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EXECUTIVE SUMMARY 
 

Economic Outlook — Malawi 
 
 

 
 

The Malawi Kwacha depreciated against the United 

States Dollar in January 2021 due to a decline in 

foreign exchange supply which in turn put pressure 

on the country’s foreign exchange reserves. During 

the lean season, there has been less gross official 

and private sector reserves flowing into the market. 

This has increased the burden on the central bank of 

Malawi to support the foreign exchange market with 

liquidity to help in smoothening the rate of 

depreciation. Furthermore, the pressure on the 

Kwacha has been worsened by the reduced trading 

activity in the view of the COVID-19 pandemic which 

resulted in lower than expected export earnings 

amidst the growing demand for COVID-19 related 

imports and seasonal agriculture inputs. 

 

However, the rate of depreciation is projected to 

moderate by the increase in foreign investment 

inflows and earnings from the agricultural sector. 

Moreover, the economy is now past the period of high 

demand of forex as most of the Affordable Input 

Program importations have already been distributed 

to about 90% of its beneficiaries. 

 

Since the beginning of 2021, the COVID-19 infections 

and fatalities have increased sharply, and this has 

compelled the Government to re-impose strict 

containment measures. Consequently, domestic 

economic activity, which started to rebound in the 

second half of 2020, has moderated. Economic 

growth for 2021 will, therefore, depend on how fast 

the second wave of the pandemic dissipates. In 

general, domestic economic growth could remain 

subdued in 2021 (Source: Reserve Bank of Malawi) 
 

Malawi’s economic outlook faces considerable 

downside risks: the impact of the COVID-19 

pandemic, weather shocks and fiscal slippages. 

Restrictions and measures to contain the significant 

increase in new COVID-19 cases have had another 

impact on the economic outlook of Malawi. However, 

the anticipated arrival of COVID-19 vaccines and 

good agricultural season harvest, project a gradually 

favorable economic outlook. 

 

 

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 as import values 

exceed export values. 

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

activities. 

5. Insufficient power supply - Will lead to lower productivity and dampen economic growth.  
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Economic Highlights for January 2021 — Malawi 
 

The headline inflation for December 2020 increased 

to 7.60% from 7.30% recorded in November 2020. 

This was due to an increase in both food and non-

food inflation (Source: NSO). 

During the month of January 2021, the all-type 

Treasury bill yield increased to 12.04% from 10.88% 

the previous month (January 2020: 8.52%) (Source: 

RBM).  

Liquidity levels in January 2021 decreased to a daily 

average of K16.66 billion from K27.95 billion in 

December 2020. Access to the Lombard facility 

(discount window borrowing) during the month under 

review averaged K20.19 billion a day. This was at an 

average rate of 12.20% and an average of K14.47 

billion was accessed on the Lombard Facility during 

the month of December 2020 at an average rate of 

12.20% (Source: RBM). 

In the month of January 2021, the Malawi Kwacha 

depreciated against all the major currencies except 

the Rand and the Euro. As at 31 January 2021, the 

United States Dollar was trading at MK771.20/US$ 

compared to MK770.84/US$ recorded on 31 

December 2020 (January 2020: MK741.10/US$) 

(Source: RBM). 

As at 31 January 2021, total forex reserves stood at 

US$861.27 million (4.12 months of import cover) a 

decrease from US$952.23 billion (4.56 months of 

import cover) registered at the end of December 2020 

(Source: RBM). 

The stock market was bullish in January 2021, with 

the Malawi All Share Index (MASI) increasing by 

1.84% to close at 32,988.58 points from 32,392.84 

points the previous month (January 2020: 13.85% 

increase) (Source: MSE). 

 

The Tobacco Commission (TCC) has projected that 

the first-round tobacco estimates will be released 

during the second week of February 2021 following 

the approval of the Ministry of Agriculture (Source: 

TCC). 

 

The 2020/21 growing season harvest is expected to 

support stressed food security outcomes in April 

2021, leading to minimal food security outcomes later 

in May 2021 as households start to access income 

from crop sales (Source: FEWS NET). 

 

During the month of January 2021, the average retail 

maize price decreased by 4% (December 2020: 6% 

increase) at MWK205/kg, which is 35% lower than in 

January 2020. This is an unusual pattern given the 

onset of the lean season (Source: IFPRI). 

 

Tea production in November 2020 amounted to 1.4 

million kilograms, lower than 2.1 million kilograms 

produced in October 2020 and slightly higher than 1.1 

kilograms registered in November 2019 (Source: 

RBM). 

 

Malawi is projected to have a good harvest during the 

2020/21 agricultural season owing to increased 

access to inputs through the Affordable Input 

Program (AIP), which targeted 3.6 million farming 

families, and average rainfall amounts across the 

country.  

The European Union (EU). Delegation to Malawi, 

European Investment Bank, German and Irish 

embassies have secured an additional 3 million 

Euros to finance Malawi’s battle against the COVID-

19 pandemic (Source: EU). 

 

The UN projects that Malawi is expected to register a 

10% drop in Foreign Direct Investments (FDI) in 2021 

as inflows remain subdues due to the ongoing 

COVID-19 pandemic (Source: UN). 
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ECONOMIC OVERVIEW 
 

Inflation (Source: NSO) 
The headline inflation for December 2020 increased to 
7.60% from 7.30% recorded in November 2020. This 
was due to an increase in both food and non-food 
inflation as can be seen in the table below: 
 

 

Government Securities (Source: RBM) 
During the month of January 2021, the all-type 

Treasury bill yield increased to 12.04% from 10.88% 

the previous month (January 2020: 8.52%).  

 

Total Treasury bill applications for January 2021 stood 

at K23.19 billion and K23.19 billion was allotted 

representing a nil rejection rate. The 364 days paper 

accounted for the highest subscription rate at 67.71%, 

followed by the 182 days paper at 31.96% and the 91 

days paper at 0.33%.  

During the month of January 2021, the government 

conducted Treasury notes auctions for 2-year, 3-year, 

5-year, 7-year and 10-year tenors.  There were total 

applications of K155.36 billion but K139.70 billion was 

allotted resulting in a 10% rejection rate. 

Total maturities for government securities for the 

month amounted to K82.57 billion resulting in a net 

withdrawal of K80.32 billion. 

Foreign Currency Market (Source: RBM) 
 

In the month of January 2021, the Malawi Kwacha 

depreciated against all the major currencies except 

against the Rand and the Euro as shown in the 

following table: 

 

 

The official forex reserves for January 2021 

decreased to US$502.98 million (2.41 months’ worth 

of import cover) from US$574.26 million (2.75 months’ 

worth of import cover) recorded in December 2020. 

The private sector reserves decreased to US$358.29 

million (1.71 months of import cover) from US$377.97 

million (1.81 months of import cover) recorded in 

December 2020. 

As at 31 January 2021, total forex reserves stood at 

US$861.27 million (4.12 months of import cover) a 

decrease from US$952.23 billion (4.56 months of 

import cover) registered at the end of December 2020.  

 

Interbank Markets and Interest Rates 

(Source: RBM) 
 

Liquidity levels in January 2021 decreased to a daily 

average of K16.66 billion from K27.95 billion in 

December 2020. Access to the Lombard facility 

(discount window borrowing) during the month under 

review averaged K20.19 billion a day. This was at an 

average rate of 12.20% and an average of K14.47 

billion was accessed on the Lombard Facility during 

the month of December 2020 at an average rate of 

12.20%. 

In January 2021, the overnight borrowing between 

banks decreased to a daily average of K11.65 billion. 

This was at an average rate of 11.34% and an average 

of K12.94 billion per day was accessed in December 

2020 at an average rate of 11.41%. 

The reference rate for the month of February 2020 has 

decreased to 12.00% (January 2021: 12.10%). 

