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EXECUTIVE SUMMARY 

Economic Outlook — Malawi 

 
During the month of June 2022, using the RBM 

middle rates, the Malawi Kwacha appreciated against 

the British Pound, Euro and South African Rand. The 

Malawi Kwacha appreciated against the British 

Pound (3.00%), Euro (2.10%), South African Rand 

(3.94%). The Kwacha depreciated against the US 

Dollar by 0.47% and closed the month at 

K1026.43/US$1. Owing to a chronic current-account 

deficit, the Kwacha regularly comes under pressure 

which has been exacerbated by high global 

commodity prices. Due to the chronic balance of 

payments imbalances, foreign reserves have 

continued to decline. As a result, the foreign 

exchange position could no longer be supported 

emphasizing the need for a return to market 

determined foreign exchange regime. 

 
Malawi's economy is expected to record modest 

growth between 2022-26, although significant 

challenges persist, including weather shocks that 

affect the country's rain-fed agriculture sector, limited 

concessional financing and a poor business 

environment that erodes investor confidence. In view 

of slowing global growth, the shock to commodity 

prices posed by the Russia-Ukraine war and a large 

rise in local interest rates in the face of soaring 

inflation have caused significant downward revisions 

to GDP growth by various institutions. 

 

The Russia-Ukraine conflict has impacted the 

economy through both direct price effects and 

implications on downstream activities. Instability in 

global commodity markets is resulting in higher prices 

for fuel and fertilizer, further constraining foreign 

currency reserves and exerting downward pressure 

on the exchange rate. Global commodity prices, 

which were already elevated from pandemic-induced 

supply chain disruptions and increased global 

demand, are also rising due to the conflict. Due to the 

weather-related shocks affecting agricultural 

productivity and incomes, the share of the population 

below the international US$1.90 poverty line is 

projected to stagnate around 74.00% in 2022 and 

2023. 

 

Downside risks to the growth prospects of Malawi 

include impact of the cyclone Ana and cyclone 

Batsirai which hit the southern part of the country; 

delayed and early cessation of rains; intermittent 

electricity power supply; spill-over effects of the 

ongoing Russia-Ukraine war; global supply-chain 

disruptions; and the resurgence of new waves of the 

COVID-19 pandemic. 

 

Key Economic Risks – Malawi 

1. Russia-Ukraine conflict spill-over effects – Supply chain disruptions and higher global interest rates 

leading to higher commodity prices and reduced fiscal space in the economy. 

2. Persistently weak export base - Affects the Kwacha’s stability against the major currencies due to a 

widening trade deficit. 

3. 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. 

4. High government debt levels - Create a future obligation for the government to repay the debt plus 

interest. 

5. Climate change – Changes in weather patterns and extreme weather conditions, impacting 

infrastructure development, livelihoods, and agricultural production. 

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

activities. 
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ECONOMIC OVERVIEW        

 

Inflation (Source: NSO) 
The headline inflation for the first half of 2022 

averaged 16.25% an increase from an average of 

8.77% recorded in the corresponding period in 2021. 

Average food inflation for the first half of 2022 was 

20.47% an increase from an average of 10.88% 

recorded in the corresponding period in 2021. The 

non-food inflation increased to an average of 12.30% 

in the first half of 2022 from an average of 6.68% 

recorded in the corresponding period in 2021. 

 

The headline inflation rate for June 2022 increased to 

23.50% as compared to 11.50% in December 2021 

(June 2021: 9.10%). Food and non-food inflation for 

June 2022 were 31.20% and 16.60% respectively. 

  

 
 

Government Securities (Source: RBM) 
Treasury bill yields on all tenors increased as at June 

2022 compared to that recorded in June 2021. The 

average yield for all type Treasury bill increased to an 

average of 14.07% in June 2022 from an average of 

12.09% in June 2021. 

 

 

Total Treasury bill applications for the month of June 

2022 stood at K50.59 billion and K46.18 billion was 

allotted representing a 9.54% rejection rate. In 

December 2021, total treasury bill applications stood 

at K24.66 billion and K24.66 billion was allotted 

representing a nil rejection rate. The 364 days paper 

accounted for the highest subscription rate for the 

month of June 2022 at 71.43%, followed by the 182 

days paper at 27.66% and the 91 days paper at 

0.91%.  

 

During the first half of 2022, the government 

conducted several treasury notes auctions. They 

included a 2-year, 3-year, 5-year, 7 year and 10-year 

treasury notes as presented below: 

 

Foreign Currency Market (Source: RBM) 
During the first half of 2022, the Malawi Kwacha 

depreciated against all major currencies. The Kwacha 

closed the period at K1,026.43/US$ from 

K816.40/US$ in December 2021, representing a 

depreciation of 25.73%. 

 

 
 

The official forex reserves for June 2022 decreased to 

US$415.73 million (1.66 months’ worth of import 

cover) from US$429.17 million (1.72 months of import 

cover) in December 2021. 

Private sector reserves decreased to US$401.60 

million (1.61 months of import cover) in June 2022 

from US$425.52 million (1.70 months of import cover) 

in December 2021.  

As at 30 June 2022, total forex reserves stood at 

US$817.33 million (3.27 months of import cover) a 

decrease from US$854.69 million (3.42 months of 

import cover) registered at the end of December 2021 

(June 2021: US$813.77, 3.26 months of import cover). 

 

 

 

 

Jun-22 Dec-21 Jun-21

%Change 

(6 Months)

%Change 

(12 Months)

Headline  

inflation 23.50% 11.50% 9.10% 12.00% 2.40%
Food 31.20% 13.60% 11.10% 17.60% 2.50%

Non-food 16.60% 9.50% 7.20% 7.10% 2.30%

91 days 9.75% 9.69% 9.59% 0.06% 0.16%

182 days 15.00% 13.00% 12.81% 2.00% 2.19%

364days 17.47% 14.47% 13.87% 3.00% 3.60%

All Type 14.07% 12.39% 12.09% 1.69% 1.98%

Change  12 

MonthsTenor Jun-22 Dec-21 Jun-21

Change        

1 Month

TENOR (Years) Applied (K'bn)Allotted (K'bn) Average Yield
2 Years 267.32 244.42 17.48%

3 Years 204.53 200.28 18.83%
5 Years 131.33 130.51 22.63%
7 Years 22.15 21.72 22.11%

10 Years 31.09 16.37 25.15%
TOTAL 656.42 613.30

CURRENCY Jun-22 Dec-21 Jun-21

%                   

Movement

6 month

%      

Movement

12 months

MK/USD 1,026.43  816.40       805.59     -25.73% -27.41%

MK/GBP 1,232.13  1,102.14    1,115.50  -11.79% -10.46%

MK/ZAR 61.31       51.35         56.40       -19.39% -8.70%

MK/EUR 1,042.24  924.25       958.90     -12.77% -8.69%
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Interbank Markets and Interest Rates 

(Source: RBM, BAM) 
Liquidity levels in June 2022 decreased to a daily 

average of K11.54 billion from K17.59 billion in 

December 2021 (June 2021: K18.07 billion). Access 

to the Lombard facility (discount window borrowing) 

during the month under review averaged K31.04 

billion a day. This was at an average rate of 14.20% 

and an average of K95.94 billion was accessed on the 

Lombard Facility during the month of December 2021 

at an average rate of 12.20% (June 2021: K14.47 

billion at 12.20%). 

