
1.	 INTERNATIONAL	COMMODITY	
PRICE	DEVELOPMENTS

In October, gold prices lost the upward momentum recorded since June 
2012. The prices fell from US$1,779 per ounce at the end of September 
to US$1,710 per ounce on the 26th October (Table 1). This was the worst 
performing month for gold since May 2012. The poor performance was 
mostly as a result of uncertainty around the economic and political climate 
in Spain, Greece and Italy. Riots in Greece against austerity measures also 
affected the bullion prices. A further fall in gold prices was due to the on-
going expectations from the market that the ECB will introduce the bond 
purchase program for Spanish bonds and the expectations from China to 
issue additional easing steps to help jump-start its economy.

Table	1.	International	Commodity	Prices

Date
Gold Platinum Copper Brent

Crude	Oil

US$/oz US$/oz US$/tonne US$/barrel

28-Sep-2012 1,779 1,665 8,258 113

5-Oct-2012 1,787 1,713 8,315 112

12-Oct-2012 1,767 1,678 8,163 115

19-Oct-2012 1,735 1,634 8,074 112

26-Oct-2012 1,710 1,556 7,813 109

Source: Bloomberg and Reuters

The prices of platinum were on an upward trend in the fi rst week of 
October, reaching a high of US$1,713 per ounce before declining to close 
the month at US$1,556 per ounce. The fi rming of prices of platinum 
was mostly as a result of low supply, following industrial actions in 
South Africa. The Asian effect also contributed to the fi rming of prices 
in early October. The Asian platinum market usually takes advantage of 
weak platinum prices to engage in physical buying, which will give a 
quick boost in prices, before the price weakens again. The price decline 
experienced in the greater part of the month was due to a fall in demand for 
the precious metal at the Shanghai Platinum/Gold exchange in China. The 
Eurozone crisis also weighed down on the weakening prices of platinum.

Crude oil prices were generally on a decline in October. The crude oil 
price dropped from a monthly high of US$115 per barrel to close at 
US$109 per barrel. The decline was mostly driven by speculation that the 
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Euro debt crisis and economic slowdown in Asia 
will curb demand for crude oil. The other factor 
which contributed to the decline in crude oil price 
was the fading away of the geopolitical tension in 
the Middle East and North Sea region.

Maize prices gained over the month of October 
to close at US$ 320 (See Table 2). The price of 
maize was mostly driven by market expectations 

that the prices would further increase by the end of 
the season. The Northern hemisphere production 
prospects have worsened while the outlook for 
South American crops remains mostly favourable. 
On the other hand, the decline of maize demand in 
Mexico and China is not expected to offset the rise 
in EU maize imports need, therefore resulting in 
the net increase in maize prices.

Table	2.	Maize	and	Wheat	Prices	(USA)	Fob	and	Gulf

Date
Maize	(USA),	Fob,	Gulf Wheat	HRW	(USA)	Fob,	Gulf

US$/tonne US$/tonne
28-Sep-2012 315 370

5-Oct-2012 319 368
12-Oct-2012 320 370
19-Oct-2012 325 372
26-Oct-2012 320 376

Source: International Grain Council

Wheat prices increased from US$368 per tonne 
to US$376 per tonne in October 2012 (Table 2). 
The increase in the price of wheat was a result of a 
decline in wheat supplies in the Black Sea Region, 
lower wheat yields in the European Union and 
Kazakhstan as well as, deteriorating crop prospects 
in Argentina and Australia.

2.	 MACROECONOMIC	
DEVELOPMENTS

2.1	 Overview	of	the	Economy	

The 2012 GDP growth rate which was revised 
downwards from 9.4 per cent to 5.6 per cent in July 
2012 was further adjusted downwards to 4.4 per 
cent. This growth rate falls short of the Medium 
Term Plan (MTP) 2011-2015, average economic 
growth target of 7.1 per cent. The downward 
revision in the economic growth targets and failure 
to achieve most of the Medium Term Plan (MTP) 
targets suggest that the economy is still constrained. 
Among other factors, issues of long-term financing 
for capital projects; inadequate power supplies 
and water problems, need to be resolved if the 
economy is to recover. In particular, progress 
in debt and arrears clearance with international 
financial institutions can unlock long-term funding 
required for MTP priority projects.

2.2	 Agriculture	Sector	Developments	

Upcoming	2012/2013	Agriculture	
Season

The country is experiencing a surplus in maize 
seed supply. The seed industry has a combined 
total of 64,000 tonnes of seed while the country 
needs 45,000 tonnes. Much of the seed has already 
been dispatched to retailers at provincial and 
district levels for easy accessibility by farmers. 
The seed houses confirmed that the seed up-take 
had remained low with suppliers and retailers 
blaming it on cash shortages. A 10-kilogramme 
bag of seed is selling at prices ranging from 
US$23-US$28, while a 25-kilogramme bag is 
selling at between US$60-US$101, depending on 
the variety. Such prices, however, remain very high 
for ordinary farmers who are likely to reduce their 
crop hectarage or use untreated seed.

On the other hand, Zimbabwe faces a possible 
fertilizer deficit of 400,000 tonnes for the 
2012/2013 season. The country needs at least 
700,000 tonnes of both Ammonium Nitrate (AN) 
and Compound D for a successful season. The 
fertilizer companies are owed close to US$50 
million by the Government for last season’s 
supplies, hence incapacitating them to meet current 
fertilizer demand in the country. The pricing system 
has also not been favorable to the producers. Some 
retail outlets have been selling fertiliser at US$41 
and US$48 per 50kg bag of Compound D and 
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AN, respectively. This is above the agreed prices 
of US$31 and US$35 for Compound D and AN, 
respectively. The high prices are likely to present 
a big challenge to most farmers as they would not 
be able to afford the fertilisers, especially where 
they have not received payments for their grain 
deliveries from the Grain Marketing Board.

