Monthly
Economic
Bulletin

December
2013

Editor’s Note
Finally, the budget came on 19th December 2013 and
now the economy got a clear direction whither things
are to unfold in 2014.
The Minister of Finance clearly stated that his 2014
budget was “Policy Driven” referring largely to the fact
that its was the first financial plan that will kick off
Governments ZimAsset programme.
Everyone was looking out for this budget statement in
great anticipation. This will give the final but true
position as to where the economy is headed.
Anticipated growth, at 6.1% is likely to be watered
down by mid year 2014. This is especially likely given
that the Ministers own inflation outlook, with average
inflation dipping at 1,5% from 1,7% in 2013, points to a
further continued slowdown in inflation, on the back of
what most economists believe are indications of the
overall slowdown in the economy. This slow down
blamed largely on the country’s chronic liquidity crunch,
that has stalled the rejuvenation of the productive
sectors, remains a worrisome sign. However, some
economists, though with little consolation offered,
ascribe the slower inflation rate more as a reflection of
the “Rand factor” on the country’s huge import bill,
which comprises largely of imports from South Africa.
As far as the banking sector is concerned, the
pronounced 2014 budget is well in tune with the
realities of the economy. The minister dwelt in some
length on issues affecting the banking sector, which he
said was the lifeblood of the economy.

inclusion, and the promotion of long term savings in the
economy. These are all welcome developments.
The budget however failed to articulate clearly how
government will deal with the current external sector
imbalances caused by the country’s bourgeoning import
bill against the slow-down in export growth.Imports
continue to outpace exports by a factor of three to one
and in the absence of sustainable long term structural
changes to this equation, the country faces significant
leakages of both liquidity and revenues. The Minister
observed correctly that a significant grey economy is
funding the import gap together with legal flows from
remittances.
Whilst
the
country’s
water
andtransport
infrastructureneeds significant overhaul, little fiscal
space is available for such investments with only
US$492 million of the US$4,120 budget available for
capital expenditure. Industry will therefore continue to
suffer from the infrastructure gap, which the minister
admitted the country needed twenty years to catch up.
Businesses in the manufacturing sector will have to
continue to make investments in on site water and
power systems(boreholes and generators) and depend
largely on internal logistic infrastructure, making local
products highly uncompetitive when they get on the
shelf. This points to a challenging 2014 for industry as
local products will remain largely uncompetitive
especially when pitted against those produced outside.
This also means the country will hardly export
competitively from the manufacturing sector.
In conclusion, we maintain that Government should
seize the window of opportunity provided by current
low inflation environment to significantly re engineer
the economy.

In dealing with the issues surrounding the sensitivities
around the capitalization of banking institutions; the
increasing burden of non-performing loans; the absence
of inter-bank market trading; and the lack of confidence
in the financial sector; and overall market liquidity, the
Minister of Finance demonstrated that his intention was
to make the budget supportive of the banking sector.

Zimbabwe’s economy can only get on to a sustainable
recovery path on the back of export-led growthif
adequate amounts of foreign direct investment and
other international capital flows are quickly mobilised.

Very promising tax concessions were given to the
banking sector in order to promote investment in new
housing, support the SME sector through financial

Apart from promoting exports, the country needs to
dramatically increase the number of sustainable wage
paying jobs in the economy.
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World Economic Developments
Japan’s stimulus-induced recovery seems to
continue, albeit at slightly lower levels in the third
quarter of 2013 when compared to the first half of
the year. The governmental-led stimulus measures
continued successfully backed by both domestic
improvements and recovery in its export markets.
However the government continues to be ceased
with fiscal challenges moving forward. The recent
confirmation to move ahead with the planned sales
tax increase in April 2014 from 5% currently to 8%
confirms the necessity of fiscal consolidation. At
the same time, the government has announced
that it will counterbalance the negative effects of
the sales tax increase via additional fiscal stimulus,
but the government has made clear that Japan has
no choice but to accomplish economic recovery
and fiscal consolidation at the same time.

a reasonable assumption for at least the near term.
Also, the still high unemployment rate is a hurdle
that is providing a significant challenge to the
economy.

Faith in the euro-zone economy is at a two year
high
This slow growth has led to record-low key policy
rates by the European Central Bank, which has
been maintained in its latest rate-setting meeting
at the beginning of December.
Emerging and Developing Economies

Japans economy continues to benefit from the
recovery in its export markets
The Euro-zone’s economy continues to recover
though the rebound seems to be relatively modest.
After registering a second quarter growth of 0.3
percent, the economy managed to expand at only
0.1percent in the third quarter. Lead indicators
point to a continuation of a more fragile pattern.
Moreover, with the latest setbacks of the French
economy in particular, it becomes obvious that the
recovery is relatively uneven. Therefore, the
expectation of a low-growth economy seems to be
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There is more upside potential for China and India
than Brazil and Russia. The Economic outlook
provides favorable conditions for structural
reforms in China. The third plenary session of the
18th Communist Party of China (CPC) Central
Committee, which concluded on November 12,
outlined an ambitious reform plan for the next five
to ten years, laying out 60 reform tasks addressing
a variety of areas. In India, this year, sluggish
growth, high inflation and a sliding Indian rupee
resulting from worsening global financial
conditions have highlighted the weaknesses of that
economy.

