
1.	 OVERVIEW

Zimbabwe has been experiencing growth in gold production mainly driven by 
small scale miners despite the fall in gold prices on the international market. Gold 
mining fi rms have been able to increase output because of incentives offered by 
government through reduction in royalty fees and presumptive taxes for small 
scale operators. Cumulative gold deliveries to October 2014 reached 11.11 tonnes 
which surpassed the 10 tonnes required for the country to be reaccredited into the 
London Bullion Market Association compared to 10.55 tonnes in October 2013. 
The readmission into the London Bullion Market Association will enable the 
government to increase earnings from gold and also attract more investments. 

In the international market, gold and platinum prices declined by 7 percent and 
10.8 percent to average USD1,222.97 and USD1,261.33 respectively in October 
2014 compared to the same period in 2013..The plummeting of gold and platinum 
prices continues to be infl uenced by the appreciation of the USD against major 
currencies, owing to the tightening of the US monetary policy. The weakening of 
these precious metals prices is a cause for concern for Zimbabwe as it affects the 
viability of mining companies as well as growth of the overall economy hence 
the need for value addition and benefi ciation.

Similarly Brent crude oil price averaged USD88.22 per barrel in October 2014, 
having fallen by 19.3 from its October 2013 level. . The fall in Brent crude oil 
price continue to be driven by increased supplies on the market mainly from 
Libya, Middle East and Russia. This however, has not been translated into a 
fall in domestic fuel pump prices as prices remain unchanged at an average of 
USD1.55 per liter for petrol and USD1.44 for diesel, owing to refi nery costs, 
retail/ wholesale margins and other fi xed costs associated with shipping, pipeline 
charges and government taxes. 

International maize price closed the month at USD194 per tonne in October 
2014, which is a decrease compared to October 2013 when prices ranged between 
USD207 and USD213 per tonne. This was mostly a result of expected abundant 
global supplies. In Zimbabwe, the maize producer price is set at US$390 per 
tonne, which is far above the prevailing international prices. The same trend 
was also true for wheat prices, which recorded a high of USD294 and a low 
of USD278 per tonne in October 2014. In October 2013, the highest price was 
USD336 and a lowest of USD332 per tonne.

Total exports during for the nine months to September 2014 were about $2 
billion, having decreased by about 15.5 percent compared to the same period 
in 2013. In September 2014, exports were about USD 230.4 million, having 
decreased by about 27.8 percent compared to August 2014. The decrease in 
exports in September compared to August 2014 can be attributed to the fall in 
the prices of precious minerals in the international market, as minerals contribute 
signifi cantly to exports in Zimbabwe. However, imports in September 2014 were 
about USD577.6, having increased by 5.5 percent from their August 2014 level. 
This was mainly driven by fertilizer imports. Government now requires importers 
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COMESA-SADC-EAC	
will	launch	a	Tripartite	
Free	Trade	Area	at	
the	Tripartite	Summit	
scheduled	for	19-20	
December	2014	in	Egypt.	
This	comes	at	a	time	
when	the	majority	of	the	
member	states	have	made	
tariff	offers	and	agreed	
on	the	rules	of	origin	to	
be	applied.

Gold	and	platinum	prices	
declined	by	7	percent	and	
10.8	percent	respectively	
to	average	USD1,222.97	
and	USD1,261.33	in	
October	2014	compared	
to	the	same	period	in	
2013.The	plummeting	of	
gold	and	platinum	prices	
continues	to	be	infl	uenced	
by	the	appreciation	of	
the	USD	against	major	
currencies	like	the	Euro,	
Yen	and	Australian	
dollar.

of products which can be locally produced 
to apply for permits from the Ministry of 
Industry and Commerce. While the regime 
is designed to assist the manufacturing 
industry, the permits also appear to be hurting 
the same industry as there are fi rms that use 
the restricted products as raw materials.

The stock market is also not performing 
well as shown by the decline in stock market 
activities in the month of October 2014 
attributed to the slowdown in economic 
activities which is affecting listed fi rms’ 
profi tability. Real average lending rates show 
signs of leveling off from April to September 
2014 amid expectations of low future infl ation 
pressures. Total bank deposits increased from 
USD 3.91 billion in September 2013 to USD 
4.39 billion in September 2014, with growth 
in long-term deposits commendable as it 
increases possibilities for long-term lending 
by banks to support projects with longer 
gestation periods. However, depositors’ 
confi dence in the stability of local banking 
institutions continues to undermine deposit 
mobilization initiatives. 

Zimbabwe continues to record the lowest 
rate of infl ation of -0.001 percent. The 
expenditure mix is still skewed towards 
recurrent expenditures which accounted 
for 93.15 percent of total government 
expenditure (of which 60.52 is wage related 
costs) with the remainder being capital 
expenditure. The government is still faced 
with the twin challenge of rebalancing 
its fi scal stance whilst at the same time 
improving its expenditure mix, which has 
largely been towards recurrent expenditures.

On the World Bank Doing Business 2015 
rankings, Zimbabwe continued to be ranked 
lowly at 171 out of 189 countries; one place 
down from last year’s ranking of 170, hence 
the need to adopt business friendly regulations 
to enhance doing business environment. 
A comparison of selected countries in the 
region reveals that most countries performed 
better than Zimbabwe. 

Generally, economic performance during the 
period under review has been generally weak 
despite a very low infl ation rate. Exports have 
been lower; the stock market performance 
has been weak while economic growth has 
also been lower than originally anticipated. 
The policies that the government has also 
put in place as corrective measures such as 
import duty imposition and import licenses 

1 The Federal Reserve announced that it will maintain the Federal rates between the 0.25 and 
0 range for a considerable time especially when the infl ation rate remain below 2 percent. The phrase 
‘considerable time’ is regarded as vague hence triggering market speculations.

might only be short term relief measures 
which might need complimentary measures 
to produce the long term growth effects.