In June 2022, the overnight borrowing between banks 

decreased to a daily average of K11.05 billion. This  

 

was at an average rate of 12.48% and an average of 

K10.36 billion per day was accessed in December 

2021 at an average rate of 11.98% (June 2021: 

K10.29 billion at 11.94%). 

 

Stock Market (Source: MSE) 
The stock market has been bullish in the first half of 

2022, with the Malawi All Share Index (MASI) 

increasing by 9.32% to close at 49,596.14 points from 

45,367.68 points in December 2021. 

 

The volume of shares traded in June 2022 decreased 

to 166.08 million from 672.65 million traded in the 

corresponding period in 2021. The traded value on the 

shares in June 2022 increased to K11.98 billion (US$ 

14.26 million from K16.99 billion (US$21.27 million) 
registered in the corresponding period in 2021. 

 

The year on year return for the MASI, DSI and FSI 

increased by 9.32%, 5.26% and 54.83% respectively. 

The dividend yield for June 2022 increased to 3.97% 

from 3.25% in December 2021 (June 2020: 3.59%).

 

 

Jun-22 Dec-21 Jun-21

 (US$  (US$  (US$ 

Official Reserves 415.73 429.17  424.99   -3.13% -2.18%

Private Sector 401.60 425.52  388.78   -5.62% 3.30%

    Total 817.33 854.69  813.77   -4.37% 0.44%

Gross Official 1.66 1.72 1.66 -3.49% 0.00%

Private Sector 1.61 1.7 1.48 -5.29% 8.78%

    Total 3.27 3.42 3.14 -4.39% 4.14%

 

% 6 

month 

% 12 

months 

Import Cover (Months)

MK/Share MK/Share MK/Share % %

AIRTEL 48.67 40.00 32.53                  21.68% 49.62%

BHL 11.01 11.01 11.00                  0.00% 0.09%

FMBCH 127.98 80.00 59.82 59.98% 113.94%

FDHB 13.99 15.81 16.00 -11.51% -12.56%

ICON 12.00 12.89 12.13                  -6.90% -1.07%

ILLOVO 305.53 300.00 104.72                1.84% 191.76%

MPICO 20.70 20.70 16.00                  0.00% 29.38%

NBM 1000.25 810.12 650.08                23.47% 53.87%

NBS 22.77 22.90 26.40                  -0.57% -13.75%

NICO 46.75 55.00 55.00                  -15.00% -15.00%

NITL 110.03 94.98 94.94                  15.85% 15.89%

OMU 1,600.00                2,099.99              2,190.00             -23.81% -26.94%

PCL 1,900.00                1,900.00              1,199.94             0.00% 58.34%

STANDARD 1,600.03                1,400.00              1,200.15             14.29% 33.32%

SUNBIRD 80.01 90.01 90.00                  -11.11% -11.10%

TNM 14.00 22.92 16.00                  -38.92% -12.50%

MASI 49,596.14              45,367.68            35,144.56            9.32% 41.12%

DSI 39,011.21              37,061.70            28,739.26            5.26% 35.74%

FSI 6,538.52                4,223.15              3,234.45             54.83% 102.15%

Counter Jun-22 Dec-21 Jun-21

Change  (6 

months)

Change   (12 

months)
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Below is a presentation of the published 2021 and 2020 end year financials for the respective companies. 

Period Aug-21 Aug-20 % Change Aug-21 Aug-20 % Change

ILLOVO 20.47        2.74          647.08% 10.00 2.00 400.00%

Period Dec-21 Dec-20 % Change Dec-21 Dec-20 % Change

AIRTEL 32.34        22.09 46.40% 2.95 2.10 40.48%

ICON 8.72          8.79 -0.80% 0.24 0.23 4.35%

MPICO 6.42          4.34 47.93% 0.31 0.28 10.71%

STANDARD 24.77        23.74 4.34% 49.86 23.43 112.80%

NBM 34.21        22.45 52.38% 49.26 27.84 76.94%

NICO 18.30        18.60 -1.61% 3.25 2.30 41.30%

NITL 4.67          1.48 215.54% 2.85 1.30 119.23%

FDH BANK 11.66        13.99 -16.65% 1.05 0.43 144.19%

TNM 9.69          7.73 25.36% 0.43 0.40 7.50%

NBS BANK 7.69          7.05 9.08% 1.35 1.15 17.39%

SUNBIRD 0.75          (1.18)        163.47% 0.00 0.00 0.00%

BHL (751.84)     (477.08)     -57.59% 0.00 0.00 0.00%

PCL 45.13        19.97 125.95% 34.00 31.00 9.68%

OMU 6.66          (5.10)        230.67% 0.51 0.35 45.71%

FMBCH 40.45        21.28        90.08% 0.18 0.00 100.00%

TNM

NITL

FMBCH

NBM

NICO

Sunbird

ICON

Airtel

STANDARD

 Expects its half year ending 30 June 2021 profit after tax to  be between 20% to 25% 

lower than the previous corresponding period  

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 70% 

higher than the previous corresponding period  

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 30% 

higher than the previous corresponding period  

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 35% 

higher than the previous corresponding period  

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 150% 

higher than the previous corresponding period  

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 20% 

higher than the previous corresponding period  

Net Profit/(Loss) (US$' million) Total Dividend (Per Share) (US$)

TRADING STATEMENT

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 25% 

higher than the previous corresponding period  

 Published Financials for 2021 and 2020

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

Total Dividend (Per Share) (ZAR)

 Expects its half year ending 30 June 2021 profit after tax to  be approximately 22% 

higher than the previous corresponding period  

Net Profit/(Loss) (ZAR' billion)

 Expects its half year ending 30 June 2021 profit after tax will differ 130% lower than the 

previous corresponding period  
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OTHER MARKET DEVELOPMENTS 

 

Tobacco Markets Update (Source: AHL)  
The current tobacco market trends indicated that 

tobacco supplies were consistently declining on the 

market. The trend, if persistent, is expected to result 

in a trade deficit from this year’s trade requirement. 

 

The cumulative average price of all the tobacco types 

went up by 27.44% in the current season compared 

to the prices that prevailed over the same period in 

2021. After 14 weeks since the opening of the 

tobacco season, the average price peaked at 

US$2.09/kg in 2022 compared to US$1.64/kg 

recorded over the same period in 2021. A total 

volume of 67.7 million kgs of all tobacco types valued 

at US$141.60 million have been sold by the end of 11 

weeks in 2022 compared to 108 million kgs sold at a 

total consideration of US$176.80 million during the 

same period in 2021. 

 

Food Security Update (Source: 

FEWSNET) 
Recent evidence from multiple sources indicates that 

crop production in Malawi is likely below last year and 

the five-year average. Southern Malawi is estimated 

to have the most significant decrease, with maize 

production estimated to be 30% to 50% below the 

five-year average. As a result, poor households’ food 

stocks in southern Malawi are expected to last until 

August compared to October in a typical year, leading 

to an increased reliance on markets and access to 

income to meet food needs through March 2023. 

 

 The price of maize staples continues to be 

significantly above the same period last year and the 

five-year average, driven by below-average harvest, 

high fuel and transportation costs, and inflationary 

pressure. According to FEWS NET price data, in 

nearly all monitored markets, the price of maize 

staples in May 2022 ranged from K184 to K250. 

