FEBRUARY ECONOMIC REPORT-2022

AUGUST 2020

FEBRUARY 2022
1

FEBRUARY ECONOMIC REPORT-2022

June 2021
Contents
LIST OF ACRONYMS....................................................................................................................... 3
EXECUTIVE SUMMARY .................................................................................................................. 4
ECONOMIC OVERVIEW .................................................................................................................. 5
Inflation (Source: NSO) ................................................................................................................................... 5
Government Securities (Source: RBM) ........................................................................................................... 5
Foreign Currency Market (Source: RBM) ........................................................................................................ 5
Interbank Markets and Interest Rates (Source: RBM, BAM)........................................................................... 5
Stock Market (Source: MSE) ........................................................................................................................... 6
Trend Graphs ………………………………………………………………………………………………………… 8

OTHER MARKET DEVELOPMENTS ............................................................................................... 9
Rainfall Season & Food Security Update (Source: FEWSNET) ..................................................................... 9
Maize Market Update (Source: IFPRI) ............................................................................................................ 9

REGIONAL MARKET DEVELOPMENT .......................................................................................... 11
GLOBAL DEVELOPMENTS ........................................................................................................... 12
OUTLOOK FOR FEBRUARY 2022 AND BEYOND – MALAWI ...................................................... 15
ECONOMIC RISKS ........................................................................................................................ 20
APPENDIX ..................................................................................................................................... 22
Appendix 1: Selected economic indicators for Malawi (RBM, MSE, MERA, NSO) ...................................... 22
Appendix 2: Selected economic indicators for Tanzania, Uganda, Zambia, and Mozambique .................... 22
Appendix 3: Budget Framework (Source: Ministry of Finance) ..................................................................... 23
Appendix 4: Central Government Budgetary Operations in billions of Kwacha (Source: RBM) ................... 24
Appendix 5: Malawi selected Economic indicators (Source: RBM) ............................................................... 25
Appendix 6: Monthly Trends—Malawi (Source: EIU) .................................................................................... 26
Appendix 7: Contribution to GDP by sector (Source: NSO, RBM) ................................................................ 27
Appendix 8: Malawi Economic growth Projections (Source: EIU) ................................................................. 27
Appendix 9: Global Projections (Source: IMF) .............................................................................................. 28
Appendix 10: Seasonal calendar for a typical year (Source: Fews NET) ..................................................... 29
Appendix 11: Food Insecurity Phase Descriptions (Source: Fews NET) ...................................................... 29

2

FEBRUARY ECONOMIC REPORT-2022

LIST OF ACRONYMS
ADF:
AfDB:
ADMARC:
AfCTA:
AIP:
BOE:
BHL:
BWB:
CCRT:
COP26:
CPI:
DCCMS:
DOC:
DSI:
DODMA:
ECB:
ECF:
EIU:
ESCOM:
EU:
EUR:
FEWSNET:
FISP:
FMBCH:
FOB:
FOMC:
FSI:
GBP:
GDP:
GFS:
IATF:
IFPRI:
IMF:
K:
LIBOR:
MASI:
MASL:
MB/D:
MERA:
MITC:
MPC:
MSE:

African Development Fund
African Development Bank
Agricultural Development and
Marketing Corporation
African Continental Free Trade Area
Affordable Inputs Program
Bank of England
Blantyre Hotels Plc
Blantyre Water Board
Catastrophe Containment and Relief
Trust
26th Conference of Parties
Consumer Price Index
Department of Climate Change and
Meteorological Services
Declaration of Parties
Domestic Share Index
Department of Disaster Management
Affairs
European Central Bank
Extended Credit Facility
Economist Intelligence Unit
Electricity Supply Corporation of
Malawi
European Union
Euro
Famine Early Warning Systems
Network
Farm Input Subsidy Program
FMB Capital Holdings Plc
Free On Board
Federal Open Market Committee
Foreign Share Index
British Pound
Gross Domestic Product
Government Finance Statistics
Intra-African Trade Fair
International Food Policy Research
Institute
International Monetary Fund
Malawi Kwacha
London Inter-Bank Offered Rate
Malawi All Share Index
Meters Above Sea Level
Million barrels per day
Malawi Energy Regulatory Authority
Malawi Investment and Trade Center
Monetary Policy Committee
Malawi Stock Exchange

MT:
MRA:
MW:
NBM:
NBS:
NGOs:
NGL:
NICO:
NITL:
NSO:
OECD:
OMO:
OPEC:
PCL:
PPP:
RBM:
RBZ:
Rmb:
SADC:
SAFEX:
SARB:
SONA:
SFFRFM:
SPRUT:
SSA:
Sunbird:
TB:
TC:
TNM:
WEO:
WHO:
WTO:
TZS:
UBOS:
UGX:
UK:
US:
UNFCCC:
USA:
USAID:
US$:
ZAR:
ZK:

3

Metric Tonnes
Malawi Revenue Authority
Mega Watts
National Bank of Malawi Plc
NBS Bank Plc
Non-Governmental Organisations
Natural Gas Liquids
NICO Holdings Plc
National Investment Trust Plc
National Statistical Office
Organization for Economic Cooperation and Development
Open Market Operations
Organization of the Petroleum
Exporting Countries
Press Corporation Plc
Private Public Partnerships
Reserve Bank of Malawi
Reserve Bank of Zimbabwe
Chinese Renminbi
Southern African Development
Community
South African Futures Exchange
South Africa Reserve Bank
State of the Nation Address
Smallholder Farmers Fertilizer
Revolving Fund
Sprott Physical Uranium Trust
Sub Sahara Africa
Sunbird Tourism Plc
Treasury Bills
Tobacco Commission
Telekom Networks Malawi Plc
World Economic Outlook
World Health Organization
World Trade Organization
Tanzania Shillings
Ugandan Bureau of Statistics
Ugandan Shillings
United Kingdom
United States
United Nations Framework
Convention on Climate Change
United States of America
US Agency for International
Development
United States Dollar
South African Rand
Zambian Kwacha

FEBRUARY ECONOMIC REPORT-2022

EXECUTIVE SUMMARY
Economic Outlook — Malawi
In 2022 GDP is estimated to grow by 4.10% on
account of economic recovery measures being
implemented by Government as contained in the
Socio-Economic Recovery Plan (SERP) and the
normalization of global supply chains. Growth across
the broader spectrum of the economy including
Mining
and
Quarrying,
Manufacturing,
Transportation, Construction, and Wholesale and
Retail Trade sectors will further prop up GDP growth
prospects in 2022 as the economy becomes more
resilient to COVID-19 following implementation of
economic recovery measures.

domestically produced food items and imported
inflation. Reflecting these pressures, the inflation
path has shifted upwards compared to the Fourth
2021 MPC forecasting round held in November 2021.
The annual average headline inflation for 2022 is now
projected at 10.40%, from an earlier forecast of
8.90%.
In the month of February 2022, the Malawi Kwacha
slightly depreciated against the South African Rand
and the Euro but appreciated against British Pound.
The Malawi Kwacha remained unchanged against
the US Dollar and closed at K816.40/US$1 (Source:
RBM).

The Monetary Policy Committee (MPC), at its first
meeting of 2022, decided to maintain the Policy rate
at 12.00%; the Liquidity Reserve Requirement (LRR)
ratio on domestic and foreign currency denominated
deposits at 3.75%; and the Lombard rate at 20 basis
points above the Policy rate. In arriving at this
decision, the Committee noted that, although inflation
pressures are mounting, the sources were
considered transitory and likely to dissipate after the
lean period. At the same time, there is need for policy
support to entrench the recovery of the domestic
economy from the COVID-19-induced slowdown

Export earnings are forecast to increase in 2022-26
owing to a gradual recovery in external demand.
Import spending has also been forecast to pick up.
Increased export volumes of agricultural products,
mainly soybeans, tobacco and tea, alongside higher
global tea prices, will keep export earnings on an
upward trajectory. Commencement of marijuana
exports from 2023 will also support export earnings.
A more diversified export basket will also shield
earnings from global price volatility during this period
(Source: EIU).

