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1.0 INTRODUCTION 

Lusaka, Monday, 4th October, 2010 

The Bank of Zambia 
(Act No. 43 of 1996) 

The Monetary Policy Statement 

(VoLXLVI, No. 72 

This Monctury Policy Statement rc\'icws the performance of monetary policy during the period January to June 2010. 1:he statement 
also outlines the formulation of monetary policy during the second half of20 I O and discusses maJor challenges which may impact on the 
conduct of monctary policy during this period. It further outlincs policy actions that the Bank of Zambia may take to address the 
challenges. Thc summary of the principles that will guide thi: Bank of Zambia's monetary policy formulation and implementation over the 
next t\\O years up to Dcccrnbcr 2012 are discussed in the final part of the Statement. 

2. 0 T ARGETS .\:-ID CJJALLESGES 

In ordcrto achievc the cnd-ycar 20 I O inllation target of8.0%, it was envisaged that in the first halfofthe year. reserve money and broad 
money gro,, th would not cxcced 5.5% and 9. 9%. respectively (sec Table I). 

Oo111Jst1c hnJ1 ~,~o , •.-, ol GDP) · 

Sou•~•: Ct llllal '- t~:1•;1.r:111 ,:111·r . rt:,, '..1nn:h11·. JIIO Bank ol 7,1111b1a 
• llltlll ,tic, JI U l,H\!el Ulr(h:: Ille f'il(if f':uqr.unmc 

• lnlla\10 11 •11,ur,;s ,11u ,m ,11111ua1 b,1.s,s 

J fowcvcr, the Bank faced the following challenges in achieving its inllation target: 

Increases in transport charges following the 15% upwurd adjustment in domestic fuel prices effected in January 2010 und the 
i:nsuing knock-on effects this had on prices of services and manufactured goods; 

Seasonal price increases 011 maize grain, mealie meal and vurious fresh vegetables due to lower supply in the first quarter; and, 

Pass-through effects of the Kwacha's depreciation against the US dollar in the second quarter. 

These inflationary pressures were partially mitigated by improved supply of maize and other food stuffs in the second quarter of20 I() 
and the appreciation of the Kwacha in the first quarter. 

Jn terms of monetary operations. the Oank continued to implement monetary policy to keep money supply growth within the 
programmed path so as to contain the effects of !he above challenges. Accordingly, the Bank largely relied on indirect instruments of 
monetary control. notably, Open Market Operations (OMO). This was complemented by prudent fiscal operations. 

3.0 AsSESS~IEi':T Of MONETARY Poucv 0LJTCOME, J ,\NU/\RY - JIINE, 201 O 

During the first half of20 I 0, annual overall inOation declined by 2.1 percentage points to 7.8% in June 20 I O from the 9.9% recorded 
in l)ecemb..:r 2009. Broad money and reserve money increased by 18.4% and 1.2% respectively, during the review period. 
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. . Id rates of Government securities downwards. The 
· · 1tinued to drrve yre ,, · D ember 2009 s· ·1 1 The high and competitive demand for Government sccurr!rcs cor ¾ . June 20 I o from 9.5~o 111 cc · 1m1 ar Y, the 

.:omposite wcightcd average Treasury bill yield rate declined to 6-0 0 111 

Government. 9¾ • December 2009. 
. . . . 5¾. June2010 from 15. o 111 

Bomls' composite weighted average yield rate dcclmcd to 9· 0 111 
f

2
0 10 The.Weighted Average Lending B 

ied in the first half o · . ase 
Developments in commercial banks' nominal interest rates were var O ( 22 ?%) and 27.7% (29.2%) Ill June 201_0, respectively. 

Rate (\VALl3R) and the Average Lending Rate (ALR) decreased to 21 ·0 ~ h. JO-day deposit rate for amounts exccedmg K20 million 
l lowcver. the Average Savings Rate (ASR) for amounts above K 100,000 an t e 
both remained unchanged at 4.7% and 5.6%, respectively. h If f th f 

. d t d ·d during the first a o c year, on account o low 
The fon:ign exchange market recorded a decrease 111 the volum~ of fun 5 ra ~ f VAT refunds. which reduced the need to unwind 

inflows from the large corporate sector. The low inflows wc~e mamly_ on a~c~un -~ ,ction in the supply of foreign exchange, there was 
foreign exchange holdings to meet domestic payment obligations. In vrcw O, tier~ ~ 5 12? .89/US$ in June 20 I 0. from K4,687.89/US$ 
pressure on the Kwacha causing it to depreciate by 9.3% to a monthly average O ' -

recorded in December 2009. 

Box 1: summary of Economic Developments, January • June 201 O 

. d I acrocconom1c slability rn 2010. Severa11~d1cators point to c: slrong real GOP growlh anc a consoll a~on o m 

The ove1all assessment or economic an<l financial sccto1 <Jcvclopmcnts over the lir~t hall ol 20 t O is lhat growlh has been strong aoct lhat 
the mone12ry policy outcomrs h~ve been cons1s:cnt w11h lhe 1argcts set at 1110 beg111mng of the year. 

• TI1e:e a1e firm rndicalions thal real sector output will be strong: 

• Agncultureoulput was strorgwith a reco1d mJizc crop producing an exportable surplus ol 1,085.i09 metric tonnes of maize 

• Pr, :l:111111,1, \' t.tuoa:cs tnlf,r;,t, 1ha11r1111nq s~r.lor oulput was around 8'~ h1ahcr than the_levcls recor_ded over the correspondi~g 
p3ruo m 2G09 Fie• mmJry cs:unatts ,r~1c.atc t'1a1 copaer and cobalt output stood al 363.958 melnc tonnes. and 3,990 melnc 
:on1;:;s, 1cspe.c:,velr. ov1:r :t.e lust half ol the yea•. · 

• TI·, ,,:crna1 srct11 d',o ~ho1•,rd a nia,~ed improvement lor the \'Car lo June 2010, with th~ trade balance rising lo US S632.5 million ' 
tar 11,c \~ar t:. J.'n•: ~·o: :)_ comr.a·cd w1;~ n~y.it vc tJS S111.2 111111,on over the correspor.ding period In 2009. In addition Non
Tra~,·,o, J E•~.,·:s 1·ms1 Jt LS S 5,6 8 m1lhon were appro,(imately 62o/o aoova the US S 356.2 million reeorded over the 
co·r~sponJ1Pg per M 111201J9. 

• ;.,1 I~~ mo~;;:a-,· targets tor June 201 O under l~c Extended Crec,t Fac1hty (ECF) v,ere met. \'11:h overall inflation falling well within single 
c1,,11s :,: ~ a~.1:1Jme2010 

• Hc;~.tver If,~ l1ay,; Ii •n t ,c g:ob,1 linancia. mar~cts r.□atmues to present challenges in the foreign exchange market. with exchange 
ra·c .;1a~11·:y rernm 19 a Icy conc.:rn 

• O~s;,:~ .1 ,...,.,,,, ••. ,, T ~rr, , tl1'~~, du,,r,g rhc !ust ha I 'lf the 1·ea1, c1r.drt dcv~lopments generally rerrained unla 
O 

bi f th 
p1r,J:., ;wr,, :,,rg,:;y :.r. <ICCQurt ol :1ghltneo lcuc,ng co11l1111ons by~ommercial banks m the wake of the Ina~ ~alra . ~ or el d 
1·.,:h 111, h1gn cr,st ol or,rro·:iina ' ' era cns1s, coup e 

J . J 01•1 R-\ I L J'l ll MICIN 

The annual overall i111la1ion rate declined by 2. 1 pcrcer11·,ge points t ) 7 8"' : J 1 . 

