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1. INTERNATIONAL COMMODITY
PRICE DEVELOPMENTS
Metal prices changed directions during the month of March 2012 but
generally closed the month weaker.
Crude oil prices zigzagged with no clear trend during the month of March
2012. Movement in oil prices could have been influenced by speculations
on the likely break down of the Iranian tension with the West which would
affect supply of crude oil. Prices may also have been influenced by the
announcement by Saudi Arabia officials to raise oil production by as much
as 25% in case of an oil shortage. On the other hand, according to the recent
International Energy Agency (IEA) report, the OECD stockpiles are still
well below the 5-year average. It was reported that the U.S and the U.K
agreed to release some of their emergency reserves to pressure down the
high oil prices. In Zimbabwe, prices of fuel went up by between US2 cents
and US8 cents during the month of March 2012. Unleaded petrol went up to
between US$1.45 and US$1.50 from between US$1.42 and US$1.44 while
diesel shot to US$1.35 up from about US$1.32 per litre. Prices of the blended
fuel, E10 also went up from US$1.36 to US$1.41 per litre. Prices firmed in
response to increased local demand and firming international prices.

Table 1: International Commodity Prices, March 2012
02-Mar-2012
09-Mar-2012
16-Mar-2012
23-Mar-2012
30-Mar-2012
% Change

Gold
US$/oz
1,710.50
1,699.50
1,653.50
1,657.50
1,661.63
-2.9%

Platinum
US$/oz
1,702.50
1,685.50
1,674.50
1,621.00
1,641.50
-3.6%

Copper
US$/tonne
8,608.50
8,487.50
8,572.50
8,436.00
8,456.00
-1.8%

Nickel
US$/tonne
19,335.00
18,985.00
18,932.50
18,292.50
17,427.50
-9.9%

Brent Crude Oil
US$/barrel
124.38
125.08
124.70
125.30
123.24
-0.9%

Source: Bloomberg, BBC and Reuters

Table 2: Maize and Wheat Prices (USA), Fob, Gulf,
March 2012
02-Mar-2012
09-Mar-2012
16-Mar-2012
23-Mar-2012
30-Mar-2012
% Change

Maize (USA), Fob, Gulf
US$/tonne
289
280
292
263
270
-6.6%

Source: International Grain Council.

Zimbabwe Field Ofﬁce

Wheat HRW (USA) Fob, Gulf
US$/tonne
305
298
300
283
290
-5%

Prices for both wheat and maize changed direction
several times during the month of March 2012
but closed the month 5% and 6.6% weaker,
respectively. US wheat and maize export prices
lost all or most of the gains registered in early
March. Wheat prices were influenced by the winter
crop concerns in Europe and the Black Sea region
although improved weather boosted prospects
for US winter wheat. Maize prices were initially
lifted by tightening US availabilities, rumours of
increased buying by China and rising soya-bean
values. Maize prices could have been subdued by
competition from lower grade wheat and barley for
feed use, likely slowed down growth in industrial
use and forecasted dip in US ethanol production
because of stalling domestic and export demand.
Prices may also have been affected by global
stocks that are projected to increase modestly as a
rise in the US more than offsets declines in China
and Brazil. In Southern Africa, adequate supplies
of maize and other staple foods from the good 2011
harvests have held maize prices and the prices of
other staples relatively stable or seasonally trending
upward despite the lean season peaks. Maize
prices remained stable or increased seasonally in
Mozambique, Zambia and Zimbabwe in February
2012 (USAID, FEWSNET, 2012). Harvesting of
maize has begun in most parts of the country and
it has started to affect prices in these areas. In rural
and farming areas where there is good harvest,
prices are starting to fall as harvesting progressed
while in areas where there is drought (poor harvest)
prices are starting to firm up. The effect of the new

harvest is slowly trickling down to maize prices in
urban areas as supply starts to build up.

