
1. INTERNATIONAL COMMODITY 
PRICE DEVELOPMENTS

1.1 Precious Metals

The precious metals traded at lower prices in March 2014, compared to 
the same period in 2013. The gold price lost 19.63 percent of its March 
2013 value to average USD1,336. 71 per ounce in March 2014, whilst the 
platinum price declined by 9.36 percent to average USD1,451.11 per ounce 
over the same period (Figure 1). The softening of precious metals prices can 
be attributed to the decrease in demand due to easing of speculative activities 
following improvement in global economic growth, estimated at 3.6 percent 
in 2013, which is also estimated by the International Monetary Fund (IMF) 
to increase to 3.7 in 2014. The decline in prices was also necessitated by 
the decline in demand by leading importers such as India. According to the 
World Gold Council, India’s gold imports which, account for 25 percent of 
global gold demand declined by 4 percent to 825 tonnes in 2013. 

On a month on month basis, the precious metals recorded marginal increases 
in March 2014, with the gold price strengthening by 2.84 percent from 
an average of USD1,299.83 per ounce in February 2014 while platinum 
increased by 2.95 percent from USD1,409.51 per ounce. The monthly 
increase in precious metal prices was supported by the depreciation of 
the USD against Euro, Japanese Yen and Canadian dollar. The ongoing 
Association of Mineworkers and Construction Union (AMCU) strikes in 
South Africa did not seem to have much effect in strengthening the platinum 
price, as companies were still able to meet demand from their reserves.

Figure 1: Monthly Average Prices of Gold 
and Platinum March 2013 - March 2014

Source: Bloomberg and Reuters 
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The last week of the March 2014, however 
witnessed a slump in prices of precious metals 
following increased speculations on whether or 
not interest rates will increase due to the decision 
by the United States Federal Open Market 
Committee (FOMC) to further taper its asset 
purchase programme. The further tapering of 
USD10 billion to reach USD55 billion in March 
2014, was necessitated by the signs of continued 
economic improvement as reflected by the growth 
of 2.6 percent in gross domestic product (GDP) 
in the fourth quarter of 2013 and decline in 
unemployment rate from 7 percent in December 
2013 to 6.7 percent in January 2014. 

1.2 Brent crude oil

The Brent crude oil price declined by 1.56 percent 
from USD109.49 per barrel in March 2013 to 
USD107.79 per barrel in March 2014. On a month 
on month basis, the average monthly price declined 
by 0.82 percent from USD108.7 in February 2014 
(Figure 2). The Brent crude oil price was affected by 
slow economic growth in China as reflected by the 
estimated growth rate of 7.5 percent for 2014, which 
is lower than the 7.7 percent in 2013 and 7.8 percent 
in 2012. The crude oil price was also undermined 
by the decline in refinery oil demand, following the 
commencement of maintenance works at European 
and Russian oil refineries. The decline in demand 
has resulted in ample supplies on the market.

Figure 2: Brent Crude Oil Prices March 2013 – March 2014 (monthly average)

Source: Bloomberg and Reuters

1.3 Wheat and Maize

The prices of wheat continued to strengthen in 
March, 2014 following the harsh winter weather 
in the USA which affected harvest and quality of 
the crop. The geopolitical tensions in the Black 

Sea region also added pressure on the supply of 
wheat as both Ukraine and Russia are significant 
exporters of wheat. Consequently, the price for 
Hard Red Winter (HRW) wheat increased from 
USD316 per tonne on March 3, 2014 to USD344 
per tonne as at 31 March, 2014 (Figure 3). 

Figure 3: Daily Maize and Wheat Export Prices - March 2014

Source: International Grain Council
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The effect of the geopolitical tensions in the Black 
Sea region are yet to be felt in the maize market 
as there were modest changes in the prices in 
March 2014, despite Ukraine being the third 
largest exporter of the commodity. The maize price 
decreased from USD235 per tonne on 7 March 
2014 to USD222 on 21 March, before rising to 
close the month at USD234 per tonne (Figure 3).

2. MACROECONOMIC 
DEVELOPMENTS

2.1 Agricultural Sector Developments

2.1.1 Tobacco 

As at 28 March 2014, tobacco sales had reached 
39.0 million kg at an average price of USD3.11/kg. 

This represented a 23 percent increase in sales 
registered during the same period in 2013, where 
the cumulative sales were 31.7 million kg averaging 
USD3.70/kg. 