2.	 REGIONAL	
ECONOMIC	
DEVELOPMENTS

2.1	 Tripartite	Free	Trade	
Area	launch	looming

Member States of COMESA, SADC and 
EAC made a decision on 25 October 2014 
to launch the Tripartite Free Trade Area at 
the Tripartite Summit scheduled for 19-20 
December 2014 in Egypt. This comes at a 
time when the majority of the member states 
have made tariff offers and agreed on the 
rules of origin to be applied. Zimbabwe will 
offer market access to only four countries, 
i.e. Angola, Eritrea, Democratic Republic of 
Congo and Ethiopia under this arrangement.

3.	 COMMODITIES	
PRICES

3.1	 Precious	Metals

The downward trend in the precious metals 
prices continued in October 2014, with the 
gold price declining by 7 percent compared 
to the same period in 2013 to average 
USD1,222.97per ounce. The platinum price 
plunged by 10.8 percent over the same period 
to average USD1,261.33 per ounce in October 
2014 (Figure1). The plummeting of gold and 
platinum prices continues to be infl uenced by 
the appreciation of the USD against major 
currencies like the Euro, Yen and Australian 
dollar. The USD has been strengthening 
owing to the tightening of the US monetary 
policy, with the Federal Reserve winding 
down its quantitative easing program at the 
end of October 2014. The USD also gained 
due to the monetary stimulus measures by 
the Bank of Japan and European Central 
Bank which are weakening the Yen and the 
Euro. Increasing expectations concerning 
the rise in the Federal Reserve interest rates 
have also contributed to the weakening of 
precious metals prices. Expectations in the 
markets are that an earlier rise in US interest 
rates is plausible if the positive growth, low 
unemployment and infl ation levels persist in 
the US economy1. 

2.	 REGIONAL	

3.	 COMMODITIES	
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Brent	crude	oil	price	fell	
by	19.3	percent	year	on	

year	to	average	USD88.22	
per	barrel	in	October	

2014,	owing	to	the	
appreciation	of	the	USD	

and	ample	supplies.

Maize	prices	
strengthened	in	the	

month	due	to	delays	in	
harvesting	in	the	US	

and	dry	weather	in	some	
parts	of	Brazil.

weakened by 7.6 percent from USD1,364.91 
per ounce in September 2014. 

On a monthly basis, the average gold price 
contracted by 1.4 percent from USD1,240.26 
in September 2014, whilst the platinum price 

Figure	1:	Monthly	Average	Prices	of	Gold	and	
Platinum,	October	2013	–	October	2014

Source: Bloomberg and Reuters 

The downward trend in gold and platinum 
prices continues to affect the viability of 
gold and mining firms in Zimbabwe as well 
as growth of the overall economy. The gold 
mining firms however have been able to 
increase output because of incentives offered 
by government through reduction in royalty 
fees and presumptive taxes for small scale 
operators.  

3.2	 Brent	crude	oil

The Brent crude oil price continued to fall 
in October 2014, declining by 19.3 percent 

compared to October 2013 to average 
USD88.22 per barrel. On a monthly basis, 
the Brent crude oil price declined by 10.6 
percent from an average of USD98.72 per 
barrel in September 2014 (Figure 2). The 
fall in Brent crude oil price continues to be 
driven by increased supplies on the market 
mainly from Libya, Middle East and Russia. 
Moreover, the strengthening of the USD has 
also contributed to the weakening of crude 
oil price. 

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

Source: Bloomberg and Reuters

The pump prices of fuel in Zimbabwe 
have remained unchanged at an average of 
USD1.55 per liter for petrol and USD1.44 for 
diesel, though Brent crude oil prices continue 
to decline. Domestic fuel prices are driven by 
refinery costs, fixed costs (shipping costs, sea 
handling costs, pipeline charges, government 
levies and taxes) and also retail/ wholesale 
margins.

3.3	 Maize	and	Wheat

The maize price firmed up from USD178 at 
the beginning of October to close the month at 
USD194 per tonne. Firming of maize prices 
was due to delays in harvesting in the US and 
dry weather in some parts of Brazil which 
have fueled speculations of reduced planting 
in the country which is one of the leading 
maize exporters. Overall maize price remains 
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quite low compared to October 2013 when 
it ranged between USD207 and USD213 per 
tonne. The subdued prices in 2014 are a result 
of expected abundant global supplies. 

For the 2014/15 season government set 
the maize producer price at USD390 per 
tonne which was far above the prevailing 
international prices to promote increased 
production of the crop in line with the 

food security objective of the Zimbabwe 
Agenda for Sustainable Socio-Economic 
Transformation (ZIMASSET). However, 
the grain buyer of last resort in the country, 
the Grain Marketing Board has been facing 
challenges in making timeous payments 
to farmers and this has led to most farmers 
opting for private cash buyers who tend to 
offer lower than stipulated prices.

Figure	3:	Daily	Maize	and	Wheat	Export	Prices,	September	–	October	2014

Source: International Grain Council

Wheat continues to trade at lower price in 
October 2014 compared to same period in 
2013. The wheat price recorded a high of 
USD294 and a low of USD278 per tonne in 
October 2014, whereas in 2013 the highest 
price was USD336 and a lowest of USD332 
per tonne. The wheat price however got a 
reprieve in the current month from gains in 
the maize price (Figure 3). 