11as below the 8 2% proJcction for the period. This outturi\ w is nninl(, . . t't :'b' "
1 1

1
'ne -

1
° 1 O from the 9 .9% recorded in December 2009, and 

I I. Ii t · ' · ' •1 rr llll.:< tot 1c slow dow11 · r I · 11 · r supp yo mo~t oot Jt.:111~. parr1c11J ,irl" \:cr.:,il~ and \'t••ct·ihks I low.·. . . 
1 

· . · 111 ,oo< 111 atron ,a llowing improved 
. I ., . I I , . ,,. ' . . c, cr. ,1n11ua non-food rntlat' . d I . 

prrccs coup cu 11·111 t 1c pass-through dft:<.:ts of the depreci·,t inn ofth, L' ••• 
1 

. • run rema111c ugh, reflecting higher fuel 
I <l 'Ii bi 2) Of h I 7 oo . , c "'" ,le m agarnst the US I II d 1 ~. ~ an a c • l c tota .o ~0 annual rnOat ion outturn, food products uc. . · . < 0 .ir an ot 1cr llll~Jor currencies (see Chart 
accounted for 5.9 percentage pornts. · counh.:d lor 1.9 percentage points while non-food products 

Chart 1: Annual Inflation, December 2004. June 2010 
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Table 2: Inflation Outturn. December 2004 - June 201 O (in percentages) 

Monthly j Annual I Year-to-date 
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The annual non-food int~ation rnte_ slowed down _10 11 .o•y~ in March 20 I O from the_ I 1.8 % recorded in December 2009. and then rose to 
I I .Ro/o in June 20 I O. This was mainly due to an mcre~e 111 fuel pn~cs c~upkd ,1·1th pass-through effects of the Kwacha's depreciation 
against the US dollar during ~1'.e first half of the year._ l·lr~her annual rnlla11on rates were ~ecordcd in th~ following sub-groups: Rent, fuel 
and lighting 15.7% [ 11.4%1; I rans~ort and _co111mu111ca~on I I.~% [-3.4"-:]; and Recreation and education I 0.8% [ I 0.6%). Lower annual 
inflation rates were noted on Cloth1_ng and toot wear 9.9 1/o [ 15.81/o]; furmturc and houschold goods I 0.1 % [17.6%] ; Medical care 14.4% 
[ 15_9%]: and Other goods and services I 2.8% [26.0%). 
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3.1.2 f'OOD fNl'l.,\TION 

Th 
. d fi I 9 percentage points of the annual overall intl t· 

c annual food 111tlation rate slowed down to 3.8% (8.0%) and accounte or · k" , d 11 1 . a ion 
t 

-
1
-
1 

· r: . h ·c 5 of cereals brea ,ast an ro er mea various r. h 
ou turn. 11s ,avourahlc development was attributed to decreases rn t e prl e · ' . - h k ' ,rcs . bi b . 1 I of the co111mod1t1es on t e mar et. 
vegeta cs. cef products and dncd knpcntn, following improved seasona supp Y 

3.2 MONIITARY AND CREDIT D EVELOl'MENTS 

3.2. I Reserve Money 

In the first halfofthe year. liquidity conditions in the banking system were expected to im~r~ve. Jn view of this, the target fo_r end-June 
20 I O was rcvi~cd upwards from the end-December target of K3.82 I .O billion !o K4.277.0 b1l11on, t~ accommoda~e the _matunty of open 
market opera~1ons (OMO) liabilities contracted from the preceding period. This was also meant to stimulate banks lcndmg to the private 
sector followrng the global financial crisis. 

The main sources ofliquidity growth emanated from net Government spending which injecte~ ~988.9 ?ill ion into the banking system. 
H?wcvcr. net sales of foreign c:1.changc constrained the banks' liquidity growth by K537.7 billion, while net open market operation 
wllhdre_w K234_. 7 h_illion from the banking system. In addition, net sales of Government securities withdrew K 144.3 billion. In spite 0} 

th:se w1thd_ra~vmg 111tl~ences, the level of liquidity remained high. This prompted the Bank to conduct OMOs. <;onsequcntly, a total of 
K:,_.229.6 brl_lron was withdrawn from the banking system. As a result, reserve money grew by 1.2% to end the period at K4,020.3 billion 
This was a n sc from K3 ,973.8 billion recorded at end-December 2009. Nonetheless, this growth outturn was within the programmed 
growth rate of 5.5% (sec Chart 2). 

..: .2ov 

; . ,·•·,.. 
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3.2.2 13KOAD M r,~F.Y 

Chart 2: Reserve Money, June 2008 • June 201 0 

------------

During the first half of20 I o prc.:l iminary <I'll" ·I 
the 8.0% recorded in the pre; ious period TI '.' s rowlthut broad nwney (M3) growtl I . 
domestic as t ('NI)/\ · ll.: grnwt I m M3 w · 1 increased to 18 2o/r · sc s ), contributing If .2 pcn:ent 1 . . as 111a111ly driven b , · . · 0 111 the first halfof20 10 from 
~8.4%, largely_ as a result of lhe (h:prcciutiun of 11i ~~ p'.11:,us and, 7.0 pen:cnta1--:e p~ ~~ow1Mh Ill both nct foreign assets (NFA) a~d net 
account of the merease in net claims e ,,ac lU ag11111st m . . ~. n s lo 3 growth ' . 
increased bv 32 I'¼ _. th . •. ' . on cent~al government. Ex ·I I: ?Joi_ trading currencies s· ·1 ' n.:spect1~ely. The NFA rose by 

, . o Ill c period under review. compared will cl t •~1g lorc1gn currcncy dcp -_- •~• arly. NOA increased by 11 .0% on 
On an annual ba~is, M3 growth increased to 27 70, . 1 .81/o recorded in the seeon~~~~llf~at_ contracted by 6.4%. money supply 

for end-December 20 I 0 ol" 16 uo, ( . c·1 . ,o 111 June 20 I() 1·1·0 20 . a of 2009. 
T 

. ,., sec iart 3) ·1·1 · • m ( '¼ · 
he ND/\ increased b)• 5" .,o, (D · 11s outturn 1, .. 1,. ,~. 1 · 

1 0 111 June ?009 an 1 
1 

°-- ,o ecember'009 2 '·' 0 1gc y I - · t Wasab , h · 
n~gcly rcllcctcd the continued stron ' - . . 1-_9%). tontributin ' l Uc to the rise in thc NOA. '. ovc t c annm'.l growth projc~uon 

ol 9._8% recorded in December 2009 ~ gro~vth !n credit to Govern men gl 28.3 percentage points . giowth as the NI-A growth declined. 
decl111cd by 5.9% in local eurrencv l~~nlnbut1ng negative 0.6 pcrceni; ''.ow~ver, the NFA decrcto.~nnual M3 growth. This development 
2009. ms. annual money suppl)· age _points to M3 01111 ascd by 1.2% compared with the decline 

growth 1nc urn. Excluct· " · · h rcased to 49.0% in · mg ,ore1gn currency deposits t at 
June 20 I 0. from 8.8% recorded in Juni: 
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Table 3: Broad Money Developments (in K' billion unless otherwise stated), June 2008 - June 2010 

Description Jun 2008 Dec 2008 Jun 2009 · Dec 20091 Jun 2010• 

Broad Money -(~13) 10.840.1 13,044.3 13,075.5 · ··· 14,125 s;' 16,698.3 

o/w Foreign Exchange Deposits 3,478.2 4,371 .9 5.068.3 5,095.81 4,769.9 

M3 (excl. Foreign Exchange Deposits) 7,361.9 8,672.4 8,007.3. 9.029.ii 11,928 4 

6-Month Change in M3 (%) 1.2 20.3 0.2
1 

8.01 18.2 
6 M · I I 
· . o_nt~ ~~a~g_c j~ ~o_re19n Exchange Deposits (%) -11.0 25.7 __ .Jit _ _ ~ - ----6.4 

6-Month Change 1n M3 (excl. Foreign Exchange Deposits)[%[ 8.2 17.8 -7.i l 12.81 32.1 
I • • . 

Annual Change in M3 (%) 26.7 21 .8 20.6 · 8.3, 27.7 

Annual Change in Foreign Exchange Deposits(%) 14.2 11.9 45.7 16.6i -5.9 

Annual Change in M3 (excl. Foreign Exchange Deposits) ['lo] 33.5 27.5 8.8 1 4.1, 49.0 

Source: Bank or Zambia 

Chart 3: Annual Broad Money Growth, December 2006 - June 2010 
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3.2.3 00,11:sn c CREDIT 

Growth of domestic credit. comprehensively defined I? i~1cl11de foreign e~m.:ncy loans. ros~ lo_ 13.1 % ~uring ~he lirst half of 201 O 
. ·d with 9.3% recorded in the second half of 2009. 1 ltts oullurn was mainly 011 account ol an mcn.:asc 111 credit to the Government. 

co_mS,'ir~ to the Government increased by 32.0% compared with a growth or 5!U% in the last hair of 2009, and contributed 10.6 
Len 

111
tg . poi·iits 10 domestic credit growth. Further. credit to the private sector (including public cntcrpriscs) rose by 3.8% during the 

pcrccn age <l · h 11 I · r ( 09 'b · · · . • ·d ·riod up from negative 5.2% rccordc rn t c sccon( HI I o 2 l , tlrns contn ut111g 2.5 percentage pomts lo domestic credit 
review, 1.: 1.P~ludi;ig foreign cum:ncy denominated loans thnt rose by 3.8%. domestic crt:dit growth rose to 16. l % from the 14.1 % increase growl 1. ~xc 
during the second half of 2009. 