According to the Reserve Bank of Malawi (RBM),
throughout 2022, inflationary pressure is likely to rise,
mainly arising from a seasonal increase in prices of
Key Economic Risks – Malawi
1. Coronavirus pandemic - Affects the operations of all businesses and unplanned government heavy
expenditure on medical supplies and enforcement of measures to mitigate its spread and effects.
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 due to a widening
trade deficit.
4. High population growth rates - May reduce the country’s ability to allocate resources to more productive
activities.
5. Climate change – Changes in weather patterns and extreme weather conditions, impacting infrastructure
development, livelihoods, and agricultural production.
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ECONOMIC OVERVIEW
Inflation (Source: NSO)
The headline inflation rate for February 2022
increased to 13.00% from 12.10% recorded in
January 2022. This was due to an increase in both
food and non-food as can be seen in the table below:

Headline inflation
Food
Non-food

Feb-22
13.00%
15.30%
10.10%

Jan-22
12.10%
14.20%
9.60%

Feb-21
8.30%
10.30%
6.30%

%Change
1 Month
0.90%
1.10%
0.50%

During February 2022, the all-type Treasury bill yield
increased to 12.54% from 12.51% recorded in
January 2022.
Feb-22
9.62%
13.00%
15.00%
12.54%

Jan-22
9.70%
13.00%
14.84%
12.51%

Feb-22

Jan-22

Feb-21

MK/USD
MK/GBP
MK/ZAR
MK/EUR

816.40
1,090.96
53.31
911.59

816.40
1,095.94
52.49
911.51

780.13
1,087.27
52.08
948.17

%
Movement
1 month

%
Movement
12 months

0.00%
0.45%
-1.55%
-0.01%

-4.65%
-0.34%
-2.35%
3.86%

The official forex reserves decreased to US$385.40
million (1.54 months’ worth of import cover) in
February 2022 from US$399.98 million (1.60 months
of import cover) in January 2022. Private sector
reserves decreased to US$407.22 million (1.63
months of import cover) in February 2022 from
US$424.49 million (1.70 months of import cover) in
January 2022.

%Change
12 Months
3.80%
3.90%
3.30%

Government Securities (Source: RBM)

Tenor
91 days
182 days
364days
All Type

CURRENCY

As of 28 February 2022, total forex reserves stood at
US$792.62 million (3.17 months of import cover) a
significant decrease from US$824.47 million (3.30
months of import cover) registered at the end of
January 2022.

Change Change 12
Feb-21
1 Month
Months
9.95%
-0.08%
-0.33%
12.80%
0.00%
0.20%
13.77%
0.16%
1.23%
12.17%
0.03%
0.37%

Feb-22
Jan-22
Feb-21
% 1 month
(US$
change
million)
(US$ million) (US$ million)
Official Reserves
385.40
399.98
483.38
-3.65%
Private Sector
407.22
424.49
340.50
-4.07%
Total
792.62
824.47
823.88
-3.86%
Import Cover (Months)
Gross Official
1.54
1.6
2.31
-3.75%
Private Sector
1.63
1.7
1.63
-4.12%
Total
3.17
3.30
3.94
-3.94%

Total Treasury bill applications for February 2022
stood at K76.85 billion and K76.85 billion was allotted
representing a nil rejection rate. The 364 days paper
accounted for the highest subscription rate at 82.49%,
followed by the 182 days paper at 16.03%, and the 91
days paper at 1.48%.

% 12 months
change
-20.27%
19.59%
-3.79%
-33.33%
0.00%
-19.54%

(The monthly import requirement increased in May 2021 from
US$209.00 million to US$250.00 million to cover the rising import
bill).

During the month of February 2022, the government
conducted Treasury notes auctions for 3-year, and 7year tenors. The tenors were at an average yield of
19.33%, and 21.98% respectively. There were total
applications of K84.07 billion but K84.02 billion was
alloted, resulting in a 0.06% rejection rate.

Interbank Markets and Interest Rates
(Source: RBM, BAM)
Liquidity levels (excess reserves after central bank
operations) for the month of February 2022 decreased
to a daily average of K38.77 billion from K43.16 billion
recorded in January 2022. Access to the Lombard
facility (discount window borrowing) during the month
of February 2022 averaged K16.57 billion per day at
an average rate of 12.20% while that of January 2022
averaged K9.51 billion per day at an average rate of
12.20%.

Total maturities for government securities for the
month amounted to K84.23 billion resulting in a net
withdrawal of K76.64 billion.

Foreign Currency Market (Source: RBM)
During the month of February 2022, the Malawi
Kwacha remained unchanged against the US Dollar
and appreciated against the British Pound. Meanwhile
the Kwacha depreciated against the South African
Rand and the Euro. See table below:

During the month of February 2022, overnight
borrowing between banks increased to a daily
average of K23.42 billion from K9.81 billion recorded
in January 2022. This was at an average rate of
11.70% (January 2022: 11.79%).
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The reference rate for the month of Februaury 2022
remained unchanged at 12.20% as recorded in
January 2022.

The Domestic Share Index inched upwards by 2.18%
to close at 37,186.63 , while the Foreign Share Index
inched downwards by -0.02% to close at 4,182.23
points. Market capitalization increased in both Kwacha
and United States terms from K2.41 trillion (US$2.96
billion) and in January 2022 to MK2.46 trillion
(US$3.02 billion) in February 2022.

Stock Market (Source: MSE)
The stock market was somewhat bullish in February
2022 as reflected in the upward movement of the
Malawi All Share Index (MASI) from 44,501.63 points
registered in January 2022 to 45,472.09 points
registered on 28 February 2022, giving a return on
index of 2.18% compared to -1.91% registered in
January 2022.

In February 2022, the market transacted a total of
38.28 million shares at a total consideration of K1.40
billion (US$1.72 million) in 267 trades. In the previous
month of January 2021, the market transacted a total
of K24.61 million shares at a total consideration of
K1.23 billion (US$1.50 million) in 275 trades.

The price gains were registered by five counters.
Share price gains by FDH Bank (+12.44%), NBM
(+11.09%), Airtel (+4.74%), NITL (+0.01%), and
Standard Bank (+0.003%) were enough to offset
share price losses in TNM (-10.05%), ILLOVO (0.98%), NBS (+0.01%), and FMBCH (+0.03%),
resulting in a upward movement of the MASI.

The average dividend yield on the MASI decreased in
February 2022 to 3.25% from 3.32% in Decmeber
2021.

AIRTEL
BHL
FMBCH
FDHB
ICON
ILLOVO
MPICO
NBM
NBS
NICO
NITL
OMU
PCL
STANDARD
SUNBIRD
TNM

Feb-22
MK/Share
42.00
11.01
79.96
15.18
12.85
297.03
20.70
900.00
22.82
55.00
5.00
1,785.00
1,900.00
1,400.07
90.02
17.99

Jan-21
MK/Share
40.10
11.01
79.98
13.50
12.85
299.97
20.70
810.12
22.87
55.00
94.99
1,785.00
1,900.00
1,400.03
90.02
20.00

Feb-21
MK/Share
27.98
11.00
27.10
16.60
12.20
80.47
20.93
650.01
20.45
51.98
94.94
2,199.00
1,199.96
1,200.03
90.00
19.38

Change (1
months)
%
4.74%
0.00%
-0.03%
12.44%
0.00%
-0.98%
0.00%
11.09%
-0.22%
0.00%
-94.74%
0.00%
0.00%
0.003%
0.00%
-10.05%

Change (12
months)
%
50.11%
0.09%
195.06%
-8.55%
5.33%
269.12%
-1.10%
38.46%
11.59%
5.81%
-94.73%
-18.83%
58.34%
16.67%
0.02%
-7.17%

MASI
DSI
FSI

45,472.09
37,186.63
4,182.23

44,501.63
36,322.34
4,183.22

33,009.75
28,108.19
1,614.45

2.18%
2.38%
-0.02%

37.75%
32.30%
159.05%

Counter
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Below is a presentation of the published 2021 and 2020 half year financials for the respective companies.

