
      Economic overview 

• Headline inflation for the month of December 
2009 rose to 7.6% from 7.2% in November ow-
ing to the seasonal scarcity of food. 

• The All-type Treasury bill rate stood at  9.5% in 
January 2010 from 9.47% in December 2009. 

• During the month of January 2010 the Malawi 
Kwacha weakened against all the major curren-
cies except the ZAR. 

• The stock market was flat during the month 
with the MASI remaining stable at 5,154.95 
points as at 31 January 2010.  

• Cumulative tea sales for the year stand at 8 mil-
lion Kgs and the average price at MK246.5/Kg 
fetching total realization of MK1.9 billion. 

• Oil prices declined during the month of January 
2010 with the basket of 12 crudes settling at 
US$71.64/ barrel at the close of the month from 
US$76.24/barrel at the beginning of the month. 
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      Economic outlook 

• Headline inflation is expected to increase in the 
ensuing month due to seasonal food scarcity re-
sulting in higher food prices.  

• Money market rates are expected to fluctuate in 
response to fluctuating liquidity levels. The Bank 
rate is expected to remain stable at 15% but may 
be lowered  in the third quarter of the year. 

• The kwacha is expected to continue depreciating 
as forex levels remain low. Proceeds from to-
bacco, the Kayelekera mine and donor support 
are expected to be the main sources of forex in 
the year.  

• Prospects for growth in 2010 and beyond seem 
positive. Increases in uranium production, a 
strong agricultural sector and gains in retail and 
telecommunications will play a part in driving 
the Malawian economy forward. An average 
growth of 5.2% has been estimated in the period 
2010-11.  
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1.   BANKING SYSTEM LIQUIDITY 

During the month under review, the interbank market was mostly 
liquid though closing at a tight position. The average interbank rate 
dropped to as low as 3.28% on 21 January 2010 but increased to 
8.45% at the close of the month as liquidity levels dropped. The 
liquidity mop up exercise that took place towards month end  was 
probably to control inflation levels, which as at December 2009 
started increasing. Liquidity mop up was mainly through open mar-
ket operations as there were very few forex sales to the market. Due 
to the liquidity mop up some players sought accommodation at the 
RBM Discount Window. The largest amount borrowed was K5.3 
billion on 27 January 2010 (Source: RBM daily market statistics). 
 

2.  INFLATION 
Year-on-year headline inflation for the month of December 2009 
rose 40 basis points from 7.2% in November 2009 to 7.6% in De-
cember 2009 largely on account of emerging scarcities of some sea-
sonal food stuffs. Non-food inflation also recorded an increase due 
to increases in the price of beverages, housing and recreational ser-
vices. See table below for details (Source: National Statistical Of-
fice). 
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3. MONEY MARKET RATES 

      During the month under review, Treasury bill rates recorded mixed 
movements. See table below. 

 

 

 

 
Total maturities for the month stood at MK8.2 billion against total 
allotments of MK7.1 billion. As such, a net injection of K1.1 billion 
was made through Treasury bill operations for the month. 
 
On the  RBM Open Market Operation (OMO) Repos, mixed move-
ments were recorded on the rates of the various tenors. See table be-
low for details (Source: RBM daily market statistics). 
 

   31-Jan-10 31-Dec-09 Change 

Overnight 4.85% 2.11% 2.74% 

7 days 5.88% 6.50% -0.63% 

14 days 8.40% 8.50% -0.10% 

30 days  9.00% 9.00% 0.00% 

60 days 9.38% 9.00% 0.38% 
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4. EXCHANGE RATES 

During the month under review the Malawi Kwacha weakened against 
all the major currencies except the South African Rand. See table be-
low. 

(Source: National Bank of Malawi Website) 

The foreign exchange reserves position deteriorated during the month 
of January, and as at 29 January 2010 the economy was sitting on forex 
reserves worth US$246 million, an equivalent of 1.91 months worth of 
import cover compared to US$275 million, an equivalent of 2.13 
months worth of import cover as at 31 December 2009.  
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   5.   STOCK MARKET 

During the month the stock market was flat with very little activity 
taking place on the Malawi Stock Exchange.  
 
The Malawi All Share Index (MASI) remained stable at 5,154.95 
points, The domestic Share Index (DSI) at 4,087.19 points  and the 
Foreign Share Index (FSI) at 314.21 points.  
 
A total of 8.4 million shares were traded at a consideration of MK49 
million in 91 deals. In the previous month, a total of 188.6 million 
shares were traded at a consideration of MK433.6 million in 116 
trades (Source: Malawi Stock Exchange). 
 
During the month, NICO Holdings Limited issued a trading statement 
for the year ended 31 December 2009. According to the trading state-
ment the company is expected to register a 14% drop in net profit 
from the previous year. Net profit is therefore expected to be at 
MK1.8 billion from MK2.1 billion in 2008. 
 
Sunbird Tourism Limited also issued a trading statement that its net 
profit for 2009 would be 22% below that achieved in the previous 
year. As such net profit is expected to fall from MK317 million to 
MK278.96 million. 
 
