
1.	 INTERNATIONAL	COMMODITY	
PRICE	DEVELOPMENTS

Gold and platinum prices took an upward trend for the greater part of 
January. The gold price rose from USD 1,640 per ounce as at 4 January to 
USD 1,689 per ounce by mid-January before closing the month at USD 
1,665 per ounce (Table 1). The Indian Government’s decision to raise its 
import taxes on gold, reducing demand in the process, was the main driver 
of the decline in the gold price at the end of January. The depreciation of 
the rupee against the United States dollar (USD) also led to a slowdown 
in demand of gold in India, which is a leading importer of gold.

Table	1.	International	Commodity	Prices

Date
Gold Platinum Copper Brent

Crude	Oil

USD/oz USD/oz USD/tonne USD/barrel

31-Dec-2012 1,661 1,523 7,898 111

4-Jan-2013 1,640 1,551 8,076 111

11-Jan-2013 1,664 1,626 8,024 111

18-Jan-2013 1,689 1,685 8,046 111

25-Jan-2013 1,665 1,691 7,998 113

Source: Bloomberg and Reuters

Platinum prices rose from USD 1,551 per ounce in early January to close 
the month at USD 1,691 per ounce (Table 1). The price of platinum 
managed to surpass the USD 1,600 level for the fi rst time since mid-
December. This mainly refl ected the hopes for economic recovery in 
China and an expected subsequent increased demand for platinum from 
the country’s manufacturing industry.

The prices of crude oil during the month of January were on a positive 
trend, rising from USD 110.69 per barrel on 31 December to close the 
month at USD 113.46 per barrel. The increase in the crude oil price 
resulted from the drop in crude oil supply from the Organization for 
Petroleum Exporting Countries (OPEC). OPEC’s oil productions edged 
down by 464 thousand barrels per day to reach 30.365 million barrels in 
December 2012; hence the effects were also felt in January.
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2.	 MACROECONOMIC	
DEVELOPMENTS

2.1	 Overview	of	the	Economy

Economic growth decelerated from 10.6 percent 
in 2011 to 4.4percent in 2012, reflecting a fragile 
recovery owing largely to inherent political and 
economic uncertainties, high debt overhang and the 
deteriorating infrastructure. Real GDP is however 
projected to marginally improve to 5.0percent in 
2013 underpinned by improvements in mining 
and agriculture. Inflation in 2012 averaged about 
5.0 percent. Under the multi-currency regime, 
inflationary developments in the short to medium 
term will continue to be influenced by the USD/
rand exchange rate, inflation developments in 
South Africa, international oil prices and local 
utility charges. 

According to the Monetary Policy Statement 
(MPS) announced on the 31st of January 2013, 
bank loans and advances remained largely short-
term and were channeled towards the financing 
of working capital, with limited funding going 
towards capital investments. In the Government’s 
cash-budgeting system, less investment has also 
gone towards capital projects. This implies that in 
the long-term, the growth process may stall. There 

is need for the economy to invest more in capital 
projects. 

2.2	 Agriculture	Sector	Developments

In January 2013, farmers experienced a dry spell, 
which is likely to impact seriously on the crop 
harvest. In the Masvingo Province, for example, 
planting began in early January 2013. The mid-
season dry spell experienced during the third and 
fourth weeks of January affected the development 
of the already late crop.

2.2.1	Armyworm	Outbreak	

The Plant Protection Research Institute under 
the Ministry of Agriculture, Mechanisation and 
Irrigation Development revealed that most areas of 
the country received rains fairly late this season, 
and in the first two weeks of the month, the crop 
was in the three to four leaf stage, making it 
susceptible to armyworm damage. The total area 
under armyworm threat was 5,109 hectares, of 
which about 90 percent are pastures. Most of the 
pastures (92 percent) are in Mashonaland West 
(Figure 1). This implies that the damage to the 
crops will not be a serious threat to food security in 
the country. Other factors, including late planting, 
will explain any reductions in crop production. 

Figure	1.	Hectarage	Under	Armyworm	Threat	
During	the	Period	1	to	14	January	2013

Source: Ministry of Agriculture, Mechanisation and Irrigation Development

The amount of chemicals that were dispatched 
throughout the country between 15 December 
2012 and 8 February 2013 is shown in Table 
2. Armyworm outbreaks in the past have been 

confined to the Mashonaland provinces, with 
minor outbreaks reported in the Midlands and 
Manicaland provinces. The latest outbreak affected 
all the provinces.
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Table	2.	Chemicals	Issued	to	Provinces	to	Fight	Armyworm	
between	15	Dec	2012	and	8	Feb	2013

Province Carbaryl	quantity	issued	(kilograms) Karate	quantity	issued	(liters)

Mashonaland Central 1,175 60
Mashonaland West 887 60
Mashonaland East 840 60
Masvingo 584 60
Midlands 516 60
Matabeleland North 568 60
Matabeleland South 330 60
Manicaland 312 50
Harare 46 -
Total 5,276 450

Source: Ministry of Agriculture, Mechanisation and Irrigation Development

The Plant Protection Research Institution 
dispatched 5,276 kilogram of the carbaryl 
insecticide, 450 liters of the Karate brand 
insecticide, as well as 4,690 knapsack sprayers, 
and the chemicals reportedly proved sufficient 
to respond to the armyworm outbreak. Although 
chemical control operations were carried out in all 
the affected areas, the incessant rains washed off 
the chemicals, making them less effective.