Published Financials for 2021 and 2020
Period
STANDARD

Net Profit/(Loss) (MK'Billion)
Dec-21
Dec-20 % Change
24.77
23.74
4.34%
TRADING STATEMENT

Final Dividend (Per Share)
(Kwacha)
Dec-21
Dec-20 % Change
8.52
21.31
-60.02%

NITL

Expects its full year ending 31st December 2021 profit after tax to be
approximately 200% higher than the previous corresponding period

PCL

Expects its full year ending 31st December 2021 profit after tax to be
approximately 50% higher than the previous corresponding period

AIRTEL

Expects its full year ending 31st December 2021 profit after tax to be
approximately 30% higher than the previous corresponding period
Expects its full year ending 31st December 2021 profit after tax to be
approximately 35% higher than the previous corresponding period

TNM

Expects its full year ending 31st December 2021 profit after tax to be
approximately 20% higher than the previous corresponding period

NBM

FMBCH

Expects its full year ending 31st December 2021 profit after tax to be
approximately 150% higher than the previous corresponding period
Expects its full year ending 31st December 2021 profit after tax to be
approximately 75% higher than the previous corresponding period

MPICO

Expects its full year ending 31st December 2021 profit after tax to be
approximately 40% higher than the previous corresponding period

SUNBIRD

BHL
NBS BANK
ILLOVO

Expects its full year ending 31st December 2021 loss after tax to be
approximately 93% higher than the previous corresponding period
Expects its full year ending 31st December 2021 loss after tax to be
approximately 20% higher than the previous corresponding period
Expects its half year ending 28 February 2022 profit after tax to be
approximately 45% higher than the previous corresponding period
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Trend Graphs
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destruction of property, and death of livestock. In
addition to the poor performance of the rainy season,
farmers in Malawi experienced their lowest access to
subsidized inputs in two decades. In the 2021/22
planting season, small-scale farming households
have reportedly failed to access adequate inputs from
the
government-subsidized
Agriculture
Input
Program (AIP) and on the commercial market, where
fertilizer prices had almost doubled compared to last
season. This is due primarily to lower imports of
fertilizers.

OTHER MARKET DEVELOPMENTS
Rainfall Season & Food Security Update
(Source: FEWSNET)
In Southern Malawi, damage from Tropical Storm
Ana in January 2022 has further reduced the
prospects for 2021/22 crop production. Flooding from
Tropical Storm Ana caused the loss of lives,
damaged cropland, and infrastructure, destroyed
property, and resulted in livestock deaths. As a result
of the storm’s damage and the rainfall deficits
experienced throughout the country at the start of the
season, FEWS NET expects national crop production
will be 10.00% to 25.00% a below average, with the
largest deficits likely in Southern Malawi.

* Refer to Appendix 11 for more details on Food Insecurity
Phase Descriptions

Maize Market Update (Source: IFPRI)
During February 2022, maize retail prices averaged
at K188.00/kg. This is 1.00% lower than January
2022 prices and 2.00% lower than February 2022
prices. In the first week of February 2022 prices
continued to increase up until second week where
retail prices started declining. Prices might have
declined possibly because of humanitarian food
assistance especially in the South as a result of
floods which have negatively affected households.

Although below-average production is expected, the
overall food supply in Malawi, including for the maize
staple, is expected to be average to slightly above
average owing to consecutive above-average
harvests in 2020 and 2021. Households,
government, and private traders reportedly hold
adequate surplus stocks to satisfy national needs,
combined with an estimated 3.00 million MT from the
upcoming harvest. However, many poor households
– primarily in Southern and some parts of Central
Malawi – will likely exhaust household stocks earlier
than usual in 2022.

During the month of February 2022, minimum maize
retail prices had gone up to K130.00/kg in Jenda and
Mzimba from K100.00/kg reported in January 2022,
while maximum price had gone down to K240.00/kg
(Mbayani) from K250.00/kg reported in January
2022.

Overall, current and projected food security
outcomes remain favorable in most rural areas of
Malawi. Poor households’ access to crop production,
labor income, self-employment, and livestock sales
will support Minimal (IPC Phase 1) outcomes. .
Despite the ongoing humanitarian assistance, Crisis
(IPC Phase 3) outcomes will likely persist in
Chikwawa and Nsanje districts throughout the
outlook period due to additional cohorts of
households that have lost food and income sources
due to the impacts of Tropical Storm Ana. In Nsanje
and Chikwawa, additional assistance needs are
much higher than the initial humanitarian assistance
planned in response to 2021 production gaps.

No ADMARC purchases were reported in any of the
markets monitored by IFPRI. ADMARC sales were
reported in 13 out of the 26 markets monitored by
IFPRI. ADMARC is selling maize at K205.00/kg,
8.00% higher than average retail price in January
2022.

Furthermore, while total rainfall in Southern Malawi
significantly increased in early 2022, this was
primarily due to heavy rainfall and flooding brought
on by Tropical Storm Ana, which crossed Malawi
from 24 to 26 January 2022. The storm resulted in the
loss of human life, flooding over most of the southern
districts with reported cases of crop wash-aways,
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As of the end of February 2022, retail prices of maize
in the Malawian markets were lower than in selected
regional markets in eastern Africa and on SAFEX (the
main grain futures market in South Africa). Prices in
Lunzu were higher than on SAFEX and Zambia’s
national
average
of
February
2022.
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REGIONAL MARKET DEVELOPMENT
Sub-Saharan Africa (SSA)
Growth in SSA is projected to firm to 3.60% in 2022
and 3.80% in 2023. The recovery is expected to
persist supported by elevated commodity prices as
activity continues to rebound in the region’s main
trading partners. The outlook is also predicated on a
gradual recovery in tourism, with vaccinations in
some tourism-reliant economies already proceeding
at a much faster pace than in the rest of the region.
The projected growth and speed of recovery is,
however, constrained by the lingering adverse effects
of COVID-19, slow pace of vaccinations, elevated
policy uncertainty in many countries, a high incidence
of social unrest and conflict, rising poverty and food
insecurity, delays to investments in infrastructure and
mining, a slow implementation of structural reforms,
as well as the possible impact of the conflict between
Ukraine and Russia.

COVID-19 and a return to normal business will revive
and boost economic activity and set the economy on
a sustained growth trajectory in 2022 and beyond.

Tanzania
Annual headline inflation rate for the month of
February 2022 has decreased to 3.70% from 4.00%
recorded in January 2022. In 2022, growth is
projected at 5.20%. Much of the growth is expected
to be driven by on-going public investment in
infrastructure, transport due to logistics for intraregional trade, mining and quarrying activities,
manufacturing, agriculture, and private sector
investment.

Uganda
The headline inflation rate for Uganda for February
2022 increased to 3.20% from 2.70% in January
2022. This was mainly driven by price increases in
education,
furnishings,
restaurants
and
accommodation, clothing and footwear, transport,
personal care, social protection and miscellaneous.
Uganda’s growth is expected to be between 3.50%
and 4.00% in 2022 and about 5.50% in 2023. The
economic recovery in 2021 tapered off in early 2022
mainly due to the more severe second COVID-19
wave in mid-2021 and the related lockdown
measures.

