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1. OVERVIEW 

The Government of Zimbabwe (GOZ) rebased the GDP at the end of September 2018, 

thereby raising the 2017 GDP at market prices to USD 22.04 billion from USD 18 billion 

(rising by 22.5%). With the rebasing, per capita GDP for 2017 rose from USD 1235 to 

USD 1511. The Government also launched the Transitional Stabilization Programme 

(Oct 2018 – Dec 2020) aimed at launching the reform process, to transition the economy 

to an upper middle-income status by the year 2030. 

 

Although the economy has registered some positive developments, a number of 

challenges including limited availability of foreign currency and price increases have 

persisted over the review period. Inflation increased to 5.39 percent in September 2018 

after gaining 0.56 percentage points from 4.83 percent recorded in August 2018. Amongst 

the Southern and East African countries, Zimbabwe has experienced one of the highest 

rates of inflation between July and September 2018 (see Table 1).   

 

As a net exporter of primary products, Zimbabwe’s performance is affected by 

international mineral price changes. In September 2018, platinum price declined by 16.5 

percent compared to September 2017 to USD804.79 per troy ounce; the lowest nominal 

price in a decade and a half. Gold also recorded the lowest price in 20 months during the 

month of September 2018 after the price declined by 8.8 percent to USD1198.39 per troy 

ounce compared to September 2017. This adversely affected export receipts, as gold and 

platinum are some of the major foreign currency earners in Zimbabwe. 

 

Fuel constitutes the main import product for Zimbabwe. Average crude oil price in 

September 2018 increased by 42.1 percent to US$75.36 per barrel compared to 

September 2017, which is the highest average price in almost four years. Wheat price for 

September 2018 also increased by 14.2 percent to US$202.05 per metric tonne compared 

to same period in 2017. Wheat is also among the top ten imports of Zimbabwe and this 

exerts pressure on the scarce foreign currency reserves.   

 

In the real sector, developments in the agriculture sector show that by 14 September 2018, 

tobacco amounting to 252.46 million kg had been sold, which is an increase compared to 

188.42 million kg traded over the same period in 2017. Total national seed cotton 

seasonal sales as at 21 September 2018 also increased to 137,802,475 kg from 72,612,147 
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kg sold during the same time last year. This generally shows an expansion with respect 

to the country’s two main export products. The preparations for the next farming 

season also started early in 2018 as Government began to deliver inputs such as 

fertilizers for the 2018/19 cropping season as early as July 2018, breaking the tradition 

of untimely delivery of inputs to targeted beneficiaries. 

 

Developments in the mining sector show that total gold deliveries between January and 

September 2018 increased by about 64 percent to 28.22 tonnes compared to same 

period in 2017. This output level has already surpassed the 1999 annual gold output of 

27.1 tonnes, the highest that the country has achieved. Small-scale miners’ 

contribution, at more than two thirds of total deliveries, has since overtaken primary 

producers. Platinum production for the first half of the year in 2018 was about 7.81 

tonnes, a 0.86 percent decline compared to production for the same period in 2017. At 

a time when the prices are falling, this represents decline in export revenues. 

 

The rebasing of the national accounts in September 2018 has seen the manufacturing 

sector becoming the second most important contributor to GDP for Zimbabwe after 

wholesale and retail. Rebasing saw the 2017 manufacturing output in GDP increasing 

by more than 69 percent to about USD2.4 billion. This shows the extent to which some 

manufacturing sector activities, especially by the informal and SMEs, were not being 

accounted for in economic activity. 

 

There was a 6 percent increase in tourist arrivals during the first half of 2018 to 

1,119,064 compared to the same period in 2017. The recently announced economic 

blueprint, the Transition Stabilisation Programme (October 2018- December 2020) 

also set an agenda to develop domestic tourism growth strategy in order to boost 

participation in the tourism by locals. 

 

Total cumulative revenue for the seven months to July 2018 stood at USD 2.92 billion, 

surpassing the target of USD 2.57 billion. This was also an increase of about 39.45 

percent compared to the same period in 2017. The growth in revenue was mainly 

driven by the growth in taxes on incomes and profits, Value Added Tax (VAT) and 

excise duties. Total expenditure for the same period grew by 45.31 percent to USD 

4.73 billion compared to similar period in 2017. Growth in expenditure was mainly 

driven by growth in capital expenditure and net lending, other operational costs and 

employment costs. Cumulative budgetary deficit therefore stood at USD 1.81 billion 

against a target of USD 509 million. The deficit was mainly financed from domestic 

sources, crowding out private sector investments. 

 

The Zimbabwe Stock Exchange was characterized by strong performance in August 

2018  before gradually slowing down in September 2018. The Industrial, All Share and 

Top 10 indices which closed high in the month of August shed 7.67 (1.9 percent), 

2.21(1.9 percent) and 4.09 ( 3.4 percent) points respectively whilst the Mining Index 

gained  2.42 points (1.5 percent). However, as the exchange rate movements between 

the US$ and RTGS/bond note balances continued to fluctuate in the parallel market, 

the stock market remained an alternative option which can result in surprise 

movements in the prices. 
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Financial sector developments show that money supply (M3), which stood at 

US$9.14 billion as at end of June 2018, is mainly constituted by transferable 

deposits, which make up 79.16 percent of total money supply. High levels of 

unstable transferable deposits pose a challenge for the banking sector to extend long-

term loans to the productive sectors of the economy. The economy continued to 

suffer serious cash shortages including the US Dollar and Bond Notes and Coins. 

 

External sector developments saw total goods worth about USD2.4 billion being 

exported from Zimbabwe over the period February to August 2018. This represented 

an increase of about 24 percent compared to the value exported over the same period 

in 2017.  Imports also increased significantly by about 26 percent to USD4 billion 

compared to the same period in 2017. This resulted in the balance of trade deficit 

over the period increasing by about 28 percent to USD 1.6 billion. This imposed 

negative pressure on the current account deficit, which is projected at about USD636 

million. The primary income balance of the current account is also projected at about 

USD136 million in deficit. While the secondary income balance is projected at a 

surplus at about USD1.7 billion, the inflows, which include remittances, are not 

enough to outweigh the negative impact of the high trade deficit. Although the 

capital account balance for 2018 is projected at about USD209 million in surplus, 

the country is projected to have a net borrowing position of about USD427 million, 

showing that net foreign assets are expected to decrease.  

 

2. REGIONAL ECONOMIC DEVELOPMENTS 

2.1 Regional inflation Developments 

In regional developments, based on a select 12 countries in East and Southern 

Africa, Angola remains with the highest year-on-year inflation at 21.6 percent for 

September 2018. This is followed by Zambia, Kenya and Zimbabwe while Mauritius 

had the lowest inflation (Table 1).  

Table 1: Summary of regional inflation Trend (Jan-Sep 2018) 

 

 

Source: Trading Economics and ZEPARU 

 Jan Feb Mar Apr May Jun Jul Aug Sep 

Monthly  

Change 

Angola 22.72 21.47 20.9 20.22 19.84 19.52 19.1 18.56 21.6 3.04 

Zambia 6.2 6.1 7.1 7.4 7.8 7.4 7.8 8.1 7.9 -0.2 

Kenya  4.83 4.46 4.18 3.73 3.95 4.28 4.35 4.04 5.7 1.66 

Zimbabwe 3.52 2.98 2.68 2.71 2.71 2.91 4.29 4.83 5.39 0.56 

Mozambique 3.84 2.93 3.05 2.33 3.26 4.4 4.73 5.02 4.89 -0.13 

Namibia 3.6 3.5 3.5 3.6 3.8 4 4.5 4.4 4.8 0.4 

Tanzania 4 4.1 3.9 3.8 3.6 3.4 3.3 3.3 3.4 0.1 

Seychelles 4.5 4.88 4.66 4.18 3.59 3.01 3.13 2.78 3.27 0.49 

Botswana 3.1 3.2 2.8 3.4 3.3 3.1 3.1 3 2.9 -0.1 

Mauritius 6.2 7 6.7 3.7 2.4 1 1.7 0.9 1.9 1 

South Africa 4.4 4 3.8 4.5 4.4 4.6 5.1 4.9 - - 

Malawi 8.1 7.8 9.9 9.7 8.9 5.6 9 9.3 - - 
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However, indications are that Zimbabwe’s inflation is rising at a faster pace, having 

gained 0.56 percentage points between August and September 2018. Between 

January and September 2018, the rate of inflation has increased more in Zimbabwe 

(1.87 percentage points) compared to Zambia, Namibia and Mozambique which 

gained 1.70, 1.20 and 1.05 percentage points respectively. 