Contract farming contributed the majority of 
tobacco delivered to the market in both the 
current marketing season and in 2013 (Figure 
4). In 2014, tobacco worth about USD121.3 was 
delivered, an increase of about 3.5% compared to 
the corresponding period in 2013. This was due to 
the increase in number of farmers attracted into 
tobacco farming in the current season as a result 
of high prices offered in the tobacco market. The 
contract farming system should be effectively 
extended to all crops, especially grains, to ensure 
that there is a balance in the production of more 
crops to ensure food security in the country.

Figure 4: Tobacco Sales by Auction and Contract Sales (in USD millions)

Source: Tobacco Industry and Marketing Board

2.1.2 The 2013 wheat 
production outlook

The 2013 Annual Wheat Assessment report 
estimated production to be 39,242 tonnes planted 
on 10,606 hectares with an average yield of 
3.70tonnes/ha. This however, falls far too short 
of the country’s production capacity of 229,775 
tonnes with a yield of 5.4 tonnes/ha. In fact, the 
2013 production was only 17 percent of the 2000 
level. A2 farmers contributed 57 percent of wheat 
output followed by large scale commercial farmers 

who contributed 41 percent. Irrigation schemes 
in communal areas and A1 farmers contributed 
nearly 1 percent each with small scale commercial 
farmers contributing the remaining share of output.

A number of factors affected wheat production. 
A2 farmers’ increased capacity to produce more 
wheat was largely driven by their ability to 
access financial and input support from banks and 
contracting companies respectively. If lines of 
credit could be availed to all farmers in addition 
to revamping the irrigation system and ensuring 
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consistent supply of electricity, this would help in 
boosting productivity of the wheat crop. Although 
farmers had adequate water for the season, pipe 
leakages occurred frequently. 

The Wheat Assessment report revealed that while 
power was available for most of the major stages of 
the early planted crop, this was not the same for the 
late plant. Chemical spraying by the national Parks 
to deal with Quela birds was not administered on 
all the wheat farms, owing to inadequate resources. 
Also, lack of farm mechanisation resulted in most 
farmers incurring huge costs in hiring combine 

harvesters from those that had them. Hiring costs 
went at a dry rate of USD70-USD90. Such costs 
could be reduced by availing soft loans to farmers 
to enable them to acquire combine harvesters, 
thereby increasing their long term profits.

2.1.3 Milk production

Milk production for the first quarter of 2014 was 
slightly lower than that of 2013 averaging 4.36 
million litres per month compared to 4.4 million 
recorded in the same period in 2013 (Figure 5).

Figure 5: Milk production in million litres

Source: Dairy Services 

The country still relies on imports since local 
production is not enough to meet the annual 
national demand which is 180 million litres. This 
presents a challenge to government to ensure that 
farmers increase the milking herd as well as milk 
productivity. 

2.2 Mining Sector Developments

2.2.1 Gold Deliveries

Total gold deliveries increased by 5.06 percent 
from 990.36 kg in March 2013 to 1040 kg in March 
2014. Deliveries by primary producers increased 
by 4.39 percent from 768.78 kg in March 2013 
to 802.52 kg in March 2014, whilst deliveries by 

small-scale producers increased by 7.40 percent 
from 221.58 kg in March 2013 to 237.97 kg in 
March 2014. The increase in the price of gold on 
the international market might have contributed 
to the increase in deliveries by both primary and 
small-scale producers.

On a month-on-month basis, total gold deliveries 
increased by 11.72 percent from 931.35 kg in 
February 2014 to 1040.49 kg in March 2014 (Figure 
6). Deliveries by primary producers increased by 
8.30 percent from 740.99 kg in February 2014 
to 802.52 kg in March 2014, whilst deliveries by 
small-scale producers increased by 25.01 percent 
from 190.35 kg in February 2014 to 237.97 kg in 
March 2014.
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Figure 6: Gold Deliveries from March 2013 to March 2014