Zambia
Annual inflation for February 2022 decreased to
14.20% from 15.10% recorded in January 2022. This
was mainly attributed to the easing in prices of some
food and non-food items. In 2022 and 2023, growth
is expected to rise to 3.50% and 3.60%, respectively.
This will be underpinned by strong performance in the
financial
and
insurance,
information
and
communication, wholesale and retail trade, education
as well as the mining sectors. Key downside risks to
the growth outlook include uncertainty surrounding
the resurgence of new COVID-19 variants, amid low
vaccination rates, impact of conflict between Ukraine
and Russia and lower than anticipated recovery in
economies of major trading partner countries.

South Africa
Headline consumer inflation for January 2022
decreased to 5.70% from 5.90% registered in
December 2021. The main contributors were food
and non-alcoholic beverages, housing, and utilities;
transport; and miscellaneous goods and services.
Growth is projected at 1.90% in 2022, before easing
to 1.40% in the medium term, capped by structural
constraints to investment, prevailing policy
uncertainty, and elevated public debt, which hinders
job creation. Inflation would converge to the midpoint
of the 3–6% target range.

Zimbabwe
The year-on-year inflation rate for February 2022 was
66.11% an increase from 60.61% recorded in
January 2022. This mainly reflected increase in
global and administrative prices. Economic growth
rate is projected at 5.50% in 2022 and year-end
inflation is expected to average 25-35% by end of
2022. The ongoing progress in vaccinations against
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GLOBAL DEVELOPMENTS
Economic Growth

monitor corporate investment closely, as financial
volatility and broader uncertainty could dampen
business confidence and weigh on the postcoronavirus recovery.

According to the 2022 World Economic Outlook
(WEO) report released by the IMF, the global
economy entered 2022 in a weaker position than
previously expected. As the new Omicron COVID-19
variant spreads, countries are expected to reimpose
mobility restrictions, despite some countries like the
UK and US relaxing travel restrictions and mask
wearing mandates. Rising energy prices and supply
disruptions have resulted in higher and more broadbased inflation than anticipated, notably in the United
States and many emerging market and developing
economies. The ongoing retrenchment of China’s
real estate sector and slower-than-expected recovery
of private consumption also have limited growth
prospects.

The main impact of the conflict between Russia and
Ukraine on the global economy will come from
a sharp rise in commodities prices and supply-chain
disruptions. Oil prices will remain above US$100.00
/barrel if the conflict in Ukraine continues. Gas prices
will rocket, and prices of agricultural commodities and
base metals will also rise. Sanctions, airspace bans,
and security concerns will add to pandemic-related
supply-chain difficulties, further disrupting trade
routes. Land, sea, and air routes through Russia will
be particularly disrupted. The rise in commodities
prices will fuel global inflation, which is expected to
surpass 6.00% this year. Higher prices will also raise
tricky questions for central banks. Central banks had
embarked on a course of monetary tightening to curb
inflation but may now be concerned about the impact
of the Russia-Ukraine conflict on the postcoronavirus recovery. The view is that the Federal
Reserve (Fed) and the European Central Bank (ECB)
will not change their monetary-tightening plans.
However, the pace of the Fed’s balance-sheet run-off
will be less aggressive than it is currently suggesting
and would be postponed in the event of turmoil.
Despite risks to global growth, most central banks are
not expected to significantly change course on
monetary tightening.

Prior to the Russia-Ukraine conflict which escalated
in February 2022, Global growth was expected to
increase from 5.90% in 2021 to 4.40% in 2022,
largely reflecting forecast markdowns in the two
largest economies. Since the developments began to
unfold in Ukraine, several institutions have revised
downwards world growth forecasts, due to the
economic impacts of the war, mainly across Europe.
The Economist Intelligence Unit (EIU) expects the
economic impact of the conflict to be felt mostly in
Ukraine and Russia, which will both experience sharp
recessions in 2022. Eastern European countries
most exposed to trade with Russia, are also expected
to take a hit from the conflict. Elsewhere in Europe,
the European Union (EU) will suffer from an energy,
supply-chain, and trade shock, as Europe imports
roughly 40.00% of its natural gas from Russia.
Although Europe may face significant price increases
and low supply of gas, coal and oil, the EU is in
discussions to cut Europe’s energy ties with Russia
and the UK is planning to relinquish all gas imports
from Russia by the end of 2022. Looking beyond
Europe, the EIU is not revising 2022 forecasts for
growth in the US (3.40%) and China (5.20%); in both
cases, real GDP growth has been strong in recent
months, and current forecasts were already
conservative. However, downward revisions to
Europe's growth outlook will prompt the EIU to revise
down global growth forecast by 0.50%, to about
3.40% (from 3.90% previously). The EIU plans to

Global Oil
In 2022, oil demand growth is expected at 4.20 million
barrels per day (mb/d) unchanged from December
2021, with OECD and non-OECD projected to grow
by 1.8 mb/d and 2.3 mb/d, respectively. In the OECD,
optimism arises from economic growth with the
supportive effects of fiscal and monetary policies
expected to more than offset the negative effects
from Omicron on oil demand. Industrial activities are
also anticipated to accelerate, boosting diesel
demand. Meanwhile, mobility has recovered
substantially
with
domestic,
regional,
and
international flights already showings signs of
recovery.
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Preliminary data indicates that global liquids
production in January 2022 increased by 0.71 mb/d
to average 98.69 mb/d compared with the previous
month. Non-OPEC liquids production (including
OPEC NGLs) is estimated to have increased in
January 2022 by 0.65 mb/d compared with the
previous month to average 70.71 mb/d, higher by 2.3
mb/d y-o-y. Preliminary increases in production of
0.53 mb/d during January 2022 were driven by the
non-OECD, mainly by Russia, Ecuador, and Brazil,
while output in the OECD was up by 0.08 mb/d,
primarily driven by Norway and the UK. The share of
OPEC crude oil in total global production decreased
by 0.1 pp to 28.40% in January 2022 compared with
the previous month. Estimates are based on
preliminary data from direct communication for nonOPEC supply, OPEC NGL’s and non-conventional
oil, while estimates for OPEC crude production are
based on secondary sources.

sharp fall in EUR/US$, models suggest the currency
should be trading somewhat lower at around 1.071.08 given the moves in other market variables.
Although Goldman Sachs analysts noted that
estimates should be approached with caution, the
models suggested that the Euro is relatively strong
against the US Dollar and British Pound.
Currencies are in for a bumpy ride with already
heightened volatility expected to increase over the
next three months in the wake of Russia's invasion of
Ukraine, according to a Reuters poll of analysts who
forecast more pain for the battered Ruble (Russian
currency). That trend is expected to continue in the
near term. Since Russia invaded Ukraine on 24
February 2022, money has been siphoned away from
riskier assets into safer havens, including the US
Dollar, the Japanese Yen, and the Swiss Franc, as
well as currencies linked to commodity markets.
While the Yen and Swiss Franc were expected to be
in demand in the short-term, they were forecast to
weaken marginally against the US Dollar over the 12month horizon as neither currency carries an interest
rate edge.

Crude oil spot prices rebounded in January 2022,
compared to the previous month, as oil futures
markets surged. Crude prices were supported by
strong global oil market fundamentals amid
dissipating fears about the impact of the COVID-19
Omicron variant and geopolitical risks, which raised
concerns about near-term oil supply. The OPEC
Reference Basket increased to US$11.03, or
14.80%, to settle at US$85.41/b in January 2022, its
highest monthly value since September 2014.

Global trade
The United Nations Conference on Trade and
Development’s
(UNCTAD)
Global
Trade
Update published in February 2022, shows that in
2021, world trade in goods remained strong and trade
in services finally returned to its pre-COVID-19 levels.
Overall, the value of global trade reached a record
level of US$28.50 trillion in 2021. That’s an increase
of 25.00% from 2020 and 13.00% higher compared
to 2019, before the COVID-19 pandemic struck.
While most global trade growth took hold during the
first half of 2021, progress continued in the year’s
second half.