 

2.2 Regional integration and trade negotiations 

Progress towards Implementation of the Tripartite Free Trade Area 

 

A Tripartite Free Trade Area (TFTA) was launched in June 2015 after several years 

of negotiations. This is a trade arrangement that brings together 26 countries of 

Common Market for Eastern and Southern Africa (COMESA), Southern African 

Development Community (SADC) and East African Community (EAC); with a 

combined gross domestic product of USD 1.2 trillion and a population of 626 million, 

slightly more than half of the African continent’s total population.  

 

The agreement is based on the development integration agenda that is anchored on 

market integration, industrial and infrastructure development. It is premised on the 

understanding that it is largely infrastructure deficiencies and underdeveloped 

production structures that undermine intra-African regional trade more than tariffs 

and regulatory frameworks. Member States in these African regional economic 

communities decided to form a TFTA in order to harmonise the various trade regimes 

to which they are party. Further, it is envisaged that the agreement will allow for the 

free movement of business persons; provide for joint implementation of regional 

infrastructure projects and programmes as well as facilitating the development of 

regional value chains.  

 

A Member State must first ratify the Agreement or accede to it before it is bound by 

the obligations of this Agreement. The TFTA agreement requires 14 ratifications for 

entry into force. So far Egypt, Uganda, Kenya and South Africa ratified the 

agreement. Ratification by these countries just applies to the trade liberalization 

element of the agreement. COMESA Secretariat welcomed South Africa’s move to 

ratify the agreement in the first week of October 2018, indicating this is a step 

towards the operationalisation of the TFTA. South Africa revealed that it swiftly 

ratified this agreement as a sign of its commitment to regional integration. The 

country is eyeing increased market access on the African continent. Other Member 

States are in the process of ratifying the TFTA and have given themselves up to April 

2019 to conclude the process.  

 

So far the Member States are in Phase I of the negotiations and a lot of ground work 

has been covered in terms of concluding this phase. The legal text of the Agreement 

itself is now in place including the Annexes. Further, the TFTA instruments such as 

trade remedies, certificate of origin, export declaration and import declaration among 

others have since been developed and are ready for use. Moreover, the drafting of 

the Tripartite Agreement on Movement in Persons has been finalised pending its 

legal scrutiny. Phase II of the negotiations will focus on trade in services; intellectual 

property rights, investment and competition policy.   
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Tariff negotiations 

 

Tariff negotiations are among Member States that currently do not have preferential 

arrangement amongst themselves i.e. those that do not belong to the same FTA. 

Except for Egypt, EAC and Southern African Customs Union (SACU), the rest of the 

member States and regional economic co-operations offered their regional economic 

community preferential arrangements. Negotiations on tariffs offers between EAC 

and Egypt are complete while those of SACU –Egypt and SACU-EAC are nearing 

completion. The negotiating parties gave themselves up to December 2018 to 

conclude these negotiations. 

 

Rules of origin negotiations 

 

The major challenge the Member States faced in the negotiations was agreeing on a 

common rule applicable to the full TFTA in the absence of a unified rules of origin 

standard among the African regional trade arrangements. For example, the current 

SADC rules of origin regime is substantially different from the regimes used by 

COMESA and EAC.  Negotiations of rules of origin are quite advanced but are to be 

finalised.  

 

Implications for Zimbabwe  

 

Zimbabwe is aspiring to become an upper middle-income economy by 2030. 

Opportunities therefore abound in the TFTA if Zimbabwe is to ride on regional 

integration to push its development agenda. There are fast growing countries like 

Rwanda, Ethiopia and Tanzania in terms of economic growth rate hence there is scope 

for bigger markets for Zimbabwean products. The country must however, prepare 

itself to seize these opportunities by revitalizing its real sector whose performance has 

been subdued over the years owing to a myriad of economic challenges. There is need 

to boost export production and creation of niche markets in high value products. 

Further, enhancing the ease of doing business will boost the export competitiveness 

of Zimbabwean producers. In addition, Zimbabwe needs to explore strategies of 

fighting external competition from China and India that are also flooding their 

products onto the African markets. 

 

Moreso, the country must thoroughly prepare for the negotiations. South Africa for 

example has a Protection of Investment Act, which it wants to push once the TFTA 

negotiation on investment commences under Phase II. Zimbabwe is currently aligning 

its legal and regulatory framework through the Ease of Doing Business reforms. The 

exercise must be expedited to allow the country negotiators to have a basis on which 

to push the country’s interests in the TFTA.  
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3. COMMODITIES PRICES IMPACTING ZIMBABWE 

 

Precious metals 

 

Gold recorded the lowest price in 20 months for the month of September 2018. The 

gold price declined by 8.8 percent year-on-year and by 0.3 percent month-on-moth, 

to USD1198.39 per troy ounce in September 2018. Among the factors depressing 

gold prices are the excess gold supplies and the strengthening US dollar as an 

alternative investment. 

 

In September 2018 platinum price marginally declined by USD0.12 on a month-on-

month basis. However, it declined by 16.5 percent on a year-on-year basis to 

USD804.79 per troy ounce. This is the lowest nominal price in a decade and a half. 

The platinum market has a surplus, which keeps depressing prices. Apart from the 

surplus, the depressed demand from the automobile industry, which is the leading 

source of platinum demand, continues to suppress platinum prices. In addition, the 

industrial demand of platinum has been under pressure due to slackening global 

economic growth. Moreover, platinum demand for investment has been affected by 

the attractive alternative investments, such as the US dollar, which has been 

strengthening.  

 

Figure 1: Gold and Platinum prices in September 2018 

 
Source: World Bank, October 2018 

 

Gold and platinum are among the major foreign currency earners in Zimbabwe. In the 

first half of 2018, the Monetary Policy Statement announced by the Reserve Bank of 

Zimbabwe in October 2018 shows that the two precious minerals contributed 51 

percent of the foreign currency earnings. Therefore, the downward trend in the prices 

adversely affects Zimbabwe’s foreign currency earnings, hence worsening the foreign 

currency position currently experienced in the country. 

 

Crude oil 

 

Average crude oil price increased by 42.1 percent year-on-year and by 6.0 percent 

month-on-month to US$75.36 per barrel in September 2018 (Figure 2). This is the 

highest average price in almost four years. The increase was underpinned by the 
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acceleration in the consumption of liquid fuels, increase in supply disruptions and 

declining world fuel production capacity. Growth in consumption of liquid fuels 

accelerated by 15.1 percent to 0.61 percent in the third quarter of 2018. Crude oil 

supply disruptions increased by 29.2 percent to 1.46 million barrels per day in the 

third quarter of 2018. On the other hand, there was a deceleration in the growth of 

world fuel production capacity from 2.5 percent in the third quarter of 2017 to 1.93 

percent in the third quarter of 2018. 

 

Wheat and maize 

 

Wheat price for September 2018 increased by 14.2 percent year-on-year to 

US$202.05 per metric tonne (Figure 2). The price increase was underpinned by robust 

purchasing activity, lower export availabilities of high quality wheat, and poorer crop 

prospects in Australia. Wheat is among the top ten imports of Zimbabwe constituting 

about one percent of imports in the first half of 2018. The increase in wheat prices 

would increase the import bill and exert pressure on the scarce foreign currency 

reserves.  

