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EXECUTIVE SUMMARY 
Economic Outlook — Malawi 
 

 
 

The Malawi Kwacha has been appreciating for the 
last two consecutive months. The appreciation is 
based on the reduced pressure on Kwacha due to a 
decline in demand for forex and forex inflows from the 
proceeds from tobacco sales. The Kwacha is most 
likely to depreciate in the medium term due to the 
significant current account deficits and weak foreign 
direct investment inflows. 
 
It is expected that the food inflation rate will continue 
to increase due to the lean season beginning 
September 2019. Largely as a result of inadequate 
maize reserves. The food inflation rate will most likely 
be significant enough to give rise to headline inflation.  
 
The Cyclone Idai is estimated to have resulted in 
production losses amounting to US$ 9.96 million to 
the economy in 2019, equivalent to 0.13% of GDP. 
With the pre-disaster forecast for real GDP in 2019 
estimated at 5%, the disaster has necessitated a 
downward revision of the previous forecast by 0.10% 
to 4.90%. This impact is driven by loss in the 
agriculture, construction, electricity and water, 
wholesale and retail trade, transport, and 
accommodation and food services sectors. It is 
however expected that the downward impact of the 
disaster on the forecasted GDP for 2019 to be more  

than 0.1%. 
 
The budget for fiscal year 2019/20 (July-June) was 
presented to the parliament for discussion on 9 
September 2019. The budget shows a total revenue 
projection of K1.58 trillion and a projected 
expenditure of K1.73 trillion. This results in an 
estimated deficit of K155.90 billion. The projected 
deficit represents a reduction of about 51.30% from 
the 2018/19 preliminary actual budget deficit outturn 
of K320.20 billion. Much as this is good news as it 
means there will be less borrowing on the part of the 
government it should be remembered that these are 
only projections. To achieve this figure however, the 
government must be cautious on its spending as this 
deficit is more likely to increase by the end of the 
fiscal year if no measures are put forth to avoid 
spending outside the budget. 
We expect that the Reserve Bank of Malawi will 
maintain the loose monetary policy stance it has 
started as a means to maintain price stability and 
encourage economic growth. The continued loose 
stance of the monetary policy will depend on the 
inflation remaining subdued mainly the non-food 
inflation as we do not expect any decline in the food 
inflation as there is already pressure on the food 
inflation due to rises in maize prices. 

 

Key Economic Risks – Malawi 

1. Insufficient power supply-will lead to lower productivity and dampen economic growth  

2. High government debt levels-create a future obligation for the government to repay the debt plus interest 

3. Persistently weak export base- affects the Kwacha’s stability against the major currencies as import values 

exceed export values. 

4. High population growth rates- may reduce the country’s ability to allocate resources to more productive 

activities.   

5. Prolonged political impasse arising from recently held elections- may lead to reduced business activity and 

erode investor confidence which may negatively impact economic growth. 
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Economic Highlights For August 2019 — Malawi 
 

The headline inflation for July 2019 increased to 
9.30% from 9.00% recorded in June 2019. This was 
due to an increase in both food and non-food inflation 
which rose to 14.20% from 13.70% and 5.50% from 
5.40% recorded in June 2019 respectively (Source: 
NSO). 

The all-type Treasury bill yield for August 2019 
increased to 10.16% from 9.69% the previous month 
(August 2018:14.40%) (Source: RBM).  

Liquidity levels in August 2019 increased to a daily 
average of K13.17 billion from K2.41 billion per day 
in July 2019. Access on the Lombard Facility 
(discount window borrowing) averaged K5.41 billion 
per day at an average rate of 13.90% a decrease 
from K15.24 billion per day at an average rate of 
13.90% in July 2019. 

During the month of August 2019, the Malawi 
Kwacha appreciated against all the major currencies. 
As at 30 August 2019, the United States Dollar was 
trading at MK739.41/US$ from MK748.05/US$ as at 
31 July 2019 (August 2018: MK731.83/US$ (Source: 
RBM) 

As at 30 June 2019, total reserves stood at US$1.11 
billion (5.28 months of import cover) an increase from 
US$1.04 billion (4.97 months of import cover) 
registered at the end of May 2019 (Source: RBM). 
 

 The stock market was bearish in August 2019, with 
the Malawi All Share Index (MASI) decreasing by 
0.73% to close at 29,197.17 points from 29,413.02 
points the previous month (August 2018: 2.22% 
increase). The market registered 0.74% year to date 
return compared to a return of 47.96% recorded 
during the same period in 2018 (Source: MSE). 

Lower volume of tobacco and low average price have 
dominated the 2019 tobacco season resulting in 
reduced earnings in the year compared to 2018. After 
20 weeks, a total of 152.97 million kilograms of all 
tobacco types have been sold at an average price of 
US$1.46/Kg realising US$222.80 million in 2019 
while 184.41 million kilograms were sold at an 
average price of US$1.71 earning US$314.80 million 
during the same period in 2018. This translates into a 
29.22% decrease in revenue for 2019 compared to 

the revenue realized in 2018 during the same period.  
(Source: AHL). 

The 2018/2019 financial year ended with a 
preliminary deficit of MK320.20 billion. During the 
fiscal year, revenues and grants amounted to MK1.12 
trillion representing 19.90% of the country’s GDP. 
Domestic revenues grossed to MK1.01 trillion against 
a target of MK1.05 trillion. Grants declined to 
MK115.10 billion from the budgeted amount of 
K197.10 billion. Total expenditure amounted to K1.44 
trillion, representing 25.60% of GDP. Recurrent 
expenses amounted to MK1.16 trillion, constituting 
80.50% of total expenditure and 20.60% of GDP. 

The Minister of Finance, Economic Planning and 
Development, on 9 September 2019 presented the 
2019/2020 financial budget to parliament. He outlined 
major assumptions anchoring the budget  including 
an estimated economic growth of 5% in 2019 and 7% 
in 2020, an average inflation rate of 8% during the 
fiscal year, a stable exchange rate of about K750/US 
dollar, a policy rate of 13.50%, an upward review of 
user fees and charges, coupon value of K15,000 for 
FISP and 900,000 beneficiaries and wages and 
salaries increase of between 10% to 15% depending 
on grade, with an average of 12%. 

Total revenue and grants are projected at K1.58 
trillion, representing 25.10% of GDP. Total 
expenditure is projected to amount K1.73 trillion 
which is 27.60% of GDP. The expected overall deficit 
for the 2019/20 fiscal year is estimated at K155.90 
billion, which is 2.50% of GDP, which also represents 
a reduction of about 51.30% from the 2018/19 
preliminary actual budget deficit outturn of K320.20 
billion (Source: Ministry of Finance). 
 
. 
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1. ECONOMIC OVERVIEW 
 

Inflation (Source: NSO) 
The headline inflation for July 2019 increased to 
9.30% from 9.00% recorded in June 2019. This was 
due to an increase in both food and non-food inflation 
as can be seen in the table below; 
 

 
Government Securities (Source: RBM) 

During the month of August 2019, the all-type 
Treasury bill yield increased to 10.16% from 9.69% 
the previous month (August 2018:14.43%). 

 

Total Treasury bill applications for August 2019 stood 
at K45.13 billion and K10.94 billion was allotted 
representing a 75.76% rejection rate. The 364 days 
paper accounted for the highest subscription rate at 
56.29%, followed by the 182 days paper at 29.56% 
and the 91 days paper at 14.15%. On average, the 
yield for the 91 days, 182 days and 364 days papers 
increased in August 2019 as compared to July 2019. 

During the month of August 2019, there were 3-year 
and 7-year treasury note auctions where K28.03 
billion and K8.93 billion were raised respectively at an 
average yield of 15.44%. 

Foreign Currency Market (Source: RBM) 
 
In the month of August 2019, the Malawi Kwacha 
appreciated against all major foreign exchange 
currencies, as shown in the table below: 
 

 

The official forex reserves in June 2019 increased to 
US$765.82 million (3.66 months’ worth of import 
cover) from US$696.30 million (3.33 months’ worth of 
import cover) as at May 2019. The private sector 
reserves slightly decreased to US$340.20 million 
(1.62 months of import cover) as at end of June 2019 
from US$343.28 million (1.64 months of import cover) 
recorded in May 2019. 

As at 30 June 2019, total forex reserves stood at 
US$1.11 billion (5.28 months of import cover) an 
increase from US$1.04 billion (4.97 months of import 
cover) registered at the end of May 2019.  