Currency Movements
The era of ultra-loose monetary policy is coming to
an end. In 2022 central banks across most advanced
economies will begin to wind down some of their
stimulus measures, and currency movements will be
driven by the pace of monetary tightening, which is
set to diverge across regions. A hawkish turn at the
Fed will support the value of the US Dollar in 2022.
In November 2021, the Fed announced that it will
begin to taper its quantitative easing (QE) program,
and EIU expects it to start raising interest rates in
mid-2022, much sooner than in other major
economies.

After a relatively slow third quarter, trade growth
picked up again in the fourth quarter, when trade in
goods increased by almost US$200.00 billion,
achieving a new record of US$5.80 trillion.
Meanwhile, trade in services rose by US$50.00 billion
to reach US$1.60 trillion, just above pre-pandemic
levels.

According to Goldman Sachs’s analysts, currency
markets have not escaped the steep losses and wild
swings seen across other asset classes in recent
weeks, and strategists are changing their game plans
considering Russia’s invasion of Ukraine. Despite the

Trade growth in 2022 is likely to be lower than
expected, given the macroeconomic trends and the
effects of the Russia-Ukraine conflict. The
International Monetary Fund (IMF) has revised its
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world economic growth forecast downwards by 0.5
points and may be subject to more downward
revisions. This is due to the economic sanctions
place on Russia in response to the Ukraine invasion,
combined with persistent inflation in the United States
and concerns related to China’s real estate sector. It
also points to ongoing logistic disruptions and rising
energy prices, saying that efforts to shorten supply
chains and to diversify suppliers could affect global
trade patterns during 2022.

Fed Chair Jerome Powell stated that policymakers
are also expected to begin shrinking the central
bank's nearly US$9.00 trillion portfolio later in 2022,
a balance sheet that doubled in size as the Fed
purchased Treasury securities and mortgage-backed
securities to shore up markets and nurture the
recovery from the economic ravages of the
coronavirus pandemic (Source: BOE, The Fed,
Financial Times & WSJ).

On trade flows, the report projects the trend of
regionalization to increase because of various trade
agreements and regional initiatives, as well as
increasing reliance of geographically closer
suppliers. Moreover, trade patterns in 2022 are
expected to reflect the increasing global demand for
products that are environmentally sustainable. The
report also flags the record levels of global debt,
warning that concerns over debt sustainability are
likely to intensify due to mounting inflationary
pressures. A significant tightening of financial
conditions would heighten pressure on the most
highly
indebted
governments,
amplifying
vulnerabilities and negatively affecting investments
and international trade flows.

US Fed Rate
US Libor (3 months)
US Libor (6 months)
US Treasury yield (10 years)
BOE Rate
ECB Rate

Interest Rate Movements
US Libor rates increased between February 2022
and January 2022. The 3 months US Libor increased
to close at 0.504% in February 2022 from 0.309% in
January 2022. The US Libor for 6 months also
increased to 0.829% February 2022 from 0.544% in
January 2022. The US Treasury yield (10-year) also
increased to close at 1.840% in February 2022 from
1.790% recorded in January 2022.
The Federal Reserve (the Fed) is expected to raise
its benchmark interest rate by 0.25% to 0.50% in the
March 2022 Fed meeting to curb rising inflation,
which is currently running at a 40-year high of 7.50%.
Additional hikes are likely later in 2022 as some
Bloomberg analysts project inflation may reach
10.00% in 2022, due to the economic impacts of the
war in Ukraine on the global economy. Fed officials
stated that they felt it was time for the US central bank
to begin removing support from an economy that is
growing strongly and where inflation is at its highest
in four decades.
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Feb-22
0.250%
0.504%
0.829%
1.840%
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0.000%

Jan-22
0.250%
0.309%
0.544%
1.790%
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0.000%

Change
Change
Feb-21 1 month 12 months
0.250%
0.000%
0.00%
0.191%
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0.31%
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Malawi’s main foreign currency earner, resulting in
further depreciation. However, rising foreign
investment inflows and export earnings from the
agricultural sector will slow the pace of currency
depreciation, which will help to narrow the foreignexchange shortfall.

OUTLOOK FOR FEBRUARY 2022 AND
BEYOND – MALAWI
Exchange Rates
In the month of February 2022, the Malawi Kwacha
slightly depreciated against the South African Rand
and the Euro but appreciated against British Pound.
The Malawi Kwacha remained unchanged against
the US Dollar and closed at K816.40/US$1 (Source:
RBM).

In the 2022 SONA, the President outlined the need
for foreign exchange reinforcements. Therefore, to
further increase forex earnings from gold, the
government plans to buy approximately 1.50 MT in
gold by 2025. Similarly, the RBM will within the first
half of 2022 commence purchasing gemstones, all of
which will have a positive impact on forex revenue
and foreign exchange. According to the EIU, the
Kwacha is expected to depreciate at an average of
3.00% a year to MK961:US$1 at end-2026 (Source:
EIU & 2022 SONA).

In 2022, the Malawi Kwacha has remained relatively
stable against the US Dollar. However, in line with
expectations, since the beginning of 2021 the
Kwacha has been steadily depreciating against the
US Dollar, reflecting a wide current-account deficit. A
large (albeit declining) current-account deficit will
continue to exert downward pressure on the Kwacha
in 2022. The impact of weather shocks, causing
damage to cash crops may also hamper the foreign
currency earnings in the agricultural sector, which is

POSSIBLE IMPACT: The rate of depreciation of the
Kwacha is expected to moderate in the short to
medium term. However, high demand for foreign
exchange as the import bill rises, coupled with a weak

export base, may continue to exert downward
pressure on the Kwacha, resulting in further
depreciation.

during the first MPC meeting of 2022. Meanwhile the
EIU projected that inflation in 2022 will be driven by
rising global fuel prices and a recovery in demandside pressures tied to accelerating economic growth.
The conflict between Russia and Ukraine is expected
to lead to higher commodities prices which will fuel
global inflation in 2022 and possibly in 2023. The EIU
expects that prices for oil, gas, base metals, and
grains will jump up, leaving oil prices above
US$100/b (barrel) if conflict rages on in Ukraine. This
will likely affect oil prices in Africa including Malawi,
leading to imported inflation. Additionally, the Malawi
Energy Regulatory Authority (MERA) has indicated
that landed costs of Petrol, Diesel and Paraffin have
increased by 16.16%, 24.67%, and 24.71%
respectively, since the establishment of the ruling
maximum pump prices in October 2021. This
qualifies the pump prices for an adjustment; hence
the MERA Board is considering the changes in the
landed costs and other economic factors to
determine appropriate prices of the petroleum
products. Prices of agricultural commodities (wheat,
maize, barley, and rapeseed) are also expected to
soar as the prices of agricultural inputs, mainly
fertilizer are expected to reach record highs due to
supply reductions resulting from economic sanctions

Inflation
The headline inflation rate (year-on-year) for
February 2022 is 13.00% compared to 12.10% in
January 2022 (February 2021: 8.30%). This was
mainly attributed to an increase in both food and nonfood inflation. The rates closed at 15.30% and
10.10% from 14.20% and 9.60% respectively
(Source: NSO).
According to the Reserve Bank of Malawi (RBM),
inflationary pressures are likely to rise throughout
2022, mainly due to seasonal increase in prices of
domestically produced food items, imported inflation,
and the impact of Cyclone Ana. Reflecting these
pressures, the inflation path has shifted upwards
compared to MPC forecasts made in November 2021
s. The annual average headline inflation for 2022 is
now projected at 10.40%, from an earlier forecast of
8.90% and inflation is expected to average 10.50% in
the first quarter of 2022. The RBM expressed that
inflationary pressure remains transitory, hence the
MPC’s decision to maintain the policy rate at 12.0%
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placed on Russia. Disruptions to trade routes are also
expected to increase transportation costs,
exacerbating the supply chain disruptions resulting
from the impact of the COVID-19 pandemic. As a
result, the upside risks to inflation remains high,
globally, and locally.

the capital account) and concessional borrowing
(Source: EIU).
According to the United Nations COMTRADE
database on international trade, Russia has been
importing from Malawi since 2012. In 2020, Russia
imported the highest number of commodities since it
started worth US$64.10 million. The database also
indicated that Ukraine has been exporting to Malawi
since 2013. In 2020, Ukraine’s exports to Malawi
were US$71.89 thousand, however lower than
US$924.01 thousand in 2019 and US$5.56 million in
2013. The conflict between Russia and Ukraine
raises concerns regarding Malawi’s trade relationship
with the two countries. Trade disruptions caused by
the war may lead to an adverse impact on the high
earning sectors in Malawi, such as tobacco and tea.