 
 

 

Change Change

Dec-20 Nov-20 Dec-19 1 Month 12 Months

Headline  inflation 7.60% 7.30% 11.50% 0.30% -3.90%

Food 10.50% 10.40% 19.30% 0.10% -8.80%

Non-food 4.90% 4.40% 4.90% 0.50% 0.00%

91 days 9.95% 6.63% 6.15% 3.32% 3.80%

182 days 12.57% 12.49% 8.73% 0.08% 3.84%

364days 13.60% 13.53% 10.67% 0.07% 2.93%

All Type 12.04% 10.88% 8.52% 1.16% 3.52%

Change  12 

MonthsTenor Jan-21 Dec-20 Jan-20

Change        

1 Month

CURRENCY Jan-21 Dec-20 Jan-20
%                   

Movement

%      

Movement

MK/USD 771.20      770.84    741.10    -0.05% -4.06%

MK/GBP 1,057.32    1,050.57 970.20    -0.64% -8.98%

MK/ZAR 50.69        52.83     50.38      4.04% -0.63%

MK/EUR 933.54      947.90    819.22    1.51% -13.96%

Jan-21 Dec-20 Jan-20

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

Official Reserves 502.98               574.26               786.71              -12.41% -36.07%

Private Sector 358.29               377.97               308.40              -5.21% 16.18%

    Total 861.27               952.23               1,095.11            -9.55% -21.35%

Gross Official 2.41 2.75 3.76 -12.36% -35.90%

Private Sector 1.71 1.81 1.48 -5.52% 15.54%

    Total 4.12 4.56 5.24                  -9.65% -21.37%

 

% 1 month 

change

% 12 months 

change

Import Cover (Months)
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Stock Market (Source: MSE) 
 
The stock market was bullish in January 2021, with the 

Malawi All Share Index (MASI) increasing by 1.84% to 

close at 32,988.58 points from 32,392.84 points the 

previous month (January 2020: 13.85% increase). 

The market registered two gainers during the month of  

 

January 2021: FMBCH (22.87% increase) and 

Standard (14.68% increase). There were seven losers 

registered on the market: BHL (14.99% decrease), 

ICON (0.24% decrease), ILLOVO (0.01%), MPICO 

(0.05% decrease), NBS (5.23% decrease), SUNBIRD 

(14.29% decrease) and TNM (3.39%). During the 

month of January 2021, the Domestic Share Index 

(DSI) increased by 1.21% to 28,090.02 points from 

27,755.46 points recorded the previous month. The  

 

 

 

Foreign Share Index (FSI) increased by 18.31% to 

1,613.58 from 1,363.88 points registered in December 

2020. 

 

The volume of shares traded in January 2021 

decreased to 2.28 million from 161.29 million traded in 

December 2020. The traded value on the shares for 

January 2021 decreased to MK62.75 million from 

MK3.86 billion in December 2020. 

 

The year on year return for MASI and DSI increased 

by 13.85% and 22.65% respectively, while the FSI 

decreased by 54.28%. The market registered a 1.84% 

year to date return compared to a return of negative 

4.22% recorded during the same period in 2020. The 

dividend yield for January 2021 stood at 2.66% 

(December 2020: 2.71%). 

 

 

 

 

 

 

MK/Share MK/Share MK/Share % %

27.98 27.98 N/A 0.00% N/A

11.00 12.94 12.95                     -14.99% -15.06%

27.08 22.04 75.00 22.87% -63.89%

14.45 14.45 N/A 0.00% N/A

12.24 12.27 10.50                     -0.24% 16.57%

80.47 80.48 153.00                   -0.01% -47.41%

20.99 21.00 19.50                     -0.05% 7.64%

650.00 650.00 460.02                   0.00% 41.30%

20.47 21.60 12.50                     -5.23% 63.76%

52.00 52.00 48.50                     0.00% 7.22%

94.95 94.95 75.00                     0.00% 26.60%

2,199.98              2,199.98             2,499.99                0.00% -12.00%

1,309.47              1,309.47             1,400.00                0.00% -6.47%

1200.00 1046.39 670.00                   14.68% 79.10%

90.00 105.00 118.00                   -14.29% -23.73%

19.39 20.07 26.00                     -3.39% -25.42%

32,988.58            32,392.84           28,976.30 1.84% 13.85%

28,090.02            27,755.46           22,903.36 1.21% 22.65%

1,613.58              1,363.88             3,529.41 18.31% -54.28%

Change (12 

months)Jan-21 Dec-20 Jan-20 Change (1 month)
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Below is a presentation of the published 2020 and 2019 financials and trading statements for the respective 

companies. 

 

 

 

 

 

 

 

 

 

Period Aug-20 Aug-19 % Change Aug-20 Aug-19 % Change

ILLOVO 2.74          10.08        -72.84% 2.00 0.50 300.00%

Period Jun-20 Jun-19 % Change Jun-20 Jun-19 % Change

AIRTEL 11.42        2.02          465.35% 0.00 0.00 0.00%

ICON 2.11          2.52          -16.27% 0.11 0.10 10.00%

NBS BANK 2.84          1.41          102.42% 0.45 0.00 100.00%

STANDARD 12.63        8.09          56.12% 10.65 8.95 18.99%

NBM 9.07          9.13          -0.61% 5.35 5.35 0.00%

NITL 0.35          0.67          -48.48% 0.50 0.50 0.00%

SUNBIRD (1.34)        1.20          -211.61% 0.00 0.50 -100.00%

TNM 4.97          6.71          -25.93% 0.18 0.00 100.00%

NICO 7.64          7.29          4.80% 0.67 0.60 11.67%

PCL 12.69        11.17        13.66% 6.00 6.00 0.00%

MPICO 2.51          3.58          -30.01% 0.00 0.10 -100.00%

FDH 3.22          3.35          -3.88% 0.00 0.00 0.00%

FMBCH 14.29        5.08 181.30% 0.00 0.00 0.00%

BHL

NBS BANK

SUNBIRD

AIRTEL

TNM

FMBCH

NITL

NBM

STANDARD 

 Expects its annual year ending 31 December 2020 profit after tax to be at least 45% higher 

than the previous corresponding period  

 Expects its half year ending 30 September 2020 profit after tax to be at least 200% lower than 

the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 25% higher 

than the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 20% higher 

than the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 200% higher 

than the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 40% lower 

than the previous corresponding period  

 Published Financials for 2020 and 2019

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

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

TRADING STATEMENT

 Expects its annual year ending 31 December 2020 profit after tax to be at least 25% lower 

than the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 150% lower 

than the previous corresponding period  

 Expects its annual year ending 31 December 2020 profit after tax to be at least 40% higher 

than the previous corresponding period  
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Trend Graphs
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OTHER MARKET DEVELOPMENTS 
 

Tobacco Markets Update (Source: TCC 

& JTILM)  
 

The Tobacco Commission (TCC) has projected that 

the first-round tobacco estimates will be released 

during the second week of February 2021 following 

the approval of the Ministry of Agriculture. Some 

agriculture experts have projected that Malawi will 

have a good crop with a possible surge in output in 

the 2021/2022 tobacco season as rainfall patterns 

have been favourable in most tobacco producing 

areas. 

 

Tobacco remains Malawi’s top foreign exchange 

earner, although its share  has been falling sharply in 

the past ten years in response to change in prices 

and weather  conditions, and most recently, due to 

the global anti-smoking campaign led by the World 

Health Organisation (WHO). Both tobacco revenue 

and output has been declining in the past decade. 

This has caused reduction in net income from 

tobacco caused by price fluctuation and increased 

cost of production, leading more growers to shun 

away from the cash crop. Tobacco Commission 

figures have indicated that the number of growers 

decreased by 13% to 46,000 (from 53,000) during the 

2020/21 tobacco season (Source: Malawi Nation, 

TCC). 

 

New COVID-19 Restriction Measures 

Drive Re-emergency of Crisis Food 

Outcomes (Source: FEWS NET) 
 

Minimal food insecurity outcomes are expected to 

persist across most of the country through at least 

May 2021. With the start of the humanitarian 

assistance program, food insecurity outcomes have 

likely improved in most southern districts, however, in 

Chikwawa and Salima districts, improvement is 

expected in February 2021 when the assistance 

program is expanded to those areas.  

 

The 2020/21 growing season harvest is expected to 

support stressed food insecurity outcomes in April 

2021, leading to minimal food insecurity outcomes 

later in May 2021 as households access income from 

crop sales. 

 

In urban areas, implementation of the COVID-19 

assistance program continues to be delayed. Due to 

losses in income-earning following recent control 

measures as well as low levels of resilience among 

the urban population due to the first COVID-19 

outbreak, crisis food insecurity outcomes are 

expected to have re-emerged in urban areas by mid-

January 2021, with improvement now expected by 

March 2021 as the assistance program is 

implemented. 

 

Monthly Maize Market Update (Source: 

IFPRI)  

 
During the month of January 2021, the average retail 

maize price decreased by 4% (December 2020: 6% 

increase) at MWK205/kg, which is 35% lower than in 

January 2020. This is an unusual pattern given the 

onset of the lean season. 

 

Prices fell in 17 markets, remained constant in 6 

markets, and rose in 3 markets. The largest price 

decline was recorded in Mwanza (17%), the largest 

price increase was recorded in Salima (10%). 