 

Interbank Markets and Interest Rates 
(Source: RBM) 
Liquidity levels in August 2019 increased to a daily 
average of K13.17 billion from K2.14 billion per day 
in July 2019. Access on the Lombard Facility 
(discount window borrowing) averaged K5.41 billion 
per day at an average rate of 13.90% a decrease 
from K15.24 billion per day at an average rate of 
13.90% in July 2019. 

Overnight borrowing between banks decreased to an 
average of K8.50 billion per day in August 2019 at an 
average rate of 13.41% from K13.38 billion per day in 
July 2019 at an average rate of 13.50%. 

Monetary Policy Update (Source: RBM)  
 
The Monetary Policy Committee (MPC), at its third 
meeting for 2019 held on 25 and 26 July 2019, 
decided to maintain the Policy Rate at 13.50% and 
the Lombard Rate at 0.4% above the Policy Rate. 
The Committee also maintained the Liquidity 
Reserve Requirement (LRR) on local currency 
deposits at 5% and the LRR on foreign currency 
deposits at 3.75%. In arriving at this decision, the 
Committee observed that inflation is projected to 
remain broadly stable within the medium-term target 

Change Change

Jul-19 Jun-19 Jun-18 1 Month 12 Months

Headline 

inflation 9.30% 9.00% 9.00% 0.30% 0.30%

Food 14.20% 13.70% 9.50% 0.50% 4.70%

Non-food 5.50% 5.40% 8.70% 0.10% -3.20%

Change Change

Aug-19 Jul-19 Aug-18 1 Month 12 Months

91 days 9.40% 9.10% 13.80% 0.30% -4.40%

182 days 10.41% 9.67% 14.50% 0.74% -4.09%

364days 10.67% 10.58% 15.00% 0.09% -4.33%

All Type 10.16% 9.69% 14.43% 0.47% -4.28%

Tenor

CURRENCY Aug-19 Jul-19 Aug-18

% Movement      

1 Month

% Movement        

12 Months

MK/US Dollar                739.41           748.05             731.90 1.16% -1.03%

MK/GBP                894.98           907.76             959.22 1.41% 6.70%

MK/ZAR                  48.03             52.82               55.47 9.06% 13.40%

MK/EUR                814.65           830.56             851.94 1.92% 4.38%

Jun-19 May-19 Jun-18

 (US$ million)  (US$ million)  (US$ million)

Gross Official 765.82             696.30           728.10             9.98% 5.18%

Private Sector 340.20             343.28           386.18             -0.90% -11.91%

    Total 1,106.02           1,039.58        1,114.28          6.39% -0.74%

Import Cover 

(Months)

Import Cover 

(Months)

Import Cover 

(Months)

Import Cover 

(Months)

Import Cover 

(Months)

Gross Official 3.66 3.33 3.48                 9.91% 5.17%

Private Sector 1.62 1.64 1.85                 -1.22% -12.43%

    Total 5.28 4.97 5.33                 6.24% -0.94%

 

% 1 month 

change

% 12 months 

change
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range, as emerging risks are deemed temporary. By 
maintaining the Policy rate at 13.50%, monetary 
policy is also intended to support diversification and 
higher economic growth. 
 

Stock Market (Source: MSE) 
 
The stock market was bearish in August 2019, with 
the Malawi All Share Index (MASI) decreasing by 
0.73% to close at 29,197.17 points from 29,413.02 
points the previous month (August 2018: 2.22% 
increase). 
 

 The market registered three gainers during the month 
of August 2019, NBS (24.31% increase) and NBM 
(0.001% increase) and Standard Bank (0.002%). 
There were two losers registered on the market, TNM 
(1.77% decrease) and FMBCH (5.88% decrease). 

During the month of August 2019, the Domestic 
Share Index (DSI) increased by 0.15% to 22,420.52 
points from 22,387.89 points (August 2018: 6.03% 
increase). The Foreign Share Index (FSI) decreased 
during the month of August by 5.48% to 4,272.58 
points from 4,520.31 points registered in July 2019. 
(August 2018: 8,237.82 points). 
 
The volume of shares traded in August 2019 
increased to 27.64 million from 27.02 million traded 

in July 2019. The traded value on the shares for 
August 2019 decreased to MK798.66 million from 
MK2.20 billion in July 2019. 
 

The year on year return for the MASI and FSI 
decreased while DSI increased. The MASI 
decreased by 8.63%, the DSI increased by 6.03% 
and the FSI decreased by 48.13%. The market 
registered 0.74% year to date return compared to a 
return of 47.96% recorded during the same period in 
2018. The dividend yield for August 2019 stood at 
2.03% (August 2018: 1.70%). 

 
Below is a presentation of the published 2018 and 2017 financials for the respective companies. 

 

MK/Share MK/Share MK/Share % %

BHL 12.95 12.95 8.05           0.00% 60.87%

ILLOVO 210.00 210.00 240.00       0.00% -12.50%

ICON 10.00 10.00 N/A 0.00% N/A

MPICO 19.50 19.50 19.45         0.00% 0.26%

NBM 370.05        370.01          310.02       0.01% 19.36%

NBS 11.20          9.01              8.66           24.31% 29.33%

NICO 48.50          48.50            54.00         0.00% -10.19%

NITL 75.01          75.01            75.00         0.00% 0.01%

PCL 1,400.00     1,400.00        772.00       0.00% 81.35%

STANDARD 630.01        630.00          670.00       0.00% -5.97%

SUNBIRD 138.00        138.00          145.00       0.00% -4.83%

TNM 26.01          26.48            27.98         -1.77% -7.04%

FMBCH 80.00          85.00            159.99 -5.88% -50.00%

OMU 2,500.00     2,500.00        2,513.25     0.00% -0.53%

MASI 29,197.17   29,413.02      31,956.43 -0.73% -8.63%

DSI 22,420.52   22,387.89      21,145.76 0.15% 6.03%

FSI 4,272.58     4,520.31        8,237.32 -5.48% -48.13%

Change   
(12 months)Counter Aug-19 Jul-19 Aug-18

Change    
(1 month)

Period Feb-19 Feb-18 % Change Feb-19 Feb-18 % Change
ILLOVO 8.12       6.96       16.76% 0.00 0.00 0.00%
Period Mar-19 Mar-18 % Change Mar-19 Mar-18 % Change
BHL 0.20       0.17       18.18% 0.10 0.50 -80.00%
Period Jun-19 Jun-18 % Change Jun-19 Jun-18 % Change
MPICO 3.58       3.80       -5.74% 0.1 0.09 11.11%
NBM 9.13       8.54       6.86% 5.35 5.35 0.00%
NBS BANK 1.41       0.48       193.93% 0.00 0.00 0.00%
STANDARD 8.09       5.53       46.31% 8.95 7.24 23.62%
PCL 11.16 23.08 -51.64% 6.00 6.00 0.00%
TNM 6.71 6.94 -3.31% 0.25 0.25 0.00%

FMBCH 5.08 20.12 -74.75% 0.00 0.00 0.00%

 Published Half Year Financials for 2019 and 2018 (6 months)

Net Profit/(Loss) (MK'Billion) Total Dividend (Per Share) (Kwacha)

Net Profit/(Loss) (US$' million) Total Dividend (Per Share) (US$)
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Trend Graphs 
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2. OTHER MARKET DEVELOPMENTS 
 

Tobacco Market update (Source: TCC) 
The cumulative average price of all the tobacco types 
went down by 14.62% in the current season compared 
to the prices that prevailed over the same period in 
2018. After 20 weeks since the opening of the tobacco 
season, the average price trailed at US$1.46/kg in 
2019 compared to US$1.71/kg recorded over the same 
period in 2018. A total volume of 152.97 million 
kilograms of all tobacco types valued at US$222.80 
million have been sold by the end of 20 weeks in 2019 
compared to 184.41 million kilograms sold at a total 
consideration of US$314.80 million during the same 
period in 2018 (Source: AHL). 

 

 
 
 

Tea Market Update (Source: RBM) 
 

The volume of tea sales at the Limbe auction market 
amounted to 0.50 million kilograms as compared to 
1.00 million kilograms and 0.50 million kilograms in the 
preceding month and the corresponding month in 
2018, respectively. Tea prices averaged US$1.35 per 
kilogram in July 2019 from US$1.62 per kilogram in 
June 2019 and US$1.87 per kilogram in July 2018. 
 