POSSIBLE IMPACT: Inflation rate is likely to
increase due to a rally in global commodity prices,
especially crude oil, which will affect both food and
non-food inflation in the near term. A persistent rise
in inflation will exert upward pressure on interest
rates which could slow down economic activity in the
real economy.

External Sector
Export earnings are forecast to increase in 2022-26
owing to a gradual recovery in external demand.
Import spending has also been forecast to pick up.
Increased export volumes of agricultural products,
mainly soybeans, tobacco and tea, alongside higher
global tea prices, will keep export earnings on an
upward trajectory. Commencement of marijuana
exports from 2023 will also support export earnings.
A more diversified export basket will also shield
earnings from global price volatility during this period.
The trade deficit will narrow as a proportion of GDP
throughout 2022-26 as export growth outpaces
import spending growth and as economic growth
quickens while work starts on capital projects,
particularly in the energy sector.

POSSIBLE IMPACT: A widening current account
deficit will continue to exert further downward
pressure on the Kwacha versus currencies of
Malawi’s trading partners. Malawi will need to
improve its competitiveness and export base to
improve its trade position.

Monetary Policy
The Monetary Policy Committee (MPC), at its first
meeting of 2022, decided to maintain the Policy rate
at 12.0%; the Liquidity Reserve Requirement (LRR)
ratio on domestic and foreign currency denominated
deposits at 3.75%; and the Lombard rate at 20 basis
points above the Policy rate. In arriving at this
decision, the Committee noted that, although inflation
pressures are mounting, the sources were
considered transitory and likely to dissipate after the
lean period. At the same time, there is need for policy
support to entrench the recovery of the domestic
economy from the COVID-19-induced slowdown.

The services account deficit will remain wide in 2022
and is forecast to moderate only from end 2022 as
services receipts from tourism recover. The deficit on
the primary income balance, which reflects profit
repatriation by the mining sector, is expected to
widen gradually throughout 2022-26 as government
introduces mining sector reforms and as coal mining
picks up in the latter half of the forecast period. The
secondary income surplus will narrow throughout
2022-26 as aid inflows (which surged in 2020-21
owing to pandemic-related support) steadily decline.
Following these trends, the current-account deficit as
a proportion of GDP is forecast to narrow from an
estimated 15.8% in 2021 to 11.1% in 2026, reflecting
both an increase in export earnings and a surge in
nominal GDP. The deficits will be financed primarily
by project-related grants (some of which, in line with
the IMF's International Financial Statistics, appear in

The EIU expects the authorities to maintain an
accommodative stance until mid-2022. Given that
inflation, which is expected to average 10.5% in 2022
remains above the RBM's target of 5% ±2 percentage
points and that the kwacha has been depreciating
steadily, there is little scope for further easing, even
if domestic demand remains weak. The next interest
rate decision by the RBM, at end-2022, is therefore
expected to be upward, with further small rate
increases over 2023-26 as inflationary pressures
build on the back of improved consumer sentiment
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However,
considering
recent
developments,
expected higher prices caused by the conflict
between Russia and Ukraine will also raise concerns
for the central bank of Malawi. The course of
monetary policy accommodation approach may now
be affected by the impact of the Russia-Ukraine
conflict. RBM indicated that the development could
compel central banks to implement monetary policy
tightening measures that could jeopardize economic
recovery plans. According to its January 2022 Market
Intelligence Report, the RBM reported that tightening
of the monetary policy stance in advanced
economies could also develop into a risk of currency
depreciations in emerging and developing
economies, which could fuel inflation pressures.
Domestically, the RBM will continue to monitor both
domestic and global developments and will take
necessary action to mitigate any risks to the inflation
outlook (Source: EIU).

total domestic revenues. Based on the likely outturn
of revenues and expenditure for 2021/2022 fiscal
year, the overall budget deficit is projected at
K825.00 billion, representing 8.00% of the country’s
GDP. The projected likely outturn is higher than the
approved deficit of K723.80 billion. The increase in
deficit was mainly on account of higher than planned
salary adjustments and increased critical expenditure
needs. The deficit is being financed through domestic
borrowing at K690.20 billion and foreign borrowing at
K134.80 billion.
The 2022/2023 proposed national budget overall
balance is now estimated at a deficit of K884.00
billion, which is 7.70% of GDP. The Government
intends to stabilize the debt creation processes and
embark on a downward debt trajectory in the
subsequent national budgets. The deficit will be
financed through foreign borrowing amounting to
K230.07 billion and domestic borrowing amounting to
K653.98 billion. Total revenues and grants for the
2022/2023 fiscal year are estimated at K1.956 trillion
representing 17.20% of GDP, while total expenditure
is projected at K2.840 trillion, representing 24.90% of
GDP. Of the total expenditure, recurrent expenses
are estimated at K2.019 trillion, and development
expenditure is programmed at K820.67 billion. The
large increase in development financing is largely in
line with Government recovery plan under the Social
Economic Recovery Plan (SERP) which outlines the
need for frontloading of project implementation. The
budget has been developed using the Ministries’
projections of real GDP growth rates of 4.10% in 2022
and 4.00% in 2023; average inflation rate of 9.10%
during the 2022 fiscal year; a policy rate of 12.00%;
and tax refunds at 3.00% of total tax collection.

POSSIBLE IMPACT: An accommodative monetary
stance will help support an economic recovery from
the impact of the COVID-19 pandemic but at a risk of
higher inflation.

Fiscal Policy
The 2021/2022 Budget was implemented amidst the
COVID-19 pandemic, which has impeded the global
economy since the beginning of 2020. The pandemic,
which quickly became an economic crisis largely
because of measures adopted to contain the spread
of the virus. However, as restrictions begin to ease
and world demand increases, the global economy
has been on a path to recovery, improving Malawi’s
outlook.
The 2021/2022 fiscal budget will run between July
2021 and March 2022. The shorter than normal fiscal
year was necessitated by Government’s transitioning
to a new financial year which will be from April to
March. The 2021/2022 likely outturn for total
revenues and grants is projected at K1.24 trillion
representing 12.10% of the country's GDP. Of this
amount, domestic revenues are projected to end the
year at K1.10 trillion representing 10.70% of GDP
and 88.80% of total revenues. Grants are projected
at K139.00 billion representing 1.40% of GDP and
11.20% of the total revenues. Tax revenues are
projected at K1.04 trillion or 94.80% of total domestic
revenue while other revenues are estimated to end
the fiscal year at K56.90 billion representing 5.20% of

POSSIBLE IMPACT: The Government has projected
a declining fiscal deficit, however risks to these
projections
include
greater
than
expected
expenditures to rehabilitate infrastructure damage
and social spending on families affected by cyclone
Ana.
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part of the central and southern region. Damage to
infrastructure is also expected to affect economic
growth projections and increase fiscal expenditure.
One of the major costs will be towards the
rehabilitation of the Kapichira hydropower plant which
will require K18.00 billion (US$22.10 million) that was
damaged, and it may take as long as six months to
do the repairs, removing approximately 130.00MW
off the national grid, affecting the cost of production
and load shedding across the country.

