
      Economic overview 
· During the year 2009, headline inflation  dropped 

from 10.1% in January to 7.6% in December 
mainly due to low oil prices and improved food 
availability following a good harvest. 

· The All-type Treasury bill rate stood at  9.47% in 
December from 13.37% in January. 

· The Malawi Kwacha weakened against all the 
major currencies during the year. 

· The stock market was bearish during the year 
with the MASI dropping by 15.37% from 
6,091.15 points on 1 January to 5,154.95 points as 
at 31 December.  

· Total tobacco sales for the year stand at 232.1 
million kgs compared to 195.0 million Kgs sold 
in 2008, representing a 19% increase. Tobacco 
prices averaged MK263.67/Kg compared to 
MK338.8/Kg for 2008, representing a 23% drop. 
Total realization stood at  MK61.1 billion (2008: 
MK66.1 billion).  

· Cumulative tea sales for the year stand at 6.4 mil-
lion Kgs and the average price at MK252.3/Kg 
fetching MK1.6 billion. 
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      Economic outlook 
· Inflation pressures in 2010 are likely to emanate 

from the renewed rise in international oil prices, 
strengthening world demand and weakening of the 
local currency. Tight fiscal and monetary policy 
coupled by a good harvest may counter these infla-
tionary pressures. However a dry spell in the case 
of insufficient rains will result in food shortages 
and hence inflationary pressures.  

· The Bank rate is expected to remain stable at 15% 
but may be lowered  in the third quarter of 2010. 

· In the short term, forex levels are likely to remain 
low. Proceeds from tobacco, the Kayelekera mine 
and donor support are expected to be the main 
sources of forex in 2010. The kwacha is expected 
to depreciate further in 2010. 

· Prospects for growth in 2010 and beyond seem 
positive. Increases in uranium production, a strong 
agricultural sector and gains in retail and telecom-
munications will play a part in driving the Mala-
wian economy forward. An average growth of 
5.2% has been estimated in the period 2010-11.  



���������������������	������

���������	�
��������
�
�	�� �

1.   BANKING SYSTEM LIQUIDITY 
During the year under review, the interbank market experienced 
major fluctuations in liquidity levels. During mid year, a liquid-
ity overhang was recorded. In November, however, there was a 
sharp reversal in the trend as the market became moderately il-
liquid owing to net outflows experienced by banks due to tax 
payments by their major customers. The average interbank rate 
as at 31 December stood at 8.45% from 13.86% in January 2009. 
Liquidity levels also dropped during all quarter ends as authori-
ties intensified on mopping up liquidity in a bid to meet quarter 
end targets (Source: RBM daily market statistics). 

 
2.  INFLATION 

Inflation has maintained a downward trend in the year, mainly 
owing to low oil prices and a good maize harvest which resulted 
in low food prices. Maize production in 2009 stood at 3.8 million 
tonnes, 36% above last years harvest of 2.8 million tonnes and 
54% above the annual production requirement of 2.45 million 
tonnes. Year-on-year headline inflation dropped 270 basis points 
from 9.9% in December 2008 to 7.2% in November 2009 before 
rising to 7.6% in December 2009. Year-on-year urban and rural 
inflation rates dropped to 9.2% and 6.7% in December 2009 
from 12.0% and 8.8% in the same period last year respectively.  

Food inflation dropped to 6.6% in December from 8.3% in Janu-
ary whilst Core inflation (Non-food inflation) stood at 8.7% from 
12.2%. (Source: National Statistical Office) 



���������������������	������

���������	�
��������
�
�	�� �

 
3. MONEY MARKET RATES 
      During the year under review, Treasury bill rates declined across all 

tenors. See table below. 

 

 

 

 

During the year, RBM bills were discontinued and replaced with 
RBM Open Market Operation (OMO) Repos. As was the case with 
Treasury bill rates, rates on the OMO Repo market also declined 
during the year except for the 14 day tenor.(Source: RBM daily mar-
ket statistics). 
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4. EXCHANGE RATES 
During the year under review the Malawi Kwacha weakened against all 
the major currencies. 