Source: Fidelity Printers and Refineries

2.2.2. Other Mining Developments

The Zimbabwean government has significantly 
reduced mining licence fees with a view to 
promoting more investment in the sector. According 
to the government notice, the USD 5 million 
registration fees for diamonds was scrapped, with 
registration fees for platinum special prospecting 
licence being slashed from USD 2.5 million to 
USD 750,000. Application fees for an ordinary 
prospecting licence were slashed to USD 500 
from USD 500,000. The application or renewal 
fee for diamonds has remained at USD 1 million 
whilst registration or renewal fee for coal and 
energy has been cut to USD 100,000 from USD 
500,000. In addition, application for registration as 
an approved prospector paid every five years has 
been slashed to USD 4,000 from USD 5,000 while 
special prospecting licence for a mining district 
and the whole country has both been reduced to 
USD 2,500 from USD 3,000. It is expected that this 
move will attract more players in the industry since 
the government recently announced proposals to 
amend mining laws and decriminalise operations 
of small-scale miners. This will allow more 

small-scale miners to register with the authorities, 
thereby boosting revenue collections by the state 
and allowing more transparency in the sector.

2.3 Inflation Developments 

Inflation continued on a downward trend. For the 
month of March 2014, year on year inflation rate 
stood at -0.91 percent shedding 0.42 percentage 
points from -0.49 percent in February 2014 
(Figure 7). Food and non-alcoholic beverages 
inflation stood at -3.71 percent whilst non-food 
inflation stood at 0.51 percent in the month of 
March 2014. In addition to food inflation, the 
decline in inflation was underpinned by the 
decline in the prices of communication, furniture 
& equipment, miscellaneous goods & services 
and recreation & culture. On the other hand, 
upward pressure was noted in restaurants & hotels 
housing, water, electricity, gas & other fuels and 
alcoholic beverages & tobacco. The continued 
decline in inflation is a result of the depressed US 
dollar/Rand exchange and depressed consumer 
spending.
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Figure 7: Inflation Developments March 2014

Source: Zimbabwe Statistical Agency (2014)

Monthly inflation for March 2014 stood at -0.22 
percent from 0.05 percent in February 2014 
shedding 0.27 percentage points. Monthly food & 
non-alcoholic beverages inflation stood at -0.14 
percent in March 2014, from 0.18 percent in 
February 2014, whilst monthly non-food inflation 
stood at -0.26 percent, a decrease -0.01 percent in 
February 2014. On the other hand, marginal price 
increases were noted in health, communication and 
restaurant & hotels.

2.4 Interest Rate Developments

Commercial bank weighted average lending rates 
for individuals and corporates softened from 14.83 
percent and 10.53 percent respectively in February 
2013 to 14.08 percent and 9.32 percent, respectively 
in February 2014. On the contrary, merchant bank 
weighted average lending rates for individuals and 
corporates tightened from 17.93 percent and 14.36 
percent in February 2013 to 18.88 percent and 
17.73 percent in February 2014(Table 1). 

Table 1: Interest Rate Levels (Annual Percentages)

End
period

Commercial Banks lending rates Merchant Banks lending rates 3-Month 
deposit 

rate
Savings 

deposit rate
Nominal

rate
Weighted average Nominal

rate
Weighted average

Individuals Corporates Individuals Corporates
Feb-13 10.00-35.00 14.83 10.53 13.00-25.00 17.93 14.36 4-20.00  0.15-8.00
Mar-13  6.00-35.00 14.32 10.19 14.00-25.00 17.80 14.35  4-20.00  0.15-8.00
Apr-13  3.00-35.00 14.58 9.66 14.00-25.00 17.77 14.35  4-20.00  0.15-8.00
May-13  9.00-35.00 14.25  9.89 13.00-23.00 17.66 17.02  4-20.00  0.15-8.00
Jun-13  9.00-35.00 14.29  9.46 15.00-22.50 17.78 16.89  4-20.00  0.15-8.00
Jul-13  6.00-35.00 14.39  9.65 15.00-28.00 17.70 16.97  3-20.00  0.15-8.00
Aug-13  6.00-35.00 13.82  9.32 15.00-23.00 18.32 16.92  3-20.00  0.15-8.00
Sep-13  6.00-35.00 14.03  9.37 15.00-22.50 18.31 16.94  3-20.00  0.15-8.00
Oct-13  6.00-35.00 13.95  9.25 15.00-23.00 18.67 17.66  3-20.00  0.15-8.00
Nov-13  6.00-35.00 14.18  9.40 15.00-23.00 18.84 17.72  3-20.00  0.15-8.00
Dec-13  6.00-35.00 14.13  9.35 15.00-23.00 18.84 17.76  3-20.00  0.15-8.00
Jan-14  6.00-35.00 14.09  9.30 15.00-23.00 18.88 17.74  3-20.00  0.15-8.00
Feb-14  6.00-35.00 14.08  9.32 15.00-23.00 18.88 17.73  3-20.00  0.15-8.00
Average  14.23  9.59  18.26 16.65