Economic Growth
Real GDP Growth Projections
2019

EIU

4.10%

IMF
WORLD BANK
GOVERNMENT
Average Real GDP

4.00%
4.40%
5.10%
4.40%

2021

2022

-1.00% 2.70%

2020

4.00%

0.60%
1.00%
0.90%
0.38%

2.20%
2.40%
3.90%
2.80%

3.00%
5.30%
4.10%
4.10%

Various institutions have revised their projections for
Malawi’s economy. Based on these projections, the
economy will grow by an estimated average of 3.43%
in 2022. The government’s 2022 projection of GDP
growth is rather optimistic at 4.10% compared to
projections of other institutions which have
maintained their projections within the same range
(EIU: 3.10%, IMF: 3.50%, World Bank: 3.00%). This
projection has been necessitated by account of
economic recovery measures being implemented by
Government as contained in the Socio-Economic
Recovery Plan (SERP) and the normalization of
global supply chains. Growth across the broader
spectrum of the economy including mining and
quarrying,
manufacturing,
transportation,
construction, and wholesale and retail trade sectors
will further prop up GDP growth prospects in 2022 as
the economy becomes more resilient to COVID-19
following implementation of economic recovery
measures.

According to the Ministry of Agriculture, maize
production in the first-round of 2021/22 agriculture
season is projected to drop by 14.0%. The Ministry
also stated that there will be a 6.00% and 3.00%
decrease in rice and beans production respectively.
However, these estimates did not consider the impact
of Tropical Storm Ana, which hit 18 out of the
country’s 28 districts, prolonged dry spells, fall army
worms, the late onset of rains and some farmers’
failure to access the Affordable Inputs Program top
dressing fertilizers. This raises further concerns over
the country’s agricultural output and food security.
President Chakwera declared the impact of the
cyclone a State of National Disaster and since then
foreign aid has been pouring in from development
partners to assist the humanitarian effort. President
Lazarus Chakwera announced in his State of the
Nation Address 2022 (SONA) that the victims of the
storm will be the top priority in the 2022/23 National
Budget. The full cost of the damage caused by
cyclone Ana has not fully been assessed yet,
however both the damage to infrastructure and the
human cost are expected to be high. One of the main
fears is the potential for water borne diseases
resulting from the floods in the areas affected.

In January 2022, southern and central parts of
Malawi experienced torrential rainfall from Tropical
Storm Ana, leading to widespread flooding. Initial
reports indicate the impact was reportedly highest in
the southern region. Further, field assessments show
that many areas were inaccessible due to
floodwaters, destroyed road networks, and
governance system disruptions caused by the
tropical storm. Overall, the damage to infrastructure,
cropland, and disruption to livelihoods will likely
negatively affect poor households in southern
Malawi.

Malawi’s economic outlook continues to face
considerable downside risks. The risks include the
global impact of the war between Ukraine and
Russia, the COVID-19 pandemic, a weak export
base, weather shocks including Cyclone Ana and
fiscal slippages, high population growth, and food
shortages. Further risks stem from the persistent
fiscal deficit and structural current-account deficit,
particularly as the government is dependent on
volatile aid inflows from foreign donors to cover its
financing needs.

Malawi may face faster rising food prices and
downward revisions in the economic growth forecast
after at least 77,532 hectares of crucial crops were
washed away by cyclone Ana. The destruction of the
crops could increase concerns about food insecurity
and lower export proceeds in Malawi after late rainfall
had already delayed the planting season in a large

POSSIBLE IMPACT: The COVID-19 pandemic will
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continue to hamper growth and affect the livelihoods
of Malawians as sectors of the economy struggle to
recover. There is however optimism that measures
implemented by the Government as contained in the
SERP will aid economic recovery efforts.
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ECONOMIC RISKS
ECONOMIC RISK

IMPACT ON ECONOMY

MITIGATING MEASURES

Coronavirus Pandemic

1. Unbudgeted government expenditure putting
fiscal pressure on the government’s budget.
2. Increases in commodity and service prices
e.g. transportation.
3. Loss of human capital as result of death and
illness.
4. Disruptions in supply chains.
5. Rising income inequality.
6. Rising unemployment especially in tourism
sector.

1. Sensitising people on the
dangers of the virus and practice
social distancing and wearing
masks.

Increase in government debt

1. Creates a future obligation for government
which may keep the budget deficit large.
2. Crowds out the private sector, reducing the
expansion of the private sector as funds are
not available.

1. Tighten fiscal policy by reducing
government expenditure.
2. Increase government revenue
base to finance debt.
3. Ensure tax compliance

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 and investment.

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. Deferment of development by investors due
to lack of infrastructure

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.
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.
2. Civic education on family
planning methods

Global tobacco lobby (antismoking)
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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, hence 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.
2. Diversify away from agricultural
production, focus more on value
added goods, manufacturing,
and service sector products.

Agriculture

7. Adverse weather shocks exacerbated by
climate change
8. Pest infestation, damaging crops
9. Animal diseases infiltrating Malawi’s livestock

3. Improved
seed
quality,
diversification, and availability of
safe pesticides.
4. Ensure sustainable farming
practices.
5. Increased
Climate
change
awareness on a Global scale.
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APPENDIX
Appendix 1: Selected economic indicators for Malawi (RBM, MSE, MERA, NSO)
Feb-21

Mar-21

Apr-21

May-21

Jun-21

Jul-21

Aug-21

Sep-21

Oct-21

Nov-21

Dec-21

Jan-22

Feb-22

780.13
1,087.27
52.08
948.17

784.10
1,077.67
52.58
919.20

792.08
1,104.32
55.33
959.37

796.89
1,128.49
57.80
970.08

805.59
1,115.50
56.46
958.90

812.51
1,132.48
55.58
964.77

812.51
1,120.69
55.70
961.04

815.50
1,096.27
53.89
945.81

815.50
1,124.41
53.83
951.60

816.40
1,087.28
50.38
923.59

816.40
1,102.14
51.35
924.25

816.40
1,095.94
52.49
911.51

816.40
1,090.96
53.31
911.59

483.38
340.50
823.88
3.94

410.16
342.58
752.74
3.60

604.50
389.47
993.97
3.98

521.87
386.05
907.92
3.63

405.66
384.75
790.41
3.16

389.26
404.81
794.41
3.18

429.17
425.52
854.69
3.42

399.98
424.49
824.47
3.30

385.40
407.22
792.62
3..17

8.30
10.30
6.30

9.40
11.70
6.90

8.40
9.70
7.20

8.90
10.20
7.20

9.80
11.80
7.80

11.10
12.80
9.50

11.50
13.60
9.50

12.10
14.20
9.60

13.00
15.30
10.10

Monetary Policy Rate
Average Interbank Rate
Average Base Lending Rates

12.00%
10.65%
11.90%

12.00%
11.38%
12.10%

12.00%
11.96%
12.20%

12.00%
11.98%
12.20%

12.00%
11.98%
12.20%

12.00%
11.98%
12.20%

12.00%
11.98%
12.20%

12.00%
11.79%
12.20%

12.00%
11.70%
12.20%

91 day Treasury Bill Yield
182 day Treasury Bill yield
364 day Treasury Bill yield