 

In the month of January 2021, ADMARC had no 

purchases in any of the 26 markets monitored by 

IFPRI, as expected in lean season months. However, 

sales were reported in all 26 markets.  This 

corresponds to ADMARC having opened its markets 

on 23 January 2021 for sales of maize at MKW 

160/kg. Prior to this date, no sales of ADMARC maize 

were reported. 
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Tea Production and Sales Update 

(Source: RBM) 
 

Tea production in November 2020 amounted to 1.4 

million kilograms, lower than 2.1 million kilograms 

produced in October 2020 and slightly higher than 1.1 

kilograms registered in November 2019. Tea sales 

through the Limbe auction market amounted to 0.3 

million kilograms compared to 0.4 million kilograms in 

the previous month, at an average price of US$1.5. 

Total average tea sales earning realised at the Limbe 

auction market were US$0.4 million, a marginal 

decrease from US$0.7 million registered in October 

2020.  

 

Good Maize Harvest Expected During 

2020/21 Agricultural Season 
 

Malawi is projected to have a good harvest during the 

2020/21 agricultural season owing to increased 

access to inputs through the Affordable Input 

Program (AIP), which targeted 3.6 million farming 

families, and average rainfall amounts across the 

country.  

According to the Ministry of Agriculture, Irrigation ad 

Water Development, over 3.3 million farming 

households (against 3.6 million AIP beneficiaries) 

across the country have, so far, each bought two 

bags of fertilizer under the program. Despite hitting a 

90% sales performance rate, the program might have 

delayed in some areas, negatively affecting some 

farmers.  The ministry, however, has allowed 

suppliers in some districts to adopt mobile vending 

approach to catch up with lost time. 

As of January 25, 2021, cumulative rainfall for the 

2020/21 season has been average to above average 
across the country. This rainfall trend coupled with 

increased access to inputs from the Affordable Inputs 

Program (AIP) have facilitated a very good crop 

stand, with most crops currently in vegetative stages 

and some in southern Malawi in flowering stages. 

Despite above average cumulative rainfall since 

October 2020, below-average rainfall trends are still 

expected in some part of Malawi. At the national level, 

average to slightly above average production is 

expected. However, in Nsanje and Chikwawa, the 

delayed start of season and poorly distributed rainfall 

to date are causing concerns for some localized 

below-average production. 

Malawi Gets 3 Million Euros for COVID-

19 (Source: MITC) 
 

The European Union (EU). Delegation to Malawi, 

European Investment Bank, German and Irish 

embassies have secured an additional 3 million 

Euros to finance Malawi’s battle against the COVID-

19 pandemic. Two-thirds of the funds are expected to 

be used for mitigating the socio-economic impact of 

the pandemic. The funds would also be used for 

supporting the government’s program on social cash 

transfers, temporarily targeting vulnerable 

households in urban areas and the school feeding 

program. Water sanitation and hygiene initiatives 

would also benefit from the tranche. Finally, the funds 

are aimed to provide immediate health response. 

United Nations (UN) Projects Foreign 

Direct Investments (FDI) to Decline by 

10% in 2021 

 

The UN projects that Malawi is expected to register a 

10% drop in Foreign Direct Investments (FDI) in 2021 

as inflows remain subdues due to the ongoing 

COVID-19 pandemic. According to the United 

Nations Conference on Trade and Development 

(UNCTAD), developing economies such as Malawi, 

are expected to experience a big fall on FDI because 

they rely more on investment in the global value 

chain. Globally, FDI inflows which collapsed in 2020 

are expected to further weaken in 2021, risking 

sustainable recovery. 

The Malawi Investment and Trade Centre (MITC) 

acting public relations manager stated that many 

businesses have been directly and indirectly affected 

by the COVID-19 pandemic, hence the slowdown in 

FDI flows in the region and across the globe. 

However, with the COVID-19 vaccine that is soon to 

arrive in the country, the different reform agendas 

and the strategies government is putting in place, 

investors are expected to gain confidence and return 

to business soon.
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REGIONAL MARKET DEVELOPMENTS 

Sub-Saharan Africa (SSA) 
 
The overall economic activity in Sub-Saharan Africa 

is projected to contract by 3.0% in 2020 and recover 

by 3.1% in 2021. This is due to some key downside 

risks, particularly regarding the continued surge of 

the COVID-19 pandemic, the resilience of the 

region’s hard-pressed health systems, and the 

outlook for external financing.  

 

Countries in the region have cautiously started to 

reopen their economies amid the high economic and 

social costs. In this context, policymakers are aiming 

to rekindle their economies despite fewer resources 

at their disposal. Significant financial gaps are likely 

to prevail as countries will struggle to maintain 

macroeconomic stability while also meeting the basic 

needs of their population. This will cause countries to 

face some difficult choices and be forced to address 

unsustainable debt burdens. 

 

Capital outflows from emerging and frontier market 

economies, have been triggered by tighter global 

financial conditions that continue to persist. This has 

resulted in sharp widening of the interest rate 

spreads. Furthermore, remittance inflows are 

expected to drop by about 20% leading to a pressing 

concern, given that remittances have surpassed 

Foreign Direct Investment (FDI) and official 

development inflows in recent years (Source: IMF). 

 

Zambia 

The year on year inflation rate for January 2021 

increased to 21.50% from 19.20% recorded in 

December 2020. The increase in the annual rate of 

inflation was attributed to price increases in food 

items. The year-on-year food inflation rate for 

January 2021 was recorded at 25.60% compared to 

20.20% recorded in December 2020. This 

development was mainly attributed to increases in 

prices of food items such as vegetables, meats, fats 

and oil, eggs, bread and cereals and fish (Source: 

Zambia Statistics Office). 

 

The Monetary Policy Committee (MPC) has decided 

to maintain the Monetary Policy Rate at 8.0%. The 

MPC’s decision aims at moderating risks towards 

financial stability and growth, people’s lives and 

livelihoods in the wake of the COVID-19 pandemic. 

The MPC noted that financial stability remains fragile 

despite signs of marginal improvement in economic 

activity in the third quarter following the partial 

relaxation of COVID-19 pandemic restrictions. 

Although growth is expected to recover in the 

medium-term, limited fiscal space, as well as 

uncertainity surrounding the persistence of the 

COVID-19 pandemic and access to external 

financing remain key downside risks to growth 

prospects. In this regard, successfully navigating the 

debt restructuring process to restore debt 

sustainability and implementing fiscal and other 

structural reforms are critical to return to fiscal fitness 

and macroeconomic stability (Source: Bank of 

Zambia). 

 

In response to extrernal borrowing, budget 

projections and capital spending which are all no 

longer credible, the EIU expects the fiscal deficit to 

widen to 6.2% of GDP, from an estimated 7.5% of 

GDP in 2020. The fall in expenditure outweighs the 

drop in revenue caused by a second consecutive 

year of economic contraction in 2021. Steep cuts in 

capital spending and an increase in tax and mineral 

revenue will then shrink the deficit further to 1.3% of 

GDP in 2025 from an earlier estimate of 1.5% of GDP 

in 2024. The deficits will be financed mainly by 

domestic borrowing (Source: EIU). 

 

Zambia, which became Africa’s first pandemic -era 

soverign default in November 2020, has requested a 

restructuring of its debt under a new framework 

supported by the Group of 20 major economies. The 

country expects to establish a relief program with the 

International Monetary Fund (IMF) before the 

presidential elections in August 2021. According to 

the finance ministry, debt treatment under the 

framework would be based on the debt sustainability 

analysis prepared in collaboration with the IMF. The 

country is expected to be committed to transparency 

and equal treatment of all creditors during the 

restructuring process. 
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Zimbabwe 
 

Zimbabwe’s year on year inflation rate for January 

2021 increased to 362.63% from 348.59% recorded 

in December 2020. This means that prices as 

measured by the all items CPI increased by an 

average of 362.63% between January 2020 and 

January 2021. However, Zimbabwe's inflation has 

been on a downward trend since August 2020, 

following the introduction of a foreign exchange 

auction trading system that has brought stability to 

the foreign exchange market (Source: Reuters, 

Zimbabwe National Statistics Agency). 

 

The Government of Zimbabwean has projected that 

the country's mining sector will generate 5 billion US 

Dollars in 2021 (2020: US$3.5 billion), despite the 

negative effects of the coronavirus pandemic. 

Zimbabwe's mining sector faced several challenges 

in 2020 because of the coronavirus, which affected 

commodity prices due to weaker demand as 

economies across the world went into lockdown. 