2.2.2	The	2012	Auction	Tobacco-
Marketing	Season

As at 31 January 2013, tobacco seasonal export 
permits worth 12.3 million kilograms had been 
issued as compared to 5.7 million kilograms over 
the same period in 2012 (a 116 percent increase). 
The total value of export permits issued increased 
by 77 percent, from USD 27.3 million in January 
2012 to USD 48.3 million in January 2013. Export 
permits to China comprised about 31.3 percent 
of total value of the permits issued by the end of 
the month while those to South Africa constituted 
about 23 percent of the total value of all the export 
permits. Tobacco exports to European Union 
countries stood at 16.5 percent in January 2013.

While the month closed with the farmers busy 
preparing their crops for the market – taking care 
of processes such as curing, grading and baling – 
some tobacco growers were still grappling with 
limited financial capacity to prepare their crop for 
the market. Lack of access to credit prevented these 
farmers from developing adequate infrastructure, 
such as barns and sheds for storing the crops. 
Contract farming arrangements only provide 

farmers with limited support, only for inputs and 
labor, for example. A more comprehensive funding 
model that caters for the range of farmers’ needs is 
needed.

2.3	 Mining	Sector	Developments

The Government, through the Ministry of Mines 
and Mining Development is in the process of 
revising some sections of the Mine and Minerals 
Act (Chapter 21:05) such that farmers allocated 
land under the land resettlement program have the 
right of first refusal over minerals discovered on 
their farms. The current legislation allows miners 
with exclusive prospecting rights and the necessary 
Government permission to start prospecting on 
farmlands even without consulting the farmers 
concerned. The move by the Government will 
empower farmers with bargaining power and allow 
them to enter into mutually beneficial partnerships 
or joint ventures with mine prospectors.

Tantalite deposits were discovered in the Seke 
communal lands. Manyame Rural District Council 
subsequently obtained a prospecting license from 
the Ministry of Mines and Mining Development 
to prevent rampant land degradation and illegal 
mining activities, which had started occurring 
following the discovery of the mineral. The tantalite 
mineral yields the metal tantalum, which is used 
in the electronic capacitor manufacturing process. 
Zimbabwe has other known deposits of tantalite in 
areas such as Hurungwe, Guruve and Mberengwa. 
The mineral fetched between USD 80/kilogram to 
USD 120/kilogram on the international commodity 
market in 2012.
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Figure	2.	Total	Gold	Deliveries	(Kilograms)

Source: Fidelity Printers and Refiners

Month-on-month gold deliveries for January 2013 
declined by 8.04 percent from 1,052 kilograms in 
December 2012 to 967.45 kilograms in January 
2013. This decline in deliveries can be attributed 
to the fact that most mining firms shut down for 
the festive season, with the resulting reduced 
production levels. However, comparing gold 
deliveries for January 2012 with those of January 
2013, total deliveries declined by 8.14 percent to 
967.45 kilogram year-on-year. This was a result of 
the significant decline in deliveries by small-scale 
gold producers; these deliveries declined by 33.76 
percent, from 216.47 kilograms in January 2012 
to 143.40 kilograms in January 2013. On the other 
hand, deliveries by primary producers declined by 
1.51 percent, from 836.69 kilograms in January 
2012 to 824.05 kilograms in January 2013.

2.4	 Inflation	Developments	
in	January	2013

Annual inflation declined from 4.3 percent in 
January 2012 to 2.5 percent in January 2013 
(Figure 3). In January 2013, annual food and non-
food inflation stood at 3.7 percent and 1.9 percent 
respectively. Key drivers of annual inflation in 
January 2013 included education (13.0 percent); 
housing, water, electricity, gas and other fuels 
(10.7 percent) and transport (6.4 percent). The 
main factors that contributed to the decline in 
annual inflation in January 2013 included wines 
(-8.7 percent) and clothing material (-5.8 percent).

Figure	3.	Inflation	Developments

Source: ZIMSTAT
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Month-on-month inflation for January 2013 
declined to 0.07 percent from 0.13 percent in 
December 2012 (Figure 3). Month-on-month food 
and non-food inflation stood at 0.32 percent and 
-0.06 percent respectively. Thus, non-food items 
were the main factor underpinning the decline in 
month-on-month inflation in January 2013. 