9.95%
12.57%
13.60%

9.95%
12.80%
13.77%

9.60%
12.98%
14.07%

9.34%
12.98%
14.20%

9.60%
12.80%
14.20%

9.60%
12.80%
14.22%

9.69%
13.00%
14.47%

9.70%
13.00%
14.84%

9.70%
13.00%
15.00%

33,009.75
28,108.19
1,614.45

32,562.96
27,710.72
1,614.33

38,945.62
31,929.22
3,479.97

41,550.15
34,266.54
3,454.70

41,458.37
34,188.36
3,450.25

41,565.98
34,284.11
3,450.24

45,367.68
34,284.11
3,450.24

44,501.63
36,322.34
4,183.22

45,472.09
37,186.63
4,182.23

834.60
826.40
613.20

834.60
826.40
613.20

834.60
826.40
613.20

1,150.00
1,120.00
833.20

1,150.00
1,120.00
833.20

1,150.00
1,120.00
833.20

1,150.00
1,120.00
833.20

1,150.00
1,120.00
833.20

1,150.00
1,120.00
833.20

MK : US$
MK : GBP
MK : ZAR
MK : EUR
Gross Official Reserves (US$'mn)
Private Sector Reserves (US$'mn)
Total Reserves (US$'mn)
Total Import Cover (months)
Headline Inflation
Food
Non Food

MASI
DSI
FSI
Petrol
Diesel
Paraffin

Forex reserves (Source: RBM)
414.40
424.99
404.18
369.64
388.78
405.79
784.05
813.77
809.97
3.14
3.26
3.24
Inflation (NSO)
9.40
8.90
9.10
8.70
11.70
11.00
11.10
10.30
6.90
7.10
7.20
7.20
Interbank Rates (Source: RBM)
12.00%
12.00%
12.00%
12.00%
11.72%
11.92%
11.94%
11.97%
12.20%
12.20%
12.20%
12.20%
Treasury Bill Yields (Source: RBM)
9.88%
9.96%
9.59%
9.37%
12.77%
12.80%
12.81%
12.95%
13.79%
13.85%
13.81%
13.90%
Stock Market Indices (Point) (Source: MSE)
392.01
392.61
784.62
3.76

33,380.63
22,676.89
28,257.89
28,376.03
1,844.72 2.030.51

834.60
826.40
613.20

35,144.56
28,739.26
3,234.45

36,496.03
29,749.56
3,479.97

Fuel Prices per Litre (Source: MERA)
834.60
834.60
834.60
826.40
826.40
826.40
613.20
613.20
613.20

Appendix 2: Selected economic indicators for Tanzania, Uganda, Zambia, and
Mozambique
Feb-21

Mar-21

Apr-21

May-21

Exchange rate
US$
GBP
ZAR
EUR
Inflation %

2,298.53
3,254.96
156.32
2,807.20
3.30

2,298.52
3,159.90
153.84
2,698.01
3.20

2,318.48
3,197.30
160.83
2,811.64
3.30

Exchange rate
US$
GBP
EUR
Inflation %
Central Bank Rate %

3,665.78
5,169.62
4,443.91
3.80
7.00

3,662.30
5,043.80
4,308.08
4.10
7.00

Exchange rate
US$
GBP
ZAR
Inflation %
Central Bank Rate %

21.80
30.39
1.46
22.20
8.50

US$
ZAR
EUR
Inflation%

73.57
4.94
87.69
5.10

Jun-21
TANZANIA

Jul-21

Aug-21

Sep-21

Oct-21

Nov-21

Dec-21

Jan-22

Feb-22

2,298.59
3,254.70
166.21
2,791.87
3.30

2,298.93 2,299.23
3,179.43 3,209.15
160.10
157.74
2,732.97 2,730.57
3.60
3.80
UGANDA

2,299.49
3,164.56
157.15
2,713.40
3.80

2,297.27
3,092.82
152.13
2,674.71
4.00

2,296.90
3,098.00
152.37
2,668.37
4.00

2,294.20
3,061.03
141.25
2,294.96
4.10

2,297.81
3,104.45
144.63
2,606.29
4.20

2,298.11
3,074.52
147.00
2,558.94
4.00

2,298.53
3,254.96
159.43
2,807.20
4.20

3,543.28
4,975.68
4,286.50
2.10
7.00

3,543.28
4,975.68
4.286.50
2.10
7.00

3,554.07 3,555.04
4,934.84 4,931.39
4,246.59 4,194.74
2.00
2.10
7.00
6.50
ZAMBIA

3,535.04
4,848.50
4,154.96
1.90
6.50

3,539.09
4,790.97
4,131.55
2.20
6.50

3,555.52
4,906.97
1.90
6.50

3,569.09
4,759.42
4,039.72
2.60
6.50

3549.3
4786.65
4028.26
2.90
6.50

3509.96
4700.00
3913.44
2.70
6.50

3538.96
4697.94
3931.74
3.20
6.50

22.09
30.40
1.50
22.80
8.50

22.45
30.91
1.55
22.70
8.50

22.45
31.91
1.64
23.20
8.50

19.21
26.79
1.32
24.60
8.50

15.94
21.93
1.09
24.40
8.50

16.78
22.60
1.11
24.10
8.50

17.26
23.74
1.13
20.07
8.50

17.83
23.78
1.12
19.30
9.00

16.69
29.12
1.04
16.40
9.00

18.05
24.22
1.16
15.10
9.00

17.76
23.81
1.15
14.20
9.00

55.61
3.90
67.10
5.76

59.18
4.22
72.10
5.19

62.99
4.57
76.29
5.49

63.63
4.36
75.51
5.48

63.83
4.29
74.72
5.61

63.83
4.41
74.30
6.04

63.83
4.05
71.95
6.42

63.83
4.06
72.12
6.80

63.83
4.20
72.28
6.70

63.83
4.22
72.56
7.80

63.83
4.33
70.18
6.84

22.64
31.31
1.59
24.60
8.50
Mozambique
63.47
4.44
75.26
5.52

4,152.67

(Source: Bank of Zambia, Bank of Tanzania, Bank of Mozambique, Bank of Uganda)
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Appendix 3: Budget Framework (Source: Ministry of Finance)
2019/2020
(Revised)

2020/2021
(Proposed)

Total Revenues

1,527

1,435

1,524

1,271

1,240

1,956

Domestic revenues
Grants
Budgetary support
Earmarked grants
Total Expenditure
Reccurent expenditure
Wages & Salaries
Interest on debt
Investment Expenditure
Deficit/Surplus
Deficit as a % of Revenue

1,352
175

1,179
256

1,186
338

1,101
170

1,101
139

1,636
320

1,842
1,371
466
244
471
(315)
-21%

2,190
1,679
524
376
511
(755)
-53%

2,335
1,719
542
376
616
(811)
-53%

1,990
1,419
436
300
571
(719)
-57%

2,065
1,525
439
300
540
(825)
-67%

2,840
2,019
670
524
821
(883)
-45%

K'Billion

2020/2021 2021/2022
(Revised) (Proposed)

2021/2022
(Revised)

2022/2023
(Proposed)

National Budget
3,000

Kwacha Billions

2,500
2,000
1,500
1,000
500
Total Revenues
Total Expenditures

2020/2021
(Proposed)
1,435

2020/2021
(Revised)
1,524

2021/2022
(Proposed)
1,271

2021/2022
(Revised)
1,240

2022/2023
(Proposed)
1,956

2,190

2,334

1,990

2,065

2,840
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Appendix 4: Central Government Budgetary Operations in billions of Kwacha
(Source: RBM)
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Appendix 5: Malawi selected Economic indicators (Source: RBM)
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Appendix 6: Monthly Trends—Malawi (Source: EIU)
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Appendix 7: Contribution to GDP by sector (Source: NSO, RBM)

Appendix 8: Malawi Economic growth Projections (Source: EIU)
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Appendix 9: Global Projections (Source: IMF)
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Appendix 10: Seasonal calendar for a typical year (Source: Fews NET)

Appendix 11: Food Insecurity Phase Descriptions (Source: Fews NET)

29

FEBRUARY ECONOMIC REPORT-2022

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: TS001/21

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
Emailinvest@nicoassetmanagers.com Website: www.nicoassetmanagers.com
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