4.	 REAL	SECTOR	
DEVELOPMENTS

4.1	 Agriculture

4.1.1	Tobacco

As at 25 October 2014, about 82,624 farmers 
had registered to grow tobacco in the just 
started 2014/15 farming season.  Communal 
farmers constitute 46 percent of all the 

4.	 REAL	SECTOR	

farmers whilst A1, A2 and the small scale 
farmers constitute 37 percent, 9 percent and 
8 percent, respectively (Figure 4). Tobacco 
farmers will continue to receive fi nancial 
support through contract farming this season.

Tobacco exports as at 24 October stood at 
USD561,6 million as compared to USD596.9 
million earned over the same period in 2013 
(Figure 5).

China, Belgium and South Africa remained 
the top 3 export destinations for both the 
current and previous trading seasons, 
contributing 72.2 percent and 70.7 percent 
respectively in Zimbabwe’s tobacco export 
earnings. More export revenue can however 
be realised by enhancing agricultural sector 
competitiveness to ensure competitive value 
added products in the tobacco industry 
as espoused in the economic blue print, 
ZimAsset’s cluster on value addition and 
benefi ciation.

Figure	4:	Flue	Cured	Tobacco	Growers	Registration	by	25	October	2014

Source: Tobacco Industry and Marketing Board 



	 October 2014 Zimbabwe	Monthly	Economic	Review 5

Total	diamonds	
exported	decreased	
by	29.36	percent	to	

USD	175,049,389	from	
January	to	September	

2014,	compared	to	USD	
247,799,589	exported	

during	the	same	period	
in	2013.Cumulative	gold	

deliveries	to	October	
2014	reached	11.11	

tonnes	which	surpassed	
the	10	tonnes	required	
for	the	country	to	be	
reaccredited	into	the	

London	Bullion	Market	
Association.

4.1.2	Milk	production

There was a slight increase of 2 percent in 
milk production to a total of 40.5million 
litres during the first nine months of 2014 
compared to the same period in 2013. This 

however, falls far short of the annual national 
requirement of 180million litres per year, 
forcing the country to rely on imports to 
close the deficit. The influx of milk imports 
has however undermined the growth of the 
dairy sector.

Figure	5:	Tobacco	Exports(USD	Millions)

Source: Tobacco Industry and Marketing Board 

Figure	6:	Total	Milk	Production	(litres),	January	–	September	2013	and	2014

Source: Dairy Services 

Dairy farmers can embark on a number 
of strategies to improve milk productivity 
which is currently around 10litres per cow 
per day against the peak of 25litres per cow 
in the mid-1990s. These strategies include 
herd/breed improvement programmes, 
farmer cooperation in input acquisition 
and marketing which can reduce costs of 
production and increase productivity.

4.2	 Mining

4.2.1	Diamonds	and	
Platinum	Exports

Total diamonds exported decreased by 29.36 
percent to USD 175,049,389 from January 
to September 2014, compared to USD 
247,799,589 exported during the same period 
in 2013. Unsorted diamonds worth a total of 
about USD 173,232,590 were exported from 
January to September 2014, compared to 

USD 80,202,076 exported during the same 
period in 2013. Cumulative exports for non-
industrial diamonds stood at USD 1,816,799 
from January to September 2014, compared 
to USD 167,597,513 exported during the 
same period in 2013.The huge discrepancy 
on the exports in non-industrial diamonds in 
2013 and 2014 is explained by the fact that 
the 2014 figures of non-industrial diamonds 
exports from ZIMSTAT show that it was only 
in the month of February that exports were 
made, with nothing exported for the rest of 
the period. Cumulative exports for platinum 
unwrought or in powder form decreased 
by 2.21 percent to USD 102,290,155 from 
January to September 2014 compared to the 
same period in 2013.

4.2.2	Gold	Deliveries

Total gold deliveries increased by 11.60 
percent to 1268.41 kg in October 2014 
(Figure 7) compared to the same period 
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On a monthly basis, total gold deliveries 
decreased by 11.02 percent to 1268.42kg in 
October 2014 compared to September 2014. 
Deliveries by primary producers decreased 
by 8.49 percent to 838.22 kg in October 2014, 
whilst deliveries by small-scale producers 
decreased by 15.57 percent to 430.20 kg in 
October 2014.

4.2.3	Other	Mining	Developments

The government of Zimbabwe, through the 
Ministry of Mines and Mining Development 
is considering removing tax royalties and 
15 percent value added tax on locally cut 
and polished diamonds in order to promote 
value addition and beneficiation to minerals 
and attract investment in the mining sector. 
The move comes barely ten months after 
the government increased royalties for 
diamonds to 15 percent from 10 percent. 
The government has been pushing for value 
addition and beneficiation in line with 
the ZimAsset economic blueprint. Fiscal 
measures to promote value addition need to 
be complemented by measures to improve 
the doing business environment in order 
to attract new capital into value addition 
initiatives. 

4.3	 Manufacturing

Through various measures, which include 
Statutory Instruments 6 and 126 of 2014, 
importers now need to apply for a permit 

from the Ministry of Industry and Commerce 
which has to be renewed after expiry. The 
affected products include sugar, poultry, 
milk, vegetables, cement, soap, plastic bags 
of polymers, tubes, pipes and conveyor 
belts. However, some players in the 
manufacturing sector have been negatively 
affected by the new import permit regime, 
as products that are used as raw materials 
by other industries were also included in 
the list. Examples include plastic bags of 
polymers and conveyor belts which the 
cement manufacturers need to operate. The 
local suppliers are not able to meet demand, 
either due to lack of capacity or inability to 
produce latest variants of the products due to 
lack of advanced technological equipment. 
Local cement companies thus still need to 
import the bags, yet they face restrictions and 
difficulties in getting import permits. 