. . al basis. domestic credit growth increased to 23.6% in June 20 I O from the 15.2% growth rate recorded in Dcccmbt:r 2009. 
On ,m ,mnu · I d I I' C I . h 'b d 9 . The increase in annual domestic credtt g

1
rowtd1_ was

1 
uc t_o em 111g 1((1. ,o

1
vc

1
~nmcntb.

1
~v 11c co1~tn )u~e

11 
b24. percentage points to annual 

. . . . •<l't growth. However. annua ere tt tot 1c private sector me lll 111g pu 1c enterprises le y 1.6% and contributed negative 
domcSll~

1
~;

1
~ ,~ points to annual domestic credit growth. Excluding foreign currency denominated credit. which increased by 0.3%, local 

1 ·2 perced. g ninated domestic credit growth rose to 32.5% from 30.3% in December 2009 (see Table 4). 
currency cnot 
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. e stated) June 2008 - June 2010 

(. K' billion unless otherw1s , 
Table 4. Domestic Credit Developments in . 

08 
Jun 09 Dec 09 . . Jun 1p 

Description 

Oo:nesllc Credit (DC) 
· 0/w Foreign Exchange Credit 

DC (Exel. FX Credit) 

6-Mon:h Change in Domestic Credit 

6-Month Change in Foreign Exchange Credit . _ 
6-Month Change in DC (Exel. Foreign ·Excllange Credit) 

Annual Change in Domestic Credit . 

Annual Change in Foreign Exchange Credit 
Annual Change in DC (Exel. Foreign Exchange Credit) 

Jun 08 Dec · · 3 732 536 2 1 11107.8 12,137.6 1 , .6 
7.749 3 . 

10
·. 3,060.6 2,956.4 · 3,068.8 

2.271.6-: 3,487 5 '. · : 
, 48 7 8 047 1 . 9,181.2 10,663.8 

5.477.7 : 7,0 · ; ' . · · • 

1.3 : 

20.9 

-5.1 : 
28.3 
69.0· 
16.7 

source· Bank of Zambia 

60 54 : 9.3 J 13.1 
3. 

53.5 ' -12 2 

28.7 : 14.2 

37.8 43.3 

85.6 34 7 

22.2 46.9 · 

-3.4 

14.1 : 

15.2 '. 
-15.2 

30.3 · 

3.8 

16.1 

23.6 

0.3 

32.5 

-

. , t for the largest share of outstanding credit, accounting 
On a sectoral basis. Houscholds ~1~crsonal loans category) :ontmuc~ to ~c;~~ ( 19_S%), followed by Manufacturing 13.0% (12.3%). 

for 26.2% (2 1.6%)2 in June 2010. I he Agricultural sc.:ctor \\dS secon at · . t'ons 5 4% (6.3%) and Real Estate, 5.2% (7.5%) (sec 
Whoksale and Retail trade, 11 . 7% ( I 0.5%). Transport, Storage and Commumca 1 · · 
Appcndix Ill. Table 5a). 

3.2.4 0VERNIGfff L E:-1D!N(l F ACILITY 
. • Z009 1· Ttate liquidity provision to commercial banks in need of 111e ov.:rnil!ht knding facility (01,f) was introduced 111 December to ac, 1 . . . 

1
. H . . 

- · .. · · · · · · I 01 r· t · , • 111 , elfc.:ct1vencss ol monetary po icy. m1ever, gtvcn that short-term fund111g at 1hc1r 0\1 n 1mt1auve. In so do111g. t 1c - · was o 1mpro\ c c . 
· · · - · · · · b k I d · •1111· vc to seek recour~c.: to the OLf wmdow. As a result there hqu1d1ty was gcncrally high Jur111g thc hrst half ol the year. an s ia no mce · • 

were no transactions under the facility. 

3.3 FOREIG:-1 EXC'IIANGE J'vl ARKET 

Dcvclopmcnts in 1hc fon:ign i.::\change market were driven largely by external factors. Avail a!>le data show t~at do?1~st_ic sup~ly off~reign 
e:\chan!!e "as lll\ourahk rclativ.: to ds•m,md. llcmcver. the sovereign dcht crisis in Greece and the bankmg cn s1s in Spam drastically 
changcd ths· internatit>n,11 linanc1al land,capc during ths· period under revicw. In particular. concerns that the debt crisis could spread lo 
other wun1rics in Europc anJ ha111p.:r ernnomic growth in the: rcgion shook market confidence and reduced investors' risk appetite. This 
increased risk a\-..:r,1011 lll1\ ,Jnls the cmcrging economics and dcvcloping countries. rc.:sulting in the sell-off of risky assets. 
Thc European dcht and h;rnking crisis abc, .iffcctcd the commodities markct. while concerns that China was contemplating taking steps 
to contain their ()\'l.:rhcating ec()nOm). added to an already dcprcsscd global environmcnt. This dampened the demand for industrial metals 
As a result. thc pricc of copp..:r fell by 11. 7% to USS6.515.0 pcr tonne at end-June 20 I O from US$7,3 75.0 per tonne at end-December 
2009. 

Against this hackgrnund. th.: K11acha dcprcciat.:d ~harply hy 9.3% at end-June 20 I O from its closing level in December 2009. On an 
avcrag.: ha~is. 1hc K11 acha closcd at K5. I 22.89 'lJSS in June 20 10 comparc.:d with the averaoe ofK4.687.89/US$ recorded in Dcct:mber 
2009. Sumlarly. the K\\acha dcprcciatcd_ht 6.3:;, aga1ns1 the: South African rand to K66-l .7<>6/ZAR in June 201 O from K625.39/ZAR in 
December 2009. I lcmc\ .:r, a~ thl· dcht cr1s1s wc1ghcd on the curo zone. this provided support to the Kwacha v h. ha • · I d b , s 5¾ 

K~ "6 I '1()/L Th . K .. 1 , 1 . ·. . 1. . • 1 . . . . , v 1c pprccia e ) . o 
to •·- >· ·- c . c \1,1c 1.i a so apprcc1akl ag,11nst t 1c pound stcrlmg. gammg hy 1.6% to an average: ofK7 518 57/£ t d J 2010 
( sc.:c Chan 4 J. ' • a en une 

Chart 4: Exchange Rates Kwacha per foreign currency) June 2006 . June 2010 
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The foreign •. I 
from the hrg~~Cclange market recorded a decrease in the volume of funds traded during the first halfofthe year on account of low inflows 
A ' orporate sector The · · · t f VAT r d · · · . ecordingly. there was le ·. . · . , rec~ip. o _re _u n . s by the non-ban~ corporate sector b?lstered their l:lc~I currency_ pos11tons. 
~ales or forci on . ·I . • ss mccntiv~ lo liquidate their 101 c1gn exchange holdings lo meet domestic currency spend mg obl1gat1ons. Thus, 
July-Deceml~er ~~~l;n!~ 1.0 ,tl~e bank11~g_sys_tem totalled US$ l ,9 10.0 million. down from US$2,094.4 million recorded forthe period from 
~neasured by the bank , hi h.: supply ?I lore1gn exchange decreased over the rcvi_cw period. the Jcv~I ?f demand was marginally low~r'. as 
tn the last half of :!Ooi. sales ol lore1gn exchange to the rest of the market totalling USS! .889.2 rrnlhon, down from USS 1.91 6.7 million 

Transactions record d . I . . 
Al'rican rand h • . c 111 ?1 icr ma.1or currencies showed a general increase in the volume of trade in the first half of 20 I 0. For !he South 
period s·ni'I· \ e commercial banks recorded net sales of ZAR2.873.0 million compared with ZAR l,352.7 million for the previous 
record.·d 

1
- 1

11
ar Y, thc hanks' net sales of pound sterling more than doubled in the first halfof2010 to £11.9 million from £5.1 million 

c in 1c second h If f?OO . • • with net sales j·€ _a . 0 - 9. On t_he other hand. commen.:1al hanks recorded net purchases ofeuro worth €7.1 mrll1on compared 
0 7.3 1111ll1on posted during th.: July-December 2009 period. 

In the int.:rbank mark ' t t d. · · I · · h · · · d . 2009 Com . 
1 

' '-' • ra mg act1v1ty was owcr 10 the first half of the year relative to t e previous review peno 10 • 

ofK:;1~~~1~ 
1
banks cxchan?ed a total ofUS$1 ,805.4 million from US$2.2 I 8.9 million. The funds were tradcd at an average interbank rate 

· · /US$, reflect mg a marginal depreciation of0.3% over the previously recorded interbank rate ofK4. 792.85/US$. 