 

The maize price increased by 5.1 percent year-on-year to USD154.80 per metric 

tonne in September 2018. Local maize prices remained at the controlled price of 

USD390 per metric tonne. The price differential between the local and international 

maize prices created opportunities for arbitrage activities. The country registered an 

increase in maize imports despite the country having accumulated reserves built from 

bumper harvests experienced in the previous season. In the first half of 2018, the 

country imported maize worth USD42.3 million. 

 

Figure 2: Crude oil, maize and wheat in September 2018 

 

 
Source: World Bank, October 2018 
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4. REAL SECTOR DEVELOPMENTS 

 

4.1 Agriculture 

Cotton  

 

According to the Agricultural Marketing Authority, total national seed cotton 

seasonal sales as at 21 September 2018 stood at 137,802,475 kg compared to 

72,612,147 kg sold during the same time last year (Table 3).  Cottco’s share of the 

seed cotton intake was 89 percent as at 22 September 2018 at an advance price of 

USD0.517/kg. The remaining share went to Southern Cotton, ETG Parrogate, China 

Africa and Alliance with respective shares of 5 percent; 3 percent; 2 percent and 1 

percent. 

 

Table 2: Seed Cotton Intake as at 21 September 2018 

 
Company  

 

Seed cotton intake 

as at 21 September 

2018 (kg) 

 

Seed cotton intake 

as at 22 September 

2017 (kg) 

 

Price (USc/kg)1 

    

ETG Parrogate 3,533,615  4,792,474  51.7 

Alliance Ginneries  1,650,708  4,705,395  54 

Olam2 -  3,184,507 - 

Cottco  122,807,543  54,014,550  51.7 

Grafax  0  3,804,102  - 

China Africa  3,291,865  2,008,805  54 

Southern Cotton  6,518,744  -  55 

Total (kg)  137,802,475  72, 612, 147  

 Source: Agricultural Marketing Authority  

 

Tobacco sales and exports 

 

As at 14 September 2018, as much as 252.46 million kg of tobacco had been sold 

compared to 188.42 million kg traded over the same period in 2017, representing a 

34 percent increase in cumulative sales (Table 2). The average price ruled at 

USD2.92/kg as compared to the USD2.96/kg that prevailed in the comparative 

period of the previous marketing season.   

 

A total of 163,750 bales were rejected, a 13.23 percent increase from those that were 

rejected over the same period in 2017. This calls for the need for farmers to gain 

skills on handling and curing of tobacco in order to deliver to the market a better 

grade of tobacco. As at 20 September 2018, a total of 124,220 growers had registered 

to grow tobacco in the forthcoming season up from 84,688 that revealed to do so this 

time last year.  Seasonal exports registered a 15 percent decline to USD 357.07 

million as compared to earnings made over the same period in 2017 partly explained 

by decline in tobacco exports to China a chief export destination. Further, a marginal 

                                                        
1 Advance payment price 
2 Not operational this season. 
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decline of tobacco price from USD 7.94 to an average of USD 6.91 was also 

observed.  China alone absorbed 37.5 percent of all tobacco exports from Zimbabwe 

since the beginning of the year. 

 

Table 3: Tobacco sale as at 14 September 2018 

SEASONAL 
TOTAL 
AUCTION 

TOTAL 
CONTRACT TOTAL 2018 TOTAL 2017 

 percent 
CHANGE 

Mass sold(kg) 35,754,765 216,708,864 252,463,629 188,422,546 33.99 

Value(US$) 97,690,995 639,433,618 737,124,613 558,133,287 32.07 

Average Price 

USD/KG 2.73 2.95 2.92 2.96 -1.43 

Source: Agricultural Marketing Authority  

 

Agricultural Seasonal Progress 

 

Reports from Famine Early Warning Systems Network (FEWSNET)3 indicate that 

with the progression of the dry season, water levels in rivers and dams continue to 

fall in most areas, but more so in typical arid parts of the country in the south, west, 

and extreme north. Dam level statistics from Zimbabwe National Water Authority 

as at 9 October 2018 revealed that some of the dams in drier areas of the country like 

Masvingo and Matebeleland were quite depleted. Tokwe Mukosi for example was 

71.6 percent full; Mutiriwi Dam at 53.5 percent full; Mzingwane at 48.6percent and 

Upper Insiza at 35.8 percent full. This ultimately constrains water availability for 

human and livestock consumption. It further highlights that the current condition of 

livestock is generally fair but deteriorating. Pastures for the livestock are also 

dwindling with crop residue fast running out. Veld fires are worsening the situation 

in some parts of the country.  

 

This critical situation is further compounded by disease outbreaks in some parts of 

the country such as foot and mouth and Theileriosis (January disease). The 

Veterinary Services revealed that foot and mouth disease is occurring in areas where 

the disease has previously not been recorded, including parts of Mashonaland. In 

addition, the disease has occurred in pockets across the country, in a pattern 

indicating that these outbreaks have been triggered by unauthorised cattle 

movements. This calls for the government to enforce legal provisions that restrict 

movement of cattle across the country’s regions.  This is the same reason that led to 

Zimbabwe losing its duty free quota free market access of beef into the European 

market in the early 2000s. Prior to that, Zimbabwe would get guaranteed prices that 

are higher than world prices for beef along with other commodities like sugar. Under 

the Convention’s Beef and Veal Protocol, Zimbabwe had a preferential tariff quota 

that allowed it to export 9,100 tonnes of beef into the European Union (EU) annually. 

However, this market access can still be regained under the Interim Partnership 

Agreement that Zimbabwe entered into with the EU which it ratified in 2012 

provided disease control measures are effectively implemented in country.   

 

                                                        
3 Zimbabwe Food Security Outlook update, September 2018 
https://reliefweb.int/sites/reliefweb.int/files/resources/Zim%20FSOU%20Plus_Sept%202018_final%20final.pdf  
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Government began to deliver inputs such as fertilizers for the 2018/19 cropping 

season as early as July 2018 breaking the tradition of untimely delivery of inputs to 

targeted beneficiaries. Government plans are to provide maize/sorghum and cotton 

inputs to 1.8 million people and 400,000 households respectively through the 

Presidential Crop Input Scheme. Land preparation is yet to commence in most farms. 

 

4.2 Mining 

Gold sector 

 

Small scale miners continue to show resilience in gold deliveries to Fidelity Printers 

and Refineries, Zimbabwe’s sole gold buying centre, compared to primary producers 

in 2018. A comparison between January to September 2018 with same period last 

year shows that total gold deliveries jumped to about 28.22 tonnes in 2018, a 64.4 

percent increase compared to 2017 (Figure 3). Total gold deliveries for the first nine 

months in 2018 had already surpassed the 1999 annual gold output of 27.1 tonnes, 

the highest that the country has achieved. The contribution of small-scale miners 

during the period translates into more than two thirds of the total gold deliveries, 

which shows the importance of artisanal and small-scale mining in Zimbabwe. 

Primary producers’ share to total deliveries declined during the comparative period, 

owing to reduced profitability due to declining international gold prices coupled with 

fixed overhead costs. 

 

Figure 3: Gold Deliveries, January 2015 – September 2018 
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Source: Fidelity Printers and Refineries 
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According to the country’s economic blue print, the Transitional Stabilisation 

Programme (TSP, October 2018 to December 2020), gold output is projected to 

increase to 36 tonnes by 2022 and to 48 tonnes by 2025. However, if the buoyance of 

gold output continues, total 2018 gold output is likely to reach 37.62 tonnes, which 

exceeds the 36 tonnes gold output projected for 2022, hence the projected tonnes are 

more likely to be exceeded. 