Compared to the same period last year, prices were 

higher by 31% to 214% and between 47% to 207% 

higher than the five-year average. Prices are 

expected to remain significantly above five-year 

averages through January 2023, further limiting 

household financial access to food. 

 

Current food security outcomes in Malawi reflect 

regional dynamics and drivers. In southern Malawi, 

widespread disruption to livelihoods and household 

income, a significant reduction in crop production, 

and high food prices are driving unseasonal food 

consumption gaps and livelihood coping for poor rural 

households, resulting in Stressed (IPC Phase 2) 

acute food insecurity outcomes, despite an ongoing 

harvest. In the lower shire livelihood zone, very poor 

households face Crisis (IPC Phase 3) acute food 

insecurity outcomes, indicated by large consumption 

gaps and atypical reliance on livelihood coping to 

generate income to purchase food. However, by 

January 2023, Stressed (IPC Phase 2) households in 

southern Malawi will likely transition to Crisis (IPC 

Phase 3) acute food insecurity outcomes, as high 

prices and below-average agriculture income 

exacerbate as lean season dynamics. 

 

 In central and northern Malawi, Minimal (IPC Phase 

1) food insecurity outcomes for most rural 

households are expected from June to September 

2022, given ongoing harvest and minimal reliance on 

markets. However, a portion of market-reliant very 

poor households are expected to face Stressed (IPC 

Phase 2) food insecurity outcomes from October 

2022 to January 2023. 
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REGIONAL MARKET DEVELOPMENT

Sub-Saharan Africa (SSA)

The Russian invasion of Ukraine has triggered a 

global economic shock that is hitting the region at a 

time when countries’ policy space to respond is 

minimal to nonexistent. Most notably, surging oil and 

food prices are straining the external and fiscal 

balances of commodity-importing countries and have 

increased food security concerns in many countries. 

High food prices will disproportionately harm the most 

vulnerable segments of the population, especially in 

urban areas.  

Moreover, the shock threatens to compound some of 

the region’s most pressing policy challenges, 

including the COVID-19 pandemic’s social and 

economic legacy, climate change, heightened 

security risks in the Sahel, and the ongoing tightening 

of monetary policy in the United States. Because of 

this, the growth momentum for the region has 

weakened. The International Monetary Fund (IMF) in 

its April 2022 Regional Economic Outlook report has 

projected that economic activity for Sub-Saharan 

Africa is expected to expand by 3.8% in 2022, held 

down by weaker growth prospects in oil-importing 

countries. 

 Zambia 

Zambia’s headline inflation for the month of June 

2022 decreased to 9.70% from 10.20% recorded in 

May 2022. The Zambian Kwacha closed at 

ZWK16.96/US$ in June 2022 compared to 

ZWK17.28/US$ recorded in May 2022. According to 

IMF April 2022 Regional Economic Outlook, 

economic growth in 2022 is projected to average 

3.10% and 3.60% in 2023.   

Zimbabwe 

In April 2022, the headline inflation for Zimbabwe 

increased to 191% compared to 130% recorded in 

March 2022. The local currency closed at 

ZWL$366.27/US$ compared to ZWL$290.89/US$ 

recorded in May 2022.The International Monetary 

Fund (IMF) has projected that economic growth will 

average 3.50% in 2022 and 3.00% in 2023. 

Tanzania 

Annual headline inflation rate for the month of June 

2022 has increased to 4.40% from 4.00% recorded in 

May 2022. During the month of June, the Tanzanian 

Shilling slightly depreciated against the US Dollar and 

closed at TZS2,304.20/US$ compared to 

TZS2,298.58/US$ recorded in May 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 intra-

regional trade, mining and quarrying activities, 

manufacturing, agriculture, and private sector 

investment.   

Uganda 

The headline inflation rate for Uganda for June 2022 

increased to 6.80% from 6.30% in May 2022. The 

Ugandan Shilling appreciated against the US Dollar 

in June 2022 and closed at UGX3,759.35/US$ 

compared to UGX3,782.43/US$ recorded in May 

2022. Uganda’s growth is expected to be between 

3.50% and 4.00% in 2022. Growth recovery is strong 

due to the full reopening of the economy, but the pace 

of growth is expected to weaken as global supply 

disruptions could worsen and commodity prices 

increase. 

South Africa 

The annual consumer price inflation for South Africa 

was 6.50% in May 2022 registered at 5.90% in April 

2022. The South African Rand closed at 

ZAR16.13/US$ in June 2022 against ZAR15.55/US$ 

in May 2022. The Reserve Bank of South Africa has 

forecast that the South African economy is expected 

to grow by 1.70% in 2022, revised down from 2.00% 

at the time of the March 2022 meeting. This is due to 

a combination of short-term factors, including the 

flooding in Kwa-Zulu Natal and the continued 

electricity supply constraint.
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GLOBAL DEVELOPMENTS 

 

Economic Growth 

Just over two years after COVID-19 caused the 

deepest global recession since World War II, the 

world economy is again in danger. This time it is 

facing high inflation and slow growth at the same 

time. Even if a global recession is averted, the pain of 

stagflation could persist for several years unless 

major supply increases are set in motion. Amid the 

war in Ukraine, surging inflation, and rising interest 

rates, global economic growth is expected to slump 

in 2022. Several years of above-average inflation and 

below-average growth are now likely, with potentially 

destabilizing consequences for low and middle-

income economies. It’s a phenomenon stagflation, 

that the world has not seen since the 1970s. 

 

The World Bank forecasts reflect a sizable 

downgrade to the global outlook. Global growth is 

expected to slow sharply from 5.70% in 2021 to 

2.90% this year. This also reflects a nearly one-third 

cut to the January 2022 forecast for this year of 

4.10%. The surge in energy and food prices, along 

with the supply and trade disruptions triggered by the 

war in Ukraine and the necessary interest rate 

normalization now underway, account for most of the 

downgrade. COVID-19 already dealt a major setback 

to income growth and poverty reduction in developing 

economies. The fallout from the war in Ukraine 

compounds the challenges for many of them. They 

are expected to grow 3.40% in 2022, barely half the 

rate in 2021 and well below the average from 2011 

through 2019. Middle-income countries will see a 

sharp downgrade to growth in 2022, losing 1.30 

percentage points relative to the January forecast. 

 

For many countries, a recession will be hard to avoid. 

With the supply of natural gas constrained, especially 

for use in fertilizer and electricity grids in poorer 

countries, announcements of major production 

increases worldwide will be essential for breaking out 

of stagflation and restoring noninflationary growth. 

The interest rate increases that were required to 

control inflation at the end of the 1970s were so steep 

that they touched off a global recession, along with a 

string of debt crises in developing economies, 

ushering in a “lost decade” in some of them. The 

danger of stagflation is considerable today. Between 

2021 and 2024, global growth is projected to have 

slowed by 2.70 percentage points, more than twice 

the deceleration between 1976 and 1979. Subdued 

growth will likely persist throughout the decade 

because of weak investment in most of the world. 

With inflation now running at multidecade highs in 

many countries and supply expected to grow slowly, 

there is a risk that inflation will remain higher for 

longer than currently anticipated.  

 

External public debt in developing economies is at 

record levels today. Most of it is owed to private 

creditors, and much of it involves variable interest 

rates that could spike suddenly. As global financing 

conditions tighten and currencies depreciate, debt 

distress previously confined to low-income 

economies is spreading to middle-income countries. 

