the tourist spending ranks. In 2012 Chinese 
travellers spent a record high of USD 102 billion, 
up from the USD 72 billion they spent in 2011. 
This increase can directly be attributed to rising 
disposable income, the relaxation of restrictions 
on foreign travel and an appreciating currency. 
Following in China’s footsteps in terms of tourist 
spending are Germany (USD 84 billion), the US 

(USD 83 billion) and the United Kingdom (USD52 
billion), among other countries.

The UNWTO estimated that international tourist 
arrivals are to increase by an average of 3.3 percent 
per year until 2030. Stronger growth is expected in 
Asia and the Pacific, where arrivals are expected 
to grow by 4.9 percent per year; the Middle East 
and Africa are expected to more than double their 
arrivals in the same period. Europe and America are 
expected to grow slower compared to other regions.

3.	 STOCK	MARKET	
DEVELOPMENTS

In August, the industrial and mining indices 
declined significantly. The industrial index opened 
trading at an all-time high of 233.18, before 
losing 51.51 points to close the month at 181.67 
(Figure 12). The mining index opened the month 
at 66.77 and declined by 18.04 points to close at 
48.73 (Figure 12). The same period also saw the 
mining index breaking its all-time low on the 28th 
of August 2013, when it traded at 47.43. Market 
capitalization, which had reached USD 6 billion in 
July 2013, lost 22.03 percent to fall to USD 4.68 
billion in August 2013.

Despite the poor performance of the stock market, 
foreign buyers cashed in on the discounted shares 
as both the volume and value of shares bought by 
foreigners increased by 272.69 percent and 87.20 
percent respectively in August 2013 compared to 
July 2013. For the same period, the volume and value 
of shares disposed by foreign investors increased by 
187.09 percent and 87.79 percent, respectively.

Figure	12.	ZSE	Industrial	and	Mining	Indices	for	August	2012	and	2013

Source: Zimbabwe Stock Exchange
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Year on year, despite the industrial index’s poor 
performance in August 2013, the index surpassed 
its performance in August 2012 to close at 181.68 
compared to 132.27 in the same period last year. 

On the other hand the mining index closed at 48.74 
in August 2013, remaining below its performance 
in August 2012, when it closed at 89.04.

Table	6.	Summary	Statistics	for	the	Zimbabwe	Stock	
Exchange	for	August	2012	and	2013

 Aug-12 Aug-13 Percentage		
change

Turnover value (USD) 23,000,604.73 54,171,005.73 135.52
Turnover volume 194,486,640.00 409,010,299.00 110.3
Turnover value: foreign bought (USD) 10,749,766.87 33,314,375.97 209.91
Turnover value: foreign sold (USD) 9,264,700.11 29,176,388.70 214.92
Number of shares bought by foreigners 47,484,016.00 124,958,508.00 163.16
Number of shares sold by foreigners 50,807,113.00 89,292,441.00 75.75
Market capitalization (USD) 3,433,991,814.00 4,682,265,065.00 36.35

Source: Zimbabwe Stock Exchange

Turnover value and volume increased by 135.52 
percent and 110.30 percent respectively from 
August 2012 to August 2013 (Table 6). There was 
increased participation from foreign investors the 
local bourse during August 2013, compared to the 
same period last year, with both value and volume 
of shares bought by foreigners increasing by 209.91 
percent and 163.16 percent, respectively (Table 
6). On the other hand, the value and volume of 
shares sold to foreigners also increased by 214.92 
percent and 75.75 percent, respectively in August 
2013 compared to the same period last year. Thus, 
market capitalization grew by 36.35 percent from 
USD 3.43 billion in August 2012 to USD 4.68 
billion in August 2013.

Meanwhile, six financial institutions – namely 
CBZ, BancABC, Barclays Bank Zimbabwe, 
NMB, ZB Financial Holdings and FBC Holdings 
– released their half-year financial statements with 
FBC Holdings, CBZ and BancABC announcing 
dividends of 0.149 cents, 0.1673 cents and 14 
thebe (USD 1 = BWP 8.56 as at 14 August 2013), 
respectively. In August 2013, Delta Corporation 
and Seed Co increased the number of their shares in 
issue by 130,000 and 277,600 shares respectively 
through share option schemes.

4.	 CORPORATE	SECTOR	
DEVELOPMENTS

Recent developments in the fertilizer industry 
revealed that locally produced fertilizer would be in 

short supply due to limited competitive production 
capabilities. This failure to produce competitively 
is reflected in high fertilizer imports into the 
country, at a time when productive capacity of 
some local producers is low. For example, during 
the first half of 2013, fertilizer dominated the list 
of most imported products, constituting about 17.2 
percent, ahead of fuel importation at about 16.7 
percent. 

Subsequently, given the demand for fertilizer, 
Zimbabwean companies have so much scope for 
investment in competitive production. Local firms 
should target import demand, which negatively 
contributes to the country’s balance of payments 
position, as the production shortcomings of the 
local fertilizer companies are costing the country 
heavily.