 

The contribution of small-scale miners to total gold deliveries has also been increasing 

from 42 percent in 2016 to 50.5 percent and 68.2 percent in 2017 and 2018 during the 

comparative period. The buoyance of small scale miners is due to the interventions, 

through the USD150 million Gold Development Fund to assist small scale gold 

miners in 2018, coupled with joint compliance monitoring by the Gold Monitoring 

Committee, a collaborative effort between the Ministry of Mines and Mining 

Development, Ministry of Home Affairs and the Reserve Bank of Zimbabwe. The 

Gold Development Fund was launched in October 2016. The Monetary Policy 

Statement presented on 1 October 2018 revealed that about 71.71 percent of the 

USD150 million gold support facility is already utilised, which translates to 

USD107.15 million. The facility is available at concessionary rates to boost 

production of gold output and is being extended to also benefit large-scale producers. 

Small scale and artisanal miners will be capacitated through access to equipment for 

hire and affordable credit lines during the Transitional Stabilisation Programme era. 

 

The TSP also targets re-opening of previously closed mines as part of the 2018-2020 

quick-win projects. It also targets expansion of mines currently operating below 

capacity and opening of new mines, a measure that will increase production of mineral 

resources including gold output. At least 151 investors have shown interest in re-

opening some of these mines, particularly in gold. Targeted mines for re-opening 

include Jena gold mine and other Zimbabwe Mining Development Corporation 

(ZMDC) mines and Elvington gold mine near Chegutu. Already, Eureka Gold Mine 

in Guruve, with capacity to become the biggest gold mine in the country, producing 

200 kg of gold monthly and a total of 2.5 tonnes per year, has been re-opened. Gold 

expansion projects will be undertaken by the top major producers such as Rio-Zim, 

Metallon Gold, Freda Rebecca and Blanket mine and output is projected to increase 

by 10-15 percent in the outlook to 2019. The Ministry of Mines and Mining 

Development has so far granted eight mining companies with exclusive prospecting 

orders for a period of three years, while four companies have been granted special 

grants. The granting of such licences provides the right to search for minerals and peg 

claims which may lead to new gold discoveries.  

 

Platinum sector 

 

Platinum production for the first half of the year in 2018 was about 7.81 tonnes, a 0.86 

percent decline compared to production for the same period in 2017. Production is 

expected to recover given some positive developments in the platinum group of metals 

(PGMs) sector. Overall platinum production is forecast to slightly increase to 14.3 

tonnes in 2018, up from 14.2 tonnes registered in 2017, translating to a 0.7 percent 

increase. In the outlook, the USD4.3 billion Karo Resources platinum mining project 

HIGHLIGHTS 

According to 
the country’s 
economic blue 
print, the 
Transitional 
Stabilisation 
Programme 
(TSP, October 
2018 to 
December 
2020), gold 
output is 
projected to 
increase to 36 
tonnes by 2022 
and to 48 
tonnes by 2025. 



 
 

12 | P a g e  
 

in Mhondoro-Ngezi is expected to increase production to register a peak of 14.4 million 

tonnes per annum of PGMs in four years.  
 

Efforts at beneficiation and value addition of PGMs are underway as players in the 

sector are required by Government to build a refinery by 2024 as part of beneficiation 

and value addition strategy of the country. The refinery will have concentration, 

smelting and refining capabilities, including base metal and precious metal refineries. 

 

Construction of a smelter at Unki Mine, which was earmarked for completion by 

September 2018, at a cost of around USD50 million, is expected to be fully operational 

in 2019. Mimosa is also expected to further process its platinum ore to smelter 

processes for further beneficiation by January 2019. Mimosa and Unki currently 

produce concentrates which are beneficiated further in South Africa. The TSP is 

expected to facilitate expeditious implementation of currently stalled completion of the 

base metal refinery at Zimplats for it to reach local refining thresholds. This involves 

refurbishing the base metal refinery at the Selous Metallurgical Complex. Currently, 

Zimplats produces a beneficiated converter matte, which is refined at the Impala base 

metal and precious metal refinery in Springs, South Africa. 

 

4.3 Manufacturing 

The Zimbabwe Statistics Agency (ZIMSTAT) rebased the Zimbabwe national 

accounts in 2018 by changing the base year from 2009 to 2012. The results of the 

rebasing generally show the extent to which manufacturing was being underrated in 

the previous national accounts. After services (distribution, hotels and restaurants), 

agriculture was considered to be the second most important sector as reflected by both 

the 2017 and 2016 GDP statistics before rebasing. If the 2009 had been maintained as 

the base year, agriculture would contribute about 10 percent in 2017 while 

manufacturing would contribute about 8 percent to GDP. Rebasing, however, saw 

manufacturing output in GDP increasing by more than 69 percent to about USD2.4 

billion (12.1 percent of GDP). This makes the manufacturing sector the second after 

wholesale and retail as far as contribution to GDP is concerned. Agriculture comes 

third, with the contribution falling to 8.6 percent. 

 

The increase of the contribution of the manufacturing sector after rebasing is very 

revealing concerning the manner in which the manufacturing sector was being 

recognised by the national accounts. It shows that a lot of activities, especially 

manufacturing activities conducted by small and medium scale enterprises, which 

feeds well into value and supply chains, were not being recognised. This also implies 

that the underlying assumption in policy interventions that the Zimbabwe economy is 

agro-based could also result in the neglecting of the manufacturing sector, which has 

potential to create more economic value from value added products which are not 

subject to price volatilities that characterise primary agricultural products.  

 

The agriculture sector registered the largest growth rate in 2017 of about 13.6 percent 

while the manufacturing sector only registered a growth rate of 1.9 percent owing to 

the support to agriculture through the Command Agriculture programme. However, 

while the agriculture sector registered such a high growth, the manufacturing sector 
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still contributed more than the agriculture sector to GDP. Increase in agricultural 

output is key to the revival of the manufacturing sector especially agro-processing 

activities. Thus, policy intervention targeted at reviving the manufacturing sector, 

will unlock to potential of the sector to contribute more to GDP. Backward and 

forward linkages between the manufacturing and agricultural sector need to be 

fully exploited.  

 

4.4 Tourism 

The tourism sector registered positive growth in the first half of 2018 on the back 

of the warming up from the international community and government policy 

interventions. A preliminary report from Zimbabwe Tourism Authority for the first 

half of 2018 indicated a 6 percent increase in tourist arrivals to 1,119,064 compared 

to the same period in 2017 (see Table 4). Africa remains Zimbabwe’s main source 

market for tourists’ arrivals constituting 80 percent share.  

 

Table 4: Tourism Arrivals by source market  

SOURCE REGION 2018 First Half  2017 First Half 

 

Change 

AFRICA 890,265 878,775  1 percent 

AMERICA 56,642 51,401 10 percent 

ASIA 50,301 31,721 59 percent 

EUROPE 100,999 78,225 29 percent 

MIDDLE EAST 3,363 2,506 34 percent 

OCEANIA 17,494 14,616 20 percent 

GRAND TOTAL 1,119,064 1,057,244 6 percent 

Source: 2018 Second Quarter Treasury Bulletin 

 

The sector further recorded an improvement in the utilisation of hotel 

accommodation from an average of 43 percent during the 1st half of 2017, to 51 

percent during the same period in 2018. Tourism remains one of the four key 

sectors earmarked by government to turnaround the economy. In 2017, the sector 

contributed 11 percent to the country’s GDP and 5 percent to the country’s total 

foreign export earnings. To maintain this upward trend, Government is putting 

together an aggressive marketing and branding strategy hinged on provision of 

innovative incentive packages and the relaxation of a restrictive visa regime. 

 

Under the TSP, government envisages increased infrastructure development on 

conference facilities in major cities around the country. It has also set an agenda to 

develop domestic tourism growth strategy in order to boost local people 

participation in tourism. The government further envisages the opening up of 

Zimbabwe’s skies in order to increase the country’s connectivity with international 

destinations.  The Government is therefore urging operators to take advantage of 

the new dispensation by improving their product quality and competitiveness. 