The removal of monetary accommodation in the 

United States and other advanced economies, along 

with the ensuing increase in global borrowing costs, 

represents another significant headwind for the 

developing world. 

 

Global Oil  

For 2022, world oil demand growth is broadly 

unchanged to stand at 3.40 mb/d. Within the 

quarters, the second quarter of 2022 is revised down, 

reflecting the lockdown in some parts of China 

leading to lower-than-expected demand, while the 

second half of 2022 is revised up on expectations of 

higher demand during the summer holiday and 

driving season. Oil demand growth in 2022 is forecast 

at 1.80 mb/d in the OECD and 1.60 mb/d in the non-

OECD. 

 

The forecast for non-OPEC supply growth in 2022 is 

revised down by 0.25 mb/d to 2.10 mb/d. Russia’s 

liquids production for 2022 is revised down by 0.25 

mb/d. The US liquids supply growth forecast for 2022 

remains marginally unchanged at 1.30 mb/d. The 

main drivers of liquids supply growth in 2022 are 

expected to be the US, Brazil, Canada, Kazakhstan, 

Guyana and China, while declines are expected 

mainly in Russia, Indonesia and Thailand. In May, 

OPEC-13 crude oil production decreased by 176 tb/d 

m-o-m to average 28.51 mb/d, according to available 

secondary sources. 

 

Crude oil spot prices recorded solid gains in May 

2022, buoyed by strong physical crude market 
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fundamentals. Tight oil product markets and high 

refining margins have prompted refineries to increase 

throughputs, boosting crude demand, specifically for 

light sweet crude. Planned and unplanned oil supply 

disruptions in several regions contributed to 

tightening fundamentals. The OPEC Reference 

Basket increased by US$8.23, or 7.80%, to settle at 

US$113.87/b. Oil futures prices rallied in May driven 

by tightening oil products markets, near-term global 

oil supply risks amid continued geopolitical tensions 

in Europe, as well as the prospect of a firm recovery 

in demand after Chinese authorities started to 

gradually ease COVID-19-related lockdown 

measures. The start of the summer driving season in 

the Northern Hemisphere provided further support. 

 

OPEC expects global oil demand to rise in 2023 but 

at a slower pace than 2022, the producer group said 

in its first forecast for next year, citing still robust 

economic growth and progress in containing COVID-

19 in China. OPEC said it expects demand to rise by 

2.7 million b/d or 2.70%, in 2023. The outlook for 

2023 suggests a strain on supplies could persist as 

growth in non-OPEC output, which has been hit by 

Russian losses, is expected to lag the rise in demand. 
OPEC's demand forecast for 2023 is more optimistic 

than that of the International Energy Agency (IEA), 

another closely watched forecaster, as well as initial 

views from OPEC delegates calling for a steeper 

slowdown due to high prices. The 2023 forecasts 

assume there will be no escalation of the war in 

Ukraine and that risks such as inflation do not take a 

heavy toll on global economic growth. 

 

Currency Movements 

The era of ultra-loose monetary policy has come to 

an end. In 2022 central banks across most advanced 

economies have begun 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.   

The volatility in U.S. stock and bond markets 

stemming from the Feds move toward tighter 

monetary policy has made its way to global currency 

markets, with the U.S. Dollar soaring compared with 

global rivals. So far this year, the Dollar is up about 

8.00% against a basket of other major currencies. It 

has risen a staggering 13.60% over the past 12 

months and recently hit a 20-year high. Though some 

observers believe the hawkish Fed and investors’ 

flight to the relative safety of the Dollar amid 

geopolitical strife is driving the rise, Morgan Stanley’s 

Global Investment Committee thinks today’s currency 

dynamics may be more complicated, with divergent 

central-bank actions also driving relative weakness in 

other currencies 

The combination of continued geopolitical 

uncertainties in Europe and COVID-19 lockdowns in 

Asia should continue to fuel the growth divergence 

narrative. The US, with continued policy 

normalization from the Fed, clean local balance 

sheets, and elevated savings, may be more immune 

to the perceived global slowdown. Morgan Stanley 

does, however, expect that the US Dollar will peak by 

early autumn with the Dollar index not breaking out of 

its long-term range. A meaningful growth slowdown 

and further vulnerability in risk appetite would 

potentially trigger further Dollar buying and create an 

overshoot beyond its longer-term range. This would 

be a particular risk if there is an escalation in the 

Ukraine conflict and further deterioration in China.  

Overall, Morgan Stanley analysts expect the Euro to 

Dollar (EUR/USD) exchange rate will weaken to 1.03 

by the third quarter and potentially even overshooting 

to below parity. The bank still expects that the Euro-

zone outlook will be stronger than expected. Further 

optimism on EU integration and an accelerated ECB 

normalization could bring EUR/USD toward a bull 

case of 1.14, while sub-expectations growth may 

keep EUR/ USD under 1.10. As far as the Yen is 

concerned it expects policy divergence will continue 

to undermine the Yen. The Bank expects JPY to be 

the pre-eminent funding currency heading into the 

second half of 2022 and beyond. 

Morgan Stanley expects that the Pound Sterling will 

tend to struggle with the Bank of England (BOE) and 

is unlikely to meet market expectations while political 

elements will also remain a negative factor. As far as 

the Pound to Dollar exchange is concerned, the 

GBP/USD should remain in the 1.20 range, falling to 

1.22 by the third quarter of 2022 before turning 

modestly higher to 1.28 by mid-2023. 

 



MID-YEAR ECONOMIC REPORT-2022 

13 

 

 

Global trade 

Goods trade slowed in the first half of 2022 as supply 

chains continued to be affected by the lingering 

effects of the pandemic, including disruptions in 

major Asian ports and lockdowns in key cities in 

China. In addition, Russia’s invasion of Ukraine and 

its repercussions have led to severe physical and 

logistical dislocations that have magnified pre-

existing bottlenecks.  

Although Russia and Ukraine account for a small 

share (3.00%) of global exports, many global 

industries rely on supplies of key commodities 

produced in the two countries, especially in Russia. 

Shortages and unprecedented increases in the prices 

of these inputs have rippled through global value 

chains, leading to production standstills and elevated 

producer prices. At the same time, transport costs 

have increased, including in the wake of the war in 

Ukraine. Navigation and trade in the Black Sea have 

been materially disrupted, negatively affecting the 

transport of food and crude oil. Cargos and 

shipments held at Russian and Ukrainian ports have 

been rerouted through longer and more expensive 

routes.  

Services trade has regained its pre-pandemic level, 

driven by a rebound in non-tourism services. While 

tourism activity has started to recover in advanced 

economies with high vaccination levels, it remains 

generally subdued in EMDEs, especially in tourism-

reliant countries and in small states. The invasion is 

also weighing on tourism activity in countries that rely 

on tourists from Russia and Ukraine.  

As a result, global trade growth is anticipated to slow 

to 4.00% in 2022. This is a substantial downward 

revision relative to previous forecasts, largely 

because of higher transport costs and significant 

global value chain disruptions associated with the 

war.  