In general, food items have been the main driver of 
both annual and month-on-month inflation. Policy 
measures targeted at increasing the supply of food 
and the reduction of food prices were expected to 
lead to lower inflation levels.

2.5	 Interest	Rate	Developments

In December 2012, quoted minimum nominal 
lending rates for commercial and merchant banks 
increased to 10 percent and 15 percent per annum 
from their November 2012 levels of 6 percent and 

13 percent respectively (Table 3). The increases 
are unfavorable in an environment where there is 
need for cheaper finance to boost the productive 
sectors. Notably, beginning November 2012, upper 
limits on quoted lending rates for merchant banks 
declined from 35 percent to 25 percent. However, 
the lower limit on merchant bank lending increased 
from 13 percent to 15 percent in December 2012 
while that for commercial banks increased from 6 
percent to 10 percent. These developments imply 
that for commercial banks, borrowing has become 
more expensive for borrowers with low capacity 
while for merchant banks, borrowing has become 
more expensive for borrowers with low capacity 
and cheaper for borrowers with high capacity. The 
prevailing pattern in lending rates is unfavorable 
for borrowers with limited capacity. It also implies 
that following these changes, some borrowers with 
low capacity have been priced out of the market.

Table	3.	Interest	Rate	Levels	(Annual	Percentages)

End	
Period

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

Savings	
Deposit	
Rate

Nominal Weighted	Average Nominal Weighted	Average

Rate Individuals Corporates Rate Individuals Corporates

Apr-12 8.00-30.00 15.00 13.06 13.00-25.00 18.37 16.36 5-20.00 0.00-12.00

May-12 6.00-30.00 14.98 11.86 15.00-30.00 15.78 14.47 5.20.00 0.00-12.00

Jun-12 6.00-35.00 13.81 11.58 15.00-30.00 17.86 14.04 5-20.00 0.00-12.00

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

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

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

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

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

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

Average 14.67 11.41 17.78 14.27

Source: Reserve Bank of Zimbabwe Monthly Economic Review

In December 2012, the range of commercial bank 
three-month and savings deposit rates remained at 
the November 2012 levels of 4 to 20.00 percent 
and 0.15 to 8.00 percent respectively. The range in 
commercial bank three-month deposit rates is still 
wide across individual banks (4 to 20.00 percent), 
suggesting the banks’ different capacities to reward 
depositors. 

2.6	 Banking	Sector	and	
Monetary	Developments

Annual growth in broad money supply (M3), 
defined as total banking sector deposits (net of 

inter-bank deposits), declined from 33.2 percent 
in December 2011 to 28.0 percent in December 
2012 (Figure 4). The decline in annual M3 growth 
is a negative development in an economy, which 
is heavily reliant on bank finance. On a month-
on-month basis, M3 growth increased from 0.3 
percent in November 2012 to 3.8 percent in 
December 2012. Focusing on the trends (Figure 4), 
the month-on-month M3 movements are, however, 
too volatile to give any reliable indication on future 
prospects in M3 growth. 
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Figure	4.	Monetary	Developments	(M3)

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Total annual banking sector deposits increased from 
USD 3.10 billion in December 2011 to USD 3.97 
billion in December 2012 (Figure 5). However, the 
annual growth rate declined from 33.2 percent in 
December 2011 to 28.0 percent in December 2012. 

On a month-on-month basis, total banking sector 
deposits increased by 3.8 percent from USD 3.82 
billion in November 2012 to USD 3.97 billion in 
December 2012.

Figure	5.	Level	and	Growth	Rate	of	Total	Banking	Sector	Deposits

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Total bank deposits for December 2012 surpassed 
the USD 3.89 billion projected in the National 
Budget Statement for 2013. Notwithstanding this, 

there is still need to mobilize more deposits, given 
the growing demand for bank loans in a recovering 
economy. 

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

Type	of	Deposit Oct-12 Nov-12 Dec-12
Monthly	Increase		

(absolute)		
USD	billion

Monthly		
Increase	
(percent)

Demand Deposits 2.02 1.91 2.18 0.27 13.99

Saving and Short-Term Deposits 1.31 1.24 1.23 -0.01 -1.1

Long-Term Deposits 0.48 0.67 0.56 -0.11 -16.13

Total	Deposits 3.81 3.82 3.97 0.15 3.8

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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In December 2012, the composition of total 
bank deposits was as follows (Figure 6): demand 
deposits (54.8 percent), savings and short-term 
deposits (31.0 percent) and long-term deposits 
(14.2 percent). Long-term deposits, which had 
significantly increased in November 2012, 
declined from USD 0.67 billion in November 2012 
to USD 0.56 billion in December 2012. Demand 
deposits, which had declined to USD 1.91 billion 

in November 2012, increased significantly to 
USD 2.18 billion in December 2012. The pattern 
of deposits in December 2012 is reflective of 
the increased demand for cash during the festive 
season. Developments in deposit mobilization 
suggest that there are still challenges in mobilizing 
long-term deposits, which are critical in financing 
long-term investments. Depositors are still short-
term focused. 