Source: RBZ Monthly Economic Review
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There has been a general decline in commercial bank 
weighted average lending rates and an increase in 
merchant bank average lending rates over the review 
period. The decline in commercial bank weighted 
average lending rates could be attributed to the 
tightening of lending requirements in the face of high 
non-performing loans, resulting in lower risk lending 
and ultimately lower interest rates. However, the 
general increase in merchant bank average lending 
rates is likely suggestive of lower competition in 
merchant banking as there are only 2 merchant banks.

2.5 Monetary Developments

Annual growth in broad money supply (M3), 
defined as total banking sector deposits (net of 
inter-bank deposits), declined from 12.9 percent 
in February 2013 to 5.5 percent in February 
2014 (Figure 8). The decline reflects the general 
slowdown in economic activity. On a month-on-
month basis, M3 increased from 0.1 percent in 
January 2014 to 3.4 percent in February 2014.

Figure 8: Monetary Developments (M3)

Source: RBZ Monthly Economic Review

Annual total banking sector deposits increased from 
USD 3.81 billion in February 2013 to USD 4.02 
billion in February 2014 (Figure 9). On a month-

on-month basis, total banking sector deposits 
increased from USD 3.89 billion in January 2014 
to USD 4.02 billion in February 2014. 

Figure 9: Level and Growth Rate of Total Banking 
Sector Deposits, Feb 2013 to Feb 2014

Source: RBZ Monthly Economic Review
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In February 2014, demand deposits declined by 
2.63 percent, while savings & short-term deposits 
and long term deposits increased by 5.53 percent 
and 19.34 percent, respectively (Table 2). The 
month of February 2014 recorded the highest 

level of long-term deposits since the adoption of 
the multicurrency regime in February 2009. The 
growth of long-term deposits is encouraging as it 
enhances opportunities for long-term lending.

Table 2: Composition of Total Banking Sector Deposits (USD billion) 

Type of deposit December
2013

 January
2014

February
2014

Monthly 
increase

(absolute) 
USD billion

Monthly 
increase
(percent)

Demand Deposits 1.96 2.08 2.02 (0.05) (2.63)
Saving & Short-Term Deposits 1.25 1.18 1.24 0.07 5.53
Long-Term Deposits 0.72 0.63 0.76 0.12 19.34
Total Deposits 3.92 3.89 4.02 0.13 3.42

Source: RBZ Monthly Economic Review

In February 2014, demand deposits constituted 
50.28 percent, followed by savings & short-term 

deposits (30.89percent) and long-term deposits 
(18.83 percent) (Figure 10). 

Figure 10: Composition of Total Banking Sector Deposits for February 2014

Source: RBZ Monthly Economic Review

The loan-to-deposit ratio, calculated on the basis of 
total bank deposits as well as external and domestic 
sources of funding declined from 93.7 percent 
in February 2013 to 90.2 percent in February 

2014(Figure 11). The decline in the loan-to-deposit 
ratio reflects tighter credit policies by banks as a 
result of rising non-performing loans.

Figure 11: Loan-to-Deposit Ratio: February 2013 to February 2014

Source: RBZ Monthly Economic Review
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At the end of February 2014, bank credit to the 
private sector was distributed as follows: loans and 
advances (78.3 percent); mortgages (10.6percent); 

other investments (7.5 percent); bills discounted 
(2.1 percent and bankers’ acceptances (1.5 percent) 
(Figure 10).

Figure 12: Distribution of Bank Credit to the Private Sector in February 2014

Source: RBZ Monthly Economic Review

In February 2014, the sectoral distribution of bank 
loans and advances to the private sector was as 
follows (Figure 11): individuals (20.19 percent); 
agriculture (19.09 percent); distribution (17.19 

percent); services (15.16 percent); manufacturing 
(14.98 percent); other sectors (7.37 percent) and 
mining (6.01percent).

Figure 13: Sectoral Distribution of Banking Sector 
Loans & Advances as at end-February 2014

Source: RBZ Monthly Economic Review 

In January and February 2014, individuals 
received a dominant share of banking sector loans 
and advances. This is partly because their chances 
of defaulting are low since most loans extended to 
them are salary based.