2.3	 Mining	sector	Developments

The world Gold Council published the Conflict-Free 
Gold Standard designed to be implemented by the 
World Gold Council member companies and other 
entities involved in the extraction of gold. It was 
developed after a realisation that gold has special 
characteristics which give it intrinsic value and 
has made it a potential source of finance for armed 
groups involved in civil conflicts and insurgencies. 
Thus, the standard is meant to establish a common 
approach by which gold producers can assess 
and provide assurance that their gold has been 
extracted in a manner that does not cause, support 
or benefit unlawful armed conflict or contribute 
to serious human rights abuses or breaches of 
international humanitarian law. The Conflict-Free 
Gold Standard is benchmarked on international 
codes such as the Voluntary Principles on Security 
and Human Rights and the United Nations Guiding 

Principles on Business and Human Rights. Hence, 
like the Kimberly Process Certification Scheme 
(KPCS), gold mining companies operating in 
Zimbabwe will be bound by this standard for 
their gold to be freely accepted especially on the 
London Bullion market which is expected to lead 
the implementation of the standard.

Gold	Deliveries	

Total gold deliveries increased by 7.6 percent from 
1,114.23 kg in September to 1,198.66 kg in October 
(Figure 1). Deliveries by primary producers and 
small-scale miners increased by 7 percent and 10.1 
percent, respectively, reaching 965.42 kg and 233.23 
kg, respectively in October 2012. Total cumulative 
gold figures from January to October 2012 stood at 
11,312 kg whilst cumulative deliveries by primary 
producers and small-scale miners stood at 9,185.50 
kg and 2126.78 kg, respectively. A comparison 
of gold deliveries in October 2012 with October 
2011 shows that total gold deliveries grew by 3.48 
percent from 1,158.33 kg in 2011 to 1,198.66 kg in 
2012. Gold deliveries by primary producers grew 
by 25.34 percent in October 2012 from 770.25 kg 
in October 2011 whilst deliveries by small-scale 
miners declined by 39.9 percent from 388.1 kg in 
October 2011.

(11.2 percent); education (10.3 percent); transport 
(6.8 percent); alcoholic beverages and tobacco (6.6 
percent); restaurants and hotels (5.8 percent) and 
food and non-alcoholic beverages (5.2 percent). In 
the housing, water, electricity, gas and other fuels 
category, rent recorded the highest increase (38.9 
percent), followed by rates (18.2 percent).

Figure	1.	Total	Gold	Deliveries	(kgs)

Source: Chamber of Mines, 2012

2.4	 Inflation	Developments

Annual inflation declined from 4.2 percent in 
October 2011 to 3.4 percent in October 2012. In 
October 2012, annual food and non-food inflation 
stood at 5.2 percent and 2.6 percent, respectively. 
Key drivers of inflation in October included 
housing, water, electricity, gas and other fuels 
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Rental prices have continued increasing. Given low 
average incomes and lack of housing loans in the 
current environment, housing construction activity 

has slowed down. There is therefore, increasing 
competition for existing rental accommodation.

Figure	2.	Inflation	Developments

Source: ZIMSTAT

2.5	 Interest	Rate	Developments

In September 2012, for both commercial and 
merchant banks, weighted average lending rates 
suggest that there is preferential lending treatment 
in favour of corporates (Table 3). This is a good 
thing as corporates are more poised to support 
productive sectors as opposed to individuals who 
may be borrowing for consumption purposes. There 
is a wide range in nominal lending rates quoted by 
banks, 6.00-35.00 percent for commercial banks 
and 15-30 percent for merchant banks (Table 3). 
This suggests a huge gap among banks in terms of 
cost structures and other variables that banks use to 
determine interest rate levels.

Month-on-month inflation declined from 0.5 
percent in September to 0.3 percent in October. 
Food and non-food inflation stood at 0.5 percent 
and 0.2 percent, respectively. Transport (3.3 
percent) was the main driver recording a 3.3 
percent increase. Of the transport category, the key 
drivers were passenger transport (10.1 percent) and 
the purchase of bicycles (3.1 percent). Increase in 
passenger transport fares is likely to have resulted 
in an increase in the purchase of bicycles.

With the prevailing inflation figures, Zimbabwe 
is still likely to meet the annual average inflation 
target of 5 percent for 2012. 

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

Mar-12 8.00-30.00 16.04 12.53 14.00-35.00 18.17 13.26 5-20.00 0-12.00

Apr-12 8.00-30.00 15 13.06 13.00-25.00 18.37 16.36 5-20.00 0-12.00

May-12 6.00-30.00 14.98 11.86 15.00-30.00 15.78 14.47 5-20.00 0-12.00

Jun-12 6.00-35.00 13.81 11.58 15.00-30.00 17.86 14.04 5-20.00 0-12.00

Jul-12 6.00-35.00 14.32 10.88 15.00-30.00 17.92 13.93 5-20.00 0-12.00

Aug-12 6.00-35.00 15.65 10.74 15.00-30.00 17.94 13.95 5-20.00 0-12.00

Sep-12 6.00-35.00 13.25 11.14 15.00-30.00 17.98 13.92 5-20.00 0-12.00

Average 14.72 11.68 17.72 14.28

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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In September 2012, commercial bank savings rates 
and 3-month deposit rates (excluding rates on 
dormant or inactive accounts) remained unchanged 
at 0-12.00 percent and 5.00-20.00 percent levels, 
respectively. The range in the quoted rates is 
considerably wide among the banks, suggesting 
wide variations in the capacity to reward depositors 
and savers.