While platinum group metals and diamonds 

registered strong performance in 2020, other 

minerals, such as gold, chrome, and nickel, 

performed below expectations. However, the sector 

is expected to recover in 2021 with the effort of 

government and the private sector to come up with 

new solutions that will see the country improving its 

management of the pandemic to increase revenue. 

 

Zimbabwe's national budget, presented in November 

2020, projected that the country's economy will grow 

by 7.4% in 2021 driven by consumption and 

investment. The mining sector, which contributes at 

least 60% of foreign currency inflows, is considered 

an important player in that anticipated economic 

growth, as it is expected to register one of the highest 

growth rates of about 11% in 2021. The mining sector 

is further projected to develop into a US$12 billion 

industry by 2023 as government moves to use 

Zimbabwe's mineral resource base to aid the 

country's economic transformation (Source: Reuters, 

Ministry of Mines and Mining Development). 

 
Tanzania  
   
Annual headline inflation for the month of December 

2020 has increased to 3.2% from 3.0% recorded in 

November 2020. The increase of the headline  

 

inflation explains that, commodities price for the year 

ending December 2020 are increasing at a faster rate 

compared to the rate recorded for the year ended 

November 2020. Food and non-alcoholic beverages 

inflation rate for the month of December 2020 has 

increased to 3.0% from 2.8% recorded in November 

2020. Annual inflation rate for food consumed at 

home and away from home for the month of 

December 2020 has also increased to 4.0% from 

3.7% recorded in November 2020. The annual 

Inflation rate which excludes food and energy for the 

month of December 2020 slightly decreased to 2.3% 

from 2.5% recorded in November 2020 (Source: 

Tanzania National Bureau of Statistics). 

 

The accommodative monetary policy continued to 

ensure adequate supply of liquidity in the domestic 

money markets in December 2020. This was 

reflected by sustained low and stable money market 

interest rates and yields on government securities. 

Likewise, the stability of the Tanzanian Shilling 

against major currencies continued to signal less 

pressure on demand for foreign exchange liquidity 

partly contributed by gradual increase in supply of 

foreign exchange, mainly from non-traditional exports 

in particular minerals and manufactured goods. 

 

The Central Bank of Tanzania, after assessment of 

the performance and outlook of the economy, has 

projected a 6% or higher economic growth rate in 

2021 from an estimated 5.5% growth rate in 2020. 

The projection is attributed to the expected global 

economic recovery and faster private sector credit 

growth in the first half of 2021. The East African 

nation did not shut down its economy at the onset of 

the COVID-19 pandemic in the first quarter of 2020, 

however, policymakers unveiled a series of 

measures aimed at boosting liquidity in the financial 

markets to shore up growth. Implementation of 

accommodative monetary policy succeeded in 

lowering short-term interest rates, thus creating 

favorable conditions for increase in trade and 

investment. The accommodative stance is expected 

to continue in 2021 to facilitate growth through credit 

to the private sector. Annual private sector credit 

growth averaged 5.1% in the past six months and it 

is expected to gain momentum as the global 

economy normalizes after the coronavirus-related 

disruptions. 
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Uganda 
 
The Annual Headline Inflation for the year ending 

January 2021 increased to 3.7% from 3.6% recorded 

in December 2020. The increase in annual headline 

inflation is mainly attributed to the Annual Energy 

Fuel and Utilities (EFU) Inflation that increased to 

minus 1.9% for the year ending January 2021 

compared to minus 4.6% registered for the year 

ended December 2020 (Source: Uganda Bureau of 

Statistics). 

 

The Bank of Uganda, at the Monetary Policy 

Committee (MPC) meeting of December 2020 has 

maintained the Central Bank Rate (CBR) at 7%. The 

MPC noted that since the last meeting in October 

2020, the economic recovery has gradually gained 

traction, in the line with projection for economic 

growth of above 3% in the 2020/21 fiscal year.  

However, the recovery is proceeding at an uneven 

pace. Social distancing measures continue to weigh 

heavily on certain activities of services sector, 

particularly in hospitality and tourism, while other 

sectors are still experiencing the lagged effects of the 

economic downturn. Economic activity is expected to 

take longer to recover and resource utilization to 

return to normal given the sharp contraction 

experienced in the quarter to June 2020. Economic 

growth is therefore projected to remain below its 

potential until the fiscal year 2023/24. 

 

The downside risks to the economic growth in the 

near term have eased because of signs of a rebound 

in both foreign and domestic demand, possibly 

caused by the optimism associated with the COVID-

19 vaccine developments. Nevertheless, the rising 

cases in Uganda and many other countries, present 

considerable downside risk. Uganda remains highly 

vulnerable to weather-related natural disasters, pro- 

 

 

cyclical private sector credit growth, increasing non-

performing loans and high lending interest rates, 

trade protectionism, still ending global demand, 

persistent geopolitical tensions, global trade policy 

uncertainty and technology fractions pose challenged 

to domestic economic growth. The coupled with the 

increasing fiscal financing pressures pose significant 

downside risks to the growth outlook. On the upside, 

while it could take some time to fully implement 

worldwide, the recent news on COVID-19 vaccine 

development is reassuring and presents positive 

prospects (Source: Bank of Uganda). 

 
South Africa 
 

The annual consumer price inflation (CPI) rate for 

December 2020 decreased to 3.10% from 3.20% 

recorded in November 2020. The main contributors 

to the decrease were food and non-alcoholic 

beverages; housing and utilities; and miscellaneous 

good and services. The average annual consumer 

price inflation for 2020 stood at 3.3%. This was 0.8% 

percentage point lower than the corresponding 

average of 4.1% recorded in 2019 (Source: Statistics 

South Africa). 

 

The South African Rand (ZAR) has firmed against the 

US Dollar, boosted by signs of a smaller fiscal deficit 

and faster procurement of COVID-19 vaccines ahead 

of the budget speech later in February 2021. Slowing 

coronavirus infections after a second wave hit late in 

2020 and better than expected tax revenues, have 

soothed sentiment. Growth in South Africa is shaping 

up to be better than initial expectations. The 

anticipated positive budget outturn, due in February 

2021, is expected to support the local currency 

through continued bond inflows. 

 

* Refer to Appendix 2 for more details on historical inflation and currencies for selected countries. 
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GLOBAL DEVELOPMENTS 
 

Economic growth 

 
According to the January 2021 World Economic 

Outlook (WEO) update, global economic growth is 

projected at 5.5% in 2021, 0.30% points above the 

October 2020 WEO forecast. The revision reflects 

expectations of a vaccine-powered strengthening of 

activity in 2021 and additional policy support in a few 

large economies. 

 

The projected growth recovery in 2021 follows a 

severe collapse in 2020 that has had acute adverse 

impacts on women, youth, the poor, the informally 

employed, and those who work in contact-intensive 

sectors. The global growth contraction for 2020 is 

estimated at -3.5 percent, 0.9% point higher than 

projected in the October 2020 WEO forecast 

(reflecting stronger-than-expected momentum in the 

second half of 2020). The strength of the recovery is 

projected to vary significantly across countries, 

depending on access to medical interventions, 

effectiveness of policy support, exposure to cross-

country spillovers, and structural characteristics 

entering the crisis. 

 

The IMF suggests that policy actions should ensure 

effective support until the recovery is firmly 

underway, with an emphasis on advancing key 

imperatives of raising potential output, ensuring 

participatory growth that benefits all, and accelerating 

the transition to lower carbon dependence. As noted 

in the October 2020 World Economic Outlook (WEO), 

a green investment push coupled with initially 

moderate but steadily rising carbon prices would yield 

needed emissions reductions while supporting the 

recovery from the pandemic recession. 

 

Strong multilateral cooperation is required to bring 

the pandemic under control everywhere. Such efforts 

include bolstering funding to accelerate access to 

vaccines for all countries, ensuring universal 

distribution of vaccines, and facilitating access to 

therapeutics at affordable prices for all. Many 

countries, particularly low-income developing 

economies, entered the crisis with high debt that is 

set to rise further during the pandemic. The global 

community will need to continue working closely to 

ensure adequate access to international liquidity for 

these countries. Where sovereign debt is 

unsustainable, eligible countries should work with 

creditors to restructure their debt under the Common 

Framework agreed by the G20 (Sources: IMF). 

