
1. International Commodity 
Price Developments

Metal prices continued to recover from the downward trend of December 
2011. In January 2012, gold and platinum prices fi rmed by 9 percent and 
15 percent, respectively, while copper and nickel prices also increased by 
8 percent and 10 percent, respectively (Table 1). 

International prices of rough diamonds in January 2012 were affected by 
the increase in supply of diamonds, especially from Zimbabwe following 
the lifting of export ban on the Marange diamonds by the Kimberly 
Process Certifi cation Scheme (KPCS). The decline of rough diamond 
price, averaging about 25 percent since November 2011, was mainly 
realized in India where Zimbabwe exports most of its diamonds. 

Crude oil prices reversed from an upward trend during the fi rst half of 
January 2012 to a decline during the second half of January. Oil Prices in 
Zimbabwe remained stable during the fi rst month of 2012 compared with 
the last quarter of 2011. 

Table 1: International Commodity Prices, January 2012

 Gold Platinum Copper Nickel Brent Crude Oil
 US$/Ounce US$/Ounce US$/tonne US$/tonne US$/barrel
03-Jan-2012 1,594.00 1,407.00 7,715.00 18,785.00 111.24
09-Jan-2012 1,616.50 1,404.00 7,513.50 18,940.00 113.06
16-Jan-2012 1,642.25 1,492.00 8,067.00 19,265.00 111.30
23-Jan-2012 1,675.25 1,542.50 8,360.50 20,530.00 110.80
30-Jan-2012 1,724.75 1,602.00 8,409.50 21,372.50 111.03

Source: Bloomberg, BBC and Reuters 

Table 2: Maize and Wheat Prices (USA), Fob, Gulf, 
January 2012 

 Maize (USA), Fob, Gulf Wheat HRW (USA) Fob, Gulf
 US$/tonne US$/tonne
03-Jan-2012 304 273
09-Jan-2012 292 278
16-Jan-2012 285 260
23-Jan-2012 290 276
30-Jan-2012 298 280

Source: International Grain Council 
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Prices of maize and wheat changed directions 
during the month of January 2012, with maize 
prices closing the month 2 percent weaker while 
wheat prices were 3 percent firmer (Table 2). 
Although the wheat prices firmed in January, they 
have generally been weak. The weakness in wheat 
prices could have been driven by increased world 
production, which reached a record of 690 million 
tonnes in November 2011. Much of the increase 
in wheat tonnage reflects better-than-anticipated 
results in the Southern Hemisphere, especially in 
Argentina and Australia. World stocks at the end 
of December 2011 were estimated at about 204 
million tonnes, only slightly below the record of 
206 million tonnes in 1999/00.

In Southern Africa, maize prices generally increase 
as the season moves towards harvesting since stocks 
from previous seasons are depleting and imports 
fill in the gap. In South Africa, following low 
maize prices in 2010, the monthly price of yellow 
maize continued its upward trend and reached 
a record level of Rand 2,512. 00 (US$307.00) 
per tonne in December 2011, compared to Rand 
1,400 (US$171.00) in December 2010. White 
maize prices remained firm at Rand 2,469.00 
(US$ 301.00) per tonne, but were still significantly 
higher than Rand 1,341.00 (US$163.00) recorded 
in 2010. The rising prices have been fuelled by 
higher international prices, lower production in 
2011 and strong export demand, especially from 
Asia and Central America. The high prices were 
also sustained throughout January 2012 as the 
same factors still persist in the market (GIEWS1, 
2012). In Zimbabwe, the erratic rains and signs of 
moisture stress in some parts of the country during 
the month of January 2012, may have slightly 
pushed retail price of maize up from about US$0.3/
kg to about between US$0.35 and US$0.4/kg.