2.5.1 Other Financial Sector 
Developments 

The values of all the transactions processed through 
the Zimbabwe Electronic Transfer Settlement 
System (ZETSS), cheques, card system and mobile 
& internet service, increased over the year from 
February 2013 to February 2014. The increase is 
indicative of an increase in transaction activity and 
sophistication by the banking system.
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Table 3: ZETSS, Cheques, Card, Mobile and Internet 
Transaction Activity ((USD Million)

Month ZETSS Cheque Values Card Values Mobile & Internet
Feb-13 2,968.0 5.5 260.5 199.3
Mar-13 3,340.0 15.2 312.4 220.6
Apr-13 3,535.6 16.6 328.2 283.6
May-13 3,915.3 15.4 332.6 364.0
June-13 3,544.5 13.7 298.5 268.6
July-13 3,955.5 12.3 338.0 303.2
Aug-13 3,351.1 10.5 314.5 318.2
Sep-13 3,409.2 13.3 310.9 315.5
Oct-13 3.542.0 13.8 328.1 357.8
Nov-13 3.3134 11.4 331.7 279.5
Dec-13 3,438.1 4.0 396.0 337.5
Jan-14 3,093.0 5.2 335.4 296.6
Feb-14 2,954.9 10.7 290.2 132.7
Average 3,406.3 11.4 323.4 282.9

Source: RBZ Monthly Economic Review, February 2014

2.6 Fiscal Developments

Government revenue outturn missed the target for 
the second consecutive month in 2014, with actual 
revenues amounting to USD247.96 million in 
February, being 9.48 percent lower than the target 
of USD273.28 million. Furthermore, the February 
2014 revenue outturn was 7. 98 percent lower 
than the February 2013 collection of USD269.47 
million. Cumulative revenues to February 2014 
amounted to USD499.61 million and were 4.88 

percent lower than the cumulative outturn to 
February 2013 of USD523.97 million.

The decline in revenue outturn has been due to 
the low level of economic activity, on the back of 
liquidity constraints and negative inflation, hence the 
underperformance of major tax heads such as VAT 
(-15.44 percent), customs duty (-8.44 percent) and 
tax on income and profits (-5.65 percent) (Figure 14). 
Only excise duty increased by 6.59 percent (Figure 
14), reflecting a positive yield from the increases in 
excise duty on fuel, effected in March 2013.

Figure 14: Cumulative Performance of Major Revenue 
Heads as at end-Feb 2014 Vs end-Feb 2013

Source: Ministry of Finance and Economic Development
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Total government expenditures for February 2014 
amounted to USD264.83 million, bringing the 
cumulative total for the two months to USD498.63 
million. Cumulative recurrent expenditures of 
USD478.90 million accounted for 96.04 percent, 
whilst the capital budget accounted for the 
remainder. Employment costs, including pensions, 
accounted for 72.60 percent of total expenditures at 
USD362.02 million. This unsustainable situation is 
likely to worsen if the approved salary adjustments 
for the public service. This will further crowd out 
non-wage expenditures to the detriment of the 
country’s public sector investment and growth 
objectives. Overall, the Government maintained a 
cumulative cash surplus of USD979.87 thousand, 
down from the USD17.85 million in January 2014.

2.7 External Sector Developments

Total imports for January and February 2014 were 
about USD966.3 million, a decrease of about 12.6 
percent compared to the same period in 2013. In 
2013, imports during the same period had actually 
increased by about 2.4 percent compared to the 
first two months of 2012, implying that the decline 
in 2014 is a trend that had not been witnessed 
before (Figure 15). The decrease in imports can 
be explained by the liquidity crunch, which is 
generally affecting the ability of businesses to 
import. In addition, the fall in imports can also 
reflect the effect of the increase in tariffs for 
certain products under the 2014 national budget, 
which was intended to discourage imports. This 
could also imply that the local industry is slowly 
increasing production to substitute imports.

Figure 15: Exports and Imports trend, January and February 2012-2014

Source: ZIMSTAT

In 2014, imports were mostly driven by fuel and 
lubricants, which constituted about 23 percent of 
the total imports. Other significant drivers included 
medical and veterinary equipment (7 percent), 
motor vehicles (7 percent) and maize & other 
cereals (7 percent). The importation of fertiliser, 
which is normally a significant import driver, only 
constituted 3 percent of the total imports during the 
first two months in 2014.