 

 

 

 

 

 

Interest Rate Movements 

Higher commodity prices and supply-chain issues are 

fueling global inflation, which is expected to spike to 

8.50% in 2022, a 26-year high. Despite concerns 

about the impact of the Ukraine crisis on their 

economies, the major central banks are doubling 

down on their efforts to control inflation. The EIU 

forecasts that the Fed will raise rates by 250 basis 

points by the end of 2022 and commence balance-

sheet run-off. The European Central Bank is also 

expected to discontinue its quantitative easing (QE) 

program at the end of June 2022 and raise rates three 

times this year and five times next year.  

 

US Libor rates increased during the first half of 2022 

compared to the corresponding period in 2021. The 3 

months US Libor increased to close at 2.285% in 

June 2022 from 0.224% in December 2021, while the 

US Libor for 6 months increased to 2.935% in June 

2022 from 0.354% in December 2021. The US 

Treasury yield (10-year) increased to close at 2.980% 

in June 2022 from 1.502% recorded in December 

2021. 

 

Jun-22 Dec-21 Jun-21

Change 

6 month

Change 

12 months

US Fed Rate 1.750% 0.250% 0.250% 600.000% 1.50%

US Libor (3 months) 2.285% 0.224% 0.205% 2.061% 2.08%

US Libor (6 months) 2.935% 0.354% 0.220% 2.581% 2.72%

US Treasury yield (10 years) 2.980% 1.502% 1.082% 1.478% 1.90%

BOE Rate 1.250% 0.100% 0.100% 1.150% 1.15%

ECB Rate 0.000% 0.000% 0.000% 0.000% 0.000%
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OUTLOOK FOR JUNE 2022 AND BEYOND – MALAWI 

 

Exchange Rates 

During the month of June 2022, using the RBM 

middle rates, the Malawi Kwacha appreciated against 

the British Pound, Euro and South African Rand. The 

Malawi Kwacha appreciated against the British 

Pound (3.00%), Euro (2.10%), South African Rand 

(3.94%). The Kwacha depreciated against the US 

Dollar by 0.47% and closed the month at 

K1026.43/US$1. 

Owing to a chronic current-account deficit, the 

Kwacha regularly comes under pressure which has 

been exacerbated by high global commodity prices. 

Due to the chronic balance of payments imbalances, 

foreign reserves have continued to decline. As a 

result, the foreign exchange position could no longer 

be supported emphasizing the need for a return to 

market determined foreign exchange regime. 

During the month of May 2022, Malawi devalued its 

currency by 25.00%, announcing a return to a 

market-determined foreign exchange rate regime to 

prop up dwindling foreign currency reserves. The 

move came in reaction to rising commodity prices 

which have hit the country amid declining revenue 

from tobacco, its major export. Without an IMF 

program, budgetary support and increased foreign 

direct investment (FDI) are likely to remain subdued, 

all of which are expected to boost reserves and 

support the currency.  

According to the RBM, in the medium to long term, it 

is expected that the economy’s structure of 

production and consumption will change towards 

increased exports and reduced imports, resulting into 

favorable current account balance and hence, 

increased foreign exchange reserves. This, together 

with the RBM’s commitment to prudent monetary 

policy conduct should stabilize the Kwacha exchange 

rate and inflation in the medium term. However, 

changes in consumption patterns and production 

may only be realized in the medium to long term as 

increased investment in all sectors will be required to 

implement the governments industrialization and 

value-added agriculture production outlined in the 

SERP 2021-2023. In the short term it may be difficult 

for Malawi to achieve this as global commodity prices 

soar due to the spill-over effects of the Russia 

Ukraine war. Major imports in Malawi are oil, fertilizer, 

pharmaceuticals, and motor vehicles. 

As a result of the devaluation, the EIU expects the 

exchange rate a to end the year at K1,064:US$1, 

declining to MK1,166.7 by 2026, with slower 

depreciation hinging on donor and multilateral 

financial inflows being unlocked by the IMF.   

POSSIBLE IMPACT: Lower foreign exchange 

inflows are expected to increase pressure on the 

Kwacha as foreign reserves continue to decline, 

resulting in further depreciation of the Kwacha. 

Inflation 

The headline inflation rate (year-on-year) for June 

2022 is 23.50% compared to 19.10% in May 2022 

(June 2021: 9.10%). This was attributed to an 

increase in both food and non-food inflation. The 

rates closed at 31.20% and 16.60% in June 2022 

from 11.10% and 7.20% respectively in the previous 

month (Source: NSO). Food inflation was largely 

driven by the seasonal increase in domestically 

produced food prices, in addition to rising prices of 

imported food items, such as cooking oil and wheat 

products.  

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. The foregoing 

developments have resulted in an elevated path for 

domestic inflation and higher than the outturn of 

9.30% for 2021. As a result, the MPC has revised up 

its inflation forecast to average 23.20% in 2022, from 

an earlier forecast of 12.30%.  

According to the RBM, the devaluation of the Kwacha 

exchange rate is expected to add to inflationary 

pressure in the short term, the RBM has expressed 

its commitment to prudent monetary and fiscal 

policies to contain all inflationary pressures within 

manageable limits. Moreover, prices in the retail 



MID-YEAR ECONOMIC REPORT-2022 

15 

 

 

markets are presumed to already reflect to a large 

extent the Bureau Cash Rate (BCR). To that extent, 

aligning the Authorized Dealer Banks (ADB’s) TT rate 

with the BCR should not lead to further price 

increases.   

However, global oil prices continue to rise due to 

fears of possible supply shortages following the 

invasion of Ukraine by Russia. Coupled with this, 

since the last In Bond Landed Cost (IBLC) review 

conducted by the Malawi Energy Regulatory 

Authority (MERA) in April 2022, when pump prices 

were last revised, the Malawi Kwacha depreciated by 

more than 25.00% to the US Dollar in May 2022 

resulting in an upward adjustment in domestic fuel 

pump prices effected on 23 June 2022. Inflationary 

pressure is also expected to be exacerbated by price 

mark-up shocks on domestically-produced 

agricultural food commodities induced by the high 

costs of fertilizers, rising global food prices and 

speculation pf low food production following 

unfavorable weather patterns during the 2021/22 

agricultural season.   

POSSIBLE IMPACT: Rising prices reduce the 

purchasing power of households and lower the 

consumption of important items, especially food. 

Poor households will suffer disproportionately from 

food inflation, given the large share of food in their 

consumption basket.  

External Sector 

The domestic economy has been hit hard by the 

escalation of the geopolitical tension between Russia 

and Ukraine, as both fertilizers and oil are Malawi’s 

strategic imports. The high global prices of these 

commodities contributed to a large increase in 

imports, of US$191.0 million (33.50%), to US$762.20 

million in the second quarter of 2022. This was 

against a backdrop of a US$14.30 million (7.80%) 

decrease in exports proceeds to US$168.70 million. 

Consequently, the merchandise trade balance at 

minus US$593.50 million in the second quarter was 

worse than minus US$456.60 million for the first 

quarter of 2022 and minus US$491.40 million for the 

second quarter. Notable imports, which recorded 

increases during the quarter under review, were 

petroleum products (104.50% to US$158.30 million), 

pharmaceuticals (61.20% to US$57.80 million), 

fertilizers (46.60% to US$39.30 million) and vehicles 

(20.50% to US$42.50 million). 

In the market for foreign exchange, the supply 

continued to be insufficient to finance the available 

demand, such that the imbalances persisted during 

the period. The soaring global commodity prices 

exacerbated the situation as this phenomenon 

translated into an increase in bills for imports of 

essentials. Consequently, the country-wide foreign 

exchange reserves have been declining. Exports are 

expected to maintain their current momentum, but the 

cost of imports is expected to increase, offsetting 

export gains. 