 

Global Oil Prices 
 
Non-OPEC liquids production in 2020 is estimated to 

average 62.7 million barrels per day (mb/d), 

representing a contraction of 2.5 mb/d, year-on-year 

(y-o-y). This is broadly unchanged from the 

November 2020 report, despite several upward and 

downward revisions in the production of various 

countries in the fourth quarter of 2020. The oil supply 

forecast for the US and Brazil was revised down, 

while the figures for Canada and Russia were 

adjusted higher due to better-than-expected output in 

the fourth quarter of 2020. The contraction in 2020 is 

driven mainly by Russia, the US, Canada and the UK, 

while production in Norway, Brazil, China, and 

Guyana is expected to increase. The forecast for 

non-OPEC supply in 2021 also remains unchanged, 

with growth expected at 0.8 mb/d. The upward 

revision in US supply offset the downward revision in 

the supply forecast for Russia. Market conditions 

have improved for US shale as oil prices have moved 

into a range where output is likely to recover at a 

higher-than-expected rate in the second half of 2021. 

As a result, the US liquids supply forecast was 

revised up by around 0.1 mb/d to average just under 

18.0 mb/d, representing y-o-y growth of 0.4 mb/d 

although uncertainties remain. The main contributors 

to supply growth are expected to be the US, Canada, 

Brazil and Norway.  

 

The global oil demand forecast in 2020 was revised 

marginally higher and estimated to have decline by 

9.8 mb/d year-on-year, to an average 90.0 mb/d in 

2020. OECD America, led by the US, was revised 

lower particularly in the second half of 2020 amid a 

sluggish recovery in transportation fuels. In the non-

OECD region, oil demand growth was revised higher 

in 2020, mainly reflecting better-than-expected 

demand in China and India. Strong petrochemical 

feedstock demand along with a healthy uptick in 
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gasoline requirements supported the upward revision 

in both countries. For 2021, global oil demand is 

forecast to increase by 5.9 mb/d y-o-y to average 

95.9 mb/d. The growth forecast was kept unchanged 

compared to November 2020 assessment. In the 

OECD region, oil consumption is estimated to 

increase by 2.6 mb/d y-o-y but will still lag pre-

pandemic levels. OECD Americas is estimated to 

increase the most amid a rebound in transportation 

fuels. In the non-OECD region, oil demand is 

estimated to increase by 3.3 mb/d y-o-y, driven by 

China followed by India and Other Asia, and 

supported by a rebound in economic activities. 

 

The OPEC Reference Basket (ORB) increased by 

US$6.56 to US$49.17/barrel (b) in December 2020 

(November 2020: US$42.61/b). However, in annual 

terms, the ORB dropped by $22.57 to an average of 

$41.47/b in 2020, which represents the lowest yearly 

average since 2016. OPEC crude oil production in 

December 2020 increased by 0.28 mb/d m-o-m to 

average 25.36 mb/d (November 2020: 25.08 mb/d) 

according to secondary sources (Source: OPEC). 

 

Currency movements 

Many emerging-market currencies are expected to 

strengthen in 2021. The rollout of coronavirus 

vaccines will mitigate investor risk aversion and 

continued monetary accommodation in advanced 

economies will prompt investors to look for higher 

yields in emerging countries, especially in eastern 

Europe. Emerging currencies in Latin America and 

Sub-Saharan Africa will appreciate only gradually, 

however, owing to a slow economic recovery in the 

former and large external financing gaps in the latter. 

 

The US Dollar reached a two-decade high in the first 

half of 2020, confirming its status as the world's safe-

haven currency. A worsened economic outlook in the 

US, a partial reversal of precautionary Dollar 

purchases and an unbalanced policy mix—heavy on 

monetary accommodation but light on fiscal 

stimulus—caused substantial depreciation in the 

second half of 2020. Continued monetary easing in 

the US and a further reversal of precautionary capital 

inflows from emerging economies will weigh on the 

US Dollar in the first half of 2021, but The Economist 

Intelligence Unit (EIU) expects the US currency to 

strengthen in the second half of 2021, owing to a 

sustained economic recovery and a large fiscal 

stimulus package. 

 

The Euro has surged since mid-2020 after the EU 

announced the establishment of a new recovery fund 

worth €750 billion (US$893 billion). The ongoing 

weakness of the US Dollar will keep the single 

currency at elevated levels in the first half of 2021, 

but the Euro zone's slow recovery and a return to 

modest inflation will cause a depreciation in the 

second half of 2021. 

 

The Chinese Renminbi has risen steadily against the 

US Dollar since mid-2020, owing to China's 

successful handling of the coronavirus pandemic and 

a steep economic bounce-back. These factors, 

coupled with a neutral monetary policy stance going 

forward, will support further appreciation in the first 

half of 2021. Hopes for a reset in US-China relations 

after presidential elections in the US have also 

boosted the Renminbi. However, these hopes will be 

short lived and tensions with the US are bound to 

resurface, weighing on the Renminbi from mid-2021 

(Source: EIU). 

 

Global trade 

The World Trade Organization (WTO) projects that 

world merchandise trade volume will rise by a 7.2% 

rise in 2021. This shows a less prolonged decline in 

trade than initially forecasted although considerable 

uncertainty remains about the strength of the 

recovery going forward. Relatively fast action in many 

countries to provide fiscal and monetary support 

helped mitigate some of the negative economic 

effects.  

Nevertheless, WTO economists continue to see 

predominantly downside risks. A resurgence of 

COVID-19 requiring new lockdowns could reduce 

global GDP growth by 2% to 3% and shave up to 4% 

off merchandise trade growth in 2021. On the other 

hand, if effective vaccines or other medical 

treatments can be made available in short order, 

global output growth could increase by 1% to 2% and 

add up to 3 percentage points to the pace of trade 

expansion in 2021. 

The trade impact of the crisis has differed 

dramatically across regions, with relatively modest 

declines in trade volumes in Asia and stronger 
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contractions in Europe and North America. While the 

WTO trade forecast only covers merchandise trade, 

the increasingly important services sector has also 

been hit hard by COVID-19. WTO estimates suggest 

that the volume of this trade fell around 27% during 

the pandemic, with travel and transport-related 

sectors, which are important sources of exports for 

low-income countries, hit the hardest (Source: WTO). 

Recovering from the trade shocks of the coronavirus 

(Covid-19) pandemic will be a priority for many 

countries in 2021. The Economist Intelligence Unit 

(EIU) forecasts that total global trade volumes will 

recover by 7% in 2021, from an estimated contraction 

of nearly 10% in 2020. China's economic recovery 

will continue to provide uneven support to global 

trade activity in 2021. Expected success in domestic 

Covid-19 mitigation will allow China to avoid 

disruptive lockdowns, cementing the country's ability 

to continue expanding export-oriented production as 

other economies struggle with periodic outbreaks. 

These supply-side factors will offset competitive 

pressures posed by the recent strengthening of the 

renminbi against the US Dollar. Amid the global 

vaccine rollout, China will also benefit from 

heightened demand for active pharmaceutical 

ingredients, as well as items made from glass, 

plastic, rubber and stainless steel that are tied to 

vaccine production and storage processes (similar 

demand dynamics should also boost exports from 

India and South-east Asia). 

The EIU expects a solid trade recovery in western 

Europe in 2021, but this will mainly reflect a low 

statistical base. Trade prospects in the US will 

improve as the administration of the president-elect 

restores consumer and investor confidence. By 

contrast, trade performance in Latin America and 

Africa will be modest amid slow economic recoveries 

in those regions (Source: EIU). 

Interest Rate Movements 

 

US Libor rates decreased during the month of 

January 2021 as compared to the month of 

December 2020. The 3 months US Libor decreased 

to close at 0.205% from 0.238% in December 2020. 

The US Libor rate for 6 months also decreased to 

0.220% from 0.260% recorded in December 2020. 

 

As of January 2021, the U.S. Treasury yield (10 

years) increased above 1% for the first time after the 

Federal Reserve had slashed interest rates in 

response to the economic fallout caused by the fast-

spreading coronavirus pandemic in March 2020. This 

had an impact on the U.S. The Treasury yield (10 

years) yield closed at 1.082% from 0.962% recorded 

in December 2020. All other yields, in the United 

States, were down across the board as investors 

grabbed safe-haven treasuries amid the uncertainty.  

The U.S. Libor rates continue a downward trend while 

the U.S. 10-year Treasury yield is gradually 

increasing, however not steadily. (Sources: 

Macrotrends & Reuters). 