Government pushes ahead with irrigation 
projects (Source: EIU) 

In late August 2019 the minister of agriculture, 
inaugurated the Tchanga irrigation scheme aimed at 
promoting irrigation and water provisioning facilities in 
tradition authority Kachindamoto, Ntcheu district in 
central Malawi. The scheme is funded by the EU. 

Agriculture is a key sector in Malawi, contributing 
about 28% to GDP and employing 64% of the 
workforce. However, the country is alarmingly 
vulnerable to weather shocks, owing to inefficient 
agricultural methods, economic instability and 
drought and cyclonic conditions. As a result, the 
government has prioritized irrigation projects in 
order to improve and sustain agricultural 
productivity. The government provides 
considerable support to the sector through 
subsidies and other schemes, including a rural 
irrigation development programme and the Shire 
Valley Transformation Programme. Currently, the 
EU is supporting other irrigation projects, which 
include the construction of Bwanje dam in the 
Dedza district.  

Earlier in August 2019 the minister announced 
that maize production in the 2018/19 harvest 
season was estimated to have increased to 3.30 
million metric tonnes from 2.60 million metric 
tonnes in 2017/18 harvest season, representing 
an increase of 24.7%. Although overall production 
is expected to increase in the current year, there 
remain several downside risks. Low income from 
tobacco sales, owing to lower international prices 
(following anti-tobacco lobbying efforts) will 
reduce farmer income and contribute to food 
insecurity. Furthermore, food shortages in some 
regions, owing to Cyclone Idai, will affect food 
prices and push up inflation. 

These irrigation projects are expected to provide 
a boost to the local economy by supporting the 
construction sector and small businesses in the 
region. Furthermore, increased agricultural 
productivity will help to address Malawi's 
concerns about food insecurity and malnutrition. 
Increased access to water resources, coupled 
with irrigation facilities that can handle the effects 
of climate change will ensure that agricultural 
output is not severely affected in times of drought.  
However, any gains from the recent schemes will 
be felt only over the longer term, as the projects 
will take time to implement and improve efficiency 
(Source: EIU). 

http://country.eiu.com/article.aspx?articleid=1358133519&Country=Malawi&topic=Economy&subtopic=Forecast&subsubtopic=Economic+growth
http://country.eiu.com/article.aspx?articleid=1358133519&Country=Malawi&topic=Economy&subtopic=Forecast&subsubtopic=Economic+growth
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EGENCO Explores Alternative Power 
Sources (Source: Mining & Trade Review)  

The Electricity Generation Company (EGENCO) is 
exploring alternative power sources to supplement 
power that it currently generates from hydro-plants. 
EGENCO wants to have diverse sources of power in 
order to do away with load shedding due to unsteady 
supply of power as the hydro sources are prone to 
climate change related problems including diminishing 
water levels in the Shire River. 

As it stands now, 90% of the electricity being generated 
is hydro-electric power. The challenge with the hydro-
electric power is that each time the water level falls, 
electricity generation is affected, and in-turn power 
supply is affected, hence the need to find alternative 
sources that are sufficient and reliable. 
 
EGENCO has set an ambitious target of increasing its 
installed electricity generation capacity from 367.37 
MW to 1,687.5 MW by 2033 and overcome the 
country’s electricity woes in 14 years. The strategic 
plan is for 2018 to 2033. 
 
Though only less than 12% of the Malawi population is 
connected to the electricity grid, blackouts are the 
order of the day as ESCOM conducts a load shedding 
programme to ration power supply especially in dry 
season when water levels are low in Lake Malawi and 
the Shire River. Various studies have identified lack of 
reliable power as the main factor hindering investment 
in major economic sectors. 
 
Public Debt (Source: Ministry of Finance) 

  
Government is facing challenges in the areas of fiscal 
deficits and public debt. In the previous fiscal years, 
Government operations have recorded fiscal deficits 
which have contributed to rising public debt. As at end 
December 2018, government debt stood at 62% of 
GDP. The government is hopeful that with the policies 
put in place, debt will soon be declining in the medium 
to long term. The Medium-Term Debt Strategy outlines 
measures that will translate into a reduction in 
domestic debt to 20% of GDP by 2023. Government 
will endeavor to borrow in a prudent manner to ensure 
debt sustainability for the current and future 
generations.  

 

Government recognizes that a reduction in 
domestic debt requires an increase in revenue and 
reduction in expenditure to create fiscal space for 
retiring debt. Given the macro stability and low 
interest rates, Government plans to reduce 
domestic borrowing from K264.6 billion in 2018/19 
fiscal year to K45.9 billion in 2019/20 fiscal year. In 
addition, external borrowing will be contracted with 
careful consideration to ensure realization of value 
for money. The government also reviewing the 
terms and conditions of borrowing of all external 
creditors to ensure that Government borrowing is 
on concessional terms and for projects with high 
economic returns. 
 
2019/2020 Budget (Ministry of Finance) 
 
The Minister of Finance, Economic Planning and 
Development, on 9 September 2019 presented the 
2019/2020 financial budget to parliament. Total 
revenue and grants are projected at K1.58 trillion, 
representing 25.10% of GDP, and an increase of 
26.10% from the 2018/19 approved amount of 
K1.25 trillion. Domestic revenues are projected at 
K1.43 trillion, which is 22.70% of GDP, comprising 
K1.37 trillion as tax revenue and K55.80 billion as 
other revenues or non-tax. Grants are projected at 
K150.10 billion, representing 2.40% of GDP, 
comprising of K107.40 billion from International 
Organizations and K42.70 billion from Foreign 
Governments. Total expenditure is projected to 
amount to K1.73 trillion which is 27.60% of GDP 
and representing an increase of 20.10% from the 
2018/19 preliminary outcome of K1.44 trillion. Out 
of the total planned expenditure, K1.29 trillion, 
which is 20.60% of GDP, is under recurrent 
expenditure while K437.90 billion, representing 7% 
of GDP, is provided for the development budget. 

 
The expected overall deficit for the budget is 
estimated at K155.9 billion a 2.50% of GDP, which 
also represents a reduction of about 51.30% from 
the 2018/19 preliminary actual budget deficit 
outturn of K320.20 billion. The 2019/20 projected 
deficit will be financed by net foreign borrowing 
amounting to K109.70 billion and a domestic 
borrowing of K46.10 billion (Source: Ministry of 
Finance). 
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3. REGIONAL MARKET DEVELOPMENTS 

Sub-Saharan Africa (SSA) 
 
In Sub-Saharan Africa, real economic growth is 
estimated at 3.40% in 2019 and 3.60% in 2020, 0.1 
% lower for both years than in the last World 
Economic Outlook released on 12 April 2019, as 
strong growth in many non-resource-intensive 
countries partially offsets the dull performance of the 
region’s largest economies. Higher, albeit volatile, oil 
prices have supported the outlook for Angola, 
Nigeria, and other oil-exporting countries in the 
region. But growth in South Africa is expected to be 
more subdued in 2019 than projected in the April 
2019 outlook following a very weak first quarter, 
reflecting a larger-than-anticipated impact of strike 
activity and energy supply issues in mining and weak 
agricultural production (Source: IMF). 
 

Zambia 

Zambia has introduced a cap on the price of maize to 
keep the staple food affordable, sparking protest from 
commercial farmers who accused the government of 
bringing back price controls. On 25 August 2019 the 
Minister of Agriculture said that millers, stock feed 
manufacturers, chain stores and grain traders agreed 
in a meeting with the government to peg the price of 
maize at a maximum of ZMK2,600 ($198.93) per 
tonne. The price of maize meal, Zambia’s staple food, 
has in some cases doubled to ZMK150 Kwacha per 
25 kg bag from ZMK75 early this year. Zambia’s 2019 
maize production is expected to fall 16% to about 2 
million tonnes from 2.39 million tonnes last year 
largely due to prolonged dry weather.  

The Minister of Agriculture said that the private sector 
panicked and rushed into the market thinking that 
there was not enough maize, and this pushed up 
prices. Maize prices were rising every week because 
of this panic and the implication was that the maize 
meal price was getting higher. The government 
insists that it has sufficient maize stocks and 
indications were that less than 1 million tonnes of 
maize had been bought from the 2 million tonnes the 
country produced. However, this news did not go well 
with the Zambia National Farmers Union (ZNFU), 
which represents commercial farmers. The union has 

since condemned the cap, saying prices should be 
left to market forces. ZNFU said its members were 
not invited to the gathering where the price was 
agreed and had called for an urgent meeting to 
discuss the decision (Source: Reuters). 