The EIU forecasts that the current account deficit will 

surge to 25.30% in 2022, before a gradual narrowing 

over the forecast period to 12.10% of GDP in 2026. 

The fundamental driver of the large current-account 

deficit in 2022 will be sharply deteriorating terms of 

trade and an atypically high import bill attributed to 

food and fuel. Imports should be lower in subsequent 

years as global prices for both generally retreat from 

multi-year highs, but Malawi's trade deficit will remain 

sizeable. Exports are dominated by tobacco, global 

demand for which is in structural decline.  

Nonetheless, export earnings will be supported by 

sugar and tea, and rising global prices will also 

support Malawi's exports of maize and other 

agricultural products early in the forecast period. 

Lastly, a deficit will continue to be recorded on the 

services account, but a gradual recovery in tourism 

will support services exports and substantially rein in 

the services deficit. 

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 diversify its export base to 

improve its trade position. 
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International Relations 

• IMF Staff Completes Mission to the Republic 

of Malawi for Discussions on the Request for 

a Four-Year Extended Credit Facility 

Arrangement 

 

An IMF team held discussions during May 25 to June 

3, 2022, via hybrid and in-person meetings in 

Lilongwe on the government’s request for a four-year 

ECF Arrangement. The government requested an 

arrangement on the back of the protracted balance of 

payments problem. While IMF support and its 

catalytic role in mobilizing donor support are critical 

at this juncture, being able to restore debt 

sustainability and resolving the misreporting case are 

pre-requisites for such support. While the 

government is addressing these issues, the IMF team 

conducted a mission to agree on macroeconomic 

framework, policies, and reforms. 

At the conclusion of these discussions, the team 

stated that the team had positive and productive 

discussions with the government on the current 

macroeconomic conditions and policies to steer the 

country towards macroeconomic stability and a 

sustainable debt path. The IMF welcomed recent 

steps to normalize the forex market in line with the 

recommendations of Article IV Consultation 

concluded by the IMF Executive Board in December 

2021 to help to improve foreign exchange availability. 

The special audit of the official foreign exchange 

reserves of the Reserve Bank of Malawi (RBM) is 

now in the final stages. This report will form the basis 

for consideration of the pending misreporting of RBM 

Foreign Exchange Reserves by the Executive Board 

of the IMF. The team also noted that the government 

have engaged a debt advisor to support their efforts 

in addressing Malawi’s unsustainable public debt. As 

this work progresses, the discussions will resume 

towards a staff-level agreement. 

• The Government has secured US$158.00 

million in support from United States Agency 

for International Development (USAID) 

 

The government has secured US$158.00 million in 

support from United States Agency for International 

Development (USAID) to boost economic growth, 

strengthen democracy and improve Early Grade 

Literacy and Nutrition in Malawi. Of the package, 

US$11.70 million will be channeled towards 

consolidation of democracy via a project providing 

expertise in legislative analysis and drafting, and 

support Parliamentary oversight actions such as 

independent inquiries, depositions, and public 

hearings. USAID will also implement NextGen, a 

US$74.00 million early reading project in over 5,700 

public primary schools to support Malawi’s vision for 

early grade literacy. Further, US$46.00 million will go 

towards supporting the National Multi-Sector 

Nutrition Policy through a five-year initiative known as 

Improving Nutrition Let Them Grow Healthy 

(Tiwalere). The agency will invest US$35.00 million 

towards economic sustainability, subject to 

appropriations, in a five-year project to support 

Malawi’s economic recovery. The USAID economic 

support package will complement another upcoming 

US Government initiative, the Millennium Challenge 

Account, whose compact aims at reducing poverty 

through economic growth. 

POSSIBLE IMPACT: Improved international 

relations is expected to improve investor confidence 

and lead to an influx of foreign direct investment and 

potential budgetary support from donors.  

Monetary Policy 

During the July 2022 meeting, the MPC noted that 

inflation continued to deviate further away from its 

medium-term objective of 5.00% with a symmetric 

band of 2.0 percentage points, as reflected in the 

return to double digit observed since November 

2021. The sources of pressures at that time were 

deemed transitory, with the possibility of fading away 

as harvesting of the 2021/22 approached. However, 

the invasion of Russia on Ukraine has worsened the 

supply-demand imbalances which were induced by 

the pandemic, resulting in soaring commodity prices. 

Meanwhile, the MPC at its second meeting held in 

April 2022 observed that the prominence of the war-

affected commodities, mostly fuel and food in the 

domestic consumption basket were leading to 

broader and more persistent price pressures, making 

it necessary for monetary policy to react in order to 

manage inflation expectations. 

 As much as an accommodative monetary stance 

was needed to support economic recovery from the 

impact of the pandemic, the Committee noted that 

such a policy would not yield the desired 

macroeconomic outcomes under the current 
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circumstances of heightened cost-push inflation 

pressures which have resulted in costly production 

inputs. Therefore, the MPC decided to adjust 

upwards the Policy rate by 200 basis points to 

14.00% to curb the prevailing inflation pressures. 

However, the Committee maintained the Lombard 

rate at 0.2 percentage points above the Policy rate, 

and the Liquidity Reserve Requirement (LRR) ratio 

on both local currency and foreign currency 

denominated deposits at 3.75%. The RBM like other 

central banks around the world has begun to raise its 

key interest rates.  Monetary Policy tightening is 

expected to continue as the inflation trajectory 

continues to point upwards and depending on the 

economic situation, further reactions from the MPC 

may be seen during the year. 

POSSIBLE IMPACT: Rising interest rates may result 

in a slowdown of inflation due to a decrease in 

consumption spending. However, this will be at a cost 

of rising costs of borrowing which will hamper 

investments in the real economy and hinder 

economic growth. 

Fiscal Policy 

Malawi is expected to continue to run a large fiscal 

deficit throughout 2022, although the country's need 

for IMF financing will encourage the government to 

stick to a fiscal consolidation path. 

The fiscal deficit increased by 1.60% of GDP to 

8.70% of GDP over FY2021/22, the highest in over a 

decade. Weak performance in tax collection 

contributed to revenues missing the revised target for 

the fiscal year. Spending overruns in compensation 

for government employees, social benefits, and 

interest payments, as well as higher-than-targeted 

spending on fertilizer payments under the Affordable 

Input Program (AIP), exerted additional pressure on 

expenditures, which totaled 19.40% of GDP. The 

adjustment of the kwacha is expected to help address 

external imbalances; however, fiscal imbalances and 

unsustainable debt continue to pose risks. 

The Government is taking steps toward fiscal 

consolidation in FY2022/23, but the budgeted deficit 

remains high, at 7.70% of GDP. The fiscal deficit for 

FY2022/23 is projected to decline slightly through 

significant improvements on the revenue side, 

especially due to increased taxes and a modest 

increase in grants, as well as planned spending 

reductions in social benefits driven by AIP reform.  