J.4 I NTERNATIONAL TRAoF. DEVELOrMF.NTS 

-i)~climin~ry data indicate that Zambia's merchandise trade surplus (at cost, insurance and freight) increased by 3.0% to US $632.5 
1111 ion during the lirst half of20 10 from US $614.2 million reconkd during the second halfof2009 (see Appendix Ill. Table I ). This was 
as a _result of a rise in merchandise export earnings which exceeded 1l1e increase in the merchandise imports bill. Merchandise export 
~arnmgs _grew by 16.8% to US $3. 198. 9 million from US $2. 737.7 million registered during the second half of 2009. reflecting a 22.5% 
increase 111 metal (copper and cobalt) export earnings . 

. . ~opper export earnings. at US $2.467.2 million. were 22.4% higher than US $2.014.9 million n:corded during the second half of 2009. 
_r his was largcl~ on account of the 19. 1% and 2.8% increase in the average n:aliscd price and export volumes, respectively. The recovery 
11_1 gl?bal demand for metals following the n:cov.:ry from the global economic and financial crisis. explained the rise in realised prices. The 
rise m export volumes wa~ mainly attributed lo increased production ar;sing from enhanced capacity utilisation at various mines 

Simi larly. cobalt export earnings grew by 24.0% to US $156.8 million d,,ring the first halfof2010 from US $126.4 million recorded the 
previous period. The rise in the realised price and export volumes by 21 .2% and 2.5%, respectively, explained this outtum (see Appendix 
Ill. Table 2). 

Non-traditional export (NTE) earnings. however. declined to !JS $574.8 mi llion from US $596.3 million recorded during the second half 
of 2009. A seasonal decline in earnings from the export of cane sugar. burlcy tobacco, cotton lint and fresh flowers largely explained this 
outturn. H0\\ ever. relative to the correspond mg period in 2009, NTEs showed a strong growth of61 .9%, further underlying the recovery 
in exports after the crisis. 

Ou ring the samc period. the mcrcham.lisc imports hill gn:w by 20.9% to US $2.566.3 million from US $2,123.5 million registered during 
the second half of 2009 This w:1s mainly .::...plained by increased imports of industrial boilers and equipment (38.8%), petroleum 
products (33 .7%). chemicals (23 .9%) and motor vehicles (7.2%) (sec Appendix Ill. Table 3). This was a reflection of the recovery in the 
domestic economy consistent with the recovery in the global economy. 

3.5 FISCAi. 0 E\'F.1.0PMEN1S 

Bud£el performance during the first half of20 I O wa.~ generally wi;:nk mainly on account of the poor revenue outturn experienced over 

11 • period. However. the budget deficit at K66'J.6 billion wus lavournblc. being 36.6% lower than the programmed deficit of Kl ,055.6 
b;~li on. This outturn was on account oflowcr than programmed expenditures as revenue performance was unsatisfactory (see Appendix 

I 11 . Table 6). 
T t· 1 ·v ·nucs and grants at K6. I 85 .2 hill ion, \\ere 12.3% lower than the progrnnuncd amount or K7.052.0 billion, attributed to the 
~ a rt1.:l r"'n 1·11 tax revenues and gra111s. ·r.ix n:venucs al KS.028.9 billion were below target by K338.7 billion. largely on account of the 

lowcrou u 1 · I . dd . V'Al' b I . 1 ogramrned collections or persona 111come laxes. customs t 11111:s un omes11c " y 1.8%. 15.2% and 61.5%, respectively. 
lo\SV~r t_,ianl ~rtotal grants at K692.2 hill ion were 45.8% below the progmmmcd level ofK 1.278.0 billion. This was mainly attributed to the 

1011 ar ) . , · · 11 · · 
I d

. 1 -•mcnt of donor support by some co-operating parlners, especia y lor projects. 
delayct 1s rnrse 

I • revenues at K464. I billion were 14.2% higher than the target ot'K406.4 billion. Explaining this pcrfom1ancc was mainly 
However non- ax fi 11 · d b b G . I ZESCO . . · h ogrammcd exceptional revenues, o ow111g e I swaps Y overnrnent wit 1 and Zambia National Building 
the higher l an pr 
Society. 

11 , IO\\Cf than programmed revenues, signilicant cutbacks in cxpemlilurcs \¥ere implemcntt:d during the review period. 
Conscquet to • . 

1
~ 1 K6 761 .2 billion were 20.3% lower than the programmed level of K8,484.9 billion, mainly rcllccting cuts on 

Total e~pci~ 
1~~r~~c use ~f goods and services as well as non-financial assct.s. These expenditures were below their targeted levels by 

expcndttu_rc_s . d KG I I 9 billion respectively. largely due to the delayed disbursement of some programmed donor support. 
K653 .8 b1 l11on t1n · • 

d
. , ·uts were recorded on personal emoluments, grants and other payments, and interest payments by K 146. 7 billion, 

Otl ·r cxpcn 1111r1.: c . . I c1 · d h . 1'-' : . 1 K 10 I 3 billion respecuvely. 1 he owcr expen tlures on grants an ot er payments were mamly due to the lower 
K I JS. I bilhon fa~l d . fo; the farn~er input support programme while interest payments were a!Tected by the decline in interest rates 
dis lrnrsemenl o un s 
Juringthelirsthalfof2010. . d . I . 'di- . . ldd d. I 

. l .1. tial cutbacks in expenditures urmg t 1c review pcno , mancmg requirements were sea e own. Accor mg y, 
followin_g thc s~1;

7
~
1
; j billion 16.8% below the programmed financing ofK898.9 billion. Of the total financing, domestic financing 

total financlll~ \~·as ,1 .1 ·11el foreig, 11 financing was K 19.0 billion . 
• K7,9 'l bilhon \\ 11 t: was - ,J 

,. 

' 
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3.6 MONEY AND CAPITAL MARKETS 0 EVcLOPMENTS 

3.6.1 Money Markets 

Zambia Gazette -
Interbank market . 'd"ty levels in the banking system. Total funds traded in 

d d ·nty due to high ltqui 1 • 1 , econd half of 2009. The proporf 
Activity in the interbank money market was sub ue , mm . 

1 
KS '>'>2 4 billion during t 1e s ion of 

6 I 03 I b' lf' compared wit 1 , -- · 009 the first halfof20l0 amounted to K . • 1 ion . d d ·n the last halfof2 · 
eollateralised borrowing stood at 55. 7%, up from 5Z.O% rccor e 

1 
. d 1 ., Zo/c from 9. I % during the second halfof2009 

• . It June20!0declmc O-· o . 
The weighted average interbank rate for the first six mont 15 0 

This reflected the abundance of liquidity in the banking sector. 

Government Securities Market d • ·1 tion In the Treasury bill mark t h • · exceeded the ten er tnV1 a · . . e . t c 
Total bids submittc:d at the primary auctions of Government secun1tes

1 
' age tender size of Kl 00.0 billion per week. In response 

total amount offered was unchanged at K2,600.0 bi llion. This rcprescntcc_ an a.~f r bid amount of K 160. I billion. The rate of subscriptio~ 
investors submitted bids worth K4, 162.6 billion,_ rcpresentmg an average w:~ }as IZ5.8%. The subscription rates for the 273-and 364-
for the 91-day tenor was recorded at 139.0% while that for the 182-day pap . 
day tenors were recorded at 174.5% nnd 181.3%. respectively. . . . . 

. . . 
1 
, . • as maintained at K 120.0 billion, brmgmg the total amount 

With regard to Government bonds, the average size of the month ) aucllon 
1~'.jr fi 01 K80 J 2 billion recorded during the seco d 

for the whole period to _K720.0 billion. Investors' bi~s ~mounted to~ 1 •:06:° .1 
.
101

'.• u~ :~s subsc~i tion rates were recorded at 160~ 
half of 2009, represent mg an average rate of subscription of I 09.21/o. f-or mdividual t n · d 1 ~ b d d b . ' 
I 05% and 102% for the 2-year, 3-ycar and 5-ycar securities, respectively. In ~ontrast_, the 7-, I O- an -year on s were un ersu scribed 
with subscription rates of 92.5%, 56.5%, 23 .6%. respectively (sec Appendix III. 1 able 7). 

Stock of Government Securities 
The total stock of Government securities increased by 1.0% to K9.600. I billion at the end oft he first ha lf of20 I 0. This was due lo the 

surplus of K292.3 billion. realised from transactions involving Government bonds. Total Government bonds outstanding at K5,3 I l.5 
billion n:presentcd an increase of 4.6% over the end-December 2009 pos ition. Total Treasury bills in circulation amounted to K4,288.6 
billion. a reduction of 3.0% over the previous period. 