HIGHLIGHTS 

The tourism 
sector 
registered 
positive 
growth in the 
first half of 
2018 on the 
back of the 
warming up 
from the 
international 
community and 
government 
policy 
interventions. 

 



 
 

14 | P a g e  
 

 

Government has committed to streamlining the multiple licensing regime in the 

tourism industry under the ease of doing business reforms that includes registration, 

licencing, permits requirements among other factors impeding the growth of the 

sector.  The TSP is also targeting the setting up of a tourism revolving fund to finance 

the development of the tourism sector. This will be complimented by existing tourism 

support facilities being implemented through the Reserve Bank of Zimbabwe. In 2018 

for example, the Reserve Bank of Zimbabwe allocated a loan facility of USD 15 

million to the sector. Unfortunately, this was met by a very low utilisation rate of 0.2 

percent as at 16 August 2018. Stringent loan conditions such as collateral and years 

of operation deter industry players from accessing the loan facility.  Further, the 

sector’s performance continues to be hamstrung by limited access to foreign currency 

to procure accessories needed for them to meet international standards and customer 

satisfaction. These need to be addressed if the aspirations of the TSP are to be 

achieved in the tourism sector. 

 

5. FISCAL POLICY 

 

Revenue performance 

 

Total cumulative revenue for the seven months to July 2018 stood at USD 2.92 billion 

against a target of USD 2.57 billion. Year on year comparison shows that revenues 

grew by 39.45   percent in the seven months to July 2018 compared to the same period 

in 2017. The growth in revenue was mainly driven by the growth in taxes on incomes 

and profits, Value Added Tax (VAT) and excise duties. On a month on month basis, 

revenue for July 2018 declined by 26.2 percent from USD 558.33 million recorded in 

June 2018 (Figure 4a). 

 

An analysis of government revenue contribution by revenue head shows that for the 

seven months to July 2018, taxes on incomes and profits was the major contributor 

towards total revenue accounting for 35.6 percent followed by VAT and Excise duties 

which contributed 28.5 percent and 18 percent respectively (Figure 4b).  

 

Expenditure Performance 

 

Month on month expenditure for July 2018 grew by 5 percent to USD 1.008 billion; 

the growth was mainly driven by costs related to the running of the 2018 Harmonized 

elections and the Command Agriculture program. Total expenditure for the seven 

months to July 2018 grew by 45.31 percent to USD 4.73 billion compared to similar 

period in 2017. Growth in expenditure was mainly driven by growth in employment 

costs and operational costs; capital expenditure and net lending. For the seven months 

to July 2018 expenditure on employment cost accounted for 45.8 percent of total 

expenditure followed by capital expenditure & net lending which accounted for 39.6 

percent (Figure 4c).  
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Financing 

 

The budget deficit continues to rise as the gap between Government revenue and 

expenditure continues to widen. In the month of July 2018, the Government 

accumulated a deficit of USD 596.8 million resulting in a cumulative budgetary 

deficit of USD 1.8 billion for the seven months to July 2018 against a target of USD 

509 million. The deficit was mainly financed by domestic sources. 

 

Figure 4: Trend in Government Revenue and Expenditure Jan-July 2018 

 
Source: Ministry of Finance and Economic Development 

 

 

On the 1st of October 2018, the Minister of Finance and Economic development 

announced Fiscal Measures aimed at reversing fiscal dis-equilibrium. The Minister 

acknowledged the destabilizing effect that the growing budgetary deficit is having 

on the rest of economy. Hence, in this regard he announced a series of measures 

aimed reducing the destabilizing effects of growing government deficit:   
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 Limit the use of the RBZ overdraft facility and curtail RBZ advances to 

Government in line with fiscal rules enshrined in the Reserve Bank Act, 

which limits the State’s borrowing to a maximum of 20 percent of the 

previous year’s revenues collected. 

 Review the use of Treasury Bills in support of socio-economic development 

programmes, such that any issuance of Treasury Bills in the future will be 

done through a market oriented auction system. 

 Expand the tax collection base, by reviewing the Intermediated Money 

Transfer Tax from 5 cents per transaction to 2 cents per dollar transacted with 

effect from the 1st of October 2018.  

 

6. FINANCIAL AND MONETARY SECTOR 

 

6.1 Stock Market Development 

 

In the month of September 2018 the strong performance of the Zimbabwe Stock 

exchange witnessed in the month of August gradually slowed down. The Industrial, 

All Share and Top 10 indices which closed high in the month of August shed 7.67 

(1.9 percent), 2.21(1.9 percent) and 4.09 ( 3.4 percent)   points respectively whilst 

the Mining Index gained  2.42 points (1.5 percent). On a year on year basis, the 

industrial index, which closed the month of September 2017 trading at 418.39, lost 

7.51 percent (31.42 points) to close the month of September 2018 trading at 386.97. 

The mining index gained 41.19 points (33.61 percent) to close at 163.76 (Figure 5 

a and b). 

 

Figure 5: Trend in the ZSE Indices September 2017 to September 2018 

 
Source: Zimbabwe Stock Exchange 
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The value and volume of shares traded on the Zimbabwe stock exchange between 

September 2017 and September 2018 declined by 32 percent and 14.2 percent 

respectively. However, the stock market was more illiquid in 2018 than in 2017 as 

the stock market turnover ratio declined from 0.0076 in September 2017 to 0.0050 

in September 2018.  

 

Foreign investor participation on local bourse increased as they accounted for 35.5 

percent of the total turnover and increase by 19.4 percentage points from September 

2017 levels. The value of shares bought by foreigners increased by 50 percent and 

the value of shares sold declined by 41.8 percent. On the other hand, the volume of 

shares bought and sold declined by 13.7 percent and 57.5 percent respectively. 

Market capitalisation which stood at USD 11.86 billion at the end of September 

2017 increased by 3.4 percent to close the month of September 2018 at USD 12.27 

billion (Table 5). 

 

On a month on month basis, stock market turnover value and volume rose by 21 

percent and 22.6 percent respectively. However, foreign investor participation in 

the month of September 2018 declined compared to August 2018 as the volume of 

shares bought declined by 15.5 percent whilst the volume of shares sold increased 

by 543.5 percent.  

 

Table 5 : Summary of Stock market performance September 2017 and 2018 

  2017 2018 Percentage Change  

Sep 2017 and  2018 

Sep Aug Sep 

Turnover Value ( USD) 89,808,134 50,501,009 61,089,647 -32.0 percent 

 Turnover Volume  264,086,673 184,678,914 226,495,418 -14.2 percent 

Value shares bought by 

foreigners (USD) 

14,467,569 12,525,991 21,706,402 50.0 percent 

Value shares sold by 
foreigners (USD) 

39,036,191 16,962,584 22,708,195 -41.8 percent 

Volume shares bought 

by foreigners  

34,345,593 35,071,176 29,637,326 -13.7 percent 

Volume shares sold by 
foreigners  

122,928,426 8,122,967 52,271,566 -57.5 percent 

Market Capitalisation 

(USD) 

11,860,204,528 12,475,445,852 12,265,50934 3.4 percent 

Source: Zimbabwe Stock Exchange 

 

The mixed performance of the stock exchange was mainly driven by the uncertainty 

towards government policies geared at resolving the economic downturn. Some 

investors are being cautious about the outlook of the Zimbabwean economy hence 

preferring to exit the market. While some are weighing the implications of the new 

policy measures being put in place by the new administration to resolve the 

emerging foreign currency challenges and price instability with a view of increase 

their exposure in Zimbabwe in response to the “Zimbabwe is Open for Business 

mantra adopted by Government”. 
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Regional Stock market developments 

 

In the month of September 2018, the majority of selected regional stock exchanges 

performed badly from previous month with the exception of the Botswana and 

Zambia. This follows the decision by the US Federal Reserve to increase its federal 

funds rate target range by 25 basis points to 2.00-2.25 percent, resulting in emerging 

markets losing their appeal to global investors (Table 6). 