2. Macroeconomic 
Developments

2.1 Agriculture Sector Developments 

Preparations for this year’s tobacco selling season, 
which starts on February 16, are at an advanced 
stage at the four floors licensed to handle tobacco 
sales this season. The floors include Tobacco Sales 

Floor, Boka Tobacco Auction Floors, Millennium 
Tobacco Floors and a new player Premier Tobacco 
Auction Floors. At least 150 million kgs of tobacco 
are expected to be sold this season. The four floors 
have a combined selling capacity of 36 000 bales 
per day and also have the capacity to sell all the 
tobacco anticipated to be produced this year in 50 
days if all growers meet the booking requirements 
to avoid unnecessary delays. However, the 
Tobacco Industry Marketing Board (TIMB) 
estimates that more than 25 000 tobacco farmers 
are still to register to sell their crop, which creates 
inefficiencies in the auctioning process. The 25 
000 farmers, mainly small-scale are expected to 
turn up at the floors despite not registering. This 
tends to result in overcrowding at the auction floors 
whenever there is an unanticipated huge turnout of 
farmers with their crop. Only 35 000 farmers had 
registered with TIMB as per the regulations at the 
end of January 2012. 

2.2 Mining Sector Developments

Gold

With international gold prices expected to increase 
due to growing demand in China and India, local 
producers are expected to take advantage of 
improving prices to increase their production. Gold 
prices have continuedto rise to US$1,724.75 per 
ounce at the end of January 2012, having opened 
the year at US$1,594.00 per ounce. The price 
increase is expected to attract new entrants into the 
industry. 

In January 2012, small-scale producers delivered 
240.32 kgs of gold while primary producers 
delivered 812.84 kgs. A total of 1,153.16 kgs was 
therefore produced. When compared to January 
2011, a marked improvement in gold production 
can be observed, as small scale producers produced 
only 125.6 kgs while primary producers produced 
599.2 kgs, a total of 724.8 kgs. 

2.3	 Inflation	Developments	

Annual inflation increased from 3.5 percent in 
January 2011 to 4.31 percent in January 2012. 
In December 2011, annual inflation stood at 4.9 

1 Global Information and Early Warning System on food and agriculture
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percent. In January 2012, annual food and non-
food inflation stood at 4.90 percent and 4.05 
percent, respectively. The main drivers of annual 
inflation in January 2012 included Communication 
(12.31 percent); Alcoholic Beverages and Tobacco 
(7.33 percent); Housing, Water, Electricity, Gas 
and Other Fuels (6.94 percent), Education (5.80 

percent); and Food and Non-Alcoholic Beverages 
(4.90 percent). Month-on-month inflation 
increased from 0.21 percent in December 2011 to 
0.46 percent in January 2012. Month-on-month 
food and non-food inflation stood at 0.41 percent 
and 0.48 percent, respectively. 

Figure	1:	Inflation	Developments	

Source: ZIMSTAT

2.4 Interest Rate Developments

Except for the 3-month deposit rate, which 
increased from 8.3 percent per annum in November 

2011 to 9.1 percent per annum in December 2011, 
all other interest rates remained unchanged (Table 
4). The lending rates remained relatively high 
throughout 2011. 

Table 3: Annual Interest Rate Levels ( percent), January-December 2011

Month Commercial Bank 
Average Base 
Lending Rate

Commercial Bank 
Weighted Average 
Base Lending Rate

Merchant Bank 
Average Base 
Lending Rate

Merchant Bank 
Weighted Average 
Base Lending Rate

3-Month 
Deposit 

Rate

Savings 
Deposit 

Rate
Jan-11 1.26-28.00 9.5 11.00-34.00 29.5 9.3 1.0
Feb-11 1.26-28.00 14.0 15.00-34.00 27.1 9.3 1.0
Mar-11 1.26-28.00 9.5 16.00-32.00 19.9 8.3 1.0
Apr-11 1.26-28.00 9.5 16.00-32.00 18.3 8.6 3.2
May-11 8.00-30.00 12.8 15.00-32.00 18.1 8.6 2.7
Jun-11 8.00-30.00 11.2 16.00-32.00 17.3 8.6 2.6
Jul-11 8.00-30.00 11.0 16.00-32.00 18.2 8.6 2.7

Aug-11 8.00-30.00 12.1 16.00-32.00 18.9 8.6 2.7
Sep-11 8.00-30.00 12.6 16.00-32.00 19.6 8.6 1.0
Oct-11 8.00-30.00 13.2 15.00-32.00 19.6 8.6 2.6
Nov-11 8.00-30.00 13.2 10.00-32.00 19.6 8.3 2.6
Dec-11 8.00-30.00 13.2 10.00-32.00 19.6 9.1 2.6