The year on year inflation rate for August 2019 
increased to 9.30% from 8.80% recorded in July 
2019. The increase in the annual rate of inflation was 
mainly attributed to the increase in the food annual 
rate of inflation. The year on year (Annual) food 
inflation rate for August 2019 was recorded at 
10.30% compared to 9.30% recorded in July 2019, 
indicating an increase of 1.0 percentage point. The 
year on year non-food inflation rate for August 2019 
was recorded at 8.30% same as in July 2019. 
 
Zambia's trade deficit increased by 27% from 
ZMK619.0 million in June 2019 to ZMK786.2 million 
in July 2019. This trade deficit means that the country 
imported more than it exported in nominal terms. 
Although a decline was observed in both imports and 
exports, the decline in exports outweighed that of 
imports. Exports decreased by 15% from ZMK7.99 
billion in June 2019 to ZMK6.80 billion in July 2019. 
This decrease was mainly attributed to the 
intermediate goods and consumer goods categories 
which decreased by 15.90% and 19.80% 
respectively. Imports decreased by 12% from 
ZMK8.61 billion in June 2019 to ZMK7.58 billion in 
July 2019. This outturn was mainly attributed to the 
decline in imports of intermediate goods and raw 
materials by 29.10% and 42.70% respectively. 
Therefore, the net effect of these dynamics in trade 
was the increase in the trade deficit (Source: 
Zamstat). 

Zimbabwe 
 
Zimbabwe plans to start talks in early 2020 on 
clearing arrears on its international debt, as it seeks 
to rebuild confidence in an economy ravaged by high 
inflation and shortages of hard currency and basic 
goods. Arrears on World Bank and African 
Development Bank loans total almost US$2 billion 
and paying that is crucial to securing new funds to 
help lift the country out of crisis.  
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Zimbabwe is stuck in triple-digit inflation, rolling 
power cuts and shortages of United States Dollars, 
basic goods, medicines and fuel. That toxic economic 
cocktail has fueled civil unrest. The government 
agreed a staff-monitored International Monetary 
Fund (IMF) programme in April 2019 that aims to 
restore stability by implementing reforms and 
correcting economic imbalances. After the IMF’s final 
review early 2020, the government is planning to go 
into negotiations on how to clear the international 
debt arrears. The government needs some kind of 
bridging loan or facility because it doesn’t have 
enough resources to be able to clear all the arrears. 
Funds amounting to US$1 billion are needed in terms 
of the shortfall for the arrears in question.  

Zimbabwe’s annual inflation hit 175% in June 2019, 
the highest since runaway money-printing and 
associated price rises forced the country to adopt the 
U.S. Dollar in 2009. The government projects the 
economic growth to contract by around 3% in 2019, 
hurt by a drought and power outages, but is expected 
to rebound to growth of 3% in 2020. In its April World 
Economic Outlook, the IMF forecast a 2019 
contraction of 5.20% which is 2.20% higher than 
government’s projections. The southern African 
nation also hopes to narrow its budget deficit from 
around 4% of gross domestic product in 2019 to 3% 
(Source: Reuters). 

Tanzania    

External debt stock, comprising public and private 
sector debt, amounted to US$22.24 billion at the end 
of July 2019, having increased by US$316.8 million 
and US$2.35 billion from the previous month and the 
corresponding month of 2018, respectively. The 
increase during the month is on account of new 
disbursements. The profile of external debt in terms 
of borrower category was similar to the preceding 
month, dominated by central government debt at 
75.90% of external debt stock.  

The Central Government debt increased by 
US$246.8 million in the month July 2019 and by 
US$1.66 billion during year ending July 2019. The 
stock of domestic debt was US$5.96 billion at the end 
of July 2019, a decrease of US$537 million and 
US$119 million from the stocks at the end of the 

month of June 2019 and the corresponding month in 
2018, respectively. The decrease during the month 
was on account of debt repayment (Source: Bank of 
Tanzania) 

Annual headline inflation rate for the month of August 
2019 decreased to 3.60% from 3.70% recorded in 
July 2019. Annual inflation rate for food for the month 
of August 2019 increased to 5.00% from 4.90% 
recorded in July 2019. This increase in food inflation 
was offset by a decrease in annual inflation rate for 
non-food products from 4.20% recorded in July 2019 
to 3.50% in August 2019 (Source: Tanzania National 
Bureau of Statistics 

Uganda 
 
The annual headline inflation for the year ending 
August 2019 is recorded at 2.10% compared to the 
2.60% recorded during the year ended July 2019. 
The decline in annual headline inflation is largely 
attributed to the Annual Core Inflation, which dropped 
to 2.70% for the year ending August 2019 compared 
to the 3.50% registered for the year ended July 2019. 
The driver for the decrease in annual core inflation 
was annual other goods inflation that declined to 
3.50% for the year ending August 2019 compared to 
the 4.50% recorded for the year ended July 2019 
(Source: Uganda Bureau of Statistics).  

Uganda’s Central Bank kept its main interest rate at 
10.00% and said an economic expansion had slowed 
in the first two quarters of 2019 but higher credit 
growth and public infrastructure spending supported 
the outlook. It is the fifth time in a row that the Bank 
has left its key lending rate unchanged. Bank of 
Uganda Governor said economic growth for 2019 
through June 2020 was projected at 6% to 6.30%, 
supported by strong domestic demand and an 
improved agriculture performance.  

He however said there were downside risks like 
weather-related constraints to agricultural production 
and delays in implementation of public investment 
programmes which could dampen economic activity. 
Major infrastructure investments in the East African 
country include a crude oil pipeline and domestic 
refinery, hydropower dams, expressways and 
construction and expansion of airports. Annual core 
inflation was projected to edge up and peak at about 
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6.5% in the fourth quarter of 2020, driven by stronger 
domestic demand. The Bank of Uganda’s monetary 
policy targets a medium-term core inflation rate of 
5%. Risks to a favourable growth outlook, could come 
from low demand for Uganda’s exports “due to a 
depressed global economy” that could weigh on 
investment flows and services such as tourism 
(Source: Reuters) 

Mozambique 
 
The Mozambican government formally launched an 
exchange offer for its defaulted 2023 Eurobond on 27 
August 2019, seeking the consent of bondholders for 
a restructuring that would ease pressure on its 
strained public finance. In May 2019 the government 
had agreed a restructuring deal “in principle” with the 
majority of the holders of the Dollar-denominated 
bond, one of the instruments at the centre of a hidden 
debt scandal that triggered a currency collapse. In the 
exchange offer, Mozambique said settlement of the 
restructuring of the bond was expected to occur on 
30 September 2019, if the offer was approved by at 
least 75% of bondholders (Source: Reuters). 
 
South Africa 

In the second quarter of 2019, the deficit on the 
current account of the balance of payments widened 
by R60.50 billion to ZAR204.10 billion from 
ZAR143.50 billion in the first quarter. As a ratio of 
gross domestic product (GDP), the current account 
deficit deteriorated to 4.0% in the second quarter of 
2019 from 2.90% in the first quarter. South Africa’s 
trade balance switched from a surplus of ZAR41.9 
billion in the first quarter of 2019 to a deficit of 
ZAR27.2 billion in the second quarter. The 
deterioration in the trade balance came about as the 
value of merchandise imports increased more than 
that of exports. The higher value of merchandise 

imports reflected increases in volumes and prices, 
while the increase in the value of exported goods was 
driven by higher prices.  

The shortfall on the services, income and current 
transfer account narrowed somewhat to R176.9 
billion in the second quarter of 2019 from ZAR185.5 
billion in the first quarter. This was due to smaller 
deficits on the income and current transfer accounts, 
partially countered by a slightly larger deficit on the 
services account. The deficit for the second quarter 
of 2019 improved to 3.50% of GDP from 3.80% in the 
first quarter. South Africa’s terms of trade (including 
gold) deteriorated in the second quarter of 2019 as 
the Rand price of imports increased more than that of 
exports (Source: Reserve Bank of South Africa). 

Other Countries 
 
Kenya has exported its first batch of oil as President 
Uhuru Kenyatta flagged off the crude shipment from 
the port of Mombasa on 26 August 2019 morning. It 
is being described as a historic day and an important 
step on the way to the full exploration and 
development of oil in the East African nation. This is 
an experimental phase to test the country’s crude oil 
before full production and the country is expected to 
earn US$84 million over the next two years. 