 

  

Jan-21 Dec-20 Jan-20

Change 

1 month

Change 

12 months

US Fed Rate 0.250% 0.250% 1.750% 0.000% -1.50%

US Libor (3 months) 0.205% 0.238% 1.763% -0.033% -1.56%

US Libor (6 months) 0.220% 0.260% 1.763% -0.040% -1.54%

US Treasury yield (10 years) 1.082% 0.926% 1.509% 0.156% -0.43%

BOE Rate 0.100% 0.100% 0.750% 0.000% -0.65%

ECB Rate 0.000% 0.000% 0.000% 0.000% 0.000%
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OUTLOOK FOR JANUARY  2021 AND BEYOND – MALAWI 
 

Exchange Rates 

The Malawi Kwacha depreciated against the United 

States Dollar in January 2021 due to a decline in 

foreign exchange supply which in turn put pressure 

on the country’s foreign exchange reserves. During 

the lean season, there has been less gross official 

and private sector reserves flowing into the market. 

This has increased the burden on the Central Bank of 

Malawi to support the foreign exchange market with 

liquidity to help either in smoothening the rate of 

depreciation or payment. Furthermore, the pressure 

on the Kwacha has been worsened by the reduced 

trading activity in the view of the COVID-19 pandemic 

which resulted in lower than expected export 

earnings amidst the growing demand for COVID-19 

related imports and seasonal agriculture materials. 

However, the rate of depreciation is projected to 

moderate by increasing foreign investment inflows 

and earnings from the agricultural sector. Moreover, 

the economy is now past the period of high demand 

of forex as most of the Affordable Input Program 

importations have already been distributed to about 

90% of its beneficiaries. 

POSSIBLE IMPACT: The depreciation of the 

Kwacha in expected to moderate and could lead to 

stable import costs and relatively high cost domestic 

exports on the international market. 

Inflation 

The Annual Headline inflation for 2020 averaged to 

8.6% compared to 9.4% recorded in 2019. This was 

mainly attributed to a decline in food prices, which 

economists saw as a reflective of improved 

production of maize during the 2019/20 agricultural 

season coupled with subdued industrial demand for 

maize amid the Covid-19 pandemic.  

On 23 January 2021, ADMARC sales were reported 

in all the 26 markets, corresponding to ADMARC 

having opened its markets for sales of maize at MWK 

160/kg. Prior to this date, no sales of ADMARC maize 

were reported (IFPRI). Maize prices are expected to 

continue declining or remain steady owing to high 

maize supply and lower maize prices on the 

ADMARC market. Moreover, a total of US$50.2 

million was made available by World Food Program 

(WFP) and other development partners to the Malawi 

Government to implement the Lean Season Food 

Insecurity Response Program which seeks to feed 

2.6 million Malawians. The support is expected to 

help the government reach some of the country’s 

population from rural areas, which experienced low 

levels of crop production, as well as people in urban 

areas who have lost their income due to economic 

effect of the COVID19 pandemic. 

In 2021, the Headline inflation rate of Malawi is 

projected to stabilize at an average of 7.80% owing 

to lower food prices catered by a good harvest 

emanating from the AIP and good rainfall patterns 

across the country. According to a January Feminine 

Early Warning Systems Network (Fewsnet) report, 

the projections are attributed to increased access to 

farming inputs through the AIP, which targeted 3.6 

million farming families compared to the Farm Input 

Subsidy Program (FISP) which had 900,000 

beneficiaries. Figures provided by the Ministry of 

Agriculture and Irrigation have shown that over 3.3 

million farming households (against 3.6 million AIP 

beneficiaries) across the country have, so far, each 

bought two bags of fertilizer under the program. 

However poorly distributed rainfall in some of the 

districts in the southern part of Malawi and a delay 

start to the season due to delayed distribution of the 

AIP inputs could result in below average production. 

POSSIBLE IMPACT: High inflation rates raise the 

cost of investment thereby hampering private sector 

growth. Alternatively, lower inflation rates may lead to 

reduced interest rates which could increase private 

sector investments and disposable income for 

expenditure. 

External Sector 

The external balance continues to be in deficit as 

imports remain above exports. As such, the market 

continues to experience foreign exchange supply 

shortages and the COVID-19 pandemic has 

exacerbated the situation. Reflecting this 

development, the Kwacha recorded a mild 

depreciation and traded at K771.20 per US Dollar as 

of end January 2021 from K770.84 in December 

2020.  
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The Reserve Bank of Malawi recorded that external 

sector continued to underperform in the fourth quarter 

of 2020. The trade deficit widened further to 

US$566.7 million in the fourth quarter from US$532.0 

million in the previous quarter and compared to 

US$352.8 million recorded in the corresponding 

period of 2019. The outturn was attributed to a larger 

increase in imports than the growth in exports 

receipts (Source: RBM) 

The EIU projected that the current-account deficit is 

expected to widen from an estimated 16.8% of GDP 

in 2020 to 17.8% of GDP in 2023 as import demand 

and global fuel prices pick up. Thereafter, the current-

account deficit will narrow slightly to 17.4% in 2025 

as oil prices decline. 

Trade balance will remain in structural deficit 

throughout the forecast period, owing to Malawi's 

dependence on fuel and capital imports. Although 

export earnings are forecast to increase in 2021-25, 

amid a gradual recovery in external demand, import 

spending is also projected to pick up. 

The services account deficit will remain broadly flat, 

before declining in 2023-25, as service receipts from 

tourism increase. The deficit on the primary income 

balance reflects profit repatriation by the mining 

sector and is also expected to remain flat before 

widening slightly towards the end of the forecast 

period as coal mining picks up. 

The forecasts, however, are contingent on normal 

rainfall patterns and a gradual economic recovery 

from the COVID-19 pandemic, and any major 

disruption would prompt a downward revision to 

agricultural exports and an upward revision to food 

imports, causing the deficit to widen. The deficits will 

be financed primarily by project-related grants and 

concessional borrowing (Source: EIU) 

POSSIBLE IMPACT: Lower export values may 
decrease the inflow of forex which could widen the 
trade balance if inflows are unsustainable.  

 
Monetary Policy  
 
The Monetary Policy Committee (MPC), at its first 

meeting of 2021 held on 25 and 26 January, decided 

to maintain the policy rate at 12.00%; the Liquidity 

Reserve Requirement (LRR) ratio on both domestic 

and foreign 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 

the inflation outlook has remained broadly 

unchanged and that there is need to allow the impact 

of the November 2020 policy rate reduction to 

transmit through the economy. The decision was 

deemed necessary to contain the impending 

inflationary pressures whilst at the same time 

providing space for supporting recovery of the 

economy in the wake of the second wave of the 

COVID-19 pandemic  

Furthermore, the Reserve Bank of Malawi MPC is 

expected to maintain an expansionary monetary 

policy rate to stimulate demand for local goods and 

services to increase capacity and meet consumption 

demands of the economy, until the country can 

secure a safe and durable exit from the crisis 

(Source: MCCCI). Furthermore, economic experts 

forecast that the reference rate will hover between 

12.00% to 13.50% in the short term due to the 

continued lower treasury bill yields and if the current 

rise in liquidity remains unchanged (Source: Knight 

Frank). 

Following a moderation in inflation in 2020, and a 

significant estimated slowdown in economic activity 

induced by the coronavirus pandemic, the Reserve 

Bank of Malawi (RBM, the central bank) in November 

slashed its benchmark policy rate by 150 basis points 

to 12%. The Economists Intelligence Unit (EIU) 

expects the authorities are to maintain their 

accommodative stance throughout 2021 and to hold 

the rate at 12% to support a domestic recovery. The 

RBM is then expected to adopt a tightening stance 

from 2022-25 as inflationary pressures build on the 

back of rising global oil prices and improved 

consumer sentiment (Source: EIU).  

POSSIBLE IMPACT: Low lending rates reduce the 
cost of borrowing which stimulate private sector 
activity, resulting to economic growth. However, it 
may also lead to low propensity to save as savings 
rates also decline.  
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International Relations  
 
The European Union (EU). Delegation to Malawi, 

European Investment Bank, German and Irish 

embassies have secured an additional 3 million 

Euros to finance Malawi’s battle against the COVID-

19 pandemic. 

The European Team managed to source some funds 

from the national and union budgets (approximately 

3 million Euros) but mainly pruned ongoing programs 

with unspent funds. The total amount of just over 60 

million Euros was then allocated to several on-going 

programs, allowing these to include COVID-19 

response measures. Two-thirds of the funds would 

be used for mitigating the socio-economic impact of 

the pandemic. The funds would also be used for 

supporting the government’s program on social cash 

transfers, temporarily targeting vulnerable 

households in urban areas and the school feeding 

program. Water sanitation and hygiene initiatives 

would also benefit from the tranche. Finally, the funds 

are aimed to provide immediate health response. 

Furthermore, the Team Europe at the central level, 

EU institutions and EU member stated had also 

provided support to global initiated that benefit 

Malawi, including making an allocation of over 850 

million Euros to the Covax Facility to help ensure 

secure 1.3 billion doses of vaccination for 92 low and 

middle-income countries including Malawi and in 

support for their efforts to make COVID-19 vaccines 

a global public good. 