Despite being designed to protect the 
local manufacturing industry, the permits 
seem to be creating difficulties for some  
manufacturing firms that use the restricted 
products as raw materials. During the Buy 
Zimbabwe Campaign business conference 
held in Bulawayo, some stakeholders in the 
manufacturing sector in Bulawayo raised a 
concern on how the import permit regime 
was negatively affecting their operations.  
In this regard they maybe scope to fine tune 
the policy to avoid the unintended negative 
impacts on the manufacturing sector. 

in 2013. Deliveries by primary producers 
decreased by 8.04 percent to 838.22 kg in 
October 2014, whilst deliveries by small-
scale producers increased by 91.15 percent 
to 430.20 kg in October 2014. Cumulative 
deliveries to October 2014 reached 11.11  
tonnes which surpassed the 10 tonnes 
required for the country to be reaccredited 
into the London Bullion Market Association. 

Zimbabwe was deregistered in 2008 by the 
London Bullion Market Association after 
gold production fell to below three tons. 
The readmission into the London Bullion 
Market Association would enable the 
government to increase earnings from gold 
and also attract more investments in the 
gold mining sector.

Figure	7:	Gold	Deliveries,	October	2013	-	October	2014

Source: Fidelity Printers and Refineries
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The	decline	in	stock	
market	activities	in	

the	month	of	October	
2014	is	attributed	to	the	
slowdown	in	economic	

activity	which	is	affecting	
listed	fi	rms’	profi	tability	
hence	their	attractiveness	

for	investment,	thus	
both	turnover	value	and	
volume	declined	by	36.62	
percent	and	74.05	percent	

respectively	from	their	
October	2013	levels.

4.4	 Tourism

Zimbabwe and Zambia launched the KAZA 
Uni-Visa at the World Travel Market (WTM) 
2014 held in London from the 3rd - 6th of 
November. The Uni-Visa is expected to 
facilitate easy movement of the tourists 
between the two countries. The ultimate 
benefi ts anticipated from the Uni-visa system 
include job creation, increased fi scal revenue 
and growth of the tourism industry. WTM is 
a prominent event in the global travel tourism 
that provides a platform for international 
buyers, suppliers, tourism boards, luxury 
hotel and tour operators to exhibit and 
exchange business information.  

The successful co-hosting of the United 
Nation World Tourism Organisation 
(UNWTO) summit in August 2013, 
demonstrated that a Uni-visa system is 
benefi cial to both Zimbabwe and Zambia. 
The easy movement of visitors during the 
UNWTO between the two countries which 
share one of the world best natural wonders, 
the Victoria Falls, saved visitors time and 
money which was then expendable in other 
tourism products. Since the KAZA Uni-visa 
project is the fi rst of its kind in Southern 
Africa, its successful implementation will 
provide key lessons for other countries 
in the region that have adjacent tourism 
attractions.  

5.	 OTHER	KEY	
MACROECONOMIC	
SECTOR	
DEVELOPMENTS

5.1	 The	Financial	and	
Monetary	Sector

5.1.1	Stock	Market

The industrial index opened trading at 
194.15in the month of October 2014, losing 
16.27 points (-8.38 percent) to close the 
month at 177.88, whilst the mining index 
also followed the negative trend losing18.78 
points (-21.06 percent) to close at 70.38 
after opening the month’s trading at 89.16 
(Figure 8). 

A monthly comparison of stock market 
activities showed that both turnover value 
and volume decreased by 17.03 percent 
and 25.84 percent respectively between 
September 2014 and October 2014. The 
share of foreign investors in total turnover 
increased to 60.6 percent in October 2014 
compared to 48.8 percent in September 2014, 
whilst market capitalisation further declined 
by 9.25 percent from USD 5.14 billion in 
September 2014 to USD 4.66 billion in 
October 2014.

5.	 OTHER	KEY	

Figure	8:	ZSE	Industrial	and	Mining	Indices,	January	2013	-	October	2014

Source: Zimbabwe Stock Exchange

On a year on year comparison, the industrial 
index closed at 177.88 in October 2014, 
failing to surpass its performance by 31.86 
points (15.19 percent) from the October 
2013 fi gure of 209.54. On the other hand 
the mining index closed the month of 
October 2014 trading at 70.38, surpassing its 
performance in October 2013 by 17.7 points 
(33.6 percent), despite showing signs of 
declining(Figure 8).

Meanwhile an annual comparison of stock 
market activities showed that both turnover 

value and volume declined by 36.62 percent 
and 74.05 percent respectively from USD 
44.58 million and 602.9 million shares in 
October 2013.The decline in stock market 
activities is attributed to the slowdown in 
economic activity which is affecting listed 
fi rms’ profi tability hence their attractiveness 
for investment (Table 1).The market 
capitalization, which stood at USD 5.407 
billion in October 2013, declined by 13.73 
percent in October 2014.
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Over	the	period	April	
toSeptember	2014	real	
average	lending	rates	
showed	signs	of	levelling	
off	amid	expectations	
of	low	future	inflation	
pressures.