Given the general balance of payments deficit that 
the country is struggling with, a decrease in imports 
could be considered a positive development. 

However, exports are also not playing a 
complimentary role, as total exports during the first 
two months in 2014 were about USD470.5 million, 
a decrease of about 15.8 percent compared to the 
same period in 2013 (see Figure 15). Tobacco and 
unprocessed mineral products continue to dominate 
exports. The decrease in exports during this period 
is worrisome given that the same period in 2013 
had registered an increase of about 8.8 percent 
compared to a similar period in 2012. A falling 
trend would not help in reducing the country’s 
balance of payments deficit.
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The trade deficit was thus about USD495.8 million, 
having decreased by about 9.4 percent from the 
deficit recorded during the same period in 2013, as 
a result of the fall in imports. However, the trade 
deficit is still higher than the value of exports, 
which shows the difficulties in containing it. Export 
incentives have to be introduced as a strategy to 
boost exports, which would also include reducing 
the general many procedures that exporters undergo 
when exporting. Increasing the general production 
capacity of local industries would also be expected 
to naturally enhance exports.

3. STOCK MARKET 
DEVELOPMENTS

In the month of March 2014, the industrial index 
opened trading at 189.65 losing 13.33 points to 
close at 176.32, whilst the mining index opened the 

month at 38.07, losing 8.56 points to close at 29.51. 
There was an increase in stock market activities in 
March 2014 compared to February 2014 with both 
turnover value and volume increasing by 11.90 
percent and 181.75 percent respectively. Despite 
this, market capitalisation declined by 7.06 percent 
from USD 4.9 billion in February 2014 to USD 
4.56 billion in March 2014. This can be attributed 
to the depreciation in value of the shares being 
traded on the stock market owing to the continued 
liquidity crisis on the local economy, which is also 
affecting local investors.

On a year on year comparison, the industrial 
index in March 2014, closed at 176.32 below its 
performance in March 2013 in which it closed the 
month at 183.4 (Figure 16). The performance of 
the mining index in March 2014 remained below 
its performance in March 2013 and closed at 29.51 
compared to 66.21 in March 2013.

Figure 16: ZSE Industrial and Mining Indices for March 2013 and 2014

Source: Zimbabwe Stock Exchange

Turnover value declined by 23.41 percent in March 
2014 over the March 2013 figure, whilst turnover 
volume increased by 65.46 percent. This shows that 
the shares depreciated in value in 2014 compared in 
2013 as more shares were bought and sold at lower 
prices than in the comparable period. The value of 
shares bought and sold by foreign investors on the 
local bourse also declined by 31.16 percent and 
16.57 percent respectively in March 2014 compared 
to the same period in 2013 whilst the volume of 
shares bought and sold by foreigners increased 

by 39.04 percent and 53.53 percent, respectively 
in the same period. This is also an indication that 
shares depreciated in value (Table 3). On a yearly 
basis, market capitalisation also declined by 3.51 
percent from USD 4.73 billion in March 2013 to 
USD 4.56 billion in March 2014 .The decline in 
the value of stock market shares and subsequently 
market capitalisation can be attributed to depressed 
activities on the local bourse due to the liquidity 
crunch in the economy.
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Table 4: Summary Statistics for the Zimbabwe Stock 
Exchange for March 2013 and 2014

 March-2013 March-2014 Percentage  
Change

Turnover Value (USD) 37,711,296.82 28,884,400.23 (23.41)
Turnover Volume 230,660,328 381,649,234 65.46
Value of Shares bought by Foreigners (USD) 21,012,318.59 14,465,344.60 (31.16)
Value of Shares sold by Foreigners (USD) 16,869,686.67 14,074,732.60 (16.57)
Volume of Shares bought by Foreigners 121,217,443 168,538,660 39.04
Volume of Shares sold by Foreigners 88,981,096 136,341,723 53.23
Market capitalisation (USD) 4,726,336,602  4,560,294,057 (3.51)

Source: Zimbabwe Stock Exchange (2014)

4. CORPORATE SECTOR 
DEVELOPMENTS

The performance of the private sector in Zimbabwe 
continues to be under scrutiny, as the sector is 
generally considered as the main avenue through 
which the country can come out of the current 
liquidity crunch. As shareholders’ ability to inject 
new funds into the firms’ remains constrained by 
the current economic challenges, it is borrowing 
from the financial institutions that can be a 
reflection of investment and expansion capacities 
of the corporate sector. Since some measures 
were introduced under the 2014 National Budget 
to induce production and the general viability of 
the industry, an increase in credit to the private 
sector would be expected in 2014 as firms try 
to take advantage of the measures and increase 
activity. However, credit to the private sector for 
the first two months in 2014 grew by less than 1 
percent compared to the levels obtained during the 
same period in 2013. This generally shows little 
expansion appetite from the corporate sector. 