Commercial banks remained the dominant holders of domestic debt, accounting for 57.6% of the total stock of Government securities. 
The share of securities held by the non-bank public stood at 28.8% while the I3ank of Zambia held 13.7%. 

_ Non-resident investment in the domestic debt market decn:ased sharply following a complete redemption of the 91- and 182-day 
freasury b,11s and the 2-year bond. llrns. at end June 20 I 0, foreign investment holdings of Government securities stood at K255.4 billion 
representing 4.8 % of total securities outstanding. ' 

3.6.2 CAPIT.\L J'vfARKIT 

C~pita~ mark~t acti, ity at the Lu:aka ~tock Exclwngc (Lu_SE) improved over the first half of20 Jo relative to the second halfof2009. 
Ava1lab.k data show that the 1.uSL All Share Index (mcludmg ZCCM) rose b)' 135 points to 2 2 11 2 s· ·1 I k · 1· · 
rnc • ··d b • 10 5°, K27 -6 ' 1 b·it · · 1 fi . , • • 1m1 ar y mar et capita 1sation n:as<.: ) . , oto .) .... 1 wn1nt1c 1rsthalfot20l0. However inllSdolla t ' , k · : · US$5 23" o II · I <l d • . . · · , r crms. mar ·et cap1taltsat1on fell by O 7% to 
: . . . ). m1 1011 mam y uc to cprcc1atllln clfccts ol thc exchange rate. Sales turnov, •1 , I I · · · 

billion 111 June 2010 compared \\ith K7 018 I 11·,11·1011 r ·cord . 1•1 ftl ·' I . er c) oca mvestors was recorded at Kl2,393., 
., . . . , • · · c Cl a o 1c seconu rnlt of2009 11·1 h , · I . 

at K I o.,., t.8 hill 10n, up I rom K I, 71 •l.2 bi I lion in tlH.: second half of 2009_ Non- , .. d . . \~. 1 e t ~ cqu,va ent for non-res1~e~ts stood 
the stock cxch~ngc compared 1,ith USS0.7 million recorded 111 th. s.. d I· If r

1
.:;

0
1 

cnt mvcStOrs :v1thdrew a net US$15.7m1ll10n from 
c · ccon M o L. 09 (sl.!c Chart :, ). 

Chart 5: Lu SE Indicators. February 2004 _ June 2010 
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l he best performing h 

whose sh· , . s ares on the stock market were C ,11 J (Z · ) • in arc pnces rose by more than 
200

, l "h . e e am , Zambia Metal Fabricators Limited and British American Tobacco 
excess of 150, ' "· e main losers were B t z b" s d c · ' · · · ' ,o. a a, am ia ugar an avmont Capital Holdings with share pnce falls 

3·7 INTEREST R ATES 

3.7. J Government Securities Interest rates 

The h_igh an_d competitive demand for G , . . . . . . . . 
eomposne weighted average Treasur b' ll o~ernment scc~nt1es, contl~ued to dnvc yield rates of Government securities downwards. The 

Y 1 yield rate declined to 6.0% m June 20 JO from 9.5% recorded in December 2009 (see Chart 6). 

___ .-·Chart 6: Tre_~sury ~ills Yield Rates, June 2006 - June 2010 
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With regard to Government bonds. the composite weighted average yield rate declined to 9.5% in June 2010 from 15.9% in December 

2009 (see Chart 7). 

Chart 7: Government bond yield rates (% p.a). June 2006 - June 201 O 
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. , . , . r2o 1 o. The Weighted Average Lending Base 
3. 7,2 CoMMERCIAL BANKS INTERESl RATES • mixed in the first h,ilf0

27 7
a¼ (29 2%) in June 2010, respective! 

. , · I interest rates were ?2 7%) and • 0 • d. Y-
Tiie developments in commercial ban~s nomma l) decreased to 21 .0% (- · 0 

, deposit rate for amounts exccc mg K20 million 
Rat .• (WALBR) and the Average Lending Rate (ALI b K I 00 000 and the 30-da) 

' ~ SR) ~ mts a ove · However. the Average Savings Rate (A or amot . 
1 

( ·ee Chart 8) 
both remained unchanged at 4.7% and 5-6%, respective y 

5 Z006 _ June 2010 
S · Rates December - • Chart 8: Lending and avmgs '. . · · 
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In real terms intcn:.;i rates incn:~c<l during the review period mainly on account of the decline in annual overall inflation. The real 
WALBR and the n:al ~\LR increased to 13.2% ( 12.8%) and 19.9% ( 19_.3~/o), respectively._ Like,:ise, the ~ea! A~R for arnoun_ts abo:c 
K 100,000.00 and the n:al JO-day deposit rate for amounts above K20 m11l1on rose to _negative 3.11/o (negative 5.21/o) and negative 2.21/o 
(negative 4.3%), respectively. 

3.7.3 Nor-;•l3A:-11. F1:--Ar-;n .,L l:s:sTm,T1or-;s L8'01No RATES 

In the fi rst half of 20 I 0. de,·clopmcnts in the average annual interest rates varied within the various sub-sectors of the non-bank 
financial institutions. Then: \\as no change in the inll.:n.:st rates for the savings and crt:dit finance institutions while the average annw\l 
interest rates for the leasing sub-sector deercased to ,HU)% from 48.5% rccordcd in the second half of 2009. There was also a decline in 
the average annual interest rates for the micro finance sub-sector to 97.4% from the I !3.8% observed in the second half of 2009. The 
probable cause of the dccn.:a~c \\as the availability of comparatin: intl!rest rates through bi-annual publication of interest rates in the press 
that fostered interest rate compl!tition. However, the average annual intcrl!st rates for building societies changed little at 26.1% from 
26.0% recorded in the second half of2009 (see Table 5). 

The leasing fina~ce a~d mic~o-fin~ncc !nstitutions inten:st rates _were n:latively higher as they mainly source their funds from commercial 
banks through various Imes ol erc<l1t which tend to be an expensive source of finance. 

Descnpt,on 

Devetopm~nt F,nance Institutions 

Bu1ld1ng Soc1c11es 

Leasing Companies 

Micro Finance lnstitulions 

S~ving~ a~d fr~d1t \nsEtuti~n 

Table 5: Average Annual Interest Rates (in Percentages) 
! 

L 

Second Half 2009 

27 0 

26.0 
48.5 

' 113.8' 

30 0 
Snurr.P.' R~nk of 7~mhi~ 

4.0 M ONETAKY POLICY OUJEC'TIVES ANO INSTRUMl!NTS rOK JULY - D ECEMllER 20 J Q 

First Half 2010 

26.0 

26.1 - - -
40 0 

97.4 

30.0 -- .... - ·--- · ----

During the sccond half of 20 10. monetary policy will continue to focu . h . . 
Consequently, thl! 13ank of Zambia will deploy its instruments 10 kc, s ~n; e acluevement of an end-year inflation target or 8.0%. 
consistent with t~c end-year inflation target. In this regard, it is envisagc~ih~~dJrfar growtl~ rates for both reserve and broad money 
money growth will not exceed 4.0% and 5.5%, respectively. ng the period July December 201 o, reserve and broad 

4. I I Nl'LATION PROJECTION 

lnflatio11 Projection July • Decemht1r 20 I O 

During the second half of the year, overall inflation is anticipat d t b . 
chart 9). This favourable outlook is guided by the assumptions ~h:t: 

0 
e conststently below end-year target of 8.0% (sec Table 6 and 
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1 he rate of depreciation of d . 795 
anticipated Ii • omest1c currency ·11 1 ore1gn exchange intl . . . w1 s ow down from the 9 3'¼ . . 

ii, Following the b . ows arising from some equity trnnsactio o ex~cnenced m the first half. This is largely due to the 
but on a modcra~:rer harve~t, maize prices declined shar I ' o ns an co~porate tax payments by mining companies. 

iii. Broad pace during the rest of the year. p) by 161/o over the first six months of20 I O and this trend will continue 
money (M2) will grow by Jess than the o 

Month 

Table 6: Inflation F 18.21/o growth recorded in the first half of the year . 
. . .. -- ·-· _orecast ~~~ Actual, January - December 2010 

January 
February- -

March 
Apnl 

May 

June 

July 

August 
September 

October 

November 

December 

. ,--- ·---

---·------
Projection (a) 

10.1 
10.5 
10 8 

9.5 

8.7 

8.2 
72 

7.0 

7.3 

7.4 

7.8 
7.3 

Actual (b) 