UK-based Chinese company ChemChina UK Ltd 
won the bid to buy the first batch of 240,000 barrels 
under the Early Oil Pilot Scheme (EOPS). Oil bids 
were received from firms in Asia and Europe, but the 
joint oil production consortium, led by explorer Tullow 
Oil, awarded the contract to ChemChina. Kenya 
currently does not have an oil pipeline in place. A plan 
to build a joint pipeline with Uganda failed after 
Kampala opted to partner with Tanzania. Tullow 
estimates that Kenya’s fields in Turkana hold up to 
560 million barrels of oil and expects to produce up to 
100,000 barrels per day from 2022 (Source: BBC).

 

* Refer to Appendix 2 for more details on historical 

inflation and currencies for selected countries. 
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4.  GLOBAL DEVELOPMENTS 
 

Economic growth 
 
According to the July 2019 World Economic Report 
update, global real economic growth is projected at 
3.20% for 2019, improving to 3.50% in 2020 (0.1 
percentage point lower for both years than in the April 
2019 World Economic Outlook forecast). 

The projected pickup in global growth in 2020 relies 
on several factors including: financial market 
sentiment staying generally supportive; continued 
fading of temporary drags, notably in the Euro area; 
stabilization in some stressed emerging market 
economies, such as Argentina and Turkey; and 
avoiding even sharper collapses in others, such as 
Iran and Venezuela. 

About 70% of the increase in the global growth 
forecast for 2020 relative to 2019 is accounted for by 
projected stabilization or recovery in stressed 
economies. In turn, these factors rely on a conducive 
global policy backdrop that ensures the dovish tilt of 
central banks and the buildup of policy stimulus in 
China are not blunted by escalating trade tensions or 
a disorderly Brexit. 

Business confidence and financial market sentiment 
have been repeatedly buffeted since early 2018 by a 
still-unfolding sequence of the United States tariff 
actions, retaliation by trading partners, and prolonged 
uncertainty surrounding the United Kingdom’s 
withdrawal from the European Union. In May 2019, 
the breadth of the tensions widened to include the 
prospect of the United States actions relating to the 
Chinese technology companies and the United 
States threat to levy tariffs on Mexico in the absence 
of measures to curb cross-border migration.  
 
While the tensions abated in June 2019, durable 
agreements to resolve differences remain subject to 
possibly protracted and difficult negotiations. The 
principal risk factor to the global economy is that 
adverse developments—including further United 
States-China tariffs or a no-deal Brexit—sap 
confidence, weaken investment, dislocate global 
supply chains, and severely slow global growth below 
the baseline (Source: IMF) 
 
 

  
Global Oil Prices 
 
The OPEC Reference Basket (ORB) decreased in 
August 2019 to average US$58.93/barrel from 
US$64.71/barrel in July 2019 (August 
2018:US$72.53). The decrease in the price was 
attributed to an unexpected build up in United States 
crude stockpiles after nearly two months of decline. 
Industry experts also see a rise in United States 
production for the rest of 2019 and 2020 as 
infrastructure bottlenecks are resolved and new 
pipelines from the Permian basin in West Texas and 
New Mexico come online. A survey predicted that the 
United States crude oil would average US$59.29 per 
barrel in 2019, compared to the August’s average of 
US$58.93. 
 
The commitment of OPEC and other non-OPEC oil 
producing countries to reduce volume of oil 
production is helping to keep the prices further from 
going down. A vow by Saudi Arabia, one of the world 
largest oil producers, to keep its crude oil exports 
below 7 million barrels per day in August and 
September 2019 despite strong demand from 
customers, is helping drain global oil inventories and 
bring the market back to balance. (Source Reuters). 
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Currency movements 

The U.S Dollar slightly appreciated against all the 
major currencies. The U.S Dollar index, which 
measures the U.S. currency against a basket of six 
currencies, rose by 0.19% to 98.186. The Japanese 
Yen stood at 105.83 per Dollar, 0.10% weaker. 
Against the U.S Dollar, the Chinese Yuan was 0.28% 
weaker at 7.16, set for a 3.69% fall in August 2019, 
its biggest monthly drop since 1994. The Pound 
Sterling slumped as much as 1% against the Euro 
and the Dollar on account of the British Prime 
Minister’s move to limit parliament’s opportunity to 
derail his Brexit plans. The Pound Sterling was down 
by 0.68% at US$1.22 and 0.62% lower versus the 
Euro at 90.77 Pence. The Euro fell by 0.11% to $1.10 
its weakest since May 2017 (Source: Reuters).  

Global trade 

Spending patterns are reflected in global trade, which 
tends to be intensive in investment goods and 
consumer durables. Trade volume growth declined to 
around 0.5% year-on-year in the first quarter of 2019 
after dropping below 2% in the fourth quarter of 2018. 
The slowdown was particularly notable in emerging 
Asia.  
 
Weak trade prospects—to an extent reflecting trade 
tensions—in turn create headwinds for investment. 
Business sentiment point to a weak outlook for 
manufacturing and trade, with particularly pessimistic 

views on new orders. The silver lining remains the 
performance of the service sector, where sentiment 
has been relatively resilient, supporting employment 
growth (which, in turn, has helped shore up consumer 
confidence) (Source: IMF & World Bank). 

 
Interest Rate Movements 
 
US Libor rates continued a downward trend during 
the month of August 2019 as compared to the month 
of July 2019.The decline is based on the Federal 
Reserve Bank’s shift to a cautious approach toward 
raising interest rates. On 31 July 2019 the Federal 
Reserve cut the interest rate from 2.50% to 2.25%.  
The 3 months US Libor decreased to average 2.14% 
in August 2019 from an average of 2.27% in July 
2019 while the US Libor for 6 months decreased to 
2.04% in August 2019 from 2.21% in July 2019. The 
US Treasury yield (10 years) decreased to close at 
1.50% in August 2019 from 2.01% recorded in July 
2019 (Sources: Wall Street Journal & Reuters). 
 

 

 

Aug-19 Jul-19 Aug-18

Change 1 

month

Change 12 

months

US Fed Rate 2.25% 2.25% 2.00% 0.00% 0.25%

US Libor (3 months) 2.14% 2.27% 2.31% -0.13% -0.18%

US Libor (6 months) 2.04% 2.21% 2.53% -0.17% -0.49%

US Treasury yield (10 years) 1.50% 2.01% 2.84% -0.51% -1.34%

BOE Rate 0.75% 0.75% 0.75% 0.00% 0.00%

ECB Rate 0.00% 0.00% 0.00% 0.00% 0.00%
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5. OUTLOOK FOR SEPTEMBER 2019 AND BEYOND – MALAWI 
 
Exchange Rates 
The Malawi Kwacha has been appreciating for two 
consecutive months. The appreciation is predicated 
upon the reduced pressure on Kwacha due to a 
decline in demand for forex and forex inflows from the 
proceeds from tobacco sales. The Kwacha is most 
likely to depreciate in the medium term due to the 
significant current account deficits and weak foreign 
direct investment inflows. 
 
POSSIBLE IMPACT: A stable exchange rate makes 

the cost of imports predictable in the short term. 

However, the depreciation of the Kwacha in the 

medium to long term could lead to higher import costs 

and relatively cheap domestic exports on the 

international market.  

Inflation 

Inflation is expected to average 9.30% in 2019-20, 
owing to lower global oil prices. Furthermore, 
currency depreciation is also expected to be slow 
during this period, which will keep inflation below the 
double-digit mark. The rate of inflation will edge back 
up in 2021-23 as global oil prices rise and domestic 
demand strengthens, supported by strong credit 
growth. However, adverse weather, pest related 
disruptions to crop pose major upside risk and may 
cause the inflation rate to edge up (Source: EIU). 
 
It is expected that the food inflation rate will continue 
to increase due to the lean season expected to begin 
in September 2019. The food inflation rate is most 
likely to be significant enough to give rise to headline 
inflation. 
 
POSSIBLE IMPACT: Lower inflation rates may lead 

to reduced interest rates which could increase private  

sector investments and disposable income for 

expenditure. Alternatively, high inflation rates raise 

the cost of investment thereby hampering private 

sector growth. 