2. MACROECONOMIC
DEVELOPMENTS
2.1 Agriculture Sector Developments
Zimbabwe’s agriculture sector is currently facing
some challenges. The country has experienced
severe droughts in some parts of the country and
has estimated a deficit of one million tonnes of
maize from the 2011/12 summer cropping season,
a development which is likely to see the average
price of maize increasing as the year progresses.
An estimated 45% of the maize that was planted
this season was written off due to the drought.
The hectarage of maize written off rose by 117%
from the 333 637ha recorded in the 2010/2011 to
the 2011/2012 levels of 722 557. An estimated
83 882ha of sorghum planted this season have
been written off with pearl and finger millet
having 32 878ha and 5 621 ha being written
off, respectively. The country currently has 5.2
million cattle, 500 000 sheep and 3 million goats.
The beef sector made marginal gains of 2% from
5.1 million, while milk production increased
16%.The 2011/2012 tobacco season has recorded
marginal improvements compared to the previous
season, both in quantities and prices. The table
below summarises the developments on the
tobacco sector.

Table 3: Tobacco Sales at Zimbabwe’s Four Auction Floors as at
End of March, 2010/2011 and 2011/2012 Selling Seasons
Seasonal
Mass sold(kg)
Value(US$)

Total
2011

%
Change

5,103,038 5,021,952 2,394,462 2,537,644

15,057,096 21,332,949 36,390,045 30,094,472

20.92

18,841,993 18,036,241 8,892,634 9,336,482

55,107,350 79,701,014 134,808,364 91,098,235

47.98

TSF1

BTF

MTF

PTF

Total
Auction

Contract

Total
2012

Average Price (US$/kg)

3.69

3.59

3.71

3.68

3.66

3.74

3.70

3.03

22.38

Rejected Bales (%)

8.25

6.69

7.48

8.23

7.60

3.85

5.67

8.21

(30.98)

Bales Laid

76,404

77,280

35,396

39,333

228,413

242,776

471,189

405,509

26.59

Bales Sold

70,104

72,107

32,748

36,095

211,054

233,437

444,491

372,219

9.61

6,300

5,173

2,648

3,238

12,186

9,339

21,525

33,290

17

73

70

73

70

71

91

82

81

(7)

Rejected Bales
Average Bale Weight

Source: Tobacco Industry Marketing Board
1

2

Key: TSF – Tobbacco Sales Floor, BTF –Boka Tobbacco Floors, MTF –Millenium Tobbacco Floors, PTF - Premium Tobbacco Floors
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As at the end of March 2012, a total of 36.4 million
kgs valued at US$134.8 million were sold against
30 million kgs valued at US$91.1 million sold
the previous season, representing a 20% and 48%
growth in quantities and values, respectively. The
bulk of the tobacco was sold under the contract
system, an indication that there are a lot of farmers
who have not yet been able to sustain their own
tobacco farming activities. The average price
also made substantial gains for the same period,
increasing from US$3.03 in the previous season
to the current level of US$3.70. Bales rejected
declined from 8% in the 2011 tobacco selling
season to 5.7% in the current season, a sign of
improvement in tobacco handling as farmers gain
more experience.

2.2 Mining Sector Developments
The Kimberley Process Certification Scheme
(KPCS) certified another diamond mining firm, the
Zimbabwe Diamond Mining Company to sell its
gems from the Marange diamond fields. The firm,
which is a joint venture between the Government
of Zimbabwe and a company in the United Arab
Emirates, became the fourth mine in the area to
be certified after the KPCS monitors inspected its
operations.
On indigenization, the Government of Zimbabwe
accepted the proposal by Implats (Impala
Platinum) to turn over the majority shareholding
to locals. However, the Government is bound
by a Bilateral Agreement with South Africa to
pay a fair value for the stake in Mimosa, hence
between US$500 million and US$1 billion cash
will be needed to honour its commitment to the
Treaty.
Rio Tinto risked being placed under Judicial
Management after a consortium of banks that it
owes over US$50 million made a court application
for a provisional judicial management against
the company. However, the mining company’s
managed to strike a deal with its major shareholders
led by Old Mutual who promised to avail funds
towards retiring its debt.