Average 11.8 20.5 8.7 2.3

Source: Reserve Bank of Zimbabwe , December 2011
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2.5 Monetary Developments 

Annual broad money supply broad money supply 
growth (defined as total banking sector deposits) 
declined from 68.5 percent in December 2010 to 
42.6 percent in December 2011 (Figure 2). The 
annual decline in broad money supply growth is 
associated with the movement from a low deposit 
base in 2009. On a month-on-month basis, broad 

money supply growth increased from 1.3 percent 
in November 2011 to 2 percent in December 2011. 
The month-on-month growth rate in broad money 
supply has been unstable, posing forecasting 
challenges. The instability reflects the volatile 
nature of bank deposits, (Figure 3). The deposits 
are largely salary and wage payments that go 
through the banks. 

Figure 2: Monetary Developments (December 2010-December 2011)

Source: Reserve Bank of Zimbabwe, December 2011

Total banking sector deposits (which are net of 
inter-bank deposits) increased from US$2.33 
billion in December 2010 to US$3.32 billion 
in December 2011 (Figure 3). However, this 
increase has not reduced the liquidity shortages in 
the economy. In early January 2012, some banks 

experienced a Real Time Gross Settlement System 
(RTGS) gridlock, which resulted in some banks 
failing to clear their RTGS transactions. This has 
exposedsome challenges faced by the Reserve 
Bank in acting as the lender of last resort. 

Figure 3: Level of Total Banking Sector Deposits (December 2010-December 2011)

Source: Reserve Bank of Zimbabwe, December 2011

Despite the increase in total banking sector deposits, their composition is largely short-term. 
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Figure 4: Composition of Total Banking Sector Deposits as at 31 December 2011

Source: Reserve Bank of Zimbabwe, December 2011

As at 31 December 2011 (Figure 4), the composition 
of total banking sector deposits was as follows: 
demand deposits (57.4 percent), saving and short-
term deposits (33.0 percent) and long-term deposits 
(9.6 percent). The figures suggest that short-term 
deposits dominate total deposits while long-term 

deposits remain a minor component of deposits. 
This composition of bank deposits is unfavourable 
for long-term investment given the asset liability 
mismatch. It is therefore not surprising that the 
bulk of bank loans to the private sector are short-
term loans.

Figure 5: Bank Loan-to-Deposit Ratio ( percent), (December 2010-December 2011)

Source: Reserve Bank of Zimbabwe, December 2011
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Over the period December 2010 to December 
2011, banks have been lending a high proportion 
of bank deposits, with an average loan-to-deposit 
ratio of 82.7 percent (Figure 5). The loan-to-deposit 
ratio increased from 76.8 percent in January 2011 
to 87.4 percent in December 2011. The general 
increase in the loan-to-deposit ratio suggests that 
banks have been increasingly lending more out of 
the deposits mobilized. Increased lending reflects 
increased risk taking on the part of both lenders 
and borrowers. 

2.6 Instant Maximum Cash 
Withdrawal Limits 

The Reserve Bank of Zimbabwe (RBZ) 
in its January Monetary Policy Statement 
set US$10,000.00 as the instant maximum 
cash withdrawal limit. Amounts exceeding 
US$10,000.00 would require prior notice to 
the processing bank. The notice periods were 
stipulated as follows: 

Amount (US$) Notice Required
10001-20,000 24 hours
20001-30,000 48 hours
30001-40,000 72 hours
40001-50,000 96 hours
Above 50,001 5 days

According to the RBZ, the move was prompted by 
the worsening liquidity challenges, circulation of 
large amounts of cash outside the formal banking 
system, delayed cash payments and illegal cash 
externalization. The RBZ attributed the liquidity 
challenges experienced in December 2011 and 
January 2012 to high value and high volume 
payments, which caused gridlocks on the Real 
Time Gross Settlement System (RTGS). 

Given the historical background of the cash 
shortages that characterized the period before 
the Multicurrency System, the introduction of 
cash limits can be counterproductive. Cash limits 
can easily result in weakening bank depositor 
confidence, panic bank withdrawals, reduced bank 
deposits, deposit flight from weak banks to strong 
banks, externalization of cash and investments in 
illiquid assets Already, there are indications that most 
people are investing in physical properties such as 
stands and shops in town, instead of financial assets. 
Such tendencies are in a bid to protect investments 
from any uncertainty in the economy.