External Sector 

Export performance will be supported by higher 
production of cash crops, including tea, soybeans  

 
and sugar. A more diversified export basket will also 
shield earnings from global price volatility on 
agricultural goods. Receipts from tobacco, Malawi's 
biggest source of foreign exchange, will be low, 
however, as a result of a policy to shore up prices by 
reducing output in a context of declining global 
demand. Overall, export growth will also continue to 
be held back by infrastructure bottlenecks, a lack of 
finance for farmers and low-tech agricultural 
techniques.  
 
The import bill is expected to fall in 2019-20 as 
international oil prices decline. Imports will then 
broadly pick up as economic growth quickens and 
work commences on capital projects, particularly in 
the energy sector. The services account deficit is 
expected to remain flat, averaging 3.20% of GDP in 
2019-23, reflecting the high cost of transporting 
goods into a landlocked country and higher services 
imports for capital projects. The deficit on the primary 
income balance is a reflection of profit repatriation by 
the mining sector and is expected to remain flat 
throughout the period. 
 
Overall, the current-account deficit will narrow, from 
an estimated 17.50% of GDP in 2018 to 13.10% of 
GDP in 2020, as import growth falters (in 2019-20) 
and agricultural exports increase. Thereafter, the 
current-account deficit will gradually widen, to 
14.70% of GDP in 2023, as global fuel prices pick up. 
However, the forecasts are contingent on normal 
rainfall patterns, and any significant disruption would 
prompt a downward revision to agricultural exports 
and an upward revision to food imports, thereby 
causing the deficit to widen. The deficits will be 
financed primarily by project-related grants, 
concessional borrowing and inward investment in 
infrastructure, services and manufacturing (Source: 
EIU, RBM) 
 
POSSIBLE IMPACT:  Lower export values may     

decrease the inflow of forex which could widen the 

trade balance if inflows are unsustainable. 

Monetary Policy 

The Reserve Bank of Malawi (RBM) maintained the 
monetary policy rate at 13.50% at its July 2019 
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meeting, after having reduced it by 100 basis points 
in May 2019. The RBM is most likely to maintain the 
policy interest rate at 13.50% in 2019. It is however, 
expected that the RBM will loosen the rate further in 
2020. From September 2019 all the commercial 
banks are expected to adopt the new method of 
calculating the base lending rate. The rate is 
computed as a weighted average of all type treasury 
bill, interbank rate, Lombard rate and savings rate. 
The rate will be calculated monthly using the 
preceding month’s average values which means the 
rate will be varying every month. Assuming that the 
RBM continues with the loose monetary policy the 
interest rates are most likely to decrease. It also 
means that the base lending rate will most likely 
decline making borrowing cheaper.  
 

POSSIBLE IMPACT: Low lending rates reduce the 

cost of borrowing which stimulate private sector 

activity, resulting in economic growth. However, it 

may also lead to low propensity to save as savings 

rates also decline. 

International Relations 

Given the continuing allegations of corruption, as well 
as persistent institutional weaknesses, Malawi had 
been experiencing a drastic fall in grants from 
international donors. However, starting in 2018, this 
has eased owing to the approval by the IMF of a new 
three-year (2018-21) extended credit facility (ECF). 
More recently, Malawi has seen an increase in aid 
flows in the form of specific project-based grants and 
support to non-government agencies such as the 
recent US$15m in aid received from the OPEC Fund 
for International Development to support the 
agricultural sector to improve irrigation and drainage 
systems. 
 
In addition, the country has received relief aid from 
major economies and international organisations. 
The government is now seeking external support 
from non-traditional partners, including China and 
India, and their economic presence in Malawi is 
expected to grow. The post-electoral protests have 
also drawn considerable attention to the country from 
the Southern African Development Community, 
which at its recent meeting focused on the need to 
resolve Malawi's internal political problems. (Source: 
EIU). 
 

POSSIBLE IMPACT: External support may increase 

the availability of forex, leading to the continued 

stability in Kwacha and maintained reserve of the 

required three months import cover threshold. 

Fiscal Policy 

The Minister of Finance, Economic Planning and 
Development, on 9 September 2019 presented the 
2019/2020 financial budget to parliament. He outlined 
major assumptions anchoring the budget  including 
an estimated economic growth of 5% in 2019 and 7% 
in 2020, an average inflation rate of 8% during the 
fiscal year, a stable exchange rate of about K750/US 
dollar, a policy rate of 13.50%, an upward review of 
user fees and charges, coupon value of K15,000 for 
FISP and 900,000 beneficiaries and wages and 
salaries increase of between 10% to 15% depending 
on grade, with an average of 12%. 

Total revenue and grants are projected at K1.58 
trillion, representing 25.10% of GDP. Total 
expenditure is projected to amount K1.73 trillion 
which is 27.60% of GDP. The expected overall deficit 
for the 2019/20 fiscal year is estimated at K155.90 
billion, which is 2.50% of GDP, which also represents 
a reduction of about 51.30% from the 2018/19 
preliminary actual budget deficit outturn of K320.20 
billion (Source: Ministry of Finance) 
In recent years, the Malawi government has 
attempted to consolidate and simultaneously 
rebalance spending in favour of capital investment. 
However, political pressure to protect subsidies and 
public-sector workers' wages as can be seen in the 
recently proposed budget will keep recurrent (and 
overall) spending high. Nonetheless, some subsidy 
reforms will be implemented according to the 
government's agreement with the IMF. 

The EIU expects the fiscal deficit to narrow modestly 
in 2010-21, to 5.6% of GDP, as the cost of a MK23bn 
bail-out given to the Agricultural Development and 
Marketing Corporation in 2017 is finally taken out of 
consideration. Thereafter, assuming that greater 
control is exercised over current spending, the deficit 
will narrow to 4.10% of GDP in 2022/23 (Source: 
EIU). 
 
POSSIBLE IMPACT:  A wider fiscal deficit may lead 

to higher government domestic borrowing which 

could raise interest rates and in turn increase 

crowding out private investment.  
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Economic Growth 
Various institutions have revised their projections for 
the Malawian economy and based on these revised 
projections the economy will grow by an estimated 
average of 4.36% in 2019, 4.98% in 2020 and 5.18% 
in 2021. See table below; 

 

Despite a drought in early 2018 and excessive 
flooding due to Cyclone Idai in 2019, the agricultural 
sector (which accounts for nearly 30% of GDP) is 
expected to pick up in 2019. According to 
government statistics, maize output increased by 
24% in the 2018/19 season (November-April). The 
EIU also expects that the real GDP growth will pick 
up to 4.10% in 2019 given the recovery in the 
agricultural sector and the accommodative monetary 
stance adopted by the central bank. Looser monetary 
conditions will also be a boost to credit growth, and 
the government is probably not going to reform the 
Farm Input Subsidy Programme (FISP) in its first year 
after being elected, which will mean stability for small 
farms for now (Source: EIU). 
 
However, the International Monetary Fund (IMF) has 
expressed pessimism over the economic growth of 
the country. It has since reduced its GDP forecast for 
2019 from 5.00% to 4.00% on account of the 
devastating effects of Tropical Cyclone Idai. The 
cyclone was one of the worst tropical cyclones on 
record to affect Africa and the Southern Hemisphere. 
The long-lived storm caused fatal damages to 
infrastructure, crops and lives in Malawi, 
Mozambique and Zimbabwe (Source: IMF).  

 
Even though the maize output for 2018/2019 season 
increased by 24% there are several major issues, 
such as distortive pricing and bans and levies on raw 
maize exports, which will continue to hold back 
agricultural growth over the medium term. These 
work to disincentivise production and have put many 
farms under financial strain. Reform of the FISP over 
the medium term will have a negative short-term 
effect on smallholder farms, although in time these 
should consolidate into larger holdings, with 
productivity gains to be made. This process will aid 
the expansion of other cash crops such as soybeans, 
tea and sugar. However, tobacco, which is currently 
Malawi's biggest export crop, will struggle in the face 
of a long-term downward trend in global demand. As 
adverse weather is not built into the baseline 
forecast, the agricultural sector is still expected to 
grow in every year in the forecast period, but the 
sector will perform well below potential. 
 
The manufacturing industry will be held back by 
limited power supply. The services sector will be 
negatively affected by lower government demand 
over the medium term as the authorities attempt to 
rebalance the fiscal account (Source: RBM, EIU, 
AfDB, IMF, World Bank) 
 
The continued political impasse arising from recently 
held elections may have a negative effect on the 
economic growth of the country. The demonstrations 
are affecting business activities, tourism industry, 
investors’ and donor confidence. If the political 
impasse is prolonged, the effect on the economic 
growth of the country will be felt.  
 