Figure	6.	Composition	of	Total	Banking	Sector	Deposits	
(Percent	of	Total	Deposits)	in	December	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The loan-to-deposit ratio – calculated on the basis 
of total bank deposits, external and domestic 
sources of funding – declined from 91.2 percent in 
November 2012 to 89.6 percent in December 2012 
(Figure 7). The month-on-month decline in the 

loan-to-deposit ratio was explained by the fact that 
lending increased by a smaller magnitude (1.97 
percent) compared to the increase in bank deposits 
(3.80 percent). 

Figure	7.	Loan-to-Deposit	Ratio

Source: Reserve Bank of Zimbabwe Monthly Economic Review

The loan-to-deposit ratio is currently within the 
internationally recommended ratio of 70 to 90 

percent. However, there is still need to mobilize 
more deposits to support any additional lending. 
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Figure	8.	Distribution	of	Bank	Credit	to	the	Private	Sector	in	December	2012

Source: Reserve Bank of Zimbabwe

However, further lending to the productive sectors 
of the economy still needs to be encouraged for the 
economy to grow. 

2.7	 Other	Financial	Sector	
Developments	

In terms of progress on recapitalization by 
banks, the Reserve Bank of Zimbabwe (RBZ), 
through the January 2013, announced that by 31 

As of December 2012, bank credit to the private 
sector was distributed as follows (Figure 8): loans 
and advances (85.3 percent), mortgages (7.8 
percent), other investments (3.7 percent), bills 
discounted (1.9 percent) and bankers’ acceptances 
(1.3 percent). Loans and advances have remained 
the largest proportion of bank credit to the private 
sector. The distribution of bank loans and advances 
to the private sector was as follows (Figure 9): 
agriculture (18.4 percent), manufacturing (17.6 
percent), distribution (17.5 percent), individuals 
(16.3 percent), services (11.4 percent), other 
sectors (10.6 percent) and mining (8.2 percent).

Lending to individuals has increased to levels 
close to lending to productive sectors. Several 
reasons explain this outcome. Individuals pay 

higher lending interest rates than corporates (Table 
3), implying that logically, banks would prefer 
lending to individuals, as this is more profitable. 
Personal loans and advances to individuals are 
salary-based, implying minimized customer 
default risk. By lending small amounts to a number 
of individuals with different risk profiles, a bank 
spreads risk instead of lending one large amount to 
one corporate. Some of the individuals indirectly 
borrow on behalf of companies. Generally 
individuals want to build a reliable borrower 
reputation with banks and subsequently make an 
effort to repay the loans. Some of them are traders 
in activities that enable them to repay the funds 
within a short space of time, which is of course 
preferable to banks. Individuals tend to be less 
sensitive to high borrowing rates than corporates. 

Figure	9.	Sectoral	Distribution	of	Banking	Sector	
Loans	and	Advances	in	December	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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December 2012, 14 banks had met the first USD 
25 million requirement, 5 had made significant 
progress towards meeting the requirement and 
only 2 needed to improve their recapitalization 
plans. These developments imply that despite the 
harsh economic environment and a wide range of 
concerns relating to the increase in minimum capital 
requirements announced in 2012, banks have 
made the effort to comply, which is commendable. 
However, compliance has been tougher for weaker 
and smaller banks. 

On other developments, RBZ announced that 
Interfin Bank remains under curatorship, and 
Royal and Genesis banks are under liquidation. 
Barbican Bank could not start operations, leading 
the RBZ’s recommendation to the Ministry of 
Finance to withdraw the banking license. Despite 
the unfavorable circumstances surrounding 
these individual banks, the RBZ has given its 
assurances that the financial sector remains safe. 
Banks, however, need to be more aggressive and 
innovative, especially in light of the recently 
released Memorandum of Understanding between 
the RBZ and banks, in terms of which the income 
levels that banks have been realizing may be 
reduced. 

2.8	 Fiscal	Performance

Revenues

The total Government revenue outturn for 2012 
amounted to USD 3.496 billion and was 4.12 

percent lower than the revised projection of 
USD 3.640. Value added tax (VAT) remains the 
largest contributor to total Government revenue, 
accounting for 31.07 percent of the 2012 revenue 
outturn. Other major contributors included: pay as 
you earn tax (18.90 percent), corporate tax (12.72 
percent), excise duties (11.28 percent), customs 
duties (10.12 percent), non-tax revenues (6.20 
percent) and others (9.71 percent).