 
Table 6: Summary of selected regional stock market performance September 2018 

Country Index Open Close 

Percentage 

Change 

Kenya All Share Index 167.59 149.67 -10.69 percent 

Kenya NSE 20 Share Index 3,203.40 2875.51 -10.24 percent 

South Africa JSE All Share Index 58,668.48 55708.47 -5.05 percent 

Zimbabwe Top 10 Index 121.69 117.6 -3.36 percent 

Zimbabwe Industrial Index 394.64 386.97 -1.94 percent 

Zimbabwe All Share Index 117.33 115.12 -1.88 percent 

Botswana Botswana SE DFS (DFSIBT) 1044.82 1061.75 1.62 percent 

Zambia All Share Index (LASI) 5,230.77 5468.17 4.54 percent 

Source: Investing.com, selected stock exchange websites 

 

6.2 Monetary developments 

Money supply (M3) stood at US$9.14 billion as at end of June 2018. Transferable 

deposits made the bulk of money supply at 79.16 percent of total money supply 

(Figure 6). High levels of unstable transferable deposits pose a challenge for the 

banking sector to extend long-term loans to the productive sectors of the economy. 

They can mainly support short-term loans for working capital purposes. 

 

Figure 6: Composition of money supply, June 2018 

 
Source: Reserve Bank of Zimbabwe 

 

Low deposit interest rates may incentivise the growth of transferable deposits. The 

Reserve Bank of Zimbabwe’s call for reduction of lending rates has partly resulted 
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bank could offer fell from 17.5 percent to 9.50 percent and has been 8.00 percent 

over the period September 2017 to June 2018. Lower deposit rates may not 

incentivise the mobilization of long-term deposits which can support productive 

economic activities with a longer gestation period.  
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6.3 Interest rates 

Corporate and individual lending rates by commercial banks have generally declined 

significantly following the Reserve Bank of Zimbabwe’s intervention in 2013 when it 

persuaded and agreed with the banks to reduce their lending rates. In June 2018 the 

lending rates for corporates and individuals stood at 7.14 percent and 9.32 percent 

respectively, compared to 9.46 percent and 14.29 percent in the past years.  

 

While the reduction in interest rate may stimulate economic growth through reducing 

the cost of credit for the productive sectors of the economy, there are also adverse effects 

that can arise due to direct control of interest rates. The central bank of Kenya once 

controlled interest rates and in their evaluation of the interest rate control they found out 

that the control of interest rates had many adverse effects on the economy (see Box 1). 

It is important for the monetary authorities to evaluate their control on interest rates to 

ensure it does not give incentives that adversely affect lending to the private sector, 

deposit structure and financial stability. 

 
Box 1: Impact of interest rate controls: the case of Kenya 

In September 2014 Kenya introduced the Banking (Amendment) Act 2016 which set bounds on lending and 

deposit rates. The Act stipulates that lending rates should not be 4 percent above the central bank base lending rate 

and deposit rates should be at least 70 percent of the central bank base lending rate. The impact of these interest 
rate controls has resulted in the following: 

 

Impact on intermediation and financial inclusion 
a) Reduced number of loan accounts as lending is extended to very credit worthy clients. 

b) Increase in average loan size. 

c) Reduced lending to small borrowers and larger loans to established firms. 
d) Increase in personal household loans which are salary based, less risky and administratively less 

expensive, but presumably highly consumptive than productive. 

e) Increased investment in government securities which are less risky and commensurate with lower 
interest rates. 

f) Increase in bank non-interest income from fees and commissions as a share of total revenue. 

 
Impact on the risk to financial stability 

a) Erosion of the capital base of small and medium size banks due to reduced earnings. 

b) Reduced profitability of the banking sector, thus reducing the ability to build the capital base to absorb 
shorts/losses.  

c) Shift in the structure of deposits from time deposits to demand deposits, thus affecting the loan maturity 

mismatch. 
 

Impact on the monetary policy 

a) Ineffectiveness of monetary policy in influencing credit and investment as reductions in the interest 
rate reduce credit and increase in interest rate increase credit to the private sector. This is because 

reduced lending rates lower the range of pricing loans thus reducing loans to more risky borrowers 

while increasing the central bank base rate increases the range of pricing loans and hence allowing 
access to loans by high risk borrowers. 

 

Impact on economic performance 
a) Reduced economic growth due to reduced lending to micro, small and medium enterprises 

 

Source: Central Bank of Kenya (2018) 

 

6.4 Inflation 

An analysis of annual inflation shows a sharp increase in the inflation trajectory. Year 

on year inflation for the month of September stood at 5.39 percent after gaining 0.56 

percentage points from 4.83 percent recorded in August 2018.The price of food and 
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non-alcoholic beverages and non-food items rose by 0.42 and 0.62 percentage point’s 

to7.94 percent and 4.20 percent respectively. Major drivers of the increase on year 

on year inflation were changes in the prices of food and non-alcoholic beverages, 

furniture, household equipment and maintenance, clothing and footwear and 

Education, which contributed 2.66 percent, 1.05 percent and 0.36 percent 

respectively of the weighted change in annual inflation. The prices of housing, water, 

electricity, gas and other fuels, and communication exerted downward pressures on 

inflation growth, contributing -0.08 percent and -0.03 percent respectively to the 

weighted change in annual inflation (Figure 7).  

 

Figure 7: Trend in Inflation: September 2017 to September 2018  

 
Source: ZimStats 

 

Month on month inflation which declined in the month of August 2018 rose by 0.53 

percentage points to 0.92 percent spurred by the increase in the prices of Food and 

non-alcoholic beverages and Furniture, household equipment and maintenance 

which accounted for  0.35 percent and 0.28 percent of the weighted change in month 

on month inflation. However, the inflation outlook remains extremely negative as 

annual inflation rate is increasing at a faster pace than previously anticipated. 
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7. EXTERNAL SECTOR AND DEBT 

 

7.1 Exports, imports and balances 

Zimbabwe is characterized by foreign currency shortages, bringing out the need to 

expand exports, which remain the main source of foreign currency. Over the period 

February to August 2018, total goods worth about USD2.4 billion were exported 

from Zimbabwe (Figure 8). This represented an increase of about 24 percent 

compared to the value exported over the same period in 2017. While this increase, 

which can be attributed to the export incentives by the RBZ among others, is indeed 

welcome, imports, which represent an outflow of resources, also increased over the 

same period. Total goods worth about USD4 billion were imported over the period, 

which was also a significant increase of about 26 percent compared to the same 

period in 2017 (Figure 8).  

 

A worrying scenario in Zimbabwe is that, due to broken domestic value chains, 

production to increase exports would also require imports, especially raw materials 

to produce the exported products. Thus, export enhancing measures also result in 

increasing imports. As a result, the balance of trade deficit over the period was about 

USD 1.6 billion, which is a significant increase of about 28 percent compared to the 

level of the deficit recorded over the same period in 2017. 

 

The negative trade deficit shows that domestic production in Zimbabwe falls short to 

meet national demand for consumption and investment. Residents, thus have to meet 

excess demand for consumption and investment from foreign production systems.  

This puts pressure on the existing stocks of foreign currency. 

 
Figure 8: Zimbabwe total imports and exports, February to August 2018 and 2017 

 
Source: ZIMSTAT 
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Current and capital account balances  

 

The Monetary Policy Statement announced by the RBZ Governor in October 2018 

shows that the current account balance for 2018 is projected at about USD636 

million in deficit. This deficit is mainly driven by the trade deficit, which is projected 

at about USD1.6 billion. The primary income balance, which measures net earnings 

on factor income, is also projected at about USD136 million in deficit. However, the 

secondary income items (transfers, including remittances) are also important sources 

of foreign currency, as the secondary income balance is projected at about USD1.7 

billion in surplus. Remittances, which are projected at about USD1 billion constitute 

about 60 percent of all secondary income receipts.  