POSSIBLE IMPACT: Growth of the economy will 

boost donor and investor confidence hence 

increasing private sector activity and improving the 

stock market performance. Increased private sector 

activity will boost economic growth.  

  

 

 

  

2018 2019 2020 2021

EIU 3.50% 4.10% 4.90% 4.60%

IMF 3.20% 4.00% 5.00% 5.50%

WORLD BANK 3.50% 4.40% 4.70% 5.10%

GOVERNMENT 4.50% 4.30% 5.20% 5.50%

RBM 4.00% 5.00% 5.10%

Average Real GDP 3.74% 4.36% 4.98% 5.18%

Real GDP Growth Projections
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6.  ECONOMIC RISKS 
ECONOMIC RISKS IMPACT ON THE ECONOMY MITIGATION MEASURES 

Insufficient power 
supply  

1. Commercial productivity remains small scale as large-scale 
enterprises are difficult to implement with limited power supply  

2. Low industrial productivity in the manufacturing sector resulting 
in low economic productivity and dampening economic growth.            

3. Decline in tourism levels as it dampens tourists appetite to visit 
the country which results in lower income and growth in the 
industry. 

4. Deferment of development by investors. 

1.  Encourage use of energy 
saver bulbs. 

2.  Rehabilitate and develop 
new power plants.  

3. Public-Private 
Partnerships to enhance 
energy production through 
alternative power sources. 

4. The entrance of 
Independent Power 
Producers (IPPs) may help 
boost power generation 

High population growth 
rates 

1. Reduced per capita income. 
2. Over-crowding on public resources. 
3. Resources which could have been allocated to more productive 

activities are used to take care of the growing population. 

1. Civic education to raise 
awareness on the need to 
have less children. 

  

Increase in government 
debt 

1. Creates a future obligation for government which may keep the 
budget deficit large. 

2. Crowds out the private sector hence reducing the expansion of 
the private sector as funds are not available. 

1. Reduce government 
expenditure by tightening 
fiscal policy. 

2. Increase government 
revenue base to finance 
debt. 

Global tobacco lobby 
(anti-smoking)  

1. Decline in demand for Malawi tobacco and services from 
supporting industries resulting in lower commodity prices.  

2. Reduction in export earnings (tobacco accounts for 60% of 
Malawi’s export earnings). 

3. Reduced employment opportunities in the tobacco and 
supporting industry. 

4. Lower income for farmers- small holder and commercial. 

1.  Diversify into other sectors 
such as mining and cotton 
etc. 

2.  Engage in aggressive 
tourism marketing. 
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Incidents of alleged 
theft and corruption 
within the public sector 

1. It will lead to a misuse of resources as areas of great need do not 
receive the right resources and thereby hampering growth. 

2. Loss of aid funding as donors become unwilling to send aid, 
which could affect government spending and forex availability. 

3. Negatively affect the ability for external borrowing even for the 
private sector due to the negative image of the country. 

4. Negatively impacts the country’s sovereign credit risk ratings. 

1. Tighter controls and 
measures with better 
implementation of the 
policies. 

  

2.   More transparency in the 
public sector and 
government. 

Uncertainty in the 
external environment  

1. Dampening export demand for major export commodities i.e. 
tobacco, tea, cotton and sugar.   

2. Declining investor interest in Malawi resulting in fewer 
investments and less foreign currency coming into the country.                                                                                                                   

3. Declining remittances from abroad, hence contributing to lower 
forex levels.   

4. Reduced access to foreign capital, hence financing not available 
or difficulties in accessing letters of credit.  

5. Impaired growth and Balance of Payments (BOP) due to 
declining exports and low foreign investments.        

6. Decline in tourism levels leading to lower forex revenues.        

1.  Diversification of export 
base of products. 
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7. APPENDIX 
Appendix 1: Selected economic indicators for Malawi (RBM, MSE, MERA, NSO) 
 

 

Appendix 2: Selected economic indicators for Tanzania, Uganda, Zambia and Mozambique 

 

(Source: Bank of Zambia, Bank of Tanzania, Bank of Mozambique, Bank of Uganda) 

Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19
MK : US$             730.73       731.90       731.83       732.51        736.09        733.25        733.69        729.77        729.89        731.79         746.74         762.22         785.22        748.05        739.41 
MK : GBP             956.98       959.22       950.71       961.05        938.44        938.44        926.83        957.82        970.98        956.52         960.97         954.43         989.94        907.76        894.98 
MK : ZAR               53.15         55.47         49.73         52.92          50.44          50.98          50.96          54.83          52.42          50.17           51.74           51.61           55.37        830.56        814.65 
MK : EUR             842.94       851.94       852.32       852.15        832.18        845.14        836.75        839.52        830.18        822.02         829.00         846.30         885.15          52.82          48.03 

Gross Official Reserves (US$'mn)             728.10       754.82       753.52       727.63        619.90        631.21        755.22        790.28        837.49        775.45         766.10         696.30         765.82  NA  NA 
Private Sector Reserves (US$'mn)             386.18       338.72       332.05       319.23        329.23        337.21        330.84        319.12        324.27        305.05         309.91         343.28         340.20  NA  NA 
Total Reserves (US$'mn)          1,114.28    1,093.54    1,085.57    1,046.86        949.13        968.42     1,086.06     1,109.40     1,161.76     1,080.50      1,076.01      1,039.58      1,106.02  NA  NA 
Total Import Cover (months)                 5.33           5.23           5.20           5.00            4.78            4.66            5.19            5.31            5.56            5.17             5.15             4.97             5.28  NA  NA 

Headline Inflation 8.60% 9.00% 9.30% 9.50% 9.70% 10.10% 9.90% 8.80% 7.90% 9.30%             9.10             8.90             9.00            9.30  NA 
Food 9.10% 9.50% 10.10% 10.20% 10.40% 10.80% 12.00% 10.71% 10.80% 14.40%           13.80           13.00           13.70          14.20  NA 
Non Food 8.20% 8.70% 8.70% 8.90% 9.20% 9.50% 8.20% 7.10% 5.40% 5.00%             5.40             5.70             5.40            5.50  NA 

Monetary Policy Rate 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 14.50% 14.50% 14.50% 14.50% 13.50% 13.50% 13.50% 13.50%
Average Interbank Rate 15.02% 14.61% 15.26% 14.68% 14.99% 14.89% 14.48% 11.35% 6.81% 5.42% 5.06% 12.15% 13.51% 13.50% 13.41%
Average Base Lending Rates 25.41% 25.41% 25.41% 25.41% 25.41% 24.78% 24.78% 14.90% 14.90% 14.90% 14.90% 13.90% 13.90% 13.90% 13.40%

91 day Treasury Bill yield 14.00% 14.00% 13.80% 13.91% 13.99% 12.28% 11.42% 11.36% 9.55% 9.50% 9.20% 8.84% 8.97% 9.10% 9.40%
182 day Treasury Bill yield 14.50% 14.50% 14.50% 14.50% 14.49% 14.13% 13.00% 13.01% 10.30% 10.50% 9.94% 9.41% 9.48% 9.67% 10.41%
364 day Treasury Bill yield 15.00% 15.00% 15.00% 15.00% 15.00% 14.50% 14.02% 14.00% 11.47% 11.50% 10.74% 100.00% 10.00% 10.58% 10.67%

MASI        30,736.95  31,263.14  31,956.43  32,373.19   30,622.36   26,803.80   28,983.53   28,808.89   27,687.33   27,303.65    27,138.65    29,246.08    29,956.00   29,413.02   29,197.17 
DSI        20,033.47  20,513.69  21,145.76  21,621.84   20,938.61   20,772.32   21,318.07   21,159.22   20,829.45   20,483.29    20,334.43    22,235.79    22,877.77   22,387.89   22,420.52 
FSI          8,237.82    8,237.82    8,237.32    8,138.23     7,196.88     3,778.77     5,265.12     5,265.12     4,521.94     4,521.94      4,521.94      4,521.93      4,520.31     4,520.31     4,272.58 