Budget deficits will largely be financed by domestic 

debt. Following external and fiscal deficits over many 

years, financed by increased commercial borrowing, 

Malawi’s debt has become unsustainable. The 

November 2021 IMF- World Bank Debt Sustainability 

Analysis (DSA) indicates that Malawi’s external debt 

and public debt are both at high risk of debt distress, a 

heightened assessment from September 2020, when 

the external risk was rated as moderate. The primary 

deficit and non-interest current account deficit 

continue to be the main drivers of public and external 

debt, respectively. Interest expense is expected to 

increase significantly in FY2022/23 to more than 

4.60% of GDP, more than the Government spends 

on any individual sector. Domestic interest rates 

remain high and are still increasing, which could push 

payments beyond their projected levels. 

The agreement of an IMF program would likely be 

accompanied by budgetary support. However, an 

IMF program would require the government to control 

expenditure and clampdown on corruption. The 

forecast assumes that expenditure will decline as a 

proportion of GDP in the early years of an IMF 

program, before building once again in 2025 in the 

run-up to the presidential election. For this reason, 

the EIUs believes that expenditure will ease, but only 

to 28.30% of GDP by 2025/26.  

POSSIBLE IMPACT: The Government faces 

significant risks to its target of reducing the fiscal 

deficit, including greater than expected expenditures 

to rehabilitate infrastructure damage and social 

spending on families affected by cyclone Ana. The 

fiscal deficit is likely to increase in the short to 

medium term, putting further upward pressure on 

interest rates due to increased borrowing to finance 

the budget. 

Economic Growth 

 
 

Based on various institutions’ projections, the 

economy is expected to grow by an estimated 

2019 2020 2021 2022

EIU 4.10% -1.00% 2.70% 2.80%

IMF 4.00% 0.60% 2.20% 2.70%
WORLD BANK 4.40% 1.00% 2.80% 2.10%

GOVERNMENT 5.10% 0.90% 3.90% 1.70%

Average Real GDP 4.40% 0.38% 2.90% 2.33%

Real GDP Growth Projections
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average of 2.33% in 2022. The government’s 2022 

projection of GDP growth has been revised down to 

1.70% from 4.10% which was projected earlier. The 

EIU also revised downwards its forecast by 0.80 

percentage points to 2.00%, IMF at 2.70% and the 

WBG at 2.10%. The downside risks to the growth 

forecast have begun to materialize, which has 

jeopardized the growth prospects. Among the risks 

are the impact of the cyclone Ana and cyclone 

Batsirai which hit the southern part of the country; 

delayed and early cessation of rains; intermittent 

electricity power supply; spill-over effects of the 

ongoing Russia-Ukraine war; global supply-chain 

disruptions; and the impact of the resurgence of new 

waves of the COVID-19 around the world. 

Malawi's economy is expected to record modest 

growth between 2022-26, although significant 

challenges persist, including weather shocks that 

affect the country's rain-fed agriculture sector, limited 

concessional financing and a poor business 

environment that erodes investor confidence. In view 

of slowing global growth, the shock to commodity 

prices posed by the Russia-Ukraine war and a large 

rise in local interest rates in the face of soaring 

inflation have caused significant downward revisions 

to GDP growth by various institutions. 

Exports continue to recover slowly, while imports 

have been increasing from a higher base, which 

continues to weaken the current account balance. 

Investment is limited by a weak business 

environment characterized by limited access to 

credit, numerous non-tariff barriers, high transport 

costs, corruption, and access to foreign currency. 

Together with erratic electricity supply, this constrains 

diversification and increased value addition despite 

the growth of some sectors, such as soya and mining. 

High reliance on subsistence rain-fed agriculture, 

susceptible to weather shocks, further impedes 

economic activity. 

Implementation of expansionary policies and weak 

fiscal management have contributed to high fiscal 

deficits, resulting in increased high-cost domestic 

debt. This has crowded out private investment. The 

recent uptake of non-concessional external debt has 

pushed Malawi into high risk of public debt distress. 

Associated higher debt servicing costs further reduce 

fiscal space for government investment. Further, poor 

public financial management has continued to 

dampen the outlook for budgetary support from 

foreign donors as corruption and high debt levels 

continue to rise in the country. Frequent weather 

shocks, along with the slow pace of structural 

transformation, have contributed to the high and 

stagnant poverty rate in the last decade.  

The Russia-Ukraine conflict has impacted the 

economy through both direct price effects and 

implications on downstream activities. Instability in 

global commodity markets is resulting in higher prices 

for fuel and fertilizer, further constraining foreign 

currency reserves and exerting downward pressure 

on the exchange rate. Global commodity prices, 

which were already elevated from pandemic-induced 

supply chain disruptions and increased global 

demand, are also rising due to the conflict. Due to the 

weather-related shocks affecting agricultural 

productivity and incomes, the share of the population 

below the international US$1.90 poverty line is 

projected to stagnate around 74.00% in 2022 and 

2023. 

From 2023 the contribution of the mining sector to 

GDP will steadily increase, although it will be faced 

with constraints from high operating costs, limited 

electricity supply and fluctuations in global demand. 

The decline in global uranium prices following the 

Fukushima disaster in Japan in 2011 has been 

largely reversed over the past year. Talks were held 

in May between Lotus Resources, an Australian-

listed miner, on restarting operations at Kayelekera, 

which was Malawi's only uranium mine before 

production was halted in 2013. The mine is likely to 

be operational later in 2022.  

POSSIBLE IMPACT: Malawi’s weak business 

environment continues to stunt economic growth, 

coupled with the impacts of the cyclones, spill-over 

effects of the Russia-Ukraine war and the impacts of 

the ongoing COVID-19 Pandemic. However, 

successful implementation of the SERP and 

MW2063 agenda enhances the future economic 

growth prospects of the country.
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ECONOMIC RISKS 
 

ECONOMIC RISK IMPACT ON ECONOMY MITIGATING MEASURES 

Coronavirus Pandemic 1. Unbudgeted government expenditure putting 

pressure on fiscal discipline.  

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.  

2. Increased uptake of 

vaccinations. 

 

 

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. Reduce government expenditure 

by tightening fiscal policy. 

2. Increase government revenue 

base to finance debt. 

3. Ensure tax compliance 

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 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 of family planning 

methods. 

  

Uncertainty in the external 

environment  
1. Dampening export demand for major export 

commodities i.e. tobacco, tea, cotton and 

1. Diversification of export base 

of products. 
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Uncertainty in the external 

environment 

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.        

2. Diversify away from 

agricultural production, focus 

more on value added goods, 

manufacturing and service 

sector products where the 

country has a comparative 

advantage. 
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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-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22

MK : US$ 805.59        812.51        812.51         815.50        815.50        816.40        816.40        816.40        816.40        816.40        816.64        1,021.66     1,026.43     

MK : GBP 1,115.50      1,132.48      1,120.69      1,096.27      1,124.41      1,087.28     1,102.14     1,095.94     1,090.96     1,071.04     1,021.70     1,286.47     1,232.13     

MK : ZAR 56.46          55.58          55.70           53.89          53.83          50.38          51.35          52.49          53.31          56.27          51.45          65.82          61.31          

MK : EUR 958.90        964.77        961.04         945.81        951.60        923.59        924.25        911.51        911.59        911.18        860.17        1,096.85     1,042.24     

Gross Official Reserves (US$'mn)         424.99         404.18         604.50         521.87         405.66         389.26         429.17         399.98         385.40         374.48         363.27         388.22         415.73 

Private Sector Reserves (US$'mn)         388.78         405.79         389.47         386.05         384.75         404.81         425.52         424.49         407.22         391.49         362.84         401.13         401.60 