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), slowed down from 32.3 percent 
in September 2011 to 23.1 percent in September 
2012 (Figure 3). On a month-on-month basis, M3 
growth increased by 3.9 percent in September from 
a decline of 2.9 percent in August. The boost in 
total deposits was associated with an increase in 
long-term deposits in September 2012. However, 
given the demand for credit in a recovering 
economy, there is still need to enhance savings into 
the formal banking sector. Policy measures that 
lead to improvements in disposable incomes could 
improve the capacity of income earners to save.

Figure	3.	Monetary	Developments	(M3)

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Annual total banking sector deposits increased 
from US$3.03 billion in September 2011 to 
US$3.73 billion in September 2012 (Figure 4). 
However, the annual growth rate declined from 
32.3 percent in September 2011 to 23.1 percent in 

September 2012. On a month-on-month basis, total 
banking sector deposits increased by 3.9 percent 
from US$3.59 billion in August 2012 to US$3.73 
billion in September 2012. 

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

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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Table	4.	Total	Banking	Sector	Deposits	(US$	Billion)

Type	of	Deposit Jun-12 Jul-12 Aug-12

Monthly		
Increase		
(Absolute)		
US$	Billion

Monthly		
Increase	
(Percent)

Demand Deposits 1.99 1.93 1.97 0.04 2.07

Saving and Short-Term Deposits 1.14 1.21 1.2 -0.01 -0.83

Long-Term Deposits 0.57 0.45 0.56 0.11 24.44

Total	Deposits 3.7 3.59 3.73 0.14 3.9

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Although deposits have been increasing in absolute 
terms, the annual growth rate has been decelerating

In September 2012, bank deposits were dominated 
by demand deposits (52.9 percent), followed by 
savings and short-term deposits (32.1 percent) 
and long-term deposits (15.0 percent) (Figure 
5). During the month of September there was a 

significant increase in long-term deposits, which 
is encouraging in an economy where there is 
increasing demand for long-term funding. This 
development can be viewed as an indicator of 
improving confidence in the financial sector. This 
momentum needs to be nurtured and promoted 
through interest rate and bank charge regimes that 
do not penalise savers.

Figure	5.	Composition	of	Total	Banking	Sector	Deposits	
(Percent	of	Total	Deposits)	in	September	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review

Figure	6.	Loan-to-Deposit	Ratio

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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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 August 
2012 to 89.9 percent in September 2012 (Figure 
6). The decline is associated with an increase in 
total bank deposits of 3.87 percent, compared to 
the increase in bank credit to the private sector of 
2.34 percent. In September, total banking sector 
deposits reached US$3.73 billion from US$2.59 
billion in August while credit to the private sector 
stood at US$3.36 billion from US$3.27 billion in 
August. To reduce the loan-to-deposit ratio, and 
given the increasing demand for bank credit in the 
private sector, increased lending requires a further 
boost in deposits as curtailing lending in the current 
environment would be unfavourable.

Slower growth rate in credit to the private sector 
could be associated with increased calls to 
restrain bank lending, given the high levels of 
non-performing bank loans (12.3 percent as of 
June 2012), cautiousness on the part of banks 
and the already over-borrowed customers and 
limited credit lines available to banks. However, 
in the current environment, increased lending 
can only be sustained through enhanced savings 
mobilization. Policy measures that improve the 
business operating environment, competitiveness 
and profitability of firms will also contribute to the 
reduction of non-performing bank loans.

Figure	7.	Distribution	of	Bank	Credit	to	the	Private	Sector,	September	2012

Source: Reserve Bank of Zimbabwe

As of September 2012, bank credit to the private 
sector was dominated by loans and advances (86.1 
percent). The rest were for mortgages (7.4 percent), 
other investments (3.4 percent), bills discounted 
(1.6 percent) and bankers acceptances (1.5 percent). 
The bulk of bank loans and advances to the private 

sector sent to Agriculture (19.5 percent), followed 
by Manufacturing (18.0 percent), Distribution 
(16.8 percent), Individuals (14.9 percent), Services 
(11.5 percent), Other Sectors (10.9 percent) and 
Mining (8.5) percent).

Figure	8.	Sectoral	Distribution	of	Banking	Sector	
Loans	and	Advances	in	September	2012

Source: Reserve Bank of Zimbabwe Monthly Economic Review
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2.7	 Treasury	Bill	Market	
Developments	

The Treasury Bills (TBs), which were last auctioned 
in 2008, were re-introduced on 4 October 2012. As 

of 6 November 2012, several auctions had been 
conducted (Table 5).

Table	5.	Treasury	Bill	Auction	Results

Auction	Details 4-Oct-12 24-Oct-12 24-Oct-12 26-Oct-12 6-Nov-12

Amount on Offer (US$ million) 15.0 15.0 15.0 15.0 30.0

Bids (US$ million) 7.7 6.5 4.7 11.1 8.7

Uptake (Bids/Offers) percent 51.3 43.3 31.3 73.7 28.8

Accepted (US$ million) 0.0 0.0 0.0 9.9 0.0

Amount Rejected (US$ million) 7.7 6.5 4.7 1.2 8.7

Tenor (Days) 91.0 91.0 91.0 91.0 91.0

Minimum Interest Rate (percent) 5.5 5.0 5.0 5.0 8.5

Maximum Interest Rate (percent) 15.0 14.5 14.5 13.0 12.0

Source: Reserve Bank of Zimbabwe

Of the five auctions conducted, only the auction 
conducted on 26 October 2012 was partially 
successful. The auction had US$15 million on 
offer. Bids worth US$9.85 million were accepted 
while bids worth US$1.2 million were rejected. 
The bid rates ranged between 5-13 percent. For 
the rest of the auctions, all the bids were rejected. 
The TB auctions have been characterized by low 
participation by commercial banks, who are the 
only participants. Bid rates for the unsuccessful 
auctions, ranging from 5-15 percent were 
considered too high by the RBZ and Treasury.