Zimbabwe Coal Indaba
The Zimbabwe Coal Indaba was held in
Johannesburg on the 30th of March 2012. The
Indaba was attended by players in the coal
industry, such as Hwange Colliery Company,
the Chamber of Mines of Zimbabwe and
mining consultants. Presentations were made
on the developments, legislation and investment
opportunities in the coal sector in Zimbabwe.
The main focus of the Indaba was on the underexploitation of coal deposits in Zimbabwe.
According to World Bank estimates, Zimbabwe
is estimated to have 20 billion tonnes of coal
reserves (World Bank Review, 1989 as quoted
by Zimbabwe Coal Indaba, 2012) with only ten
coal fields likely to be developed in the next
10 years whilst an estimated 14 coal fields are
unlikely to be developed due to low grade ores
and inaccessibility of the underground ores. If
fully developed, the coal fields in Zimbabwe
are likely to contribute to the increase in the
electricity generating capacity of the country
and hence, the overall economic growth since
Hwange Colliery and the three small thermals
(Harare, Bulawayo and Munyati) rely on coal in
generating electricity.

Gold Deliveries
Gold deliveries grew at an average rate of 5.77%
for the first three months in 2012 to register a
cumulative total of 3126.6 kgs, whilst the average
growth rate for small-scale and primary producers
stood at -3.2% and 8.3%, respectively during the
same period (Figure 1). However, month-onmonth gold deliveries in March 2012 registered
positive growth for both small-scale producers
and primary producers with 13.59% and 26.01%,
respectively. Overall gold deliveries grew by
23.4% from February 2012 to March 2012
deliveries.
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Figure 1: Gold Deliveries First Quarter 2011 Vs First Quarter 2012

Source: Reserve Bank of Zimbabwe, 2012
On the other hand, comparing gold deliveries in
the first quarters of 2011 and 2012, cumulative
gold deliveries for the first three months in 2012
grew by 21.64%. Small-scale producers and
primary producers grew by 19.2% and 22.3%,
respectively in the first quarter of 2012 from
the figures attained in the first quarter of 2011.
These positive growth rates can be attributed
to the firming gold prices on the international
commodity markets with the spot price averaging
more than US$1600 an ounce and the positive
macroeconomic outlook in the country that have
allowed an increase in production capacity as
compared to developments in 2011.
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2.3 Inflation Developments
Annual inflation increased from 2.7% in March
2011 to 3.98% in March 2012. In March 2012,
annual food and non-alcoholic beverages stood at
5.20% while the non- food inflation was 3.44%.
Key factors underpinning annual inflation included
communication 11.66%; housing, water, electricity,
gas and other fuels 10.65%; Restaurants and hotels
8.65%. On a month-on-month basis, inflation
decreased from 0.49% in February 2012 to 0.43%
in March 2012. In March 2012, month-on-month
food and non-alcoholic beverages inflation stood
at 0.8%, while the month- on- month non-food
inflation was 0.26%.

Source: ZIMSTAT March 2012 Inflation Figures

2.4 Interest Rate Developments

Despite the low inflation levels attaining in
Zimbabwe, inflationary pressure still persist in the
economy due to low productivity levels and high
utility charges (housing, water, electricity, gas and
other fuels). Electricity shortages also continue to
adversely affect the productive sector especially
the manufacturing sector. The exchange rate
fluctuation between the United States Dollar and
the South African Rand is also affecting prices of
local commodities, as most of Zimbabwe’s imports
are from South Africa.

Commercial bank weighted average base lending rates
increased from 13.2% per annum in January 2012 to
14% per annum in February 2012. The merchant bank
weighted average base lending rates also increased
from 19.6% per annum in January 2012 to 20.1% in
February 2012. The 3-month deposit rates and the
savings rates remained unchanged at their January
2012 levels of 9.5% per annum and 2.6% per annum,
respectively. The gap between the commercial and
merchant lending rates is still wide.