Although annual Government revenues have 
grown significantly since the inception of multiple 
currencies, from USD 973 million in 2009 to USD 
3.496 billion in 2012 (Figure 10), they appear to 
be leveling off. This is evidenced by declining 
annual growth in revenues from over 140.39 
percent between 2009 to 10 to 19.69 percent 
between 2011 and 2012. The trend in revenue 
growth rates to a large extent reflects the growth 
in the level of economic activity. Thus, attainment 
of a higher gross domestic product (GDP) growth 
rate would be key in attaining higher revenues. The 
low revenue outturn can also be attributed to a lack 
of transparency in the mining sector, particularly 
the diamond mining sub-sector; according to the 
Ministry of Finance’s 2012 figures, only USD 45.7 
million was received from diamond revenues by 
end-November 2012 against an initial projection of 
USD 600 million. Hence, improving transparency 
in the diamond sector in particular, and the mining 
sector in general, could help enhance revenue 
inflows and improve the fiscal space available 
for growth-enhancing public sector investment 
programs. 

Figure	10.	Fiscal	Developments	2009	to	2012

Source: Ministry of Finance, 2012
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Expenditures

Total Government expenditures for 2012 amounted 
to USD 3.61 billion. The growth in Government 
expenditures remain contained within the available 
resource envelop in line with the Government’s 
cash-budgeting principle. Total expenditures grew 
from USD 850 million in 2009 to 3.61 billion in 
2012. While the Government can be applauded for 
maintaining fiscal discipline, of major concern, 
however, is the overly consumptive nature of the 
budget, wherein the expenditure mix is skewed 
towards the recurrent budget at the expense of 
growth-enhancing expenditures. The outturn 
for 2012 shows that actual Government capital 
expenditure for 2012 accounted for 8.63 percent 
of revenue at USD 301.66 million against a target 
of USD 536.74 million, while the remainder 
(91.37 percent) were recurrent expenditures. The 
net effect of the current expenditure mix is that it 
seriously undermines the growth potential of the 
economy.

Given its bias towards recurrent expenditures, 
especially employment costs, the budget remains 
weakly linked to policy priorities and focuses 
on short-term objectives. In 2012, employment 
costs amounting to USD 1.77 billion, accounting 
for 50.67 percent of total revenue and 55.06 
percent of the recurrent expenditures, which is 
higher than international best practices requiring 
employment costs to be contained at 30 percent 
of the total budget. Therefore, full implementation 

of civil service audit and a program to gradually 
scale down the size of the public service in line 
with core mandates of Government ministries and 
departments could be vital for long-term fiscal 
sustainability as it helps create savings on the wage 
bill and subsequently creates additional space for 
spending on growth enhancing and non-wage 
expenditures.

Government incurred its first fiscal deficit since 2009, 
amounting to USD 111.89 million in 2012 (Figure 
9). However, the deficit remains within the SADC 
macroeconomic convergence target of less than  
5 percent of GDP. Cumulatively, Government has 
managed to create a fiscal surplus of USD 269 
million since 2009. However, this surplus is low 
and will be an insufficient shock absorber in the 
event of any major shock to revenue.

2.9	 External	Sector	Developments

Total exports for Zimbabwe for the year 2012 were 
about USD 3.88 billion, an increase of about 9.17 
percent compared to 2011. On the other hand, 
imports for 2012 were USD 7.48 billion, which 
was a decrease of about 13 percent compared to 
2011. Thus, the country experienced a balance 
of trade deficit of about USD 3.6 billion in 2012, 
which was also an improvement as it stood at 
about USD 5.04 billion in 2011. Although there 
was an improvement in the trade deficit, the fact 
that it constitutes about 92.7 percent of exports is 
worrisome.

Figure	11.	Exports	and	Imports	for	Zimbabwe,	2012	and	2011

Source: ZIMSTAT
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The trends for imports for both 2011 and 2012 
reveal that there is a spike in August and October, 
when imports surged significantly compared to 
the other months. The surge in October can be 
explained by, among other things, the preparations 
for the agriculture season, which saw large-scale 
input imports. For example, while the average ratio 
of fertilizer imports to total imports for each of the 
12 months in 2012 stands at 3.54 percent, fertilizer 
comprised 25.66 percent of imports in October, 
hence the spike. The month of August in 2012 was 
also characterized by an increase in the import 
of maize as Government sought to mitigate food 
shortages. While maize imports comprised about 
3.24 percent each of the 12 months, in August they 
comprised about 19.55 percent.