The RBZ and Treasury have expressed concern 
over the low participation by commercial banks 
in the auctions. Previously the banks had asked 
for the re-introduction of TBs as short-term debt 
instruments in the market. However, other factors 
beyond the interest rate issue seem to influence the 
decision of the banks.

There are some banks that are not participating 
actively although they have the money as shown 
in the real time gross settlement (RTGS) balances. 
Ideally, they could use the idle funds to buy TBs 
and earn some interest. However, the banks seem 
to have some reservations in buying TBs. These 
include poor quality of the TBs that have no buy-
back feature and the formular for calculating the 
TB allotment rate. The average bid rate is used 
as the allotment rate. This has been considered 
unfavourable by most commercial banks. 

Uncertainty surrounding the national elections 
in 2013 may have caused the lack of enthusiasm 
on the part of some banks. Other challenges in 
the TB market relate to the restriction of TBs to 
commercial banks when there are other institutions 
(such as insurance companies, pension and mutual 
funds) that possibly have money and could 
participate. In addition, opening TBs to a wider 
range of institutions would reflect whether lack of 
participation is due to lack of funds to buy TBs or 
is a reflection of other underlying challenges in the 
economy. 

Commercial banks currently seem not to consider 
TBs a low-risk instrument. This is against the 
background of the prevailing low credit worthiness 
of the Government and the RBZ’s inability to print 
money in the multicurrency system. According 
to some commercial banks, there is a possibility 
of Government rolling over the TBs at maturity. 
With cash-budgeting in place, it is likely that 
in future, funds may not be available to honour 
maturing TBs. Government still faces limited fiscal 
space and banks may be adopting a wait-and-see 
attitude. Government is operating with huge debt 
levels (domestic and foreign). The weak revenue 
generating capacity of Government, against 
growing needs for funding creates scepticism 
about the potential of Government to honour the 
TBs at maturity. The under-capitalization of the 
RBZ further suggests that the institution may not 
assist Government to honour TBs in the event that 
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Government fails to do so. Most banks are not 
prepared to buy TBs on an experimental basis. 
They would not want to lock funds in TBs that may 
be affected by other unfavourable developments in 
the economy.

In reaction to the low participation in TB 
auctions, the Minister of Finance has indicated 
that Government would be issuing Negotiable 
Certificates of Deposit to the banks. This would 
constitute a compulsory purchase of the TBs 
in future. Under normal circumstances, banks 
should see the business case of buying the TBs 
as an investment and security instrument, without 
pressure from Government. The current situation 
reflects anomalies in the banking industry and the 
economy in general.

The poor performance of the TB auctions suggest 
the need to address several issues: (i) The divergent 
views on the interest rate levels between the 
authorities (RBZ and Treasury) and the banks 
should be resolved. The question still remains as 
to where the interest rate levels should be in the 
economy, given the lack of a benchmark interest 
rate; (ii) The Government should resolve its 
debt challenges to unlock other avenues of long 
term capital and ease pressure on commercial 
bank lending for both Government and private 
sector firms; (iii) As the economy develops, there 
should be more non-bank developmental financial 
institutions. These would cater for the growing 
and divergent needs for funding in the economy, 
particularly long-term funding. These include the 
stock exchanges, development banks and venture 
capital companies, among others; and, (iii) There 
is need to install confidence in the system. The 
experience of the Zimbabwe Dollar era which 
virtually collapsed and people lost the value of 
their monies creates scepticism in purchasing 
Government instruments.

2.8	 Other	Financial	Sector	
Developments	

The Infrastructure Development Bank of Zimbabwe 
(IDBZ) issued 3-year Infrastructure Development 
Bonds worth US$30 million on 29 October. The 
issue closed on 30 November. The bonds are 
denominated in principal amounts of US$10,000 
in integral multiples of US$1,000 thereof. The 
interest rate is 10 percent per annum and interest 
(calculated on the basis of a 365-day year) will 
be paid semi-annually in arrears, commencing six 

months after the allotment date on 5 December 
2012. According to IDBZ, the bonds will be 
tradable on the secondary market after listing on the 
Zimbabwe Stock Exchange (ZSE). The proceeds 
of the bond issue are meant to finance the roll-out 
of the Zimbabwe Electricity Transmission and 
Distribution Company’s prepaid metering project. 
The bonds have the following features: a guarantee 
by the Government; tax exemption status; lender of 
last resort security status; prescribed asset status; 
sinking fund provision; and, liquid asset status.

The sinking fund provision reduces the default 
risk because of orderly retirement of the principal 
amount and interest before maturity. However, the 
safety that derives from the bond being guaranteed 
depends on the financial capability of the guarantor. 
The Government currently has limited fiscal space 
and cannot print money under the multicurrency 
system. There is therefore limited security to be 
derived from the Government being the guarantor 
of the bonds. Another drawback is that the bonds 
are not rated for investment purposes; there is no 
readily available experts’ opinion on the credit 
quality of the issue and relative likelihood that it 
may default.