Table 4: Annual Interest Rate Levels (%), February 2011-February 2012
Month
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
Dec-11
Jan-12
Feb-12
Average

Commercial Bank
Average Base
Lending Rate
1.26-28.00
1.26-28.00
1.26-28.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00
8.00-30.00

Commercial Bank
Merchant Bank
Merchant Bank
Weighted Average
Average
Weighted Average
Base Lending Rate Base Lending Rate Base Lending Rate
14.0
15.00-34.00
27.1
9.5
16.00-32.00
19.9
9.5
16.00-32.00
18.3
12.8
15.00-32.00
18.1
11.2
16.00-32.00
17.3
11.0
16.00-32.00
18.2
12.1
16.00-32.00
18.9
12.6
16.00-32.00
19.6
13.2
15.00-32.00
19.6
13.2
10.00-32.00
19.6
13.2
10.00-32.00
19.6
13.2
10.00-32.00
19.6
14.0
10.00-32.00
20.1
12.1
20.4

3-Month
Deposit
Rate
9.3
8.3
8.6
8.6
8.6
8.6
8.6
8.6
8.6
8.3
9.1
9.1
9.1
8.8

Savings
Deposit
Rate
1.0
1.0
3.2
2.7
2.6
2.7
2.7
1.0
2.6
2.6
2.6
2.6
2.6
2.3

Source: Reserve Bank of Zimbabwe, February 2012
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Given the prevailing inflation and nominal savings
rates, the real savings rates are still negative, which is
a disincentive to savings. This implies a need to find
more measures to induce savings in the economy.

2.5	Banking and Monetary
Developments
Annual broad money supply (M3) growth
(defined as total banking sector deposits, which

are net of inter-bank deposits) declined from
59.0% in February 2011 to 37.4% in February
2012 (Figure 3). On a month-on-month basis, M3
growth increased from 1.4% in January 2012 to
7.4% in February 2012. The increases in monthon-month M3 growth, which reflects an increase
in total banking sector deposits, is favourable,
given the prevailing liquidity constraints in
the economy.

Figure 3: Monetary Developments (February 2011-February 2012)

Source: Reserve Bank of Zimbabwe, February 2012
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The growth in month-on-month M3 is unstable, reflecting volatility in total banking sector deposits.

Figure 4: Level of Total Banking Sector Deposits (February 2011-February 2012)

Source: Reserve Bank of Zimbabwe, February 2012
Annual total banking sector deposits, increased by
44.3% from US$3.15 billion to US$3.78 billion
in February 2012. The annual increase in total
deposits is associated with increases in all types

of deposits as follows: demand deposits (44.27%);
saving and short-term deposits (29.72%) and longterm deposits (23.81%).

Figure 5: Composition of Total Banking Sector Deposits (%) as at 29 February 2012

Source: Reserve Bank of Zimbabwe, February 2012
As at 29 February 2012 (Figure 5), the composition
of total banking sector deposits stood as demand
deposits (59.6%), saving and short-term deposits
(31.6%) and long-term deposits (8.8%). Despite
the increase in banking sector deposits, their

composition remains unfavourable for longterm lending and investment. The composition
of deposits suggests weak depositor confidence,
hence the concentration in short-term deposits.
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Figure 6: Bank Loan-to-Deposit Ratio (%), February 2011-February 2012

Source: Reserve Bank of Zimbabwe, February 2012
The loan-to-deposit ratio declined from 87.4%
in January 2012 to 82.2% in February 2012.This
stance is in view of the prevailing non-performing
loans, over-lending, over-borrowing and high
anticipated default risk. The prevailing conditions
point to a need for cautiousness on the part of both
borrowers and lenders. In an environment with
high lending rates, over borrowing is risky as it
easily results in high loan default rates.