 

The negative current account balance shows the need for policies that boost savings, 

to ensure that they become a source of investment. The capital account balance for 

2018 is projected at about USD209 million in surplus. However, the sum of the 

current account balance and the capital account balance, which shows net borrowing 

or lending, is projected at about USD427 million in deficit. This shows that 

Zimbabwe is expected to continue to be a net borrower, whose net foreign assets 

would continue to decrease. Policy priorities should continue to be centred on the 

current account deficit. 

 

7.2 Debt developments 

 

The TSP reported Zimbabwe’s external debt arrears to be at USD5.6 billion, a 3.7 

percent increase from the December 2017 figure. About USD2.2 billion is owed to 

the multilateral creditors, USD2.7 billion to the Paris Club, USD700 million to the 

Non-Paris Club creditors. The multilateral creditors’ arrears include arrears to the 

African Development Bank (AfDB) of USD667 million and more than USD1.4 

billion owed to the World Bank. Zimbabwe has already cleared its overdue 

obligations to the International Monetary Fund in October 2016. The strategy 

adopted by the New Government involves resolution of the external debt starting 

with the African Development Bank and World Bank, in line with the Lima Debt 

strategy presented in October 2015 in Peru. 

 

The domestic debt has been a menace due to accrual of large and unsustainable fiscal 

deficits. This led to increase in domestic debt to USD7.1 billion in 2017 from a cash 

budgeting system adopted in 2009 which did not permit accrual of domestic debt. 

However, the TSP has announced that the Ministry of Finance and Economic 

Development will adhere to fiscal rules. This include quarterly fiscal reporting of 

indicators such as overall fiscal deficit targets, central Government overdraft 

position at the Reserve Bank of Zimbabwe, domestic public debt to gross domestic 

product (GDP) and Government wage bill as a proportion of total budget 

expenditures to ensure fiscal sustainability. The setting up of the Fiscal and 

Financial Stabilisation Committee as enunciated in the TSP will coordinate and 

monitor Government’s adherence to the fiscal and monetary targets. The Committee 

will set clearly defined, credible and enforceable fiscal and financial rules, 

borrowing plans and performance, against targeted macro-economic aggregates, 

which include monetary policy targets that complement the fiscal consolidation 
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thrust. The fiscal targets are also guided by the Public Finance Management Act, 

the Reserve Bank Act [Chapter 22:15], as well as the Public Debt Management Act 

[Chapter 22:21]. This underscores the need for a coherent debt strategy linked to 

fiscal rules. 

 

8. TOPICAL/THEMATIC ISSUES 

 
8.1 Transitional Stabilisation Programme 2018 - 2020: The New Economic 

Blue Print for Zimbabwe 
 

The Transitional Stabilisation Programme (October 2018 to December 2020) is the 

new economic blue print for Zimbabwe, a short-term stabilisation programme that 

draws its thrust from the Vision 2030. The Vision 2030 intends to transform the 

country into an upper middle-income country by 2030. Some of the TSP focus areas 

include adoption and implementation of prudent fiscal policy underpinned by 

adherence to fiscal rules as enunciated in the Public Finance Management Act 

together with financial rules. This is meant to curb unsustainable and prolonged 

fiscal deficits that perpetuate uncontrolled domestic borrowing by Government, 

which crowds out domestic private investment. This creates fiscal space to support 

capital expenditure, which includes infrastructure investments. The Fiscal and 

Financial Stabilization Committee will coordinate and monitor Government’s 

adherence to the fiscal and monetary targets outlined by the TSP. The Committee 

will set clearly defined, credible and enforceable fiscal and financial rules, 

borrowing plans and performance, against targeted macro-economic aggregates, 

which include monetary policy targets that complement the fiscal consolidation 

thrust. 

 

The TSP reprioritises capital expenditure through commitment to increase the 

Budget on capital expenditures from the current 16 percent of total budget 

expenditures to over 25 percent for 2019 and 2020, a positive development which 

is recommended as the ideal capital expenditure for low income countries. With 

respect to infrastructure, the Programme prioritises quick-win projects in energy, 

water and sanitation, information communication technology (ICT), housing and 

transport, with focus on expediting completion of on-going infrastructure projects, 

that way contributing to the revival of the economy.  

 

The programme also intends to restore Zimbabwe’s agriculture contribution as a 

breadbasket of Southern Africa. It presents quick-win investment opportunities for 

realisation of self-sufficiency and food surpluses that will see the re-emergence of 

Zimbabwe as a major contributor to agricultural production and regional food 

security in the Southern Africa region and beyond. In the mining sector, the TSP 

targets re-opening of closed mines, expansion of mines that are operating below 
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capacity, opening of new mines, promoting beneficiation and value addition, through 

domestic smelting and refining, to increase earnings from mineral resources.  

 

The issue of beneficiation and value addition is in line with the Africa Mining 

Vision, the continental vision for the mining sector. It is intended to transform the 

country from an exporter of agricultural and mineral raw and semi processed 

commodities to value added products, which are not affected by international 

commodity price fluctuations. The focus is not just on big companies but also on 

micro, small and medium enterprises growth and development through business 

linkages, market access, cluster development, business incubation and support 

services. 

 

The issue of avoidance of arbitrary policy reversals is emphasised as critical to build 

confidence in the economy. The TSP also intends to address some of the 

impediments to competitiveness, which include high cost of doing business, 

including inputs supply across various value chains, access to enabling public 

utilities, domestic cost of finance, and introduction of flexibility in Zimbabwe’s 

labour laws. It also intends to implement institutional reforms, which include Public 

Service reforms and State Owned Enterprises reforms. The TSP also announced the 

need to empower Provinces through devolution and decentralisation to enhance their 

efficiency.  

 

In line with enhancing competitiveness, the Government intends to align utility costs 

to rates prevailing in the region. This include ZESA and municipal charges, 

prohibitive EMA charges, high wages relative to productivity, high financing costs 

including limited access to longer term funding, high transport costs including over-

dependency on road haulage given constraints undermining cheaper railway 

transport. Among other partners, the European Union support, under the 11th 

European Development Fund, is enhancing competitiveness reforms through the €10 

million Technical Assistance for the Zimbabwe Economic Partnership Agreement 

Project. 

 

The issue of the Presidential Electronic Dashboard coordinated and administered by 

the Office of the President and Cabinet is a good measure of monitoring and 

evaluation of the TSP to check if the programme is on track. The implementation of 

the TSP is expected to be followed by the implementation of two medium term plans, 

the first five year National Development Strategy for 2021-2025 and second Plan 

covering 2026-2030. Implementation of these economic blue prints is  expected to 

lead to the achievement of the country’s vision 2030 of being an upper middle 

income country. 
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8.2 Zimbabwe’s 2018 Global Competitiveness retrogressing 

 

According to the World Economic Forum’s Global Competitiveness Report 2018, 

Zimbabwe’s overall ranking retrogressed to 128 out of 140 countries, a slippage 

by four ranks from 124th in 2017 (Table 7).  The four indicators, institutions 

(124th), infrastructure (122nd), ICT adoption (110th) and macroeconomic stability 

(120th) for the enabling environment indicate un-competitiveness.  The ranking for 

institutions and infrastructure deteriorated in 2018 rankings from 114th and 116th 

respectively in the 2017-2018 rankings whereas macroeconomic stability 

registered an improvement from 129th in 2017-2018 report to 120th in 2018 

rankings. However, despite the improvement in the macroeconomic environment, 

the country is still ranked low presumable because Government still lacks fiscal 

space to grow the economy. Similarly, there is need for serious reforms especially 

on institutions and the need for expediting completion of on-going infrastructure 

projects since infrastructure is regarded as a key enabler in an economy. 