Regarding foreign affairs, the 2020 SONA affirmed 

Malawi’s pursuit towards a vibrant engagement with 

neighbors and regional organizations (SADC, 

COMESA, AU and UN). While Malawi is expected to 

fully integrate in various relations worldwide, further 

discussions were made on the country’s pursuit at a 

regional level. The SONA stated that Malawi’s focus 

is to integrate within the framework of Southern 

African Development Community (SADC) in fields of 

trade and industry and in the maintenance of peace 

and security.  

The public institutional reforms that the new 

government is implementing may ease the fears of 

donors as transparency in operations is expected to 

improve.  This would hopefully boost further aid that 

will be used for development in the country. 

 

POSSIBLE IMPACT: External support is increasing 

the availability of forex, leading to the continued 

stability in Kwacha and maintained reserve of the 

required three months import cover threshold. 

Fiscal Policy 

The 2020/2021 fiscal year budget projected an 

overall deficit of MK754.8 billion. Total revenue and 

grants were pegged at MK1.435 trillion comprising 

MK1.179 trillion of domestic revenue and MK0.256 

trillion for grants. Total expenditure amounted to 

MK2.190 trillion representing MK1.679 trillion for 

recurrent expenses and MK0.511 trillion account for 

acquisition of non-financial assets. The 2020/2021 

fiscal year deficit is expected to be financed by 

foreign borrowing amounting to MK224.8 billion and 

MK530.1 billion from domestic borrowing (Source: 

Malawi Government). 

In December 2020, the Ministry of Finance released 

the Budget Performance Report for the first quarter 

(July to September 2020) of 2020/21 fiscal year. The 

report indicated that overall revenue collection for the 

period under review amounted to MK277.20 billion 

against a target of MK304.1 billion, representing a 

performance of 91% of the target. Total expenditure 

amounted to MK403.90 billion against a target of 

MK494.60 billion, representing a performance of 

87.11% of the target (Source: Ministry of Finance). 

Regarding the 2020/21 fiscal year budget, the World 

Bank projects that fiscal deficit will further widen by 

12.4% of GDP due to increase in expenditure for 

agricultural input subsidies under the Affordable 

Inputs Program (AIP). Meanwhile, the EIU expects 

the government of Malawi to follow a policy of gentle 

consolidation over the fiscal year 2020/21 while 

seeking to rebalance spending in favor of capital 

investment. It is also expected that the fiscal deficit 

will widen in 2020/2021, as welfare measures to 

mitigate the impact of the outbreak keep spending 

elevated. Assuming that greater control is exercised 

over current spending in line with IMF 

recommendations, the deficit will contract gradually 

to 8.10% of GDP in 2023/24 (Source: World Bank, 

EIU). 
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Economic Growth 

Various institutions have revised their projections for 

the Malawian economy and based on these revised 

projections the economy will grow by an estimated 

average of 0.45% in 2020, 3.08% in 2021 and 5.23% 

in 2022. See table below: 

 

 

 

The Economist Intelligence Unit (EIU) significantly 

revised upwards its projection for the Malawi’s 

economic growth from negative 3.90% to negative 

1.00% in 2020 and from 2.10% to 2.30% in 2021. 

These are slightly higher than the projections made 

by the International Monetary Fund (IMF) which stand 

at 0.60% in 2020 and 2.2% in 2021.  The EIU revision 

is supported by expectations of another year of 

strong harvest and improved regional trade and 

domestic activity (Source: EIU, IMF). 

 

The EIU further expects real GDP growth to average 

4.6% in 2022-25. On the expenditure side, private 

consumption is expected to increase in household 

incomes from robust agricultural growth. Growth in 

Investments and increased private investment 

benefits from improvements to the business climate. 

The external sector will also contribute positively to 

growth as global demand for Malawi's commodities 

strengthens. On the supply side, the economy is 

expected to remain dominated by the services and 

agricultural sectors. The EIU expects some growth in 

the mining sector, however, based on expanding 

output at the Kasikizi coal mine and a limestone mine 

in Mangochi (Source: EIU). 

 

The World Bank also revised downwards the 

economic growth rate of Malawi to 1.00% in 2020 

from 2.00% projected earlier. This projection was 

subject to global and domestic factors emanating 

from the COVID-19 pandemic affecting Malawi’s 

economy. These factors include disruption in global 

value chains and trade logistics; decreased in 

tourism; and decrease in remittances. This has 

further combined with social distancing policies and 

behavior to also reduce domestic demand (Source: 

World Bank). 

 

Since the beginning of 2021, the COVID-19 infections 

and fatalities have increased sharply, and this has 

compelled the Government to re-impose strict 

containment measures. Consequently, domestic 

economic activity, which started to rebound in the 

second half of 2020, has moderated. Economic 

growth for 2021 will, therefore, depend on how fast 

the second wave of the pandemic dissipates. In 

general, domestic economic growth could remain 

subdued in 2021 (Source: Reserve Bank of Malawi) 

 

The Malawi Investment and Trade Centre (MITC) 

acting public relations manager stated that many 

businesses have been directly and indirectly affected 

by the COVID-19 pandemic, hence the slowdown in 

Foreign Direct Investment (FDI) flows in the region 

and across the globe. However, with the COVID-19 

vaccine that is soon to arrive in the country, the 

different reform agendas and the strategies 

government is putting in place, investors are 

expected to gain confidence and return to business 

soon. 
 

Malawi’s economic outlook faces considerable 

downside risks: the impact of the COVID-19 

pandemic, weather shocks and fiscal slippages. 

Restrictions and measures to contain the significant 

increase in new COVID-19 cases have had another 

impact on the economic outlook of Malawi. However, 

the anticipated arrival of COVID-19 vaccines and 

good agricultural season harvest, project a gradually 

favorable economic outlook. 

 

 

POSSIBLE IMPACT: Lower growth rates of the 

economy will result in lower employment rates, due 

to slower industrial production and gains from retail 

sales, companies lower hiring to save money in the 

face of lower demand. 

 

 

 

 

 

2019 2020 2021 2022

EIU 4.10% -1.00% 2.30% 4.00%

IMF 4.00% 0.60% 2.20% 6.00%
WORLD BANK 4.40% 1.00% 3.30% 5.30%

GOVERNMENT 5.10% 1.20% 4.50%

Average Real GDP 4.40% 0.45% 3.08% 5.10%

Real GDP Growth Projections
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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 deaths. 

1. Sensitising people on the 

dangers of the virus and practice 

hygiene.  

 

Increase in government debt 1. Creates a future obligation for government 

which may keep the budget deficit large. 

2. Crowds out the private sector hence reducing 

the expansion of the private sector as funds 

are not available. 

1. Reduce government expenditure 

by tightening fiscal policy. 

2. Increase government revenue 

base to finance debt. 

Global tobacco lobby (anti-
smoking)  

1. Decline in demand for Malawi tobacco and 

services from supporting industries resulting in 

lower commodity prices.  

2. Reduction in export earnings (tobacco 

accounts for 60% of Malawi’s export 

earnings). 

3. Reduced employment opportunities in the 

tobacco and supporting industry. 

4. Lower income for farmers- small holder and 

commercial. 

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

2. Engage in aggressive tourism 
marketing. 

Insufficient power supply  1. Commercial productivity remains small scale 

as large-scale enterprises are difficult to 

implement with limited power supply.  

2. Low industrial productivity in the 

manufacturing sector resulting in low 

economic productivity and dampening 

economic growth.            

3. Decline in tourism levels as it dampens 

tourists’ appetite to visit the country which 

results in lower income and growth in the 

industry. 

4. Deferment of development by investors. 

1. Encourage use of energy saver 

bulbs. 

2. Rehabilitate and develop new 

power plants.  

3. Public-Private Partnerships to 

enhance energy production 

through alternative power 

sources. 

4. The entrance of Independent 

Power Producers (IPPs) may 

help boost power generation. 

High population growth rates 1. Reduced per capita income. 

2. Over-crowding on public resources. 

3. Resources which could have been allocated 

to more productive activities are used to take 

care of the growing population. 

1. Civic education to raise 

awareness on the need to have 

less children. 

  

Uncertainty in the external 
environment  

 
 
 
 
 
 

1. Dampening export demand for major export 

commodities i.e. tobacco, tea, cotton and 

sugar.   