2.6 Financial Sector Developments
Out of the 5 banks which were previously
undercapitalized, 4 of them have officially met
the minimum capital adequacy requirements.
These include the Zimbabwe Allied Banking
Group (ZABG), the Kingdom Bank , Renaissance
Merchant Bank and Royal Bank. The Kingdom
Bank made a deal with Afr-Asia. The Renaissance
Merchant Bank made a deal with the National
Social Security Authority (NSSA). The ZABG
sealed deals worth US$27.8 million with Unicapital of Mauritius and Trebor & Khays of
Zimbabwe. The ZABG required US$15.3 million
to plug its negative capital base and another
US$12.5 million to meet the capital threshold of
US$12.5 million. The only bank that has not met
the minimum capital adequacy requirements is the
Genesis Merchant bank, which is still understood
to be negotiating capital deals.
Despite the liquidity constraints and other
financial sector challenges, several banks made
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profits for the financial year ended 31 December
2011. For example, TN Holdings posted a profit
before tax of US$5.89 million after making some
cash discounting amounting to US$6.5 million.
The Kingdom bank posted a profit before tax of
US$782 031. As at 31 December 2011, the CBZ
Limited, one of the largest commercial banks,
posted a profit of US$24.7 million; its loan book
was valued atUS$800 million and its loan-todeposit ratio of was 96%. It attained a market
share of 6.68% in respect of loans and advances.
Stanbic bank posted a profit after tax of US$11
million and the BankABC made a profit after
tax of 87.7 million Pula. However, Trust bank
incurred a US$3.6 million loss before tax, which
it attributed to branch roll out. It is understood
that Trust Bank is set to reduce its loan-to-deposit
ratio to about 80%.
Despite the favourable profitability levels, the
banking sector still faces some challenges. These
include liquidity shortages; limited inter-bank
lending between strong and weak banks; small
amount of the lender-of-the-last-resort (LOLR)
facility at the central bank; short-term nature
of the bulk of the banking sector deposits; high
bank operating costs; limited bank sources of
income; limited range of domestic money market
instruments; high bank credit demand against
limited supply; weak depositor confidence; limited
external lines of credit, money circulating outside
the formal banking sector and non-performing
loans, among others.

2.7 Fiscal Performance
The fiscal out-turn for 2012 shows that cumulative
Government revenues for the first two months
(January and February 2012) amounted to
US$483.3 million against a target of US$549.5

million. Total Government revenues for February
2012 amounted to US$227.3 million. Cumulative
expenditures to February 2012 were contained
within the available revenues at US$444.5 million,
hence a net surplus of US$38.8 million for the two
months (Figure 7).

Figure 7: Fiscal Developments for January to February 2012: US$ millions

Source: Ministry of Finance
Notwithstanding the cumulative surplus, for the
two months, Government incurred a fiscal deficit
of US$46.8 million in February 2012, (Figure 7).
This was mainly on account of increases in
employment costs on the back of public service
salary adjustments effected at the beginning of the
year. Following the salary adjustments effected in
January 2012, cumulative employment costs for the
first two months amounted to US$257.4 million,
or 53.3% of total revenues and 57.9% of total
cumulative expenditures, which is a significant
increase from the US$162 million or 38% of
revenue and 48% of cumulative expenditures for
the same period in 2011. The increase in the public
sector wage bill has a crowding out effect on other
non-wage social and capital expenditures, which
are currently accounting for 46.7%of revenues and
42% of total expenditures. More wage pressures
are likely to be experienced in June 2012 as Unions
expect a review of salaries during the Mid-Term
Fiscal Policy Review process, which could further
skew expenditures towards employment costs.

2.8 Tourism Sector Developments
Zimbabwe is rated by the Regional Tourism
Organization of Southern Africa (RETOSA) as
the third largest country in respect of tourism
receipts in Southern Africa, after South Africa
and Botswana. As such, Zimbabwe needs to
increase its infrastructure, tourism products and
more importantly refine its tourism policies in
order to maintain and or improve its position.
There are continuing efforts by both the private
and public sector to promote growth of tourism
in Zimbabwe. In March 2012, 8 Zimbabwean
companies participated in the 44th edition of
the International Tourism Bourse (ITB) held
in Berlin, Germany, from the 7th to the 12th of
March 2012. The ITB attracted more than 10 000
exhibitors from 180 countries and more than
170 000 trade visitors.
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2.9 External Sector Developments
As the trade balance trend continues to be on a
negative path, there is a growing need to focus
attention on identifying potential sectors that
can be used to boost exports. Statistics show that
during the period 1 January 2012 to 2 March 2012,
declared exports shipments increased by 6.19%
compared to the same period in 2011. A look at
the sector contribution to total exports reveals that
it is generally mining, contributing 70.7% (Table
5), which forms the backbone of exports. The
sector also registered significant growth in exports
compared to the same period in 2011.