Figure	9:	Real	Interest	Rate	Levels,	September	2012	–	September	2014

Source: Own calculations from RBZ and ZIMSTAT data

Table	1:	Summary	Statistics	for	the	Zimbabwe	
Stock	Exchange,	October	2013	and	2014

Date Oct-13 Oct-14
Percentage	

Change
Turnover Value (USD) 44,581,769.86 28,256,642.49 (36.62)
Turnover Volume 602,947,421 156,444,539 (74.05)
Value of Shares bought by Foreigners (USD) 24,143,071.45 17,123,635.66 (29.07)
Value of Shares sold by Foreigners (USD) 22,576,674.49 10,915,601.15 (51.65)
Volume of Shares bought by Foreigners 70,386,551 53,890,167 (23.44)
Volume of Shares sold by Foreigners 143,720,505 77,076,073 (46.37)
Market Capitalisation (USD) 5,407,419,748 4,664,797,085 (13.73)

Source: Zimbabwe Stock Exchange

In regional developments, the Johannesburg 
All Share Index was the best performer 
gaining 0.98 percent, buoyed by positive 
outlook in the market which was shaken 
by the collapse of African Bank, whilst the 

Zimbabwe Stock Exchange performed poorly 
among its peers losing 8.38 percent and 
21.06 percent on the Industrial and Mining 
indices respectively as a result of slowdown 
in economic activity (Table 2). 

Table	2:	Summary	of	Regional	Stock	Market	Performance	in	October	2014

Country Index Open Close Points
Percentage	

Change
South Africa Johannesburg All Share Index 48,189.06 48,660.44 471.38 0.98
Botswana Domestic Companies Index 9,475.82 9,563.75 87.93 0.93
Malawi All Share Index 14,034.43 14,127.41 92.98 0.66
Botswana Foreign Companies Index 1,581.28 1,580.38 (0.90) (0.06)
Zambia Lusaka All Share Index 6,214.60 6,182.94 (31.66) (0.51)
Mauritius Mauritius All Share Index 2,156.52 2,131.61 (24.91) (1.16)
Kenya Nairobi All Share Index 163.63 159.68 (3.95) (2.41)
Zimbabwe Industrial Index 194.15 177.88 (16.27) (8.38)
Zimbabwe Mining Index 89.16 70.38 (18.78) (21.06)

Source: African Financials website

5.1.2	Interest	Rates

Real average weighted lending rates for 
commercial and merchant banks have 
increased over the period September 2012 

to September 2014 reflecting, among other 
factors, tight liquidity, high non-performing 
loans, perceived high country risk and 
information asymmetry due to lack of a credit 
registry system. 
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Total	bank	deposits	
were	up	from	USD	3.91	

billion	in	September	
2013	to	USD	4.39	billion	

in	September	2014.
All	classes	of	deposits	

increased,	with	long-term	
deposits	recording	the	

largest	increase.

Share	of	long-term	
deposits	in	total	deposits	

increased	to	19.43	
percent	in	September	

2014	from	13.86	percent	
in	September	2013.The	

growth	in	long-term	
deposits	is	commendable	
as	it	increases	possibilities	
for	long-term	lending	by	
banks	to	support	projects	

with	longer	gestation	
periods.

For corporates, high real lending rates mean 
that the cost of borrowing for investment is 
high and this tends to slow down investments 
and raise cost of production. High real lending 
rates would be expected also to trigger inflow 
of hot money into the economy. However, 
this has not been the case, raising concerns 
about the openness of the capital account 
and unfavourable business environment for 
investors.

5.1.3	Monetary	Developments

Annual growth in broad money supply (M3), 
defined as total banking sector deposits (net 
of inter-bank deposits), increased from 4.9  
percent in September 2013 to 12.2 percent 
in September 2014 (Figure 9). Monthly 
M3 growth decelerated from 2.3 percent in 
August 2014 to 1.5 percent in September 
2014.

Figure	10:	Annual	&	Monthly	Money	Supply	Growth	and	
Total	Bank	Deposits,	September	2013	–	September	2014

Source: RBZ Monthly Economic Review

Table	3:	Composition	of	Total	Banking	Sector	Deposits	(USD	billion)

Type	of	deposit September
2013

September
2014

Annual	
increase
(absolute)
USD	billion

Annual	
increase
(percent)

Share	in	total	
deposits	as	at	
end	September	

2014

Demand Deposits 2.06 2.13 0.07 3.39 48.55

Saving  & Short-Term Deposits 1.31 1.41 0.10 7.63 32.02

Long-Term Deposits 0.54 0.85 0.31 57.32 19.43

Total	Deposits	 3.91 4.39 0.48 100.00

Source: RBZ Monthly Economic Review

Total domestic credit increased by 6.51 
percent from USD 4.01 billion in September 
2013 to USD 4.27 billion in September 
2014. Despite the increase in total domestic 
credit, the share of private sector credit 
has declined from 92.80 percent to 87.94 
percent of total domestic credit over the 
same period, reflecting increasing lending 
to Government and Parastatals, possibly due 
to high non-performing loans. As at end of 
September 2014, credit to Government and 
Parastatals stood at USD 442.44 million and 
72.39 million respectively, from USD 228.61 

million and USD 59.42 million in September 
2013, respectively. Non-performing loans 
which stood at 18.49 percent in June 2014 
militate against credit growth as they make 
banks become more risk averse. 

As at end of September 2014, total private 
sector credit amounted to USD 3.75 billion 
and 83.60 percent was distributed as loans & 
advances(Figure 11). The loans and advances 
were mainly distributed to agriculture (18.12 
percent), individuals (18.10 percent) and 
distribution (16.57 percent). About 41.23 

The growth in annual M3 reflects the 
increase in total bank deposits from USD 
3.91 billion in September 2013 to USD 4.39 
billion in September 2014 (Figure 9). All 
classes of deposits increased, with long-term 
deposits recording the largest increase of 
57.32 percent (Table 3). The share of long-
term deposits in total bank deposits increased 
from 13.86 percent to 19.43 percent over the 

period September 2013 to September 2014. 
The shares of demand and savings & short-
term deposits have declined from 52.76 
percent and 33.38 percent to 48.55 percent 
and 32.02 percent, respectively, over the same 
period. The growth in long-term deposits is 
commendable as it increases possibilities 
for long-term lending by banks to support 
projects with longer gestation periods.