2. Declining investor interest in Malawi resulting 

in fewer investments and less foreign currency 

coming into the country.                                                                                                                   

3. Declining remittances from abroad, hence 

1.  Diversification of export base of 
products. 
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Uncertainty in the external 
environment 

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.        
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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) 

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21

MK : US$            7.41        741.10       741.02       741.02       741.38 743.05      744.74      748.52      751.37      755.33      741.68      776.82      771.20      

MK : GBP        970.20        944.52       916.16       928.53       920.44 924.12      994.33      997.92      963.63      974.45      959.02      1,070.14    1,057.32    

MK : ZAR          50.38          47.12         41.62         41.64         43.14 44.02        46.19        45.07        44.23        49.78        50.49        56.43        50.69        

MK : EUR        819.22        813.85       819.92       809.87       833.38 845.25      903.26      891.19      880.90      882.15      817.23      987.95      933.54      

Gross Official Reserves (US$'mn) 786.71       785.31             730.17 610.13      662.98            682.66       651.41       642.86       546.99       635.05       584.89       574.26       502.98 

Private Sector Reserves (US$'mn) 308.40       320.80             295.55 303.27      324.96            327.01       342.01       316.74       318.47       340.22       332.52       377.97       358.29 

Total Reserves (US$'mn)     1,095.11     1,106.11    1,025.72       913.40       987.94    1,009.67       993.42       959.60       865.46       975.27       917.41       952.23       861.27 

Total Import Cover (months)            5.24            5.29           4.90           4.35           4.72           4.83           4.76           4.60           4.14           4.67           4.39           4.56           4.12 

Headline Inflation          11.10          11.00           9.80           9.40           8.70           8.50           8.00           7.60           7.10           7.50           7.30           7.60  N/A 

Food          17.60          17.00         14.70         14.60         13.70         13.40         12.20         11.30         10.30         10.90         10.40         10.50  N/A 

Non Food            5.10            5.40           5.10           5.00           4.50           4.50           4.40           4.40           4.40           4.40           4.40           4.90  N/A 

Monetary Policy Rate 13.50% 13.50% 13.50% 13.50% 13.50% 13.50% 13.50% 13.50% 13.50% 13.50% 12.00% 12.00% 12.00%

Average Interbank Rate 13.75% 13.27% 13.40% 13.51% 13.48% 13.49% 13.58% 13.59% 13.61% 13.62% 12.58% 11.41% 11.34%

Average Base Lending Rates 13.10% 13.40% 13.30% 13.20% 13.30% 13.40% 13.40% 13.60% 13.60% 13.60% 12.30% 12.10% 12.00%

91 day Treasury Bill yield 6.15% 8.46% 7.50% 7.67% 7.58% 7.54% 7.50% 9.85% 9.97% 9.95% 9.95% 6.63% 9.95%

182 day Treasury Bill yield 8.73% 9.11% 8.46% 10.00% 11.35% 12.22% 12.55% 12.59% 12.87% 12.73% 12.49% 12.57%

364 day Treasury Bill yield 10.67% 9.91% 10.95% 12.44% 12.73% 13.10% 13.61% 13.73% 13.75% 13.88% 13.40% 13.53% 13.60%

MASI 28,976.30   29,162.28   29,176.23  28,857.39  28,501.97  29,784.70  29,851.63  31,328.10  31,743.36  31,303.78  31,232.57  32,392.84  32,988.58  

DSI 22,903.36   23,506.15   24,138.22  24,097.69  23,780.75  25,117.92  25,360.04  26,732.01  27,101.51  26,787.57  26,723.84  27,755.46  28,090.02  

FSI 3,529.41    3,046.35    2,290.78    1,993.51    1,993.51    1,757.76    1,535.30    1,460.99    1,460.99    1,362.39    1,362.89    1,363.88    1,613.58    

Petrol        930.00        930.00       930.00       780.00       690.50       690.50       690.50       690.50       690.50       690.50       690.50       834.60       834.60 

Diesel        924.00        924.00       887.00       765.00       664.80       664.80       664.80       664.80       664.80       664.80       664.80       826.40       826.40 

Paraffin        710.00        710.00       693.60       625.00       441.70       441.70       441.70       441.70       441.70       441.70       441.70       613.20       613.20 

Fuel Prices per Litre (Source: MERA)

Forex reserves (Source: RBM)

Inflation (NSO)

Interbank Rates (Source: RBM)

Treasury Bill Yields (Source: RBM)

Stock Market Indices (Point) (Source: MSE)

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21

Exchange rate 

US$ 2,288.57        2,289.38        2,289.90      2,291.28      2,291.90      2,296.51      2,297.84      2,297.62      2,297.63      2,297.68      2,297.67      2,298.45      2,298.46      

GBP 2,996.66        2,950.67        2,843.37      2,844.74      2,833.13      2,832.29      2,980.18      3,059.51      2,956.82      2,994.45      3,067.85      3,127.74      3,137.52      

ZAR 155.45           148.78           127.91         124.33         131.01         133.15         139.37         137.68         135.67         142.62         150.55         157.25         150.82         

EUR 2,522.47        2,513.85        2,526.5        2,484.78      2,552.60      2,588.75      2,695.60      2,737.62      2,698.95      2,714.71      2,743.19      2,820.90      2,783.21      

Inflation % 3.70               3.70               3.40             3.30             3.20             3.20             3.30             3.30             3.30             3.10             3.00             3.20             N/A

Bank rate % 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 N/A N/A

Exchange rate 

US$ 3,679.83        3,711.67        3,796.71      3,811.29      3,784.79 3,730.33      3,686.42      3,677.57      3,715.78      3,740.78      3,699.17      3,679.35      3,689.52      

GBP 4,783.97        4,794.20        4,714.07      4,739.82      4,624.06      4,595.70      4,772.98      4,850.40      4,771.77      4,860.68      4,930.91      5,003.86      4,147.39      

EUR 4,046.88        4,033.11        4,187.39      4,130.14      4,154.09      4,179.17      4,324.01      4,335.76      4,326.71      4,395.75      4,403.25      4,529.05      4,460.79      

Inflation % 3.40               3.40               3.00             3.20             2.80             4.10             4.70             4.60             4.50             4.50             3.70             3.60             3.70             

Central Bank Rate % 9.00               9.00               9.00             8.00             8.00             7.00             7.00             7.00             7.00             7.00             7.00             7.00             7.00             

Exchange rate 

US$ 14.78             15.05             18.11           18.62           18.31           18.14           18.26           19.51           20.02           20.42           21.01           21.17           21.41           

GBP 19.41             19.40             22.44           23.29           22.62           22.32           24.02           26.01           25.72           26.47           28.04           28.92           29.41           

ZAR 0.99               0.97               1.01             1.03             1.05             1.04             1.08             1.16             1.19             1.25             1.38             1.44             1.42             

Inflation % 12.50             13.90             14.00           15.70           16.60           15.90           15.80           15.50           15.50           16.00           17.40           19.20           N/A

Bank rate % 11.50             11.50             11.50           11.50           9.25             9.25             9.25             9.25             9.25             8.00             8.00             8.00             8.00             

US$ 63.89             65.21             66.73           67.78           69.70           70.32           70.82           71.57           72.57           73.44           74.65           74.94           75.15           

ZAR 4.30               4.27               3.73             3.74             4.10             4.20             4.23             4.26             4.37             4.83             4.98             4.85             5.10             

EUR 70.47             71.25             73.28 73.75           78.76           79.72           83.30           85.00           85.28           87.20           90.68           91.10           90.62           

Inflation% 3.50               3.60               3.10             3.30             3.02             3.00             2.70             2.80             3.00             3.20             3.27             3.14             4.09             

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)
Tota Revenues 1,249                       1,121                       1,575               1,527               1,435               

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

Grants 197                           115                           150                  175                  256                  

    Budgetary support

    Earmarked grants

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

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

   Wages & Salaries 394                           399                           443                  466                  524                  

   Interest on debt 183                           224                           244                  244                  376                  

Investment Expenditure 335                           292                           438                  471                  511                  

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

Deficit as a % of Revenue -16% -30% -10% -21% -53%
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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: GDP—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: TS003/20 

 Contact Us 
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  NICO Asset Managers Limited                 NICO Asset Managers Limited                         

  19 Glyn Jones Road                                 Corner Kenyatta Drive 

  Chibisa House                                          NICO Centre 
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  Blantyre                                                 Lilongwe 3 

  Tel no: 01 832 085/086                            Tel no: 01 757 085/086        

  Fax no: 01 821617                          Fax no: 01 821 617   

  Email: invest@nicoassetmanagers.com  Website: www.nicoassetmanagers.com  
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