(Source: National Bank of Malawi Website) 

During the year, the country was faced with major forex shortages trac-
ing back to the previous year when international fuel prices more than 
trebled and fertilizer prices were high, causing the import bill for fertil-
izer and fuel to also more than treble. The payment of this bill, com-
pounded by other factors such as general election and increased use of 
purchased goods have been identified as the source of the forex short-
age. Donor support and tobacco proceeds (though lower than the previ-
ous year) helped ease the forex shortage. 

The foreign exchange reserves position deteriorated further during the 
month of December, and as at week ended 24 December 2009, the 
economy was sitting on forex of US$258.74 million, an equivalent of 
2.03 months worth of import cover  from US$287.7 million as at De-
cember 2008, an equivalent of 2.23 months worth of import cover.  
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   5.   STOCK MARKET 

The stock market was bearish during the year due to loss of inves-
tor confidence in the equity market resulting from a drop in the 
share prices of most counters. Activity on the Malawi Stock Ex-
change picked up in the latter part of the year following the good 
performance registered by Old Mutual Limited, Standard Bank 
and Press Corporation Limited.  
 
As at end of the year, the Malawi All Share Index (MASI) had 
dropped by 15.37% to settle at 5,154.95 points from 6,091.15 
points as at 1 January 2009. The Domestic Share Index (DSI) and 
the Foreign Share Index (FSI) dropped by 15.1% and 39.8% to 
4,087.19 points and 314.21 points from 4,815.55 points and 
521.59 points respectively. In the previous year, The MASI 
gained 25.6%, the DSI gained 25.95% whilst the FSI remained 
stable at 521.59 points. 

 
There were no new listings in the year. Standard Bank Limited 
was the only market mover, gaining by 8.2% from MK85/share to 
MK92/share. OML was the top market shaker dropping by 39.8% 
from MK415/share to MK 250/share. 
 
A total of 592.4 million shares were traded at a consideration of 
MK2.8 billion in 1,795 deals. In the previous year, a total of 
607.5 million shares were traded at a consideration of MK8.4 bil-
lion in 3,291 trades (Source: Malawi Stock Exchange). 
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6.   OTHER MARKET DEVELOPMENTS 
Tobacco market 

Tobacco sales for the year commenced on 16 March 2009. Total to-
bacco sold stood at 232.1 million kgs compared to 195.0 million Kgs 
sold in 2008, representing a 19% increase. Burley tobacco whose pro-
duction amounted to 208.0 million kilograms constituted 89.7% of the 
total tobacco production. Sales of flue cured tobacco stood at 20.5 
million kilograms, against 23.7 million kilograms sold in 2008. To-
bacco prices in 2009 averaged US$1.87/kg (MK263.67/Kg) compared 
to US$2.42/kg (MK338.8/Kg) in 2008 representing a 23.2% decrease. 
The lower prices were partly attributed to the global financial crisis 
which made it difficult for tobacco buyers to access credit from inter-
national lenders to procure the tobacco. In addition it was widely held 
that the country overproduced tobacco this year with respect to the 
buyers’ requirements. Total earnings for 2009 stood at US$433.1 mil-
lion (MK61.1 billion) compared to US$472.4 million (MK66.1 bil-
lion) realized in the preceding year.  However, tobacco earnings were 
still considerably higher than any other year prior to 2008. (Source: 
Monetary Policy Committee minutes, 3 December 2009) 
 
Tea market 
The tea marketing season for the year commenced on 7 July 2009. 
Total tea sold in the year stands at 6.4 million Kgs at an average price 
of US$1.74/Kg (MK252.3/Kg) fetching US$11.14 million (MK1.6 
billion) (Source: Tea Brokers Central Africa Limited).  
In 2008, total tea sales stood at MK2.67 billion (Source: Reserve 
Bank of Malawi Quarterly Economic Report, March 2009). 
. 
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In June 2009, tea accounted for about 6.3% of the country’s main 
export earnings of the month. (Source: NSO Monthly Statistical Bul-
letin, October 2009). 
There are only two auction centers in the ACP countries; Kenya and 
Malawi, and as a result tea trading takes place all year round. How-
ever, due to the seasonal nature of Malawi’s tea production the 
Limbe auction operates weekly for the six months between Decem-
ber and May and fortnightly thereafter (Source: Technical Centre for 
Agricultural and Rural Cooperation executive brief, April 2009). 
        