10	 Zimbabwe	Monthly	Economic	Review	October 2014

Government	and	
Parastatals	borrowing	
increasedby	78.5	percent	
from	288.42	million	
in	September	2013	to	
USD	514.83	million	in	
September	2014,	as	the	
share	of	private	sector	
credit	in	total	domestic	
credit	declines	from	92.80	
percent	to	87.94	percent	
over	the	same	period.

The	decline	in	both	
annual	inflation	and	
monthly	inflation	
was	underpinned	by	
constrained	aggregate	
demand	which	is	a	
result	of	low	disposable	
income	emanating	from	
the	poor	performance	of	
the	economy.	Zimbabwe	
continues	to	record	the	
lowest	rate	of	inflation	
with	Malawi	maintaining	
its	position	as	the	country	
with	the	highest	inflation	
rate	in	the	region	at	23.3	
percent.

5.2	 Other	Financial	Sector	
Developments

Tetrad Investment Bank was suspended from 
undertaking banking activities by the Reserve 
Bank of Zimbabwe (RBZ) on 12 November 
2014. According to the RBZ, the suspension 
is meant to protect depositors while the bank 
implements its scheme of arrangements with 
creditors to solve the bank’s financial woes. 
The scheme of arrangement with creditors 
was initially supposed to be implemented 
up to 31 October 2014 but was extended 
to 31 January 2015. Tetrad is among the 
four banking institutions which are facing 
liquidity and solvency challenges as a result 
of difficult macroeconomic conditions 
obtaining in the country and institution 
specific factors. According to the RBZ 2014 
Mid-Term Monetary Policy Statement, these 
banking institutions have a lower systemic 
importance as they constitute 8.8 percent of 

total loans, 7.2 percent of total bank assets and 
6.7 percent of total deposits. Despite having 
low systemic influence, the existence of 
troubled banks erodes depositors’ confidence 
in the local banking system and this curtails 
deposit mobilization efforts.  

5.3	 Inflation

Year on year inflation rate for the month 
of October 2014 stood at -0.001 percent, 
shedding 0.09 percentage points from the 
September 2014 rate of 0.09 percent. The 
decline in annual inflation was mainly 
weighed down by the prices of food and 
non-alcoholic beverages, whose inflation for 
the month of October 2014 stood at -3.23 
percent, shedding 0.28 percentage points 
from the September 2014 rate. The non-food 
inflation rate remained unchanged at 1.59 
percent (Figure 12).

percent of the loans & advances were spent 
on the purchase of assets, while 34.74 
percent were spent on inventory build-up. 
Expenditure on fixed investment activities 
was very low, with only 2.95 percent of 
the loans & advances spent on plant and 

equipment and 2.21 percent spent on pre and 
post shipment financing. Low expenditure 
on fixed investment activities is more likely 
a result of the short-term nature of loans 
& advances which constrain long-term 
investments.

Figure	11:	Sectoral	distribution	of	loans	&	Advances	
to	the	privates	sector,	September	2014

Source: RBZ

Figure	12:	Trend	in	Year	on	Year	Inflation,	September	2013	-	October	2014

Source: ZIMSTAT

The month on month inflation rate in 
October 2014 was -0.11 percent shedding 
0.10 percentage points from the September 

2014 rate of -0.01 percent. The performance 
of month on month inflation was weighed 
down mainly by the decline in month on 
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The decline in both annual inflation and 
monthly inflation was underpinned by 
constrained aggregate demand which is a 
result of low disposable income emanating 
from poor performance of the economy. Due 
to dollarisation, the RBZ does have limited 
policy instruments and discretionary powers 
to influence monetary policy. Consequently, 
in the short run, inflation is expected to 
remain subdued on the back of low consumer 
spending and the strengthening of the US$ 
against the South African Rand.

Inflation developments in the SADC region 
for October 2014 saw Zimbabwe recording 
the lowest rate of which was closer to zero 
at -0.001 percent, followed by Mozambique 
and Botswana with inflation rates of 2.13 
percent and 4.34 percent, respectively 

(Table 4). Malawi  maintain its position as 
the country with the highest inflation rate 
in the region at 23.3 percent, fuelled by 
the continued depreciation of the Malawi 
Kwacha against major currencies, with 
importers passing on the cost of the exchange 
rate movement to consumers, hence fuelling 
inflation. The Malawian Kwacha reached an 
all-time high of MK461.32 against the USD 
in October 2014.  However, caution is needed 
when comparing Zimbabwe with its regional 
comparators because of the differences in 
policy frameworks across countries and the 
multicurrency regime in Zimbabwe. In this 
regards the source of inflationary pressures 
and exposure to exchange rate volatilities are 
different in a country with its own currency 
and a dollarized country.  . 

month non-food inflation which stood at 
-0.04 percent, after shedding 0.20 percentage 
points from 0.15 percent in September. 
Month on month food and non-alcoholic 

beverages inflation stood at -0.24 percent in 
October 2014, gaining 0.10 percentage points 
on the September 2014 rate of -0.34 percent 
(Figure 13). 