2.9	 Fiscal	Performance	

Government revenues for September 2012 
amounted to US$337.58 million, bringing the 
cumulative total for the third quarter to US$902.33 
million. On a quarterly basis, revenue collections 
have been increasing steadily from US$771.13 
million in the first quarter to US$902.33 in the 
third quarter (Figure 1). The third quarter revenue 
outturn was 20.7 percent higher than corresponding 
quarter in 2011. Similarly, the US$2.5 billion 
cumulative revenues to September 2012 were 
19percent higher than revenues for the same period 
in 2011, (Figure 1). However, notwithstanding the 
above, revenue performance for 2012 continues 
to underperform, with US$2.5 billion cumulative 
revenues to September 2012 being 11.2 percent 
lower than the target of US$2.81 billion. This 
raises concerns over the Government‘s ability to 
implement the planned expenditures for 2012, 
which in turn affects the 2012 growth projection. 
The underperformance of the revenues is premised 
on the low outturn of diamond revenues, which 
recorded a shortfall of US$229.3 million over the 
first half of 2012. 
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Figure	9.	Revenue	Developments	from	January	to	September	2012

Source: Ministry of Finance, 2012

Underperformance of revenues is undermining 
Government’s capacity to implement its public 
sector investment programmes. Total expenditures 
for September 2012 were registered at US$319.05 
million, against planned expenditures of US$381.34 
million. Cumulative expenditures to September 
2012 amounted to US$2.46 billion against 
cumulative revenues of US$2.5 billion. Against 
the limited fiscal space, cumulative expenditures 
to September 2012 were 12.66 percent lower than 
the target of US$2.82 billion. Of major concern 
is the expenditure mix, which has remained 
skewed towards the recurrent budget. Recurrent 
expenditures continue to outweigh the growth-
enhancing capital expenditure. The net effect of 
the current expenditure mix is that it undermines 
the growth potential of the economy.

2.10	 Tourism	Sector	Developments

The Zimbabwe Tourism Authority held the 5th 
Edition of the Sanganai/Hlanganani Travel Expo 
and also launched the township tourism in the month 
of October. During the Sanganai/Hlanganani travel 
expo, the exhibition space increased from 4,036 
squares in 2011 to 5,450 squares in 2012. A total 
of 85 foreign exhibitors attended the 5th edition 
of the Sanganai/Hlanganani Business Forum. 
During the expo, the Civil Aviation Authority gave 
updates on some of the capital projects that they 
are implementing which include rehabilitating the 
runway and taxi way at the Harare International 
Airport, upgrading and connecting the Harare 
airport water reticulation and sewer line to the 
main Harare line and up-grading the terminal 

at the Joshua Mqabuko Nkomo International 
Airport. These projects were at various levels of 
implementation and were mostly being affected by 
resource constraints. 

The Sanganai/Hlanganani Business Forum 
also discussed some of the challenges affecting 
the sector. These include, lack of long term 
telecommunication infrastructure investments, 
cumbersome processes in acquiring Visa’s by 
visitors, lack of funding to market Zimbabwe’s 
tourism products, lack of a national brand, 
limited resources to assist in stopping veld fires 
and animal poaching, bad image of the country 
and negative media publicity among others. The 
Forum highlighted the need for combined effort by 
all tourism stakeholders to market the country as 
worthwhile destination.

2.11	 External	Sector	Developments

Exports were lower than imports in all the nine 
months to September 2012 (Figure 10). During 
the first nine months of the year, exports totalled 
about US$2.7 billion while imports stood at about 
US$5.2 billion, resulting in a trade deficit of about 
US$2.5 billion. This situation is, however, an 
improvement compared to the same period in 2011, 
when the trade deficit was about US$3.33 billion. 
The improvement was largely a result of a fall 
in imports in 2012 compared to 2011, as imports 
fell by about 15 percent during the period under 
review. On the other hand, exports actually fell by 
4 percent in 2012 during the period under review1. 

1 It is important to note that the values for exports in 2012 were revised downwards due to an adjustment undertaken 
by ZIMSTAT to correct a measurement error. This adjustment was only made in October 2012, hence the 2011 
exports statistics are slightly overstated compared to the 2012 values.
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Figure	10.	Value	of	Exports	and	Imports

Source: ZIMSTAT

The sluggish performance of exports is largely 
a reflection of production shortcomings by the 
local industry. Exports continue to be dominated 
by primary products, especially from agriculture 
and mining with limited value addition. Also, 
the competitiveness of local companies in the 
global market remains subdued due to the use of 
antiquated machinery and old technology, a result 
of underinvestment during the hyperinflation 
era. Imports in turn are influenced by the need to 
import raw materials by industries. Capital account 
inflows as well as remittances still fall short of the 
requirements. Policy measures and strategies that 
boost production and competitiveness of locally 
produced products remain critical pillars in dealing 
with the trade deficit.

3.	 STOCK	MARKET	
DEVELOPMENTS	

The stock market began making some positive gains 
in October, most notably for the industrial index 
which closed the month at 154. The industrial index 
surpassed its performance in the comparable period 
in 2011, a development that could be attributable to 
improvement in the economic environment despite 
the continued teething problems of liquidity 
challenges, old equipment, and confusion on the 
implementation of the indeginisation policy. The 
mining index also gained the ground it had lost 
mid-month to close the month at 93. Three points 
less than the 96 on the first trading day of the 
month (Figure 11). Despite the gains made in the 
industrial index, the mining index has however not 
fully recovered from its average level of 130 in 
October 2011, continuing to trend below 100. 