India..the struggle continues
Elsewhere, the downside risks to the economies of
Brazil and Russia appear to be increasing. Both
economies showed disappointing GDP growth rates
in the 3Q of this year. Brazil’s GDP forecast,
however, is less skewed to the downside when
compared to Russia which is seen as being
impacted by retreating investments and stagnant
retail sales amid no apparent efforts towards
structural reforms needed to attract foreign
investment. An average growth of 2.5% in Brazil’s
GDP remains within reach, taking into account less
turbulent financial markets by tapering speculation
as well as government efforts to revive the
economy over the short term

International Commodity Prices
International commodity prices trend was not
encouraging for the year 2013. The prices for both
Gold and Platinum trended downwards throughout
the year. The price of Gold which started the year
at an average price of US$1669 per ounce closed
the month of November at US$ 1233 per ounce,
having cumulatively shed off US$436 per ounce
during the whole year depicting a sharp decline. On
the other hand, Platinum started the year at US$
1631 per ounce and closed the year at US$1360
signifying a cumulative decline of US$271 per
ounce. August was the only month during the
whole year when prices increased on average.
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The steep declines in the prices of the two
commodities was bad news for the country which
had been anchoring its revival on the mining sector
with Gold and Platinum being the key pillars of that
revival. The decline in the price of the two
commodities saw the profit margins of the two
commodities declining significantly forcing the
mining houses to cut down on their costs. Some of
the major mining houses ended up reducing their
workforce or alternatively cutting down on the
number of operating hours. Whilst Mimosa mining
has hinted that it will be retrenching the majority
of its workforce so that it significantly reduces the
number of operating costs. This is problematic for
the country which is currently suffering from high
unemployment rates in the country.

The annual rate of inflation for the month of
November 2013 as measured by the all items
Consumer Price Index (CPI) stood at 0.54 percent,
shedding 0.05 percentage points on the October
2013 rate of 0.59 percent. This means that prices
as measured by the all items CPI increased by an
average of 0.54 percentage points between
November 2012 and November 2013. The decline
in the annual rate of inflation was driven mostly by
decline in prices registered in the following
categories; food and non-alcoholic beverages;
electricity, gas and other fuels; furniture and
equipment and communication.

Gold and platinum prices have take a serious
knock in 2013
The declining prices of the gold and platinum came
at the time the diamond sector has hinted that the
alluvial diamonds are fast running out. This would
require that the mining companies operating in
Chiadzwa to start thinking around underground
mining which is believed to be a bit expensive and
might reduce the profit margins for these
corporations which already have started to
downsize their workforce.

Inflation Developments

The current liquidity challenges facing the economy
have also a bearing in the rate of inflation given
that effective demand for goods and services have
been curtailed as the consumers have no resources
to demand the goods. The low rates of inflation are
also an indication of the declining capacity
utilisation that is affecting the economy. The
unstable Rand exchange rate to the US dollar has
also benefited the local economy which is mostly
dependent on South African goods and services.

Monetary Developments
On a month-on-month basis, broad money supply
increased by US$41.02 million (1.1%) to US$3
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951.68 million in October 2013. The monthly
increase was driven by the increase of US$69.20
million in over 30-day deposits and US$21.20
million in demand deposits. Partially offsetting
these increases were declines of US$30.29 million
and US$19.08 million in savings and under 30-day
deposits, respectively.

According to the Reserve Bank, the fragile growth
in deposits continues to mirror the country’s
constrained balance of payments position. Since
the adoption of the multicurrency system, liquidity
levels have been largely influenced by the
performance of the external sector. This has been
further compounded by the lack of balance of
payment support to the country, depressed
Foreign Direct Investment (FDI) and Overseas
Development Assistance (ODI). With the lackluster
performance in these sources of funds for the
country in a multi-currency system, the challenges
of liquidity in the country will continue.
The architecture of the banking sector deposits
remains mostly unchanged with the deposits being
skewed towards short term with long term
deposits being only 16 percent of the total
deposits. This continues not to augur well with the
appetite for long term financing required in the
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country. The current architecture forces the banks
to only lend short term in line with the type of
resources available.

A sectoral analysis of Commercial Bank deposits as at the
the majority of the deposits were from Financial organisa
(22.3 percent), Individuals (13 percent), Distribution (10
(10 percent).