 

Table 7: Global Competitiveness Index 2018 rankings and 2017-2018 and 

2016-2017 comparisons for Selected SADC countries 

 Overall 2018 

Rank 

Overall 2017-2018 

Rank 

Overall 2016-

2011 Rank 

Mauritius 49 25 25 

South Africa 67 61 47 

Seychelles  74 107 N/A 

Botswana 90 63 64 

Namibia 100 90 84 

Tanzania 116 113 116 

Zambia 118 118 118 

Zimbabwe 128 124 126 

Malawi 129 132 134 

Mozambique 133 136 133 

Democratic Republic of 

Congo (DRC) 

135 126 129 

Source: World Economic Forum, 2017 and 2018  

 

Other weaknesses identified are health (134th), inefficient product (139th) and 

labour market which is not productivity based (122nd). The country has been 

suffering from lack of adequate medical practitioners in hospitals and other health 

facilities due to migration of health professional in search of greener pastures in 

the region and beyond. Innovation through business dynamism (132nd) and 

innovation capability (128th) also requires attention given that only companies that 

are innovative can survive since the world is now operating like a global village. 

Despite Zimbabwe being one of the countries with the highest literacy rate in 

Africa, the skills pillar ranked lowly at 109th, although this is one of the pillars 

with a better ranking together with the financial system which was ranked 108th. 

This may signal that the economy is operating with a fairly developed financial 

system although overall these rankings are still regarded as low. Zimbabwe should 
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continue to be geared towards further improvement of the country’s performance 

to match or surpass other competing countries in the region.  

 

At the global level, United States, Singapore, Germany, Switzerland and Japan are 

ranked in the top five, with China, one of the global giants ranked at 28th. Mauritius 

(ranked 49th) is the most competitive in the Southern African Development 

Community (SADC) region, followed by South Africa (67th), Seychelles (74th), 

Botswana (90th) and Namibia (100th). Other countries such as Tanzania and Zambia 

are also ranked better than Zimbabwe at 116th and 118th, respectively. Among 

selected SADC countries Zimbabwe only performed better than Malawi (129th), 

Mozambique (133th) and DRC (135th). According to the surveyed countries in the 

world, Zimbabwe is more competitive to only 12 countries out of 140, which shows 

the need for expediting reforms on the ease of doing business to improve the global 

rankings and the performance of the economy. The low ranking of the country on 

the Global Competitiveness Index does not augur well for initiatives geared towards 

achieving Vision 2030.  

 

8.3 Zimbabwe’s 2018 Rebased GDP 

 

In 2018, the Government of Zimbabwe, through the Zimbabwe Statistics Agency 

(ZIMSTAT), rebased the Zimbabwe national accounts.  Rebasing generally 

involves the replacement of the old base year used for compiling statistics with a 

more recent base year for computing constant price estimates. This implies that the 

price and quantity base on which the accounts are based change while the weights 

used in aggregating across the different economic sub-sectors also change to reflect 

the importance of each subsector in the economy. 

 

ZIMSTAT conducted a number of surveys which became the basis for changing the 

base year from 2009 to 2012. These include the Central Business Register Inquiry 

for 2012, Survey of Services (SS) for 2013, Poverty Income Consumption and 

Expenditure Survey (PICES) for 2011/12 and Census of Industrial Production (CIP) 

for 2012.  

 

As a result of the rebasing, nominal GDP for Zimbabwe for 2017 increased by 

22.5% compared to the 2009 base amount to about US$22 billion.  This also saw 

nominal GDP per capita, which is a measure of the size of the national income that 

each Zimbabwean can have, increasing by about 22% to $1,511. Real GDP for 

Zimbabwe increased by about 28% to about $19.2 billion due to the rebasing. 

 

Rebasing for an economy is done to remain in line with the changes in the structure 

of the economy. The economy changes constantly in line with technological shifts 

and innovations. The economy could also have transformed such that some sectors 

which could have been allocated lower weights in GDP might warrant higher 

weights. The United Nations Statistical Commission (UNSC) recommends rebasing 

of GDP every five years to capture new economic dynamics.  
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Table 8: Number of Establishments before and after rebasing  
Industrial Description Number of 

Establishments 

before  rebasing 

Number of Establishment 

after rebasing 

Mining and Quarrying 117       93 

Manufacturing 700 5 020 

Electricity, Gas and Water 9    107 

Construction 94    198 

Wholesale, Retail Trade and 

Restaurants and Hotels 

1 715 22 644 

Transport, Storage and Communication 153       695 

Finance, Insurance, Real Estate  499 840 

Education 1 200 4 987 

Community, Social and Personal 

Services 

932 3 553 

Total 5 419 38 137 

Source: ZIMSTAT 

 

The increase in GDP after rebasing is largely due to the fact that the number of 

establishments in the Central Business Register (CBR) was too understated. For 

example, only 5,419 establishments were being captured when the  revised CBR 

captures 38,137 establishments (Table 8). The number of establishments in the 

manufacturing sector jumped from only 700 to over 5,000. The number of 

establishments engaged in wholesale, retail trade, restaurants and hotels also 

shot up tremendously from only 1,715 to 22,644.  
 
As a result, the weights assigned to the different GDP components had to be 

adjusted accordingly, with some sectors seeing a reduced weight while other saw 

an increased weight. Among those whose weight in the GDP increased was the 

manufacturing; the distribution, hotels, and restaurants; construction; real estate; 

public administration; education; and health sectors. However, the agriculture 

sector registered the most significant decline, with its weight falling from 12.4 

to only 8.1. Other notable decreases include mining; finance and insurance; 

transport and communication; and domestic services. 
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Table 4 Changes in weights between 2009 and 2012 base years 

Industry/ Year 2009 2012 

Agriculture, Hunting and Fishing and forestry 12.4 8.1 

Mining and Quarrying 6.7 6.3 

Manufacturing 12.7 14.1 

Electricity and water 3.3 2.9 

Construction 1.6 2.2 

Finance and Insurance 6.8 6.6 

Real Estate 1.3 1.8 

Distribution, Hotels, and Restaurants 14.4 17.9 

Transport and communication 12.9 7.9 

Public administration 3.9 7.5 

Education 3.6 7.8 

Health 0.8 1.6 

Domestic Services 0.4 0.2 

Other Services 4.1 4.0 

Less Fin.Int Services Indirectly Measured -0.3 -0.4 

GDP at factor cost 84.8 88.7 

Net taxes on production 1.3 1.0 

Other taxes on production 1.3 1.0 

Other subsidies on production 0.0 0.0 

GDP at basic prices 86.2 89.7 

Net taxes on products 13.8 10.3 

Taxes on products 13.8 10.3 

Subsidies on products 0.0 0.0 

GDP at Market Prices 100.0 100.0 

Source: ZIMSTAT 

 

9. CONCLUSION 

 
The key issues that the GOZ should aim at addressing include:  

o Restoration of macroeconomic stability; 

o Addressing the debt arrears situation, particularly the scheduled clearance of 

arrears to multilateral creditors;  

o Measures to improve the investment climate, including restoration of property 

rights. 

 

The Bank Group is continuing its engagement with the Government and 

development partners aimed at reaching a solution on Zimbabwe’s debt arrears 

clearance.  

The opinions expressed and arguments employed herein do not necessarily reflect the 

offcial views of the African Development Bank, its Boards of Directors, or the countries 

they represent. This document, as well as any data and maps included, are without 

prejudice to the status of or sovereignty over any territory, to the delimitation of 

international frontiers and boundaries, and to the name of any territory, city, or area. 

Questions on this publication should be addressed to Walter O. Odero, Principal 

Country Economist for Zimbabwe – w.odero@afdb.org.  
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