2.7 Banking and Monetary 
Developments 

The Minister of Finance and the Governor of the 
Reserve Bank on 16 February 2012 introduced a 
number of policy measures aimed at improving 
the liquidity position of the banking system. The 
measures announced are:

•	 Cash	Withdrawals

 The Reserve Bank will be lifting the previously 
announced cash withdrawal limits with effect 
from March 1, 2012. The reversal of the 
original directive is apparently recognition that 
it was counterproductive and rather adversely 
impacted on confidence in the banking system.

•	 Statutory	Reserves

 The Treasury would be issuing Discountable 
and Tradable Instruments to willing participants 
against the Reserve Bank’s Statutory Reserve 
Liabilities amounting to $83.53 million. The 
maturity of the instruments will range over 2-4 
years with interest rates between 2.5 percent-3.5 
percent. The Treasury would create a Sinking 
Fund to cater for the servicing of interest 
payments and maturities.

•	 Infrastructure	Development	Bonds

 To meet infrastructure funding requirements, 
the Treasury will be issuing Infrastructure 
Development Bonds through the Infrastructure 
Development Bank of Zimbabwe initially to 
the tune of US$50 million. The Bonds would 
have a tenor of 5 years at fixed interest rate of 
10 percent. A Sinking Fund will be established 
to facilitate interest and principal payments.

 Given Zimbabwe’s current external debt burden 
and arrears situation, it is not clear how the 
market would react to these bonds. 

•	 Lender	of	Last	Resort

 The Treasury would be providing $20 million to 
the Reserve Bank to help bolster its function as 
a Lender of Last Resort (LOLR) to the Banking 
System. Additionally Treasury would try to 
mobilize an additional $73 million for the Reserve 
Bank to undertake this function. A Special Purpose 
Vehicle (SPV) is to be established by the Reserve 
Bank where financial institutions and other 
investors will contribute to the LOLR function.
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•	 Nostro	Accounts

 With effect from March 1, banking institutions 
will be required to maintain a maximum of 
25 percent of their nostro accounts balances 
offshore to meet their day to day international 
payments obligations (to be increased to 30 
percent from June 1, 2012). 

According to the RBZ, as at end- 2011, there were 
26 operational banks (including POSB), 16 Asset 
Management Companies and 157 Micro Finance 
Institutions. As at 31 December 2011, 20 out of 
25 banks were in compliance with the Minimum 
Capital Adequacy requirements, whilst all the 
micro finance companies were in compliance. 
The 5 banks, which failed to comply by 31 
December 2011 were given up to 14 February 
2012 to finalise their recapitalization levels. The 
Renaissance Merchant Bank (RMB) curatorship 
was also extended to 3 March 2012. Kingdom Bank 
finalized a US$9.5 million recapitalization deal 

with Afrasia Bank Limited of Mauritius, whilst 
Royal Bank, the Zimbabwe Allied Banking Group 
(ZABG) and Genesis Merchant Bank are still to 
meet the minimum capitalization requirements. 
As at 31 December 2011, the ZABG Bank and 
Genesis Merchant Bank had negative capital 
levels of US$15.3 million and US$3.2 million, 
respectively. These banks are expected to finalise 
their capitalisation or consider merging before the 
deadline of 14 February 2012, failure of which 
their trading licenses will be revoked. 

2.8 Fiscal Performance

The fiscal outturn for 2011 shows that total 
revenues amounted to US$2.92 billion against 
the 2011 National Budget projection of US$2.7 
billion. Total expenditures were contained within 
the available resource envelop and are estimated 
at US$2.89 billion, giving a surplus of US$30.4 
million.