Figure	13:	Trend	in	Month	on	Month	Inflation,	September	2013	-	October	2014

Source: ZIMSTAT

Table	4:	Trend	in	SADC	Region	Inflation,	June	2014-October	2014

 June	2014 July	2014 August	2014 September	2014 October	2014
Malawi 22.5 22.3 24.5 23.7 23.30
Zambia 7.8 7.9 8.0 7.8 7.9
Angola 6.89 6.98 7.05 7.19 7.48
South	Africa 6.6 6.3 6.4 5.9 5.9
Namibia 6.1 5.5 5.4 5.28 4.98
Botswana 4.55 4.5 4.6 4.47 4.34
Mozambique 2.75 2.95 2.64 2.23 2.12
Zimbabwe (0.08) 0.31 0.15 0.09 (0.001)

Source: Trading Economics/Zimbabwe Statistical Agency

5.3	 External	Sector

Total imports during the first nine months 
of 2014 were about $4.7 billion, having 
decreased by about 21.3 percent compared to 
the same period in 2013. Total exports during 
the same period were about $2 billion, having 

decreased by about 15.5 percent compared 
to the same period in 2013. Although both 
exports and imports fell during the period, 
imports fell by a higher level compared to 
exports, which saw an improvement in the 
balance of trade deficit. The balance of trade 
deficit, which totaled $2.6 billion, fell by 
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There	was	a	significant	
increase	in	imports	
in	September	2014	
compared	to	August	due	
to	the	importation	of	
fertilizer,	which	increased	
by	about	300	percent.	
There	was	also	a	decrease	
in	the	value	of	exports	
in	September	compared	
to	August,	which	could	
be	explained	by	the	fall	
in	international	mineral	
prices.

Cumulative	government	
revenue	for	the	nine	
months	to	September	
2014	amounted	to	USD	
2.730	billion,	5.91	percent	
short	of	the	cumulative	
target	of	USD	2.901	
billion.	This	below	
budget	performance	
is	underpinned	by	
underperformance	of	
various	tax	revenue	
heads.

The increase in imports for September 2014 
was mainly spurred by the importation of 
fertiliser in preparation for the imminent 
planting season as fertiliser imports increased 
by about 300 percent in September 2014 
compared to August 2014. Fertiliser imports 
had only increased by about 5.6 percent 
between August and September 2013, 
which could reflect that agents have started 
preparations for the agriculture season earlier 
than last year. The decrease in exports in 
September compared to August can be 
attributed to the fall in the prices of precious 
minerals in the international market, as 
minerals contribute significantly to exports 
in Zimbabwe. Gold price fell by 8.92 percent 
in September from US$1,361.7 per ounce 
in August 2014, whilst the platinum price 
weakened by 5.54 percent from US$1,444.92 
per ounce over the same period. 

5.4	 Fiscal	Policy

Revenues outturn

Tax revenue contributed most of government 
revenue with tax on income & profits (43.44 
percent) and value added tax (32.30 percent) 
accounting for the bulk of the tax revenue. 
The various tax heads performed lower than 
expected with the exception of other indirect 
taxes which surpassed its target by 19 percent 
whilst customs duty was the worst performer 
failing to surpass its target by 26 percent 
(Figure 15).

The government revenue outturn for the 
month of September 2014 amounted to 
USD 329.61 million, with the month of June 
recording the highest revenue outturn of 
USD396.23 million (Figure 16) on account 
of half yearly corporate tax payments by 
companies. Cumulative revenue for the nine 
months amounted to USD 2.730 billion, 5.91 
percent short of the cumulative target of USD 
2.901 billion. This below budget performance 
was underpinned by the underperformance in 
the tax revenue heads (Figure 15).On a year 
on year comparison the cumulative outturn to 
September fell short by 3.28 percent to reach 
the USD2.823 billion realised over the same 
period in 2013. This may be attributed to the 
underperformance of the economy which has 
resulted in the revenue base declining. It is 
against this background that Government 
instituted a number of revenue enhancing 
measures in the Mid-Year Fiscal Policy 
Review of September 2014 which are yet to 
bear fruits.

Expenditure Outturn

Government expenditure for the nine 
months to September 2014 amounted to 
USD2.42 billion, resulting in a primary 
deficit of USD17.56 million (Figure 16). 
The government is, therefore, faced with 
the twin challenge of rebalancing its fiscal 
stance whilst at the same time improving 
its expenditure mix, which has largely been 
tilted towards consumption. Therefore in 
medium-to-long term, the fiscal policy stance 
is to rationalize expenditure and put more 
emphasis on capital and social expenditures. 

about 25.4 percent compared to the total for 
the same period in 2013. 

Although imports have fallen consistently 
during 2014 compared to comparative periods 
in 2013, there is a general upward trend in the 
movement of imports in 2014 (Figure 14). 
If this upward trend in imports is sustained, 

this would be a cause for concern as it would 
contribute negatively towards the country’s 
overall balance of payment position. The 
positive upward trend for exports which 
had been witnessed since April 2014 was 
reversed in September at a timewhen imports 
continued to rise, resulting in the widening of 
the trade deficit in September.

Figure	14:	Zimbabwe	exports,	imports	and	the	trade	
balance,	January	–	September	2014

Source: ZIMSTAT
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Zimbabwe’s	Doing	
Business	2015	ranking	
of	171	out	of	189,	was	
one	place	down	from	
last	year’s	ranking	of	
170,	hence	the	need	
to	adopt	business	

friendly	regulations	to	
enhance	doing	business	

environment.

Figure	15:	Tax	revenue	heads	performance	(actual	as	a	percentage	of	target)

Source: MOFED

Figure	16:	Revenue	and	Expenditure	Performance	
(USD	Millions),	January	-	September	2014

Source: MOFED

Recurrent expenditures stood at USD2.560 
billion, as at September 2014 accounting 
for 93.15 percent of total government 
expenditure, with the remainder being capital 
expenditures. On the other hand wage related 

costs accounted for 60.52 percent of the 
recurrent expenditure which is unsustainable 
given that other government activities are 
underfunded relative to the available budget.