This is further worsened by the fact that only 3.52 
percent of the loans and advances from financial 
institutions in January and February 2014 were 
used for fixed investment, the rest being mostly 
for consumables. This does very little to increase 
the future capacity of the corporate sector to 
expand output and services. Most of the credit 
is also absorbed by households, agriculture and 
distribution where there are shorter cycles than the 
manufacturing sector, which continues to be less 
attractive for borrowed financing. The short term 
nature of the credit makes it difficult for long term 
borrowing and promotes speculative rather than 
productive borrowing.

If this financing trend witnessed in the first two 
months of 2014 were to continue throughout the 
year, there would be limited expectations for a 
stronger performance of the private sector. Growth 
rate targets for productive sectors of the economies 
are therefore likely to be missed.

5. TRADE RELATIONS 
DEVELOPMENTS

The Common Market for Eastern and Southern 
Africa (COMESA) member states held their 
Seventeenth Summit in Kinshasa, the Democratic 
Republic of Congo from 26 - 27 February, 2014 
with a theme ‘Consolidating Intra-COMESA Trade 
through Micro, Small and Medium Enterprise 
Development’. 

Among issues that were discussed was the issue 
of the COMESA customs union. The process 
of operationalizing the customs union has not 
commenced. To date, the Common Market 
legislation on the Customs Union is still pending 
despite that this was supposed to be put in place 
between 2009 and 2012. Member states therefore 
agreed to extend the transition period for a further 
two years to June 2014 to enable Member States 
to domesticate the Customs Union legislation. 
Apparently no member state has domesticated the 
customs management regulations. Member States 
were urged to domesticate and implement the 
customs union decisions, in particular the customs 
management regulations and the common tariff 
nomenclature. The Zimbabwe Revenue Authority is 
currently in the process of comparing Zimbabwe’s 
national customs management regulation and that 
of the COMESA region to identify similarities and 
differences. There is however need to give further 
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thought on the route Zimbabwe must take in the 
formation of a customs union given that Zimbabwe 
is both a member of SADC and COMESA who are 
both aiming at forming customs unions in their 
regional integration agenda.

Implementation of the COMESA customs 
union is posing a number of challenges to the 
COMESA member states. Firstly, Member states 
including Zimbabwe will face adjustment costs 
associated with alignment to the Common Tariff 
Nomenclature and the Common External Tariff 
(CET) including injury caused to local industry. 
Secondly, Member States do not have adequate 
financial resources needed to change laws, 
conducting consultations with stakeholders such 
as the private sector and civil society. In addition, 
there is poor institutional coordination on regional 
integration matters given that these are driven by 
various institutions. Further, implementation and 
domestication of COMESA programmes calls for 
more financial and human resources at a time when 
the region is seriously resource constrained. This 
therefore compels COMESA Member states to 
look for alternative ways of raising funds locally 
as their regional programmes are currently largely 
donor funded. 

The Customs Union requires a number of tariff 
lines that are at 5 percent to go down to zero 
percent while in other instances tariffs that are 
already at zero percent are supposed to be raised. 
For Zimbabwe this poses a challenge on revenue 
given that 33 percent of its total tariff lines that are 
at 5 percent are supposed to be reduced to zero. 
An extensive study on the full impact of reducing 
these tariffs on Zimbabwe’s ailing industry is 
imperative. Sensitivity to some tariff lines to 
trade liberalization is a major issue of concern for 
some Member states. Some Member States have 
more than 50 percent of their national tariff lines 
at zero percent rate and raising them upwards in 
order to align them to the COMESA CET will pose 
challenges on competitiveness as well as impact on 
consumer goods prices. 

Generally, Member States are not keen to implement 
the COMESA customs union as they are concerned 
that even if they are to apply a CET to non-customs 
union members, some trading partners like EU 
and China have more advanced technology that 
allows them to export goods into COMESA at very 
low prices to the extent that the CET will not be 
deterrent enough to allow industrial growth.