Thus, the trade deficit can be reduced with a 
general improvement in the productive capacity of 
local industries (e.g. fertilizer industry) as well as 
improvements in the agricultural sector to reduce 
imports. It can also be revealed that the import of 
some products that can easily be produced locally 
– with the revival of local industries including the 
meat, fish, dairy, fruit, and fats and oils industries 
– for 2012 also constituted about 4.17 percent. 
The import of motor vehicles, including tractors, 
constituted about 13.7 percent of the total exports 
in 2012. Reviving the motor vehicle industry in 
Zimbabwe could also see a reduction in imports. 
The fact that the import of products that are not 
locally available, such as fuel and lubricants, 
constituted only 19.6 percent of total imports 
demonstrates the need for local industry revival.

2.10	 Tourism	Sector	Developments

A trilateral host agreement between UNWTO, 
Zimbabwe and Zambia was signed in May 2012. 
The UNWTO inspectors inspected the facilities at 
both Livingstone and Victoria Falls in January 2013 
to assess the preparations for the hosting of the 
20th session of the United Nations World Tourism 
Organization (UNWTO) General Assembly. This 
was the third inspection to be undertaken, with the 
first two having been held in February and August 
2012. Upon completion of the inspection visits, the 
UNWTO inspectorate team expressed satisfaction 
with the preparations and indicated that everything 
was on track. The inspection team noted the 
following positive developments, among others: 

• the state of the airports of the two host 
countries – both Victoria Falls and 

Livingstone international airports are being 
renovated; 

• preparations for accommodation in both 
countries; and

• the continued dialogue between the two 
countries through the Zimbabwe/Zambia 
Joint Steering Committee that meets 
monthly for the preparations.

From 29 January to 5 February 2013, a tourism 
delegation from Zimbabwe attended trilateral and 
bilateral meetings at the UNWTO headquarters 
in Madrid, Spain. They also participated in the 
Firtur and Investour showcase, where Zimbabwe 
and Zambia jointly exhibited their tourism 
industries. During the meeting, it was highlighted 
that the Zambian Government committed 
USD 20 million towards the UNWTO general 
assembly, while the Zimbabwean Ministry of 
Tourism and Hospitality Industry is yet to receive  
USD 6 million allocations from the national 
budget. The UNWTO directorate expressed their 
interest in assisting with Zimbabwe’s poverty 
elimination projects in the sustainable tourism 
sector and finalizing the development of the 
Tourism Master Plan, which is set to be released 
in August 2013. The Government delegation also 
initiated negotiations around a memorandum of 
understanding with Spain’s Ministry of Tourism 
for future collaboration.

3.	 STOCK	MARKET	
DEVELOPMENTS

In January 2013, industrial and mining indices 
averaged 162.3 points and 73.1 points respectively. 
These figures compare to averages of 141.1 points and 
81.9 points respectively in January 2012. On a year-
on-year basis, the average industrial index gained 
15.1 percent while the average mining index lost  
10.7 percent. Mining counters continued facing 
liquidity constraints and recapitalization challenges 
in 2012. In January 2013, the industrial index 
opened at 151.3 points and closed at 176.3 points 
(Figure 12). The mining index opened at 66.3 points 
and closed at 84.1 points (Figure 12). Heavyweight 
counters that have strong growth prospects, 
consistent dividend payments and undervalued 
counters compared to regional peers have driven the 
improvement in the industrial index since January 
2013. A decline in the political risk element to the 
finalization of mining indigenization plans, which 
reduce the uncertainty about how the mining sector 
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should be governed, drove the improvement in the 
mining index. The indices also improved because 
of the conclusion of the draft constitution, making 

the country’s governance more certain, despite the 
outcome of the pending national elections.

Figure	12.	ZSE	Mining	and	Industrial	Indices	for	January	2012	to	2013

Source: Zimbabwe Stock Exchange

Of the 78 Zimbabwe Stock Exchange (ZSE) 
counters, the industrial index has 74 counters 
that represent diverse economic sectors while 
the mining index only has 4 counters. The listed 
mining companies have been facing liquidity 
constraints and recapitalization challenges in the 
dollarized economy. Other mining companies need 
to be encouraged to list on the ZSE even if some 
of them are listed elsewhere; the ZSE allows dual 

listings. New listings will improve ZSE market 
performance. However, the likelihood of such 
new listings would largely depend on how mining 
companies foresee the political and economic 
developments in Zimbabwe. Heavily capitalized 
companies such as Delta Beverages and Econet 
Wireless, among others, dominate industrial 
counters. A number of other counters have been 
trading thinly, and some are not active. 