However, tobacco, which happens to be the
second major export earner failed to maintain
the 2011 momentum over the same period as
exports registered a 42.57% decline in 2012.
Indications on the ground, however, show that the
decline in tobacco exports over this period does
not necessarily reflect decline in output, as there
was a 20% increase in quantities sold compared
to 2011 (See Agriculture Sector Developments).
This could reflect that there were some delays in
exporting compared to 2011. Challenges with
regards to access to key inputs such as fertiliser
and electricity need to be addressed if the export
potential of tobacco is to be enhanced.

Table 5: Exports trend for Selected Sectors, Zimbabwe: 1 Jan-2 March, 2012
Sector

Exports
(U$ Million)

Percentage
Contribution

Growth Rate Over the Same Period in 2011

Mining

412

70.67

23.35

Tobacco

85

14.58

-42.57

Agriculture

37

6.35

15.63

Manufacturing

47

8.06

56.67

Horticulture

1

0.17

-66.67

1

0.17

-50.00

583

100.00

Hunting
Total

Source: Ministry of Finance, March 2012
Although manufacturing exports increased by over
56% in comparison to the same period in 2011, the
fact that they constitute only 8% of total exports
during the period under review demonstrates
limited value addition by the local industries. As
reflected in the Industrial Development Policy
(IDP), which covers the period 2012-2016, one
of the key objectives is to increase manufacturing
sector contribution to exports to 50% by 2015.
Given the huge gap that still exists, the key to
resolving the negative trade balance can be argued
to be generally hinged on the extent to which
policy strategies can be formulated to incentivise
value addition for exports.

3. STOCK MARKET
DEVELOPMENTS
On a positive note, the CBZ Bank announced
plans to list the Zimbabwe Economic Recovery
Bond on the Zimbabwe Stock Exchange (ZSE)
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after successfully issuing a three-year bond on
the Cayman Islands Stock Exchange. This bond
is a debt security in which the authorized assurer
owes the holders a debt and, depending on the
terms of the bond, is obliged to pay interest (the
coupon) to use and/or to repay the principal at
maturity. The US$50 million bond arranged and
guaranteed by the African Export-Import Bank
was listed and admitted to trading on the Cayman
Islands Stock Exchange in June last year. Such a
bond is expected to broaden choices of assets on
the market.
The stock market continued on a downward slide
that began in mid-2011. The mining index failed
to break the 100 point barrier and the industrial
index failed to rise above 150 points as shown on
the figure below.

Figure 8: Stock Market Developments March 2012

Source: Zimbabwe Stock Exchange
The sluggish performance underpinned by low
industrial recovery as well as political uncertainty
prevailing in the countries due to the talk of
elections, has further been exacerbated by the
anticipated bad performance of the agricultural
sector on the back of droughts that affected parts
of Midlands, Mashonaland West and Mashonaland
Central Provinces.

4. OTHER TOPICAL
ISSUES
On the 26th of March 2012, the Government
launched 2 policies, the Industrial Development
Policy (2012-2016) and the National Trade
Policy (2012-2016). The policies were drafted by
the Ministry of Industry and Commerce. These
policies will guide the country’s policy making
strategies and implementation of reforms targeting
the industrial and trade regime for the period 2012
to 2016. The Industrial Development Policy’s main
objective is to create a vibrant and competitive
economy by restoring the manufacturing sector
contribution to national economy from 15% to
30% and increasing capacity utilization from the

current level of about 57% in 2011 to 80% by 2016.
The industrial policy document outlines strategies
that will be implemented to achieve these targets
namely industrial financing, skills auditing and the
review of the country’s import tariffs. On the other
hand, the National Trade Policy seeks to increase
exports and promote diversification of the country’s
exports. The Trade policy is promoting an export led
industrialization strategies; institutional capacity
development; deepening regional integration and
engagement in multilateral arrangements.
On the 16thof March 2012, the Government launched
the Zimbabwe Accelerated Arrears Clearance, Debt
and Development Strategy (ZAADDS). The debt
strategy seeks to find ways in which the country
can retire its debt, which amounted to US$6.9
billion (about 103% GDP) as at December 2010.
The main objective of this strategy is to enable
the country to secure external arrears clearance
and debt relief. The implementation of ZAADDS
is anchored on strengthening debt management,
re-engagement and the injection of capital by the
international community on the normalization of
relations.
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