 Cotton market 
The cotton market was faced with a lot of hurdles in 2009. Before 
the beginning of the cotton marketing season, government an-
nounced a farm gate price of MK75/kg. However, due to the private 
traders’ reluctance to purchase cotton at that price, the price was re-
vised downwards to MK60 per kg. Despite the revision, private trad-
ers still refused to purchase cotton at the revised price. As such, on 
11 November 2009, the Malawi government announced that it had 
released an undisclosed amount of money to the government�owned 
Agricultural Development and Marketing Corporation (ADMARC) 
to purchase all remaining cotton from farmers at the government rec-
ommended price of MK60/kg. ADMARC also received government 
money for purchasing additional maize from farmers. Although the 
decision to have ADMARC purchase cotton from farmers was made 
very late, income from cotton sales is expected to increase access to 
food among food�insecure households, hence contribute to abating 
food insecurity (Source: Malawi food security update, November 

2009). 

Donor funding in the year 
· During the year Africa Development Bank (AFDB) launched a 5 year 

water sanitation project which is expected to cost about US$47.2 million 
(MK6.6 billion) (Source: AFDB Website). 

· In the month  of May 2009 AFDB approved US$36 million (MK5.08 
billion) as loan to assist in road rehabilitation in the country. The project 
aims to promote economic growth and reduce poverty through improved 
accessibility and hence lower transportation costs (Source: AFDB Web-
site). 

· During the month of May 2009, the World Bank approved a US$30 million 
(MK4.2 billion) grant to the Malawi government for general budget support 
(Source: World Bank Website). 

· In May, Malawi also received a US$6 million (MK900 million) grant from 
Japan as direct budgetary support. The grant was provided to facilitate the 
importation of commodities under the initiative of the government of Ma-
lawi (Source: MCCI Website). 

· As part of the response to the global crisis, in June the IMF embarked on 
a plan to help countries combat the economic crisis by providing special 
financing through the Special Drawing Rights (SDRs) package. Malawi 
received an allocation on US$80 million (MK11.28 billion) to help ease 
the forex shortages being experienced (Source: IMF Website). 

· In July 2009, the World Bank approved MK3 billion credit to Malawi 
under the RCIP. The RCIP is a USD 424 million World Bank sponsored 
regional interconnectivity project aimed at connecting telecommunica-
tions infrastructure for Malawi, Mozambique and Tanzania to a subma-
rine fibre optic cable across the Indian ocean to the rest of the world. 
The aim is to reduce the cost of international connectivity which in turn 
should reduce the cost of international telephony and broad band inter-
net service (Source: Africa Alliance Weekly Report). 
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· Malawi received US$30 million (MK4.2 billion) from World Bank as 
additional grant towards the Multi-Sectoral HIV/AIDS project. This is the 
second grant and will allow for a three year extension of the project from 
September 2009 to September 2012. 

· Paladin drew down US$132 million under the Kayelekera Project Financ-
ing Loan (Facility) to the end of September 2009. The Facility is pro-
vided by a syndicate of banks made up of Société Générale, Standard 
Bank and Nedbank Capital. The US$167 million project finance package 
consists of; US$145 million Project Financing Facility – currently drawn 
to US$132 million, US$12 million Cost Overrun Facility – currently 
funded with US$8 million cash and US$10 million Performance Bond 
Facility. US$110 million of the US$145 million project finance facility is 
backed by the Export Credit Insurance Corporation of South Africa. Ex-
port of Uranium commenced in August 2009 (Source: Paladin Quarterly 
Financial Report, September 2009). 

· On 19 November 2009 the World Bank provided an extra US$10 million 
(MK1.4 billion) grant for the Community-Based Rural Land Develop-
ment program (CBRLDP), popularly known as the ‘Kudzigulira malo’. 
The project which commenced in 2004 has been extended for 2 years to 
September 2011. 