Real Insurance issued a trading statement that it is expecting to break 
even for the year 2009. Net profit in 2008 stood at MK41.6 million. 
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6.   OTHER MARKET DEVELOPMENTS 

Tea market 
During the month under review total tea sold stood at 1.6 million Kgs, 
fetching an average price of US$1.62/Kg (MK234.9/Kg). The total re-
alization stood at US$2.6 million (MK377 million).  

 
Cumulatively sales for the season stand at 8 million Kgs at an average 
price of US$1.7/Kg (MK246.5/Kg). Total realization therefore stands at 
US$13.7 million (MK1.9 billion). 
 
National Bank reveals plans to issue K2 billion savings bond 

During the month of January 2010, National Bank of Malawi revealed 
its intention to issue a 1 year, K2 billion Savings Bond. The bond will 
provide an interest rate of 10% which will be provided along with prin-
cipal at maturity. The minimum investment amount is K50,000 whilst 
the maximum investment amount is K10 million per client. The offer 
will run starting 1st February and will continue until the entire amount 
is raised. The bond can be used as collateral in the event that one wants 
to raise funds against it. 
 
Government gears up for possible food shortages 

Owing to the dry spell that has been experienced in some parts of the 
country, it is expected that food production will be below the required 
national amount implying a possible hunger situation. Consequently, 
government has reported that it has maize reserves amounting to 
140,000 metric tonnes and intends to purchase an additional 30,000 
metric tonnes in readiness for the expected poor harvest. Malawi re-
quires about 2.1 million metric tonnes of maize a year.  

IMF helps release budgetary support to Malawi 
During the month the IMF released an assessment letter to donors 
under the Common Approach to Budget Support certifying that Ma-
lawi will have a new program with the fund. The move is expected 
to unlock K80 billion in donor funds.  
 

Donor support 
German government donates MK1.1 billion: The German govern-
ment  donated MK1.1 billion (Euro 5 million) to Malawi. A second 
donation of the same amount should be expected in April this year. 
The donation came at a time when other donors are holding back 
their support pending the release of the IMF report on Malawi which 
is expected on 19 February 2010.  
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AFDB grants Malawi MK47.9 million: The African Development 
bank (AFDB) granted Malawi about K47.9 million as funding towards 
the Shire-Zambezi waterway feasibility study. 
 
Malawi gets MK45 billion from MCA: Owing to the achievements 
registered  in recent years, the United states government through its Mil-
lennium Challenge Account (MCA) initiative granted Malawi MK45 
billion (USD300 million). 
 

Ethanol-petrol ratio to rise to 20% 
In a bid to reduce the import bill for fuel, a taskforce set up by the Ma-
lawi Energy Regulatory Authority (MERA) recommended that the 
blending ratio of ethanol in petrol be increased from the current 10% to 
20%. According to MERA, the local ethanol is of a good quality and is 
therefore not expected to adversely affect the quality of the fuel.  
 
Government sets lower minimum purchase prices for Agriculture 

produce 
Government minimum price for cotton for 2009/10 Agriculture season 
has been set at K52/kg from K60/kg in the previous season, representing 
a 13% decline. The minimum price for maize has been set at K35/kg 
from K50/kg in the previous season, representing a 30% decline.  
 
Dr. Mutharika appointed Chair of the AU 
On 30 January 2010, Dr. Mutharika was appointed Chairman of the Af-
rican Union (AU) replacing the Libyan leader M. Gadaffi who served as 
chairman for two consecutive terms. 

 

7.  GLOBAL ECONOMIC DEVELOPMENTS 

GLOBAL OIL PRICES 
During the month under review, oil prices were on the decline with 
the price of the OPEC reference basket of 12 crudes dropping from a 
one year high of US$80/ barrel recorded on 7 January 2010 to 
US$71.64/ barrel on 31 January 2010 (1 January 2010: US$76.24/
barrel). Prices moved down as bearish sentiments in the futures mar-
ket emerged again after the weather conditions improved 
(temperatures increased) along with a build up in the main compo-
nents of US oil inventories — crude oil, gasoline and distillates. 
Warm weather conditions result in lower demand for fuels, which are 
also used for warming. 
 
World oil demand declined by 1.4 million barrels/day in 2009. In 
2010, world oil demand is forecasted to grow by 0.8 million barrels/
day. The decline in OECD consumption is expected to shrink as eco-
nomic activity increases. Similarly, non-OECD countries are fore-
casted to grow at a higher rate of 1.0 million barrels/day, compared 
with a rate of 0.5 million barrels/day in the previous year. 
 
In 2010, non-OPEC oil supply is expected to increase by 0.4 million 
barrels/day to average 51.3 million barrels/day. The adjustment came 
partially from the US and Russia on the back of higher oil production 
in the fourth quarter of 2009. (Source: OPEC Monthly report, Janu-
ary 2010) 
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Zambia 

Headline inflation for the month of January 2010 dropped 30 basis 
points to 9.6% from  9.9% in December. The decline in inflation lev-
els was mainly driven by a drop in the prices of food.  See table be-
low for details (Source: Zambia Economist). 