6.		 TOP	ICAL	ISSUES

6.1	 Zimbabwe’s	Overall	
Doing	Business	Ranking	
Slightly	Decline

Zimbabwe was ranked 171 out of 189 by the 
World Bank’s Doing Business 2015 report, 
down from last year’s ranking of 170. The 
report measures regulations affecting 10 
areas of the life of a business. These include 
starting a business, dealing with construction 
permits, getting electricity, registering 
property, getting credit, protecting minority 

6.		 TOP	ICAL	ISSUES investors, paying taxes, trading across 
borders, enforcing contracts and resolving 
insolvency. The basis of Doing Business 
report is the notion that economic activity, 
particularly private sector development, 
benefi ts from clear and coherent rules. 
Hence, countries with a high ranking are 
deemed to be in a more favorable position to 
attract investors. 

A comparison with the 2014 Doing Business 
report for Zimbabwe shows a notable 
improvement in getting credit which moved 
43 places up to position 147 from 104 (Table 
5). However, the country still has liquidity 
challenges with credit mainly available for 
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Table	6:	Selected	Countries	Doing	Business	Indicators,	2013	-2015

2015 2014 20132 2014/2015	Change
Mauritius 28 20 19 
South	Africa 43 41 39 
Rwanda 46 32 52 
Botswana 74 56 59 
Namibia 88 98 87 
Zambia 111 83 94 
Mozambique 127 139 146 
Tanzania 131 145 134 
Malawi 164 171 157 
Zimbabwe 171 170 172 
Democratic	Republic	of	Congo 178 183 181 
Angola 181 179 172 

Source: Doing Business 2015, International Finance Corporation, World Bank

short term financing. Long term finance is still 
a challenge. Slight improvements were also 
noted in getting electricity and registering 
property which moved 4 and 1 places from 
157 to 153 and 95 to 94, respectively. It should 
also be noted that the report did not include 
power outages; hence in subsequent reports 
the rank might slide due to incorporation of 
inadequate and intermittent power supply 
prevailing in the country. There was no 

change in the rank for enforcing contracts 
which remained at 157. On the other hand, 
the country moved downwards in trading 
across borders by falling four places to 
position 180, three places each for starting 
a business, protecting minority shareholders 
and paying taxes. Dealing with construction 
permits and resolving insolvency is still a 
challenge as noted by a slip by two and one 
points, respectively.

Table	5:	Zimbabwe’s	various	Doing	Business	Indicators,	2014	and	2015

Topics DB	2015	Rank DB	2014	Rank Change	in	Rank
Starting	a	Business 180 177 -3
Dealing	with	Construction	Permits 176 174 -2
Getting	Electricity 153 157 4
Registering	Property 94 95 1
Getting	Credit 104 147 43
Protecting	Minority	Investors 87 84 -3
Paying	Taxes 143 140 -3
Trading	Across	Borders 180 176 -4
Enforcing	Contracts 157 157 No change
Resolving	Insolvency 148 147 -1

Source: Doing Business 2015, International Finance Corporation, World Bank

A comparison of selected SADC countries 
reveals that most countries performed better 
than Zimbabwe (Table 6).Rwanda is included 
in the analysis although it is not a SADC 
country since it is generally regarded as one 
of the top doing business reformers in Sub-
Saharan Africa. Among the selected countries, 
Mauritius topped at number 28, followed by 
South Africa (43), Rwanda (46), Botswana 
(74), Namibia (88), Swaziland (110), Zambia 

(111), Mozambique (146) and Malawi (157) 
(Table 5). However, the rankings of the 
top four performers in the region slipped 
between the 2014 and 2013 reports, with 
Mauritius, South Africa and Botswana’s 
current ranking worse off than that reported 
in 2013. Zimbabwe only managed to perform 
better that the Democratic Republic of Congo 
(178) and Angola (181). 

2 The 2013 Doing business report covered 185 countries
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IMF	approved	a	
successor	SMP	covering	
the	period	October	2014	
to	December	2015	which	
focuses	on		strengthening	

the	country’s	external	
position,	as	a	prerequisite	

for	arrears	clearance,	
resumption	of	debt	

service,	and	restored	
access	to	external	

financing.

It is therefore important that countries 
including Zimbabwe adopt business friendly 
regulations to enhance the doing business 
environment. This will stimulate the 
development of the private sector, creation of 
new firms, help attract investment, facilitate 
a reduction in unemployment, aid innovative 
firms and support greater lending to the 
private sector.

6.2	 IMF	Approves	a	
Successor	Staff	Monitored	
Program(SMP)

On October 29, 2014, the IMF completed the 
third review under the SMP with Zimbabwe 
and approved a successor SMP covering the 
period October 2014 to December 2015. The 
SMP that expired in June 2014 provided 

an important anchor for Zimbabwe’s 
macroeconomic policies under difficult 
political and economic circumstances. 

The main objective of the new program is to 
strengthen the country’s external position, 
as a prerequisite for arrears clearance, 
resumption of debt service, and restored 
access to external financing. The successor 
SMP also intends to lay the foundation 
for some comprehensive reforms over the 
medium term to enhance business climate, 
boost productivity and competitiveness and 
build confidence. The ultimate objective is to 
sustain higher growth and poverty reduction. 
A successful implementation of the SMP 
would be an important stepping stone 
towards Zimbabwe’s normalizing relations 
with the international community. 