Table	5.	Summary	of	ZSE	Statistics,	January	2012	and	January	2013

Dec-11 Dec-12 Change Percentage	
change

Turnover value (USD) 55,790,225.80 36,758,579.10 -19,031,646.70 -34.1
Turnover volume 383,219,763.00 166,424,398.00 216,795,365.00 -56.6
Foreign bought (USD) 23,339,526.30 24,893,754.50 1,554,228.20 6.7
Foreign sold (USD) 41,114,183.20 8,327,015.70 -32,787,167.50 -79.7
Foreign bought 158,486,361.00 83,428,757.00 -75,057,604.00 -47.4
Foreign sold 60,238,526.00 60,394,499.00 155,973.00 0.3
Market capitalization (USD) 3,489,841,345.00 4,700,328,004.00 1,210,486,659.00 34.7

Source: Zimbabwe Stock Exchange

Over the reference period, market capitalization 
improved by USD 1.2 billion, which is favorable 
as it implies an increase in the size of the stock 
market. In terms of turnover, there was a decline, by  
216.8 million shares, resulting in a decline in values 
traded of USD 19 million, implying a reduction in 
liquidity. Foreign values bought increased by USD 
1.5 million while foreign values sold declined by  

USD 32 million. Foreign shares bought declined 
by 75 million while foreign shares sold increased 
by only 155,973. These outcomes imply foreign 
participants’ improved confidence in the stock 
market. Notably, foreign players largely drive 
the performance of the ZSE. This is attributable 
to liquidity constraints in the domestic economy, 
which constrain local participants.
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In terms of other developments on the ZSE, TN 
Bank delisted from the exchange on the 8th of 
February 2013. Afrasia Kingdom also issued a 
notice to stakeholders to the effect that it would 
not renew the stock broking license after a 
strategic assessment of the current economic 
environment. It says the move is consistent with 
its quest for maximizing stakeholder value through 
rationalizing its product offerings.

4.	 CORPORATE	SECTOR	
DEVELOPMENTS

In January 2013, there were no major developments 
to indicate that the corporate sector in Zimbabwe 
could recover. For example, an investigation shows 
that the manufacturing sector continues to face the 
same challenges since dollarization in 2009. The 
challenges reflected in the 2012 Confederation of 
Zimbabwe Industry Manufacturing Sector Survey 
Report mirror those of the 2011 and 2010 surveys. 
One critical issue that is central to the recovery of 
the manufacturing sector in 2013 is that of funding 
to meet working capital requirements. 

In the 2013 National Budget Statement, 
Government projected that the manufacturing 
sector will grow by only three percent in 2013. It is 
expected that the implementation of the Industrial 
Development Policy, anticipated lines of credit, 
fiscal incentives as well as a favorable agriculture 
season will underpin this growth. 

Projected lines of credit to the sector include the 
Zimbabwe Economic and Trade Revival Facility 
(ZETREF II) and the Distressed Industries and 
Marginalised Areas Fund (DIMAF II), which are 
extensions of the 2012 ZETREF I and DIMAF I. 
Afreximbank has agreed to avail another USD 70 
million towards ZETREF II, to which Government 
will be also making a USD 30 million contribution 
to total USD 100 million. Under DIMAF II, 
Government will be expected to avail USD 10 
million, which it had committed to in 2012 yet 
on which it defaulted. Old Mutual, which availed 
USD 20 million in 2012, is expected to chip in with 
another USD 10 million.

ZETREF I saw only 38.5 percent of the available 
balances being disbursed, with the balance failing 
to materialize. The same is true for DIMAF I; 
out of the expected USD 40 million, only 30.5 
percent was disbursed. The 2013 National Budget 
Statement does not appear to contain sufficient 

measures to ensure that this low disbursement 
rate will not recur. It does not identify potential 
solutions to the reasons behind this low uptake of 
lines of credit.

Possible reasons for the slow uptake include the 
banks’ lukewarm enthusiasm for the scheme on 
account of not being adequately addressed in the 
statement. Some banks were also reported to be 
charging interest rates way above the agreed rates, 
which also saw many companies withdrawing 
their applications. This suggests that some banks 
consider the interest rate to be less profitable, and 
the same situation could arise in 2013. Government 
needs to look closely at the reasons for the slow 
uptake of these funding facilities and put in place 
measures that take into account the concerns and 
interest of both banks and the benefiting firms. 
This includes measures that improve the general 
business-operating environment.