 
 
 
 
 
 

The Zambian Kwacha strengthened against all the major currencies 
during the month under review. See table below for details (Source: 
Bank of Zambia). 

Uganda 
During the month under review, headline inflation dropped from 
10.9% in December 2009 to 8.8% in January 2010 mainly owing to 
a drop in food, utilities, energy,  and fuel prices. See table below for 
details (Source: Uganda Bureau of Statistics). 

 

 

 

 

The Ugandan shilling recorded some mixed movements during the  
month strengthening against the EUR and ZAR but weakening 
against the US$ and GBP. 
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Tanzania 
During the month of December 2009, headline inflation dropped 30  
basis points from 12.5% in November 2009  to 12.2% owing to a drop 
in food prices brought about by good rains. Food inflation contributes 
55.9% to the inflation basket. See table below for details. January 
2010 inflation figures are not available. (Source: National Bureau of 
Statistics - Tanzania) 

 
 
 
 
 
 
 

The Tanzanian shilling experienced mixed movements during the 
month, strengthening against the EURO and ZAR but weakening 
against the USD and GBP.  
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  8. OUTLOOK FOR FEBRUARY AND BEYOND 

Inflation 
Headline inflation is expected to increase in the ensuing month 
due to seasonal food scarcity resulting in higher food prices. Con-
tinued devaluation of the Kwacha should exert further pressure on 
the inflation index mainly through imported inflation. During the 
most recent MPC meeting that took place on 3 December 2009, 
authorities agreed to maintain a tight monetary and fiscal policy 
stance in order to keep inflation in check. The Economic Intelli-
gence Unit has projected an average inflation of 7% in 2010 and 
6.8% in 2011 (Source: EIU report, January 2010). 

 

Interest rates 

At the Monetary Policy Committee (MPC) meeting, authorities 
agreed to maintain the current tight monetary policy stance 
through intensified open market operations. As such it was agreed 
that the bank rate remain at 15%. In the short term, the RBM 
seems intent on maintaining interest rates at current levels in an 
attempt to safeguard foreign-exchange reserves. In addition, ris-
ing inflationary pressure in 2010-11 will also make interest cuts 
less likely over the forecast period (Source: EIU report, January 
2010). Further devaluation of the Kwacha may result in an in-
crease in interest rates as authorities endeavor to contain the infla-
tionary effect of the devaluation.  
 
 
 

Exchange rates 

As at 29 January 2010, forex levels were well below the required 
level of 3 months worth of import cover. In the short term, forex lev-
els are likely to remain low. However, sales from tobacco, the Kaye-
lekera mine and donor support are expected to improve forex avail-
ability. The Kwacha is expected to continue experiencing minor de-
preciations in February. The Economist Intelligence Unit has fore-
casted that government will attempt to manage a slow depreciation 
during the year (Source: EIU report, January 2010).  
 
International relations 

Relations with the economy’s major trading partners (South Africa 
and the EU) is expected to remain good. China will become a major 
destination for Malawi’s exports and  a major source of funding. Dip-
lomatic relations with China remain strong. Donor support in general 
should remain strong provided Malawi does not go off track of eco-
nomic policies. Relations with other African countries will improve 
further with Dr. Mutharika’s appointment as the chair of the African 
Union (AU) (Source: EIU Report, January 2010).  
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Economic growth 

The Malawi economy is expected to grow by 6.3% in 2009 from 9.7% 
in 2008 mainly owing to low earnings from tobacco and forex short-
ages. Prospects for growth in 2010 and beyond seem positive. In-
creases in uranium production, a strong agricultural sector and gains in 
retail and telecommunications will all play a part in driving the Mala-
wian economy forward. An average growth of 5.2% has been esti-
mated in the period 2010-11 as expansion in other subsectors, such as 
telecommunications, transport and finance, is expected to tail off after 
several years of high growth. The gains to be made in the agricultural 
sector are falling and there is the persistent risk of adverse weather 
conditions affecting prospects: Malawi has escaped widespread 
drought since 2005 and there is some concern that the El Niño phe-
nomenon may affect rainfall levels in 2010. Uranium production will 
soon reach full capacity, also limiting the room for further gains. No 
other major mining projects are sufficiently advanced to have an im-
pact on growth forecasts in the next two years. Meanwhile, there are 
indications that the government's exchange-rate policy is causing 
some investors and businesses to scale back their involvement with 
Malawi, and this could also have an impact on growth levels. (Source: 
EIU report, January 2010). 
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APPENDIX 1: Selected economic indicators for Malawi 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

        N/A: No information available 
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APPENDIX 2: Selected economic indicators for Zambia, Tanzania and Uganda 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  N/A: No information available 
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APPENDIX 2: Exports and Imports 2008—(Malawi) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Contact details  

For more information or queries contact us on the following number; (+265) 01 832 085, Email; economics@nicomw.com. Our fax  
number is (+265) 01 821 617 
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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.   