7.  GLOBAL ECONOMIC DEVELOPMENTS 
GLOBAL OIL PRICES 
As a result of the financial and economic crisis, 2009 has also been 
another difficult year for global oil demand with OECD demand 
contracting by 1.8 million barrels/day. non-OECD oil demand on the 
other hand rose by 0.4 million barrels/day. This represents a decline 
to one third of its previous growth. As a result, world oil demand is 
expected to decline by 1.4 million barrels/day in 2009, down from 
an initial projection of positive growth of 0.9 million barrels/day. 
With exception of the Former Soviet Union (FSU) and other Euro-
pean countries, demand in the non-OECD regions saw some im-
provement in the second half of the year characterized by steady but 
weak growth. 
Oil supply has also experienced a series of revisions in the year from 
the original forecast of growth of  0.9 million barrels/day to the cur-
rent forecasted growth of 0.5 million barrels/day.  
Crude oil prices opened the year at US$40.44/barrel to settle at 
US$77.13/barrel as at 31 December (90.73% price increase), sup-
ported by expectations for economic growth in the coming year and 
the positive impact on demand, as well as US dollar depreciation. 
Looking ahead to 2010, the contraction in OECD oil demand is ex-
pected to narrow to 0.13 million barrels/day. Given the expected 
pace of US economic recovery, the bulk of the country’s oil demand 
growth is expected to come in the second half of the year. Non-
OECD countries will contribute 0.9 million barrels/day of total 
world demand growth. 
Non-OPEC supply growth in 2010 is anticipated to reach 0.3 million 
barrels/day 
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Given the impact of the downward revisions to demand, required 
OPEC crude production in 2009 has also been revised down considera-
bly to 28.6 million barrels/day to now show a contraction of 2.3 million 
barrels/day. In 2010, the forecast for required OPEC crude currently 
stands at 28.6 million barrels/day, representing a slight increase of 
30,000 barrels/day from the current year. A more detailed look at the 
supply/demand balance indicates that fundamentals will continue to be 
weak in the first half of the year before improving in the second half, as 
reflected in the demand for OPEC crude. 

 
Zambia 
During the year inflation dropped from 16% in January to 9.9% in De-
cember. The decline in inflation levels was mainly driven by food, bev-
erages and tobacco; furniture and household goods; transport and com-
munication; and recreation and education. On the other hand, the an-
nual inflation rate increased for clothing and footwear; rent, fuel and 
lighting; medical care; and other goods and services. The annual food 
inflation rate was recorded at 8.0% in December 2009 from 20.5% in 
January 2009.The annual non-food inflation rate stood at 11.8% in De-
cember 2009 from 12.9% (Source: Zambia Economist). 
 
The Zambian Kwacha depreciated against all the major currencies ex-
cept the US$ during the year (Source: Bank of Zambia). 

 
 
 

Uganda 
During the year under review, headline inflation dropped from 
14.4% in January 2009 to 10.9% in December 2009 mainly owing to 
a drop in Core inflation and Energy, Fuels and Utilities inflation 
from 13.4% and 4.4% in January to 7.4% and -3.2% in December 
2009 respectively. food inflation on the other hand rose to 34.3% 
from 26.8% (Source: Uganda Bureau of Statistics). 
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The Ugandan shilling recorded some mixed movements during the  
year strengthening against the US$ and EUR but weakening against 
the GBP and ZAR. 

 

Tanzania 
During the year headline inflation experienced some mixed move-
ments, dropping from 12.9% in January 2009 to 10.7% in June 2009 
before picking up to 12.5% in November 2009. During the same pe-
riod, food inflation rose to 18.1% from 17.3%, whilst non-food infla-
tion rose to 4.4% from 4%. December inflation figures are not avail-
able. (Source: National Bureau of Statistics - Tanzania) 
 
The Tanzanian shilling experienced mixed movements during the year, 
weakening against the EURO and ZAR but strengthening against the 
USD and GBP.  
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  8.    HIGHLIGHTS OF THE YEAR 
· New RBM Governor appointed 

On 14 September 2009 Dr. Perks Ligoya was appointed as the new 
RBM governor replacing Mr. Victor Mbewe who resigned on 14 May 
2009. 
 

·    Malawi hit by serious fuel shortages 
In December 2009 Malawi was faced with serious fuel shortages at-
tributed to forex scarcity and congestion at the ports of Dar es Salam 
and Beira. As a result, Petroleum Importers Limited (PIL) secured a 
US$50 million loan from PTA bank to finance the fuel purchase. 
 

· Malawi ranks 132 in the doing business report. 
Out of the of the 183 countries included in the doing business re-
search, Malawi rose to position 132 from 131 in the previous year. 
Singapore emerged the top economy on ease of doing businesses for 
the fourth time in a row. Mauritius was the top African country at po-
sition 17. 