Total Reserves (US$'mn)         813.77         809.97         993.97         907.92         790.41         794.41         854.69         824.47         792.62         765.97         726.11         789.35         817.33 

Total Import Cover (months)             3.26             3.24             3.98             3.63             3.16             3.18             3.42             3.30  3..17             3.07             2.90             3.15             3.27 

Headline Inflation             9.10             8.70             8.40             8.90             9.80           11.10           11.50           12.10           13.00           14.10           15.70           19.10           23.50 

Food           11.10           10.30             9.70           10.20           11.80           12.80           13.60           14.20           15.30           17.10           19.50           25.50           31.20 

Non Food             7.20             7.20             7.20             7.20             7.80             9.50             9.50             9.60           10.10           10.50           12.20           13.20           16.60 

Monetary Policy Rate 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 14.00% 14.00% 14.00%

Average Interbank Rate 11.94% 11.97% 11.96% 11.98% 11.98% 11.98% 11.98% 11.79% 11.70% 11.70% 12.96% 12.42% 12.48%

Average Base Lending Rates 12.20% 12.20% 12.20% 12.20% 12.20% 12.20% 12.20% 12.20% 12.20% 12.20% 13.50% 13.50% 13.58%

91 day Treasury Bill Yield 9.59% 9.37% 9.60% 9.34% 9.60% 9.60% 9.69% 9.70% 9.70% 9.71% 9.65% 9.75% 9.75%

182 day Treasury Bill yield 12.81% 12.95% 12.98% 12.98% 12.80% 12.80% 13.00% 13.00% 13.00% 13.00% 13.00% 14.10% 15.00%

364 day Treasury Bill yield 13.81% 13.90% 14.07% 14.20% 14.20% 14.22% 14.47% 14.84% 15.00% 15.00% 15.00% 16.38% 17.47%

MASI 35,144.56    36,496.03    38,945.62    41,550.15    41,458.37    41,565.98    45,367.68    44,501.63    45,472.09    45,921.23    46,934.16    50,300.44    49,596.14    

DSI 28,739.26    29,749.56    31,929.22    34,266.54    34,188.36    34,284.11    34,284.11    36,322.34    37,186.63    37,584.34    37,283.40    39,037.30    39,011.21    

FSI 3,234.45      3,479.97      3,479.97      3,454.70      3,450.25      3,450.24     3,450.24     4,183.22     4,182.23     4,184.71     5,720.11     7,305.55     6,538.52     

Petrol         834.60         834.60         834.60      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00      1,150.00 

Diesel         826.40         826.40         826.40      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00      1,120.00 

Paraffin         613.20         613.20         613.20         833.20         833.20         833.20         833.20         833.20         833.20         833.20         833.20         833.20         833.20 

Forex reserves (Source: RBM)

Inflation (NSO)

Interbank Rates (Source: RBM)

Treasury Bill Yields (Source: RBM)

Stock Market Indices (Point) (Source: MSE)

Fuel Prices per Litre (Source: MERA)

Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22

Exchange rate 

US$ 2,298.93   2,299.23   2,299.49   2,297.27   2,296.90   2,294.20   2,297.81   2,298.11   2,298.53   2,298.51   2,298.85   2,300.70   2,304.20   

GBP 3,179.43   3,209.15   3,164.56   3,092.82   3,098.00   3,061.03   3,104.45   3,074.52   3,254.96   3,023.93   2,865.98   2,907.40   2,817.34   

ZAR 160.10      157.74      157.15      152.13      152.37      141.25      144.63      147.00      159.43      158.91      144.49      144.49      142.88      

EUR 2,732.97   2,730.57   2,713.40   2,674.71   2,668.37   2,294.96   2,606.29   2,558.94   2,807.20   2,807.20   2,414.72   2,475.10   2,434.15   

Inflation % 3.60          3.80          3.80          4.00          4.00          4.10          4.20          4.00          4.20          3.60          3.80          4.00          4.40          

Exchange rate 

US$ 3,554.07   3,555.04   3,535.04   3,539.09   3,555.52   3,569.09   3549.3 3509.96 3538.96 3590.48 3561.43 3739.96 3759.35

GBP 4,934.84   4,931.39   4,848.50   4,790.97   4,906.97   4,759.42   4786.65 4700.00 4697.94 4716.25 4452.90 4583.28 4586.81

EUR 4,246.59   4,194.74   4,154.96   4,131.55   4,152.67    4,039.72   4028.26 3913.44 3931.74 3984.99 3744.93 3940.94 3953.47

Inflation % 2.00          2.10          1.90          2.20          1.90          2.60          2.90 2.70 3.20 3.70 4.90 6.30 6.80

Central Bank Rate % 7.00          6.50          6.50          6.50          6.50          6.50          6.50 6.50 6.50 6.50 6.50 7.50 8.50

Exchange rate 

US$ 22.64        19.21        15.94        16.78        17.26        17.83        16.69 18.05 17.76 18.07 17.03 17.28 16.96

GBP 31.31        26.79        21.93        22.60        23.74        23.78        29.12 24.22 23.81 23.71 21.37 21.71 20.58

ZAR 1.59          1.32          1.09          1.11          1.13          1.12          1.04 1.16 1.15 1.24 1.08 1.10 1.03

Inflation % 24.60        24.60        24.40        24.10        20.07        19.30        16.40 15.10 14.20 13.10 11.50 10.20 9.70

Central Bank Rate % 8.50          8.50          8.50          8.50          8.50          9.00          9.00 9.00 9.00 9.00 9.00 9.00 9.00

US$ 63.47        63.63        63.83        63.83        63.83        63.83        63.83 63.83 63.83 63.83 63.83 63.83 63.87

ZAR 4.44          4.36          4.29          4.41          4.05          4.06          4.20 4.22 4.33 4.00 4.05 4.00 3.88

EUR 75.26        75.51        74.72        74.30        71.95        72.12        72.28 72.56 70.18 67.39 68.38 67.27 65.36

Inflation% 5.52          5.48          5.61          6.04          6.42          6.80          6.70 7.80 6.84 6.70 7.90 9.31 10.81

TANZANIA

UGANDA

ZAMBIA

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

 

 

 

  

K'Billion

2018/2019  

(Approved)

2018/2019  

(Revised)

2019/2020  

(Proposed)

2019/2020  

(Revised)

2020/2021  

(Proposed)

2020/2021  

(Revised)

2021/2022 

(Proposed)  
Total Revenues 1,249                           1,121                           1,575             1,527             1,435                 1,523                 1,271            

Domestic revenues 1,052                       1,006                       1,425            1,352            1,179               1,186               1,101            

Grants 197                          115                          150               175               256                  338                  170              

    Budgetary support

    Earmarked grants

Total Expenditure 1,455                           1,452                           1,737             1,842             2,190                 2,335                 1,990            

Reccurent expenditure 1,120                       1,160                       1,299            1,371            1,679               1,719               1,419            

   Wages & Salaries 394                          399                          443               466               524                  542                  436              

   Interest on debt 183                          224                          244               244               376                  376                  300              

Investment Expenditure 335                          292                          438               471               511                  616                  571              

Deficit/Surplus (206)                            (331)                            (162)               (315)               (755)                   (811)                   (718)              

Deficit as a % of Revenue -16% -30% -10% -21% -53% -53% -57%
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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) 

 
 
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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