9.6 

9.8 
10.2 

9.2 
9.1 

7.8 

Chart 9 Actual Inflation and Projection: July 2008 - December 2010 

Forecast ~rror (b-a) 

-0.5 
-0.7 

-0.6 
-0.3 
0.4 

-0.4 

---- -·--- LS 

16 

Snurr.P.· R~nk of 7~mhl~ 

Notwithstanding the ahovc. there may he inflation risks arising from: 

- -:.-. = 
~~~ 

1. Second round effects of the increase in eh:ctricity tariffs during the period, and 
ii. Lagged effects of the exchange rate deprccintion expcricnee<l during the lirst hnlfof2010. 

_, 

To mitigate these pressures, the !Junk will rely on open market operations and auctioning of Government securities t • . h 
, . h. d tl th t b d d Ii d r o ensure t at ~eservc money 1s wit m _target anb consdcqlll:nfi Y e

1
·nsure . a roa money oes nut cc un,avourably into the inflationary process. This 

1s expected to be complimented y pru cnt 1sca operations. 
5.0 Monetary Policy Principles for the Period July 20 I 0 - December 2012 
In the next 1wo years. tlw formulalion and implc1m:ntntion of monetary policy will continue to be in tandem with Government' b d 
macroeconomic policies for lhe period 20 I0-2012 that arc in line with the Vision 2030, which include the following: 

5 
roa 

(i) end-year inflation will be reduced to no more than 7.0% at end-December 2011 and further down to no more than 6.0% at end
December 20 J 2; 

(ii) real GDP growth rate ofat let~sl 5.8% in ~0_l 0. 6.0% ii_120 1 _1 nnd 6.~% in 2012 will h~ve lo be realised. This growth is expected 
to be largely driven by the agricultural, m1111ng, manula_clu~mg, tourism nnd construct1on sectors. Recent developments suggest 
that the economy could perform better than these proJect1ons: 

(iii) domestic financing will be limited to no more than 2.0% of GDP in 2010, 1.3% of GDP in 2011 and 2012; and 
(iv) gross international reserves amounting to no less than 4.1 montl1s of import cover in 2010 and 2011 and 4.2 months of import 

cover in 20 I 2 will have to be accumulated. 
The Bnnk of Zambia wi ll continue to rely on market-b~sed principle~ in its formula~ion and implementation of monetary policy. In this 

regard, the Bank will maintain the use of market-based instruments of monetary policy, such as Open Market Operations, in managing 

liquidity. 
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acroeconomic Indicators 
Appendix I: Selected M . . . May-~ 

- - 2009 2010 Feb·}_!?. f.la'.·JO . ~Jl!•lO __ . 
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During the first half of 20 I o 1 . · · 
TI . y . A . 'an nternational Monetary Fund (IMF) Mission visited the country to conduct the fourth review of the 

im.: c.ir rrangement under the Extended Credit Facility (ECF) from 18th February 20 IO to 2nd March 20 I 0. 
In the second quarter of?Q I O the IMF E. t' B d . . d · d' I ved 
. b . • • - · . . ?ceu 1vc oar completed its review of the ECF on 25th June 2010 an 1mme 1atc Y appro ~~ :u;sc'.nent ofSDR .

1 
~-

39
5 million (equ~valent to US $27.1 million). Once disbursed, this will bring the total disbursements under the 1 0 

SDR 
183

·
3 1

~
1111

_
0

n (US $270.5 million). The IMF Board granted a waiver to Zambia for non-observance of the end-December 
2009 performance cntenon on the non-concessional debt ccil ing. 

Rcgar_<li!ig programme ~upport, total disbursed Poverty Reduction Budget Support (PRBS) in the first halfof2010 amo~nted to US 
$

94
-
5 

m'.lli_on c_ompared with the projection of US $193.2 million. A total of US $48.0 mil lion was received from the United Kingdom, US 
$

27
:
7 

million from Norway. US $6.6 million from Finland and US $12.2 million from the Netherlands. Explaining the difference in the 
proJectcd versus actual amounts disbursed was largely non receipt of funds from some cooperating partners. 

P
r
eliminary data indicate that the benchmarks for the Net Domestic Assets (NOA), Net Domestic Financing (NDF) of Government 

and the Unencumbered International Reserves (U IR) were all observed. The structural benchmarks were also on track. As at end:J~ne 
20 I 0. the average NOA was K I 08.4 billion below the end-June programmc·ceiling of K633.6 billion while the NDF was K93.3 billion 
below the end-June programme ceiling of K7.687.9 billion. The UIR were US $21.8 million above the end-June floor of US$! ,683-1 million. 

The broad macroeconomic objectives for 20 I O include: (i) attaining real GDP growth of at least 5.8. %; (ii) achieving end-year inflation 
ofno more than 8.0%: (i ii) limiting domestic financing to 1.9% of GDP; and (iv) increasing gross international reserves to not less than 4-3 
months of import cover (see Appendix II. Table I). 

Table 1: Macroeconomic Outturn and Targets in 2009, _and Targets for 201 o __ _ 
· · · End-December 2009 End-December 2009 · End-December 2010 Description 

Targets Our.urn Targets 
... . 5.3 6.3 5.8 

. - ---- .. _ .. _ 
Real GDP growth rate (%) 

CPI Inflation. end period (%) 10.0 9.9 8.0 
- - - -- --·-·· -·-

CPI lnllal1on~ annual average (%) 
____ ,. _____ ------ ---- - ·-·- .. 

- 13.4 . -- 8.2 12.5 

Gross Official Reserves (in months of imports) 4.5 5.1 4.3 

Broad Mone7• growth ('o) 19.0 8.2 16.0 

Budge: dehcI1. c~cluding grants(~ of GDP) 7.! 6.1 s:9 

Oomes11c financing ot the Budget(% ol G~PJ ·-·- ____ . _ __ 2_.l _ _____ _ 2_,o _______ l_.9 

50~;ce· 8~~- 0~ iomb,3 lf!.f siatl Reo:»t for 2010 ,\rllcle IV Consultation. Fourth Re1iew Under lhe PRGF Ananoemen1 June 2010 

Appendix Ill: Statistical Tables and Charts 

Table 1: Trade Data in USS million {at cost. insurance and lrei~~t). ~uly_ 290~ .~ Ju~e -~019 . __ . _ 
J 1-OP.c 2008 , · Jan-Jun 2009 ·· Jut-Dec 2009 Jan-Jun 2010' % Change 

Trade Balance - u . -5:15.8-:- -· --.1,i:2' 614.2 632.5 3.0 

hpons. :, 1 

Met~ls 

Co~ptr 

COIJdil 

101;,1111[5 

E•Jlor lcr Aod1I AuJuSI0r 

corp1!r Wire 

Can~ Sugar 
Burley Tohacco 

Cotton Lin! 

Electncat Cables 

Ficsh Flowers 

Cotton Yirn 