Figure	11.	ZSE	Industrial	and	Mining	Indices	for	October,	2011	and	2012

Source: Zimbabwe Stock Exchange
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Overall, in October the stock market performance 
was subdued compared to the same period in 2011. 
The ZSE saw a decline in turnover by 340.7 million 
shares which resulted in a loss in value traded by 
US$757, 115 for the comparable months. More 
worrying is the increase in the foreign shares sold. 
60.3 million shares valued at US$734 248 were 
sold, an indication that foreign investors were less 

Table	6.	Summary	Statistics	for	the	ZSE	for	October,	2011	and	2012

Month
Turnover	
Value		
(US$)

Turnover	
Volume

Foreign	
Bought	
(US$)

Foreign	Sold

No	of		
Foreign	
Shares	
Bought

No	of	
Foreign	
Shares		
Sold

Market	
Capitalization	

(US$)

Oct-11 38,617,982.70 545,149,636 24,143,547.07 9,141,653.90 38,783,099 19,087,073 3,656,590,951

Oct-12 37,860,867.70 204,494,785 23,713,412.66 9,875,938.67 27,425,093 79,366,433 4,033,762,069

(Net)
Oct 2012 - Oct 2011 -757,115 -340,654,851 -430,134.41 734,284.77 -11,358,006 60,279,360 377,171,118

Source: ZSE 2012

4.	 CORPORATE	SECTOR	
DEVELOPMENTS

The Confederation of Zimbabwe Industries 
(CZI) report proffered recommendations on the 
challenges being faced by industry. One of the 
key recommendations is on the need by industry 
to create value chains. The strategy would involve 
companies agreeing to work together to ensure 
that they create supplier-customer relationships 
among themselves for mutual benefits. This would 
also involve engaging retailers to prioritise local 
procurement and to reserve a minimum amount 
of shelve space for local products in an effort to 
support local manufacturers as compared to foreign 
products.

In view of the above, the objective of ensuring 
viability of the sectors could be achieved if this 
strategy is implemented. However, the success of 
the strategy depends on overcoming the limitations 
that are preventing companies from competitive 
pricing. Firstly, most locally manufactured 
products are more costly compared to imported 
products, which explains why some manufacturing 
companies are opting to import finished products 
for repackaging than raw materials for production. 

Secondly, most companies are operating well below 
their capacity, with average capacity utilisation 
levels estimated at around 44.2 per cent compared 
to 57.2 per cent last year. The problem is further 

exacerbated by the dilapidated plant and equipment 
which cannot support increased production. Thus, 
the capacity of the local companies to meet the 
demand that could arise through the value chain 
strategy needs to be supported by additional 
investments. In the interim, the gap will be met 
through imports. 

While the proposed strategy is a good initiative, 
it needs to be supported by measures that address 
the main fundamentals that are causing production 
challenges. Companies should continue to 
prioritise investing in new production technologies 
that enhance their competitiveness, which would 
result in increased demand for their products at 
both the local and international market.

5.	 POLITICAL	AND	
GOVERNANCE	ISSUES	

Following the completion of the Draft Constitution 
on 17 July 2012, and the ensuing deliberations on 
the Draft by the respective political parties to the 
Global Political Agreement (GPA), the country 
held the Second All Stakeholder Conference on 
21-23 October 2012. The Conference provided 
a platform for different stakeholders to review 
and make recommendations on the draft law, 
before it can be finalised. The Constitutional 
Select Committee (COPAC) is now incorporating 
the comments and suggestions made by the 
stakeholders, following which, COPAC shall 

confident in the Zimbabwe economy in October 
2012 than they were in October 2011. Underpinned 
by good performance by the Delta Corporation 
counter, market capitalisation, however surpassed 
the psychological US$4 billion mark to close the 
month at US$4.03 billion for the first time since 
August 2011.
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report to Parliament on its recommendations on 
the content of the new Constitution for Zimbabwe. 
A final Draft Constitution will incorporate changes 
that the people of Zimbabwe, through their 
representatives at the Second All Stakeholders 
Conference, made to the Draft. Once the draft is 
finalised, it will be subjected to a Referendum, 
paving the way for general elections.

6.	 OTHER	TOPICAL		
ISSUES	

6.1	 Doing	Business	Report	2013

Zimbabwe was ranked 172 out of 185 by the 
World Bank’s Doing Business 2013 report, down 
from last year’s rank of 1702. The foundation of 
Doing Business report is the notion that economic 
activity, particularly private sector development, 

benefits from clear and coherent rules. Countries 
with a low ranking are therefore deemed to be in a 
position to attract investors. For Zimbabwe, notable 
improvements were in starting a business in which 
the country moved 2 places up to position 143 from 
145 in the previous year (Table 7). This was mainly 
as a result of a one stop investment shop which 
creates an environment conducive to investment. 
Getting electricity improved to 157 from position 
165. Trading across borders also moved 5 places up 
to 167 benefiting from the customs modernization 
program, ASYCUDA, which streamlined Customs 
procedures and enhancing systems controls while 
eliminating the need of human interventions 
during operations. However, on the other hand the 
country slipped 14 places in resolving contracts to 
position 169, and dropped 7 places on paying taxes 
to position 134. Getting credit is still a challenge; 
the country slipped 2 places from 127 to 129.

Table	7.	Zimbabwe’s	Various	Doing	Business	2013	Indicators

Doing	Business	2013	
Rank

Doing	Business	2012	
Rank Change	in	Rank

Starting a Business 143 145 2

Dealing with Construction Permits 170 169 -1

Getting Electricity 157 165 8

Registering Property 85 84 -1

Getting Credit 129 127 -2

Protecting Investors 128 124 -4

Paying Taxes 134 127 -7

Trading Across Borders 167 172 5

Enforcing Contracts 111 112 1

Resolving Insolvency 169 155 -14

Source: Doing Business 2013, International Finance Corporation, World Bank

Most Southern African Development Community 
(SADC) countries performed better than Zimbabwe. 
Mauritius topped at number 19, followed by South 
Africa (39), Botswana (59), Namibia (87), Zambia 
(94), Mozambique (146), Malawi (157), Angola 
(172) and Democratic Republic of Congo (181). 
As reflected in the ranking on the ease of doing 
business, the top 10 economies with the most 
business-friendly regulation are Singapore; Hong 
Kong SAR, China; New Zealand; the United 
States; Denmark; Norway; the United Kingdom; 

the Republic of Korea; Georgia; and Australia. 
Singapore tops the global ranking for the seventh 
consecutive year.