Petrol             824.70       888.00       888.00       888.00        888.00        990.30        933.50        868.00        868.00        868.00         868.00         868.00         868.00        868.00        868.00 
Diesel             815.80       890.90       890.90       890.90        890.90        990.40        946.60        874.00        874.00        874.00         874.00         874.00         874.00        974.00        974.00 
Paraffin             648.70       719.30       719.30       719.30        719.30        785.00        781.80        710.50        710.50        710.50         710.50         710.00         710.00        710.00        710.00 

Interbank Rates (Source: RBM)

Inflation

Forex reserves (Source: RBM)

Treasury Bill Yields (Source: RBM)

Stock Market Indices (Point) (Source: MSE)

Fuel Prices per Litre (Source: MERA)

Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19

Exchange rate 
US$ 2,274.83 2,278.69 2,274.91 2,277.46 2,289.87 2,278.77 2,281.23 2,283.45   2,288.99 2,300.94 2,300.78 2,288.55 2,287.13 2,289.18     2,289.40     
GBP 3,005.57 2,993.07 2,962.62 2,989.74 2,979.15 2,909.54 2,895.34 2,985.84   3,049.51 3,020.21 3,004.00 2,889.19 2,788.28 2,786.84     2,794.21     
ZAR 166.14    173.16    155.79    161.35    159.74    166.98    158.40    167.57      165.13    162.34    161.00    156.38    158.23    161.28        149.65        
EUR 2,666.64 2,667.77 2,659.03 2,660.20 2,595.18 2,593.25 2,615.09 2,608.62   2,605.79 2,581.65 2,583.30 2,548.19 2,645.21 2,552.20     2,534.71     
Inflation % 3.40        3.30        3.30 3.40 3.20 3.00 3.30        3.00 3.00 3.10 3.20 3.50        3.70 3.70            3.60            
Bank rate % 9.00        9.00        7.00 7.00 7.00 7.00 7.00 7.00          7.00        7.00        7.00        7.00        7.00 7.00 7.00

Exchange rate 
US$ 3,878.76 3,697.82 3,758.75 3,820.67 3,752.16 3,728.21 3,714.13 3,721.17   3,687.50 3,733.83 3,745.54 3,759.00 3,695.29 3,701.67     3,689.33     
GBP 5,123.02 4,857.10 4,885.94 5,037.81 4,882.61 4,754.77 4,695.12 4,724.94   4,882.17 4,914.92 4,844.21 4,748.01 4684.10 4,528.04     4,508.53     
EUR 4,538.05 4,329.20 4,394.66 4,489.10 4,254.04 4,204.12 4,235.83 4219.97 4188.91 4,195.21 4,181.22 4,188.77 4203.49 4,120.75     4,086.09     
Inflation % 2.10        3.10        3.80 3.70 3.00 3.00 2.20        2.70 3.00 3.00        3.50        3.30        3.40 2.60            2.10            
Central Bank Rate % 9.00        9.00        9.0 9.00 9.00 10.00 10.00      10.00 10.00 10.00 10.00 10.00      10.00 10.00 10.00

Exchange rate 
US$ 9.97        10.03      10.28 12.29 11.75 11.95 11.78      11.93 12.04 10.05      12.72      13.27      12.83 12.89          13.08          
GBP 13.17      13.18      13.35 16.03 15.33 15.24 15.60      15.35 16.01 15.72      16.56      16.69      16.29 15.69          15.95          
ZAR 0.72        0.76        0.70 0.87 0.82 0.87 0.87        0.86 0.86 0.86        0.89        0.90        0.91 0.91            0.86            
Inflation % 7.40        7.80        8.10 7.90 8.30 7.80 7.92        7.90 7.80 7.50        7.70        8.10        8.60 8.80            9.30            
Bank rate % 9.75        9.75        9.75 9.75 9.75 9.75 9.75        9.75 9.75 9.75 9.75 9.75        10.25 10.25          10.25          

US$ 59.92      58.25      60.21 60.71 61.27 61.47      61.46      62.35 62.65 64.16      64.52      62.24      61.30 61.64          61.32          
ZAR 4.32        4.43        3.98 4.29 4.275 4.48        4.26        4.54 4.53 4.58        4.51        4.28        4.45 4.33            4.02            
EUR 69.30      68.19      69.72 71.01 69.454 69.87      70.37      70.35 71.31 72.10      71.98      69.82      68.75 68.55          67.70          
Inflation% 4.40        4.73        5.02% 4.89 4.75 4.27 3.91        3.78          3.72        3.41        3.27        2.42 2.30 2.16            N/A

TANZANIA

UGANDA

ZAMBIA

MOZAMBIQUE
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Appendix 3: Budget Framework (Source: Ministry of Finance) 

 

 

 

  

K'Billion

2015/2016  

(Approved)

2016/2017  

(Approved)

2016/2017  

(Revised)

2017/2018 

(proposed)

2017/2018  

(Approved)

2018/2019  

(Approved)

2019/2020  

(Proposed)
Tota Revenues 763                   978                   999                 1,108             1,108              1,261                 1,575               

Domestic revenues 666                783                841               980               980                1,052               1,425              

Grants 97                  197                159               128               128                209                  150                 

    Budgetary support 7                    36                36                 

    Earmarked grants 90                  

Total Expenditure 930                   1,149               1,129             1,299             1,300              1,504                 1,731               

Reccurent expenditure 704                823                869               947               947                1,104               1,293              

   Wages & Salaries 229                272                271               304               304                392                  443                 

   Interest on debt 125                144                169               186               186                183                  244                 

Investment Expenditure 224                322                257               349               350                438                 

Deficit/Surplus (167)                 (171)                 (130)               (191)               (192)                (243)                   (156)                 

Deficit as a % of Revenue -22% -17% -13% -17% -17% -19% -10%



MONTHLY ECONOMIC REPORT 
AUGUST 2019 

23 

 

 

Appendix 4: Central Government Budgetary Operations in billions of Kwacha 
(Source: RBM) 
 

 

Appendix 5: Trend of Public Debt in Malawi (Source: Ministry of Finance) 
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Appendix 6: Malawi selected Economic indicators (Source: RBM) 
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Appendix 7: GDP—Malawi (Source: EIU) 
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Appendix 8: Contribution to GDP by sector 

 

 

 Appendix 9: Malawi Economic growth Projections (Source: EIU) 
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Appendix 10: Global Projections (Source: IMF) 
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Appendix 11: Open Budget Survey Results (Source: International Budget 
Partnership) 
  

         

 

 

 

 

 

 



MONTHLY ECONOMIC REPORT 
AUGUST 2019 

29 

 

 

Appendix 12: Seasonal calendar for a typical year 

 

 

Appendix 13: Malawi’s main export commodities in US Dollar millions (Source: World 
Bank) 

 

Disclaimer  

This report has been prepared for indicative purposes only. Whilst every effort has been made to ensure the 

accuracy of information contained herein no responsibility or liability whatsoever resulting from the use of 

information contained in this report is accepted by NICO Asset Managers Limited. Recipients of this report 

shall be solely responsible for making their own independent appraisal and investigation into all matters 

contemplated in this report.  
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NICO Asset Managers Limited is a specialist investment management and advisory firm, providing a premier 
range of investment management, corporate finance, infrastructure development and investor services to 
institutional and individual investors. 

 We are registered with the Reserve Bank of Malawi as a Portfolio/Investment Manager, Investment Advisor and    
Transfer Secretary. We are a wholly owned subsidiary of NICO Holdings Plc. 

 

“To be the preferred provider of investment and financial solutions through a culture of excellence and innovation” 

 

“To provide innovative investment and financial solutions that grow our client's’ wealth” 

Our Services 

  

  

 

 

 

 

 

 

 

 

 

 

Registered by the Registrar of Financial Institutions (Reserve Bank of Malawi) 

RBM Portfolio/Investment Manager Licence No: PM001/19 
RBM Transfer Secretarial License No: TS001/19 

 Contact Us 
  Head Office                                              Lilongwe Branch 
  NICO Asset Managers Limited                 NICO Asset Managers Limited                         
  19 Glyn Jones Road                                 Corner Kenyatta Drive 
  Chibisa House                                          NICO Centre 
  P.O Box 3173                                           P.O Box 30729 
  Blantyre                                                 Lilongwe 3 
  Tel no: 01 832 085/086                            Tel no: 01 757 085/086        
  Fax no: 01 821617                          Fax no: 01 821 617   
  Email: invest@nicoassetmanagers.com  Website: www.nicoassetmanagers.com  
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