Fresh Fruits ~Y~~la~le~ -- -·--

Gemstones 
Gasoil/Pclrotcurn Oils 

Etectricily 

Oltlel ·- . - --· 
Ofwtiich i•,1aqc & Maize Seed 

Wheat & Insulin 

cement & Lime 

2,1 47.9 : 1,5580 2,737.7 3,198.9 ' 16.8 
l ,640 6 I 1.201.8 2,141 3 2,624.0. 22.5 
1,526.0 : 1.is4.3 _?,014:( ... _ .. ] .4_6n ___________ 2?1 

114.7 ! 37.5. - - ·· - 126.4 156.8 24.0 

507.3 356.2 

-13.2 
71.2 

44 8 

-13.2 
37.2 

26.6 

596.3 
-13.2 
73 2 

71.5 

576.8 

-1_3:~~ 
84.6 
54.7 

-

-3.6 
0.0 

15.6 
-23.6 

59 9 40.8 ' -31.9 4116 ' 29.7 
30 2 16 5 ' 15 5 -45.4 22.6 I • 

205 218 
12.0 9.7 

I 
0.0 0.0 

21.1 1· 177 ··- ·:1t: 
10 9 10.7 0.0 

0.9 O. l -75.1 
12.2 -· ... 6~. -·--· __ _!~5 __ .. ---- 3.9:._. ____ _ 

- 25~~ ~- - 13.4 25.6 25.5 -0.1 

9.8 II 13.5 17.2 18.7 9.1 
6 2 4 8 ·22.3 1.9 I O · . . 

250.9 ! 194:_2_ 277.8 307,0 10.5 
114·1--- 3.4 -·-----18.5 3.6 -80.4 

• I 11 .9 16. 7 40.1 
15.5 : 9.4 23.6 0 1 -99.4 
22 t l t7.6 

·2, 123.5 -2,566.3 . 20.9 ------------2 683.7 : -1 ,669.2 
tmportsc.1.f --------··-· _ . ..!-----
---- I . 

Source. Ban• of Zambta 
•fumru lnr .lar.Ll:Y .lnne 2010arp, ore.Lmumv 
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Table 2: Metal Production. Export Volumes. Values and Prices, July 2008 - June 
201 

O 
' Cobalt 

Penod ~ Expori r Produc-:- --· -Vai°uo: . Price! Price Export Production. Value nee 
Copper ..... ----1- 1 ·- ___ ( __ __ . - p . Price 

' Volume . lion US S'OOO ! USS/TonneiUSS/ pound, Volume Tonnes/ USS '000 USS/Tonne USS/ 

Q 3 
I li pound uarter . 2008 Tonnesi Tonnes , , onnes ~---- --- ___ _ 

Quarter 4, 2008 ~127,284·;-141 .'734· 1· 856,224 ; 6.726.8~ - •• 'ios: -1jJ6 ----1,-296'. 69,418 56,187.00 25.49 

Jui-Dec 2008 175,592 '182.149 669.670 i 3.813 79/ 1.73 1,123 1,090'. 45,309 40,362_._1~ - ~ 8:~ 
Quarter 1. 2009 302,876 ! 323.883

1
1,525,895 ' 5.038.01 · 2 29 2,358 2,386; 114,728 48.653.49 22.07 

Quarter 2, 2009 15· .754 · 170.948 497,502 I 3.278 35 1.49 1,071 1 081 12,559 11,728.82 5.32 

Jan- Jun 2009 160,179 168.424 I 666,838 ' 4.163.o;' 1.89 878 '8871 · 24:902 28,372.58 12 87 

Quarter 3. 2009 '311 ,933 ·339_372 
1
1,16-l,3-IO I 3.i32.66; 1.69 1.949 1.9681- · 37,461 19,225.67 8.72 

Quarter 4. 2009 184.7061178.140 947.828 5.131.551 2.331 2,037 2.015 67,427 33.104.50 15.02 

Jui-Dec 2009 177,458i 180.188 1,067,118 ! 6,01 3.37; 2.73 1,882 1,896! 58.973 31,328.05 14.21 

Quarter 1. 201 0 ;362.164;358.328 2.014.946 ! 5.563.63: 2.52 3,919 · 3,9121 · 126.4~0 32.251 :26 -1_4.~3 
Quartcr2. 201~:_: 191.024188.008 1,27-1.659 :_6:67.2.78;, 303 1,943 _1:9~_{_!?:?.~1 400E~-~~ ~~~ 
Jan-Jun 2010· 181 ,36i 175.950 11 .192.559 , 6,575.401 - --- 2.98.. 2.074 2,029' 79,108 38,133.40 17.30 

. -~72,390 ~~~·~5_8 !2 467,217 : 6,625.35! 3.01 4,018 3,990; 157,059 39,088.56 - ·17.73 

Source· B,1nk-of l~mb1a S1a11s11cs Fortnightly, • Figures are preliminary 

Table 3 Imports by Commodity Groups in USS millions (c.i.t), July 2008 _ June 201 o 

Descnp11on 

Food l!~•ns 

Pe1rolr.un1 Producls 
Fcrl!hzcrs 

Chemrcals 

Piastre and Rubber ProcJucls 
Paper anu Paper Products 

-
Iron ancl Sir.er 

lrdus1nal Ucllers & Equipment 

Eleclrrcal Machrnery & EQurprnent 
Vehrcles 

Olhcr lmporls 

Total Imports 

2008 2009 2010 I ! %Change 
July · Dec Jan• Jun July - Dec • Jan • Jun• Jan • Jun /July • Dec 

162 

528 
136 

351 
110 

56 . 
170 · 
403 

152 

229 

387 

130 
289 , 

85 

190 

77 
-1 1 

84 
256 

99 

139 

279 

126 1 
247 
.. l 

113 : 
234 I 

' 110 

61 I 
.142~ .. . 

328 ; .. . 

109 
143 , .. 

510 
1·669 2,123 . 

Source. Cen1,a1 !>1211s1,ca1 011 ce The M · ,h · · · ... L. · 
2 684 

'F · · , on !y 
rgures arQ nrchn11nary. 

-·· --·-
103 -1 7.9 
330 33.7 
96 

··-- - -- -
• 14.9 

290 23.9 
106 -4.0 
40 -33.6 

136 -------·-· 
455 -· ____ ·i-~ 
- . 38.8 -93 

... 
-15.1 

154 7.2 
764 49.5 

2,566 20.9 
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Table 4: Sources of Reserve Money Growth 

Jui - Dec 2009 · · : 
. . . ' - . Contribution -to I 

!I Reserve Money ! 
Total (K'bn) , Growth (%) I 

1,178.5: _ 296 : 

Jan - Jun 2010 

Contribution to 

Reserve Money 

Total (K'bn) · 

1,514 .2 

Growth(%) 

0.4 
1/ Net Foreign Assets (a+b+c+d) 

A) Net Purchases from Govt 

b) Net Purchases .. fiom no~:Gov~~nment . ' 
1,160.9 : I 

·----· ··-·r --- -·---~ ···~· 
-49.5 , 

-927.6 
69.0 

-0.1 . 

275.8 

C) Bank of Zambia own use of forex 

d) Change in slat. reserve deposits forex balances 
2/ Net Domestic Credit ·(a+b) 

a) Autonomous influences-

Maturing Open Market Operations 

Direct GoV1 Transactions 
I 
I 

-16.2 
- I 

83.3 ! 

I 
. l 
: 

-441 ,?_; .. _ -- -1 _ . _ . 
5,076.0 I - 11.1 : 

-~ - ·- ----- - ---- ---- -·· 

630.6 
. ·s.s6s.-1 · 14:6 

5,953.8 '. -1 4,994.9 : . 

- - - -- - - . . 
TBs and Bonas Transactions 

Claims on non-banks (Net) 

b) Discretionary influences 

- ·--····-- ---!--- -29.6 : ; 1,035.2 
- -- - - --- - 1 ---- ---- --· --- - ----------

-911.0 i I -144.3 

Open Market Operations 
·-· 

i Short term loans 

1i. Repos ·outright TB sales 

in. Term Deposits Taken 

Treasury bill Rediscounts 

Other claims (Floats. O'lerdrafts) 

Change •n Reserve Money 

62.8 I -20.8 
-5,51],5 I 

-5.534.9 

0.0 I 

-855.6 · 
- ' 

-~._679.3 I _ 

_ 26.0 !._ 
-8.5 ; 

737.0 j 
Source: Bank of Zambia 

I -5,2~4.~ !.. _ _ ___ . ___ _ 

-5,229.6 , ·----- -

i. 
0.0 

-2,087.4 I 

-3,1~~-i:. --- ... 
0.0 : 

Table 5a: Shares of Total Loans & Advances by Sector, December 200~-June 2010 (in percentag~s) 

· i Dec-08 : . Jun-09 :_ Dec-09 j Jun-10 Sf:ctor 

;\gric"Jrture. forestry. f1:;h111g and hunting 

i,1,ring & Quarrying 

Manufacturrng 
Eiectnc,ty. Gas. V l ater & Energy 

Construction 

wnorcsale & Re;~il Tracte 

Resta1;r~nts & Hctels 

Transport. Storiiyc & Communications 

Financial Services 
Community. Social and Personal Services 

Real Esta\e _ _ . ... . .. . 

Personal Loans 

Others 

·--- --'-·--- 16.f-- 18.4 ' 19.5 : 18.7 