6.2	 Bilateral	Relations

Zimbabwe signed a trade deal with Russia in the 
second week of October as part of the country’s 
efforts to promote trade and investment with the 
world’s top emerging countries (Brazil, Russia, 
India, China and South Africa-BRICS). The two 

2 http://www.doingbusiness.org/data/exploreeconomies/zimbabwe. However, another Doing Business Report 2013 
by the World Bank ranks Zimbabwe at number 173,

 http://www.doingbusiness.org/~/media/GIAWB/Doing%20Business/Documents/Annual-Reports/English/
DB13-full-report.pdf
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countries agreed to establish a business council 
in order to stimulate the development of trade 
and economic relations. Russia’s main investment 
interests in the country lie in the mining industry, 
metallurgy, aircraft building, and construction of 
infrastructure and power engineering facilities, 
as well as transportation, storage and processing 
of energy resources. The government expressed 
its commitment to facilitate investment set ups 
by Russian companies. In general, the BRICS 
are mainly attracted by Zimbabwe’s investment 
opportunities in the mining, agriculture, energy 
and manufacturing sectors.

Zimbabwe and South Africa held the Fourth 
Session of their Joint Co-operation Commission in 
the last week of October. The meeting commended 
progress made by the two parties in the various 
areas since the last Joint Cooperation Commission 
held in 2009. Highly noted was the facilitation of 
the scrapping of visas for Zimbabweans travelling 
to South Africa as well as implementation of the 
cross border programmes to combat malaria and 
communicable diseases. Zimbabwe’s negotiators 
called for the streamlining of immigration controls 
as this would facilitate the smooth movement 
of people between the two countries. They also 
pushed for the easing of importation conditions for 
Zimbabwean pharmaceutical products entering the 
South African market as well as a winding up of 
the documentation process of Zimbabweans living 
in South Africa, among other issues.

6.3	 Regional	Relations

The Common Market for Eastern and Southern 
Africa (COMESA) launched the Regional Payment 
and Settlement System (REPSS) to foster deeper 
regional economic integration. The system will 
benefit exporters and importers in COMESA as it 
will ensure a faster, secure and reliable payment 
infrastructure within the region. The Central Banks 
of the member states will guarantee payment 
through prefunding of commercial banks accounts 
held with them. The need for confirmed Letters 
of Credit and associated costs will be eliminated 
thereby saving the traders huge sums of money. 

6.4	 International	Relations

On 23 October, the International Monetary Fund 
(IMF) Executive Board relaxed most restrictions on 
technical assistance to Zimbabwe paving the way 

for implementation of economic programmes that 
will be monitored by the IMF. Implementation of 
such programmes will go a long way in normalizing 
Zimbabwe’s relations with the IMF. The 
programmes are however limited to the provision 
of advice to Zimbabwe’s authorities in the design 
and monitoring implementation of the economic 
programmes. The Executive Board also resolved to 
reinstate technical assistance in new areas aimed at 
extending support to Zimbabwe’s formulation and 
implementation of a comprehensive adjustment 
and structural reform program. This will also be 
under the IMF supervision. The current and new 
areas include: (i) tax policy and administration; 
(ii) public financial management and expenditure 
policy; (iii) financial sector reform; (iv) central 
bank reform; (v) monetary and exchange policies; 
(vi) macroeconomic statistics; vii) anti-money 
laundering and combating the financing of 
terrorism; and, (viii) any other area that would 
support the formulation and implementation of a 
comprehensive adjustment and reform program 
that can be monitored by the staff. This decision was 
made after a realisation of Zimbabwe’s cooperation 
on economic policies, and the country’s efforts and 
renewed commitment to address its arrears with 
the IMF. 

7.	 HIGHLIGHTS	OF	THE	
2013	NATIONAL	BUDGET

The Theme of the 2013 budget is “beyond 
the Enclave: Unleashing Zimbabwe’s Growth 
Potential”. To contextualise this theme, the Minister 
noted that Zimbabwe has two options to pursue: the 
Crocodile scenario (continued reproduction of the 
enclave economy and further impoverishment) and 
the Cheetah scenario (undertaking rigorous public 
sector reform programmes; strengthening Public 
Finance Management; dealing with infrastructure 
and technological deficit; restoring the land market; 
securing property rights and reducing financial 
sector vulnerabilities). The Minister went on to 
pronounce his 15 point plan and policy measures 
designed to achieve the stated objectives. 

The fifteen point plan includes: consolidating 
macro-economic stability; deepening revenue 
base; expenditure control; attracting foreign direct 
investment; enhancing industrial competitiveness; 
creating an environment for saving mobilization; 
agriculture and food security; leveraging the 
mining sector; re-focusing capital budget to 
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address infrastructural deficits; perusing the 
resolution of the external debt; pursuing the 
uncompleted reform agenda; supporting peace and 
nation building; redefining and implementing the 
development for women and youth and tackling 
the informal economy and deepening the role 
of SMEs. The policy measures outlined in the 
budget follow through this Plan. However, while 
these objectives are critical for the achievement of 
sustainable, cross-sectorial and, pro-poor growth 
the key constraint for their achievement is the 
available resource envelope within this budget. 

The 2013 total budget of US$3.86 translates to 
34.5 per cent of gross domestic product (GDP), of 
which 68.5 per cent of the budget is employment 
costs; 16.8 per cent Operations and 14.6 per cent 
Capital Expenditure. This budget will be funded 
entirely from fiscal revenue that is projected at 
US$3, 86 billion in 2013 up from US$3.64 billion 
in 2012. The capital budget remains constrained 
and key infrastructural projects will remain 
underfunded. Key enablers, such as Energy which 
has been identified as a major impediment to the 

performance of productive sectors was allocated 
only 5.9 per cent of the capital budget. The 
largest proportion of the capital budget of 15.2 
per cent has been allocated to agriculture. The 
non-synchronisation between revenue collection 
and expenditures means that any slip in revenue 
collection will undermine the implementation of 
the budget.