Sectoral Analysis of Commercial Bank Deposits as end October
Sector
Agriculture
Construction
Communication
Distribution
Financial and
Investments
Financial Organisations
Manufacturing
Mining
Services
Transport
Individuals
Conglomerates

Total Amount (US$ (000)
94,346.3
52,722.4
141,401.4
338,625.9
223,223.8
754,145.4
339,305.6
99,583.3
754,116.1
41,527.2
440,197.9
97,771.1
3,376,966.4

Domestic Credit Growth
On a monthly basis, domestic credit grew by 1.8%,
to US$4 079.2 million in October. The growth in
credit in October was greater than the growth in
deposits over the same period reflecting increased
lending by the banking sector. This credit was
channeled mostly to the private sector accounting
for 91.2% of total domestic credit while net credit
to Government accounted for only 7.35% of total
domestic credit. This is reflective of the fiscal
discipline within the government since the
adoption of the cash budgeting system which has
restricted it to use of less of money market
instruments to raise revenues for the fiscus.
Outstanding credit to the private sector amounted
to US$3 720.11 million, from US$3 717.87 million
recorded in September 2013.

Credit for Agriculture remains strong, particularly
with respect to tobacco financing
Loans and advances were in respect of the
agriculture (17.9%), distribution (17.0%) and
manufacturing (15.5%) activities. Households
accounted for 17.4% of total loans and advances to
the private sector. The loans and advances to the
private sector are mostly salary based loans and
have been found to be characterized with less
default. The distribution of loans extended by
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banks shows that lending has been skewed
towards high turnover sectors.

Sectoral Analysis of Commercial Bank Loans
and Advances
Sector
Agriculture
Construction
Communication
Distribution
Financial and
Investments
Financial
Organisations
Manufacturing
Mining
Services
Transport
Individuals
Congromerates

Total Amount (US$ (000)
491,610.6
38,871.5
39,766
471,966.2
8,023.3
40,835.3
420,445.3
110,778.3
417,411.6
36,334.1
376,463.1
9,861.9
2,462,367.2

In terms of commercial banks alone, their loan
book is dominated by the agriculture sector with an
exposure of 20 percent followed by distribution
(19.2 percent); Manufacturing (17.1 percent);
services (17 percent) and Individuals (15.3
percent). The least beneficiaries from the loans and
advances are financial and investment sector (0.3
percent), conglomerates (0.4 percent) and
transport (1.5 percent). This distribution shows
that the banks are putting an effort towards
distributing the loan book across the whole
spectrum of the economy despite the limited
resources available in the banking sector.
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US$ Billions

ZSE Market
Capitalisation

Overall market turnover however declined a
significant 21% from US$44.6 million to
US$35million for the month but perhaps
importantly, net foreign inflows increased from
US$2.5million in October to US$9.9million in
November, with foreign investors being net buyers
by that amount.
The financial results which came out during the
month continued to point to a struggling economy,
with firms beginning to exhibit the debilitating
effects of the ongoing economic slowdown.
Predictably, the retail stocks (Delta, Meikles, OK
Zim, Truworths and Edgars) reported changing
spending patterns with evidence of a bigger spend
in the low end, low margin product lines and
declining volumes in the high end, high margin
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The equities market chalked up modest gains in the
month of November with the total market
capitalization rising 1.79% to US$5.04 billion
representing a year-to-date gain 17.099%. Foreign
participation has remained relatively dominant,
with a cumulative US$419 million in market
turnover from January to November 2013
attributable to foreign investors. Foreign buying
pressure recorded only a marginal decline of 1%
from 55% to 54% in the value of buying trades
attributable to foreign investors.

lines. The clothing chains reported a decline in the
credit driven sales.

Jan-13

Stock Market Developments

Minings Index

However, more and more, companies are
becoming unwilling to extend credit to consumers
amidst growing signals of a buying public now
overburdened by debt.
On the other hand, Government is struggling for
cash, and the budget, which was finally presented
on 19 December 2013 after having been delayed by
a whole month and a bit, shows that this struggle is
far from over. The first government bonuses were
only paid out whilst other civil servants will only be
paid out after Christmas as government struggles
to raise money. Government has pointed to an
“inflation adjusted wage review, whilst promising
to take a staggered approach to bringing the civil
service wages towards the poverty datum line.
These are all clear signs that there will remain a
dearth of consumer spending power in the
economy for the foreseeable future. Fast foods
businesses also reported declining volumes whilst
they is evidence of enhanced promotional activity
by firms in a bid to entice the consumers to part
with their little available cash during the festive
spending binge.The overall ZSE sentiment should
remain at current subdued levels until the end of

the year. However, there should be renewed
speculative buying in the early year that should
push the Industrial index towards 220 ahead of the
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31st December 2013 reporting season which begins
mid February 2014.

Disclaimer Notice
While sources used in preparation of this economic report are believed to be reliable, the BAZ makes no
representation about the accuracy or completeness of the information contained herein. The opinions,
forecasts, assumptions and other information contained in this research report are as of the date indicated
and are subject to change at any time without prior notice.
This report is produced primarily for circulation amongst stakeholders in the banking sector and is provided for
informational purposes and should not be construed as a solicitation or offer of financial or economic advice
to influence any decision of the reader particularly with respect to trade in any asset, securities or related
financial instruments. Neither the BAZ, nor any of its partners, directors, employees, representatives or agents
shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages,
including loss of profits arising in any way from the information contained in this report.
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