While improving the viability of the local industry 
largely remains the responsibility of the fertilizer 
companies themselves, all stakeholders should also 
complement such efforts. For example, fertilizer 
companies have complained about the Zimbabwe 
Electricity Distribution Company’s failure to 
furnish them with a constant power supply. A 
constant power supply will not only enhance the 
competitiveness of fertilizer companies, it will also 
be beneficial to the country as a whole over the 
long term as imports are curtailed and resources 
are channeled into the local economy.

Fertilizer companies are also facing liquidity 
challenges, which are exacerbated by non-paying 
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clients. Government is alleged to be the largest 
culprit, after failing to fully pay for the fertilizer 
used in its programs. Settlement of outstanding 
debts by all institutions and individuals would go a 
long way in improving production capacity through 
timely raw material procurement and production. 
It is thus critical that all stakeholders show some 
commitment in bailing out the fertilizer industry. 
There is need for a detailed focus on the fertilizer 
industry with the aim of coming up with strategies 
that can increase local production capacity in line 
with demand to limit the outflow of resources from 
the country.

5.	 POLITICAL	AND	
GOVERNANCE	ISSUES

5.1	 New	Cabinet	

The new Cabinet was announced on Tuesday, 10 
September 2013 and sworn in on 11 September 
2013 in Harare. The new Cabinet comprises 24 
ministries, a reduction from the 33 ministries 
under the inclusive Government. The Government 
consists of 24 line ministers and their respective 
deputies, with the exception of Defense. Some 
of the ministries that used to operate under the 
inclusive Government were merged with other 
ministries. These include: Regional Integration and 
Economic Cooperation, Economic Planning and 
Investment Promotion, Science and Technology 
Development, National Housing and Social 
Amenities, Constitutional and Parliamentary 
Affairs, State Enterprise and Parastatals, and 
Public Works. In addition to the line ministers, 
the new Cabinet consists of five ministers of state 
in the Office of the President and ten ministers 
of state for Provincial Affairs (representing the 
country’s ten provinces). These replace provincial 
governors; these positions have been eliminated 
under the new constitution. 

6.	 OTHER	TOPICAL		
ISSUES

6.1	 Trade	Relations	Developments

The Southern African Development Community 
(SADC) member states held their 33rd annual 
summit in Malawi in August 2013. Among issues 
discussed was the consolidation of the SADC Free 
Trade Area (FTA). Member states noted that:

	• Southern African Customs Union countries 
finalized tariff phase-downs in 2007;

• Malawi liberalized 100 percent on its 
commitments to the rest of SADC and 86 
percent to South Africa;

• Mauritius’ phase-down is almost complete, 
save for a few lines that will be phased down by 
December 2013;

• Mozambique finalized its phase-down in 
relation to the rest of SADC with the exception 
of South Africa, which is due in 2015;

• Tanzania completed its phase-down, with the 
exception of sugar and paper products, for 
which it is expected to submit a derogation 
application;

• Zambia has completed its phase-down save for 
a few lines that were missing from its offer – 
these will be corrected in the country’s 2014 
budget;

• Zimbabwe has not yet commenced phase-downs 
for category C products, has re-introduced 
duty for some Category A and B products and 
introduced surtax on selected products. 

However, not all member states are implementing 
the FTA, as Angola, the DRC and Seychelles have 
not yet joined the FTA. Some member countries' 
partial implementation of the SADC FTA 
compromises market access, which their products 
would have enjoyed had they all fully participated 
in the FTA. Member states should therefore step up 
their efforts in implementing their commitments if 
they are to enjoy the benefits of deeper regional 
integration through higher economic growth and 
poverty reduction.

6.2	 E5	Mandatory	Blending	
of	Ethanol	and	Petrol	

Government introduced E5 mandatory blending of 
anhydrous ethanol and unleaded petrol at the level 
of 5 percent ethanol and 95 percent unleaded petrol. 
This development, done in terms of the Petroleum 
Regulations, Statutory Instrument (SI) 17 of 2013 
and Petroleum Act [Chapter 13:22], took effect 
from 14 August 2013. The introduction of E5 is in 
line with global trends in the deployment of bio-
fuels. Countries such as India, Thailand, the US and 
Australia have minimum ethanol blending levels 
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that are at least 5 percent. E5 is now available for use 
in all petrol-powered engines, and the Zimbabwe 
Energy Regulatory Authority gave wholesalers 
and retailers up to 60 days to clear their stock 
and start complying with the new requirements. 
The wholesale starting price of ethanol produced 

for mandatory blending is pegged at USD 0.95 
per liter for the first 90 days. Anticipated benefits 
from the development include reduction in vehicle 
tailpipe emissions, improvement in octane rating 
of the fuel and energy security for the country.