The Ministry of Education, Arts, Sports and Culture 
and Higher and Tertiary Education have the highest 
allocation 19.6 per cent in the 2013 budget followed 
by the Ministry of Health and child Welfare at 
9.9%. The allocations of the combined Ministries 
of Education are 27 per cent of the total budget 
is more than the 20 per cent Dakar declaration 
threshold for education. US$25.7 million was 
allocated towards social protection with the Basic 
Education Assistance Module (BEAM) allocated 
US$15 million in the context of implementing 
the National Action Plan II. The allocation to the 
Ministry of Health and Child Welfare of 9.9 per 
cent falls short of the agreed budgetary allocation 
in the Abuja declaration of 15 per cent.

Table	8.	Vote	Appropriations	for	Top	Ten	Ministries

Government	Department Allocation	(US$) Allocation	(%) Rank

Education, Sport, Arts and Culture 754 937 000.00 19.6 1

Health and Child Welfare 380 980 000.00 9.9 2

Defence 356 699 000.00 9.2 3

Home Affairs 308 042 000.00 8 4

Higher and Tertiary Education 286 781 000.00 7.4 5

Finance 218 076 000.00 5.6 6

Office of the President and Cabinet 161 024 000.00 4.2 7

Agriculture, Mechanisation and Irrigation Development 147 839 000.00 3.8 8

Public Service 140 441 000.00 3.6 9

Justice and Legal Affairs 96 135 000.00 2.5 10

Total Budget 3,	860,	000,	000.00 100

Source: The 2013 National Budget Statement and Blue Book Expenditure

The Minister in the budget statement also made 
a number of policy pronouncements which are 
in line with the fifteen point plan. In particular 
he made the following pronouncement for the 
financial sector given its key role in lubricating the 
economic engine:

Increase	 in	 Minimum	 Capital	 Requirements	
for	 Insurance	Companies	 and	 Pension	 Funds: 
The increase is intended to improve the financial 

strength of the Insurance and Pension companies 
which are key pillars of the capital market.

Removal	 of	 Bank	 Charges	 on	 Deposits	 of	 up	
to	US$800: This measure is intended to enhance 
savings mobilisation from low income earners and 
improve depositor confidence. However, given the 
low average incomes in the economy, a majority 
of people earn not more than US$800. This policy 
measure may adversely affect banks with a high 
concentration of clients who fall below this band.
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Issuance	 of	 Debit	 Cards	 without	Application: 
The proposed automatic issuance of debit cards 
can enhance financial transactions and resolve the 
small change problem. 

Proposed	 Banking	 Sector	 Ombudsman: The 
proposed establishment of the Ombudsman office 
is expected to deal with aggrieved bank customer 
issues and be a watch dog that enforces adherence 
to good banking practices without prejudicing 
bank clients. However, the effectiveness of this 
institution depends largely on its independence 
and adequate resources for it to discharge its 
responsibilities.

Proposed	 Establishment	 of	 a	 Credit	 Rating	
Bureau: The proposed Credit Rating Bureau is 
intended to alleviate some of the challenges relating 
to the bad behaviour/ non-disclosure of critical 
information of the creditworthiness borrowers in 
the financial sector. For instance, it will be easier 
for the banks to track the records of borrowers. 
This may reduce the levels of non-performing bank 
loans. This institution is critical in an environment 
where non-performing loans are building up and 
the demand for bank credit is increasing.

Reserve	Bank	of	Zimbabwe	(RBZ)	and	Bankers	
Association	of	Zimbabwe	(BAZ)	Memorandum	
of	 Understanding	 (MoU)	 on	 the	 Definition	 of	
Lending	Rates: This measure was a response to 
the outcry on the high lending rates, low deposit 
rates and high bank charges. Lending rates quoted 
by different banks, range from 6-35 per cent for 
commercial banks and 15-30 per cent for merchant 
banks as at September 2012. However, there is 
need to consider that the wide gap in quoted rates 
likely reflects the wide variations in capacity to 
mobilize funds and other factors that determine 

interest rates among the different banks. In this 
regard, no one interest rate level would be optimal 
for the different types of banks depending on their 
source of funding.

RBZ	 and	 National	 Social	 Security	 Authority	
(NSSA)	&	Old	Mutual	MoU	on	Cost	of	Credit	
Supplied	 to	Banks: Government also intends to 
negotiate with Old Mutual and NSSA to reduce the 
cost of funds lent to the banks, so that banks can 
be able to reduce lending rates from the current 
high levels. For the banks to reduce the rates, there 
is need for Old Mutual and NSSA to reduce their 
rates drastically. If this happens, it will go a long 
way in assisting in the reduction of lending rates in 
the economy.

E-Banking	Platform: The proposed establishment 
of an E-Banking platform will help ease transactions 
and ensure safety in banking.

Paid-Up	Permanent	Shares	(PUPS): Government 
will reinstate the tax-free status on PUPS from 
beginning 2013. PUPS enable building societies to 
raise long-term funding for periods of up to two 
years. They are designed to mobilize private sector 
funds for housing by enhancing building societies’ 
competitiveness in attracting deposits.

Mortgage	 Financing: Government noted that 
mortgage funds are currently accessed at a very 
high cost (weighted average interest rate of 15 
per cent) with limited repayment period of 10 
years. Government has proposed to encourage 
commercial banks to offer mortgage finance 
through an Amendment of the Income Tax Act in 
relation to Mortgage Financing, which will exempt 
the commercial banks from paying income tax, but 
only in relation to strict mortgage transactions.