Figure 6: Fiscal Developments: January to December 2011

Source: Ministry of Finance 

Revenue

Improved revenue administration coupled with 
good macroeconomic performance, have allowed 
revenues to continued to rise from US$933.6 
million in 2009 to US$2.34 billion in 2010, and 
to US$2.92 billion in 2011. December 2011 
had the highest revenue collections of US$301 
million, reflecting high tax payments associated 
with end of year activities, as companies made 
their annual tax payments (Figure 7). Hence, tax 

on income and profits (includes corporate tax and 
PAYE) was the major contributor to total revenue 
for December 2011 with an amount of US$145.2 
million. On the overall, the value added tax (VAT) 
at US$911.7 million was the largest contributor 
to gross revenues for 2011, accounting for 34 
percent. Other major contributors included PAYE 
(US$587.6 million or 22 percent), Customs Duties 
(US$332.9 million), Corporate Tax (US$296.4 
million), and Excise Duties, which amounted to 
US$306.6 million (Figure 7). 



8 Zimbabwe Monthly Economic Review February 2012

2.9 External Sector Developments

While imposition of duty on products in the 
2012 budget was mostly viewed as a strategy to 
protect local industries, it appears as if lately the 
government has resorted to using the strategy 
more as a means to improve the revenue base. 
With effect from the 1st of January 2012, Statutory 
Instrument (SI) 156 of 2011, which introduced a 
surtax of 25 percent on a range of commodities, 
took effect. The list of products targeted by the 
surtax covers so many products that are not locally 
manufactured. Products targeted by the SI included 
double cab vehicles, food products, alcoholic 
beverages, tobacco products, beauty products and 
electric household products.

The introduction of the surtax was also met with 
resistance by many stakeholders. The Ministry 
of Finance has already started reviewing these 
policies, with the surtax on double cab motor 
vehicles scrapped under Statutory Instrument 12 of 
2012 just after a month following its effective date. 

3. Stock Market 
Developments 

The ZSE started the year on a turbulent note. The 
mining index hit its lowest level since 2009 to close 
the month at 70.09. The index had recorded levels 
of more than 200 for the beginning of the year, 
since the multi-currency system. The downward 
spiral began in April 2011, possibly resulting 

Figure 7: 2011 Major Contributions to Revenue in US$ millions

Source: Ministry of Finance

Expenditure

Total expenditures for 2011 are estimated at around 
US$2.89 billion. While December 2011 had the 
highest revenue collections at US$301.39 million 
(Figure 6), expenditures for the month of December 
2011 shot to an all year high of US$485.43 million. 
This was mainly on account of high year-end 
related expenditure pressures, compounded by 
payments of civil servants salaries and bonuses. Of 
the estimated total expenditures for 2011, recurrent 
expenditures were 85.3 percent, while 14.7 percent 
was absorbed in capital development projects. The 
recurrent budget was dominated by employment 
costs of US$1.89 billion which accounted for 75 
percent whilst non-wage recurrent expenditures, 
including rentals, foreign travel, institutional 
provisions, maintenance, among others, accounted 
for 25 percent. 

On account of high employment costs overruns, 
arising from the mid-year public service salaries 
review, the capital budget was suppressed at 14.7 
percent of total expenditures against the initial 
target of 20 percent, as government was forced 
to rationalise other expenditures to fund the 
unbudgeted for public service wage increases. 
Continued wage pressure will crowd out other 
non-wage and critical growth enhancing capital 
expenditures in 2012, particularly in the face of 
increased pressure from Public Service Union for 
further salary adjustments that align to the poverty 
datum line.
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from the intensification of the implementation 
of the indigenization policy which raised a lot 
of uncertainties on the long-term viability of the 
mining sector. The industrial index also declined  
since the beginning of the year to close the month 
of January at 138.52, the lowest level since 
August 2010. This could be attributable to the 

slow recovery of the manufacturing sector due to 
liquidity challenges. The development for January 
could also be attributable to low activity of the 
sector as most counters were on their annual shut 
down. Market capitalisation also went down from 
US$3.7 billion at the close of trade on 31 December 
2011 to close January at US$3.5 billion (Figure 8).

Figure 8: Mining and Industrial Indices for January 2012, Zimbabwe

Source: Zimbabwe Stock Exchange 

On a positive note, turnover value recorded its 
highest level since July 2009 to close the month at 
US$55.8 million from 383.2 million shares traded. 
This shows a marked improvement in the average 

price of shares, an indicator of confidence on the 
stock market. There was also an improvement on 
foreign deals which saw a net inflow of capital of 
US$17.8 million. 