5.	 OTHER	TOPICAL		
ISSUES

5.1	 Trade	Related	Developments	

The SADC Committee of Ministers of Trade 
held their 24th meeting on the 30th of November 
2012; the meeting was held in Maputo. Among 
the several issues discussed was the 2012 audit 
of the implementation of the Southern African 
Development Community (SADC) Trade 
Protocol. Key findings of the audit revealed that 
intra-SADC trade increased substantially since 
the implementation of the protocol in 2000. In 
2000, intra-SADC trade was USD 5.8 billion, and 
it peaked at USD 11.7 billion in 2010. The report 
shows that the region was negatively impacted by 
the global economic recession of 2008 to 2009; 
intra-SADC trade fell by more than 24 percent 
during this period. In 2010, trade within the region 
showed signs of recovery and increased by 19 
percent. The findings also reveal that despite the 
increase in intra-regional trade, SADC’s share of 
intra-regional trade in world trade has remained 
constant at around 15 percent between 2000 and 
2010. SADC exports to the world increased from 
USD 38 billion in 2000 to USD 76 billion in 2010, 
but the member states did not capture a larger share 
of the regional market. In terms of exports, South 
Africa accounts for 72 percent of all the intra-
regional exports, followed by Namibia (8 percent) 
and Botswana (5 percent).
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Sectoral analysis of intra-SADC trade shows no signs 
of diversification of exports and production patterns 
either in the region itself or the rest of the world. 
Agricultural commodities amount to 16 percent of 
total intra-SADC trade, fuels 10 percent, ores and 
metal 11 percent, and manufacturing is roughly half 
of all intra-SADC trade. However, these statistics 
mask a significant share of country and product 
heterogeneity. South Africa contributes about 7 
percent of intra-SADC trade in manufacturing. 
The country’s manufacturing exports to the region 
totaled USD 5.3 billion, with the remainder of 
SADC exporting manufacturing goods worth USD 
1.7 billion. Once a major exporter in the region, 
Zimbabwe still needs to improve its manufacturing 
production base and reclaim its market share. 

The audit report concluded that while many of the 
milestones of the SADC Free Trade Agreement 
(FTA) have been achieved, the FTA has, however, 
not markedly contributed to economic development 
in the region. It therefore identifies a number of 
constraints that need to be addressed if regional 
integration is to be used as a key driver to integrate 
the region into the global economy. These include: 

• trade facilitation where transport costs in 
SADC remain very high as compared to 
those in other regions, 

• an improved investment and business 
climate where SADC exhibits regimes 
that are not conducive to investment and 
business operations, 

• incessant non-tariff barriers that hinder the 
competitiveness of SADC firms; and 

• more restrictive rules of origin.

The Ministers noted that the manufacturing 
sector’s lack of diversification and a narrow export 
base suggest the need to prioritize implementation 
of the SADC industrial development agenda. They 
also viewed the SADC Regional Infrastructure 
Development Master Plan as an opportunity to 
catalyze industrial development and enhance intra-
SADC trade.

5.2	 Parliament	Passes	the	
Draft	Constitution

Following the completion of the Draft Constitution 
review process on the 31st of January 2013, 
the Parliamentary Select Committee (COPAC) 
presented it for parliamentary debate, and the 
document was subsequently passed on the 6th of 

February 2013. This paves the way for the start 
of a publicity exercise to inform and educate 
Zimbabweans on the contents of the draft. COPAC 
will distribute copies of the draft throughout 
the districts, in 11 local languages and Braille. 
The publicity exercise will be followed by a 
referendum. The political parties in the inclusive 
Government have endorsed the draft and agreed 
to campaign for a positive vote in the referendum. 
The referendum is tentatively scheduled for the 
16th of March 2013, following which dates for the 
general election will be announced. The conclusion 
of the constitution drafting process will be a major 
milestone for the country as it provides clarity and 
certainty on governing parameters.

5.3	 Update	on	Indigenization	and	
Economic	Empowerment

The National Indigenization and Economic 
Empowerment Board (NIEEB) published a list 
of 200 foreign owned firms whose empowerment 
compliance plans were approved between March 
2010 and June last year. The NIEEB called on the 
firms to apply for indigenization certification in line 
with the Indigenization Act. The certification will 
be proof that a company has successfully complied 
with the Act. In its January 2013 Monetary Policy 
Statement, the RBZ also indicated that it will work 
together with the Indigenization and Economic 
Empowerment Ministry to ensure that banks comply 
with the appropriate laws. The Central Bank urged 
the NIEEB to take into account the sensitivities 
around the operation of the banks so as to ensure 
confidence, trust and stability in the sector.

5.4	 New	Zimbabwe	Electricity	
Distribution	Company	
Pricing	Formula

The Zimbabwe Electricity Distribution Company 
(ZEDC) unveiled a new pricing regime by adopting 
a progressive pricing system in which heavy 
electricity consumers will end up paying more per 
unit for electricity than customers who use less. The 
ZEDC will charge a rate of USD 0.02 per kilowatt 
hour for the first 50 kilowatt hours used in a month, 
USD 0.11/kilowatt hour for 51 up to 300 kilowatt 
hours, and USD 0.15/kilowatt hour for monthly 
consumption that exceeds 300 kilowatt hours. This 
new pricing regime is a demand side management 
strategy that aims to encourage consumers to save 
electricity.