 
· Malawi holds Presidential elections  

According to the final presidential results of the May 19 general elec-
tions, Dr. Bingu Wa Mutharika emerged winner scooping 60% of total 
votes. Mutharika was followed by Mr. J.Z.U. Tembo who scooped 30.7% 
of total votes (Source: Standard Bank S.A Report, 29 May 2009).  
 

· 2009/10 National budget unveiled 
On 3 July 2009 the 2009/10 National budget was unveiled in parlia-
ment by the finance minister. Total expenditure to increase by 13% 

from MK226.5 billion in the previous budget to MK256.8 billion. To-
tal revenue and grants increase by 19.2% from MK205.1 billion to 
MK244.3 billion. Agriculture remained the most funded sector, receiv-
ing 13.1% of the total budget at MK33.54 billion. 
 

· Malawi joins the Agriculture adaptations initiatives 
11 developing countries, Malawi inclusive, joined the Agriculture ad-
aptations (AADAPT) initiative. AADAPT supports rigorous assess-
ment of agriculture development projects known as ‘impact evalua-
tion’. The initiative has the potential to enhance agricultural develop-
ment and improve the lives of smallholder farmers and all who are de-
pendant on agriculture.(Source: World Bank website). 
 

· Input Subsidy program 
The input subsidy program for 2009/10 commenced in October. Ap-
proximately 1.6 million families are expected to benefit from the pro-
gram this season. The subsidy program was extended to hybrid seeds 
(in 5Kg packs) and legumes (beans, soya and cow peas in 1 Kg packs). 
Fertilizer has been selling at MK500/50Kg bag from MK800/50Kg 
bag last year. The economy already had about 83,000 metric tones of 
fertilizer in stock from last year and hence government purchased an 
additional 77,000 metric tones. The entire subsidy program for this 
season should cost the government about MK24 billion (9.4% of the 
total budget). 
 

· Electricity tariffs hiked  
In November, MERA approved an electricity tariff hike of 36% from 
MK6.01/Kw/hour to MK9.39/Kw/hour  to be effected on 1 December 
2009. 
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  9. OUTLOOK FOR 2010 AND BEYOND 
Inflation 
In 2010, dwindling foreign-exchange reserves may force govern-
ment to abandon the currency peg and hence putting pressure on 
inflation. In addition stronger demand should be expected as the 
various economies recover from the global crisis. Stronger de-
mand may materialize into higher commodity prices. The re-
newed rise in oil prices is also likely to put pressure on inflation. 
However, 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. A 
good maize harvest in 2010 may also ease inflationary pressures, 
however adverse weather conditions may derail this.. The Eco-
nomic Intelligence Unit has projected an average inflation of 7% 
in 2010 and 6.8% in 2011 (Source: EIU report, December 2009). 

 
Interest rates 
During the most recent Monetary Policy Committee (MPC) meet-
ing that took place on 3 December 2009, authorities agreed to 
maintain the current tight monetary policy stance through intensi-
fied 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 safe-
guard foreign-exchange reserves. The EIU however, expects that 
the central bank will begin to lower interest rates in 2010 and will 
continue on this path into 2011, as inflationary pressures ease fur-
ther (Source: EIU report, December 2009). However, in the event  

that the Kwacha is devalued further, interest rates may rise to contain 
the inflationary effect of the devaluation.  
 
Exchange rates 
As at end of 2009 forex levels were well below the required level of 
3 months worth of import cover. In the short term, forex levels are 
likely to remain low. In 2010, however, sales from tobacco, the 
Kayelekera mine and donor support are expected to improve forex 
availability. The local currency is currently overvalued as depicted 
by the black market exchange rates. Though authorities have partly 
devalued the Kwacha, the Economist Intelligent Unit has forecasted 
that Kwacha is facing  period of sustained depreciation which should 
see the Kwacha weaken to an average of MK195.8/US$ in 2010 
(Source: EIU report, December 2009).  
 
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 could improve 
further should Dr. Mutharika win the next rotation of the chair of the 
African Union (AU) due in 2010 (Source: EIU Report, December 
2009).  
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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, December 2009). 
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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.   