--I 

i 
Source: Bank of Zambia 

4.7 

10.8 

2.4 

4.0 

9.7 
3.1 : 

7.0 

7.9 

1.3 

4.9 ' 

25.4 

2.6 

I - • -

4.5 i . ~--2 4.9 . 
•· 

12.3 f · - ·· )~-Q 
1.6 1.4 

11 0 · 

_2.L _ 
2.9 3.3 ! 4.1 

9.1 10.5 11.7 

1.9 1.6 1.9 
. ·- ·---- --- ·· -

7.9 : 6.3 5.4 

8.1 5.1_~ 3.8 
2.2 . 4.0 i 2.5 

7.0 . 7.5 1 5.2 
-····- - .. ---- ·--· ------
21.6 I 21 .6 1 · 26.2 
. 2.9-, - 2.2 2.0 
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Excluding Foreign currency Loans), 
Table 5b: Shares o!Total Loans & Advances b~51egt~~ ~ercentages). . . . -

December 2007: June : · Jun-o9, oec-09 Jun-10 
9.8 Dec 07 Dec-08 - : 11 5 a 7 11 .8 · 

Agriculture, forestry. fishing and ~_untmg 17 .6 0:5 1.8 , _ _ 0.8 1.3 
Mining & Quarrying 1.1 . ... 

10
~41- - 11 _01 ·-· 9.8 12.0 

Sector 

Manulactunng-· --· ·-. ·-·-·-· . .. -,-·· -----8.4 O.O 0.8 , 1.4 1.1 

~';~:i'~:~·i::s, Water & Energy !:! 3_8 3_0. _____ 
1
t·:---. _ _ !·: 

--- - . 7.7 6.8 . . 
Wholesale & Retail Trade 10.0 ; _ . ·- _ __ . .. · · -·i · ·· · 

. - ..... . .. ---··· ----· 
1.0 1.1 

Restaurants & Hotels 

Transport. Storage & Communications 

Financial Services 
Community, Social and Personal Services 

Real Estate 

Personal Loans 

Others 

. 1 .•.... 

8.3 : 

3J. ·--· 
0.7 

2.2 

4.6 1.6, 

7.0, 

4.3 

0.4 

6.6 

8.6' 

6.5 
--- - - T 

1.8, 

8.9 . 
I· 

33.8 - ., · • 

3.5' 

-

-
7.1 5.5 

3.5 3.5 
.. ·····---
4.7 3.1 

. ... - ----
9.8 5.4 

34.1 41.1 
-

2.8 2.7 21 .6 
18.6 

43.3, 

2.7 -- --- - ---·-- - - - ---- --·-·· ----
"n11rrp· R::ank nt 7:,mhi:. 

Table 5c: Shares of Foreign Exchange Loans & Advances by Sector, December 2007 • June 2010 . . r··-· 

Sector 
Agriculture. forestry. fishing and hunting 

Mining & Quarrying 
- -·-· ·- ---- ---- - - - -

Manufacturing 

Electncity Gas. Water & Energy 

Construction 
Wholesale & Rcta1! Trade 

. 
Restaurants & Hotels 

Transport. Storage & Communications 

Financ,at Se·v1ces 

Community. Social and Personal Services 

Real Estate 

Personal Loans 

Others 

Dec 07 , 

28.1 
10.1 
15.4 
9.7 

2.2 
12.5 
1 3 

49 
5.2 

36 

2.2 
0.3 

4.5 

Dec-08 

26.6 
10.5 

Jun-09 Dec-091 Jun-10 . . I ... 
29.5 33 1 I 34.1 

·- 10.1 .. 10.91! ·-- 8.8 

1-1-_3 ___ 11 .0 . . ___ 16.5 _ _ _ _14.9 

:.: !:! :::1. -~ -~----:J 
12 5 

. ·- --r- -

1.2 
6.9 

12.8 

2.7 
2.6 

2.9 

0.6 

_ --~-2..:9_ _ _ 9.8: 15.1 
2.5 2.71 - 3.2 

8.0 4.91 5.2 
I . 

10.7 7~8t _ ___ j} 

2.7 ___ ·--~-8~-- . _ L~ 
~:~ · -~::1 · -· -U 
1.8 1 11 0.8 

. - --·~-- - ---~---.:._! ____ _ 
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--- Chart 1: Commercial Ba k L - -- - --- --- --- __ __ .. _ ~-~ _oa~s and Advances by Sector. December 2007 - June 2010 
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Chart 2: Structure of Loans and Advances (Monthly Average), December 2009 - June 2010 
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. orei n Currency Loans), January . June 201 ! Chart 3: Structure oJ Loans and Advances (Monthly Average Excluding F g 
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Mining:& Quarry11w, 
5,•. 

_ ~~ 6~en_t~al_ G_overn_~~~t-~i-~c~19~~~~~ions'. ~~rs~Half 2010 (in K' billion) 
1 Annual Quarter 1 Quarter 2 ·---Fi-rs_t _H-alf-·-----

ToWI Revenue :ind Grants 

Tax Revenue 

Non-Tax Rcverue 
Gran:s 

Toial Expcnd1:ure 

Curr<;!1, Expenditure 

Personal Emoluments 

PSRP 
Use of Goods and Services 

Interest 

Grants anll Other Payments 

Social Benefits 

Other Expenses 

Liabilities 

Assets 

Approved 

14,533.7 
11,385.2 

721.8 
2.426.7 

16.421.9 

: 
13,391.2 

I 6,004.9 

I 
20.0 

3,555.9 

I 1,264.5 
1,512.7 

I 
217.8 
526.2 

I 269.2 - , 
3,030.7 I 

Non Financial Assets ____ .... ___ _ 
- Financial i1ssets - .. - -·- -

I 2,947.6 
83 1 

Change in B~~nc__:s __ 

Fiscal Balance 

Financing 

0.0 

-1,888.2 
1,888.0 

1,487.0 

401 .0 
•· · 

Prelim. , 

2,958.9· 1 

2,312.5 : 
124.1 ; 

522.3 
3,260.8 ' 

. j . 

2,832.2 : 
1,383.6 i 

0.0 
634.9 : 

280 2 
397.1 ! 

19.7 

. - . - - -
Prelim.; Target I : Prelim. % Change 

3,226.3;- - 7.0~2.0_ ·1·1·_x 18si~~- -1_2:~ 

2.716.4 . s,367 .6 I -s.020.9 .: -6_._3 
_3~0~0, __ . _ 4Q6.4 : . _ 464.1 14.2 
169.9 1.278.0 I : 692.2 -45.8 

3,500.4 3.484.9 ; i 6,761.2 ·- -20.3 
3,038.2 6,970A s,a7o.4 ••·-···- .,-5:0 

1,564.1, 3,094.4 2,947.'i " ... -4.7 

0.0 5.0 0.0 -100.0 
575.6 i 1,864.3 ! 1,210.5 -35.1 
195.1 ! 576.6 ; ·. .4 75.3- - .. - -17 .6 

243 6 775.8 640.7 -17 .4 
33.8 54.5 ' · 53.5 . -1.9 

46.2 , -- ·· 369.3. - · ··4,;3_1·: i-·- 41s·.s··-·- - -=-i.s 
. ! I . . . - ,. . 

705 L_ 56.7 ____ )S~.7.1_;_ __ ~2_7_.2 _ _ -15.6 
428.6 . 462 2 . 1_.s 14 s : 1 890.8 -41.2 

413_9 :. _____ 448.o __ 1.473 .. 8

1

1 ___ 861.9 _ ____ -41.5 
14.7 ; 14.2 _ _ 40.7 ; . 28.9. .. -2~:o 
39.4 : -133 0 377.3 ; -93.6 124.8 

-262.4 ; .. ---<toi.1 ··-·--:;ioss'."B l - -6 69.6 36.6 
341.2 \ . 407.1 . . . 898i1 -···748.3 ~-· -16.8 

331 .3 i 398.0 733.9 ! : 729.3 ... 6 
g 9 i1··· ·· 1Gs.·o·~ ! .. 19.o -88 .s Domestic 

Foreign 
Source. Ministry of Finance and National Planning 
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91-day bills 

182-day bills 

273-day bills 

3~4-__day bills 
TOTAL 
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Table 7: Indicators of Bidding Behaviour in the Government Securities M!~~e!~ .. _. ·- --· ______ _ 
-- ·· - - - -- . ·-------- · ;era~e Excess Average Subscription 

Average Amis Average Bid Amis d (K bins)' · Rate (%)' 
Offered (K bins) (K bins) Deman · . . ., . . . 

Jui-Dec. 09 Jan -Jun. 10 Jui- Dec, 09 Jan-Jun. 10 Jui· 9ec_. 09 Ja~.- J~n. 10 __ ~ul • D~c!_9
9
;_~an -..J~~. -~O 

· 
33

_
5 27_8- 11.2 ~.a.. 50.2. 39.o 

22.3 20.0 25 2 8.0 .?·2 __ . ·- 40.( -· ... _25.8 
19.6 20.0 21.6 . I 
17.3 2_!).0 27.5 34.9 10.2 14._9; . -- 59.01 --- -

7f 5 

40.8. 36 9 72.4 67 .0 31 .6 ~o.g _ .. _ . .?~:5r . ·-·-- ~.7.:.4 

1~~:~ :::~ 1:~.: 1:::: ·:::~. . . ;;}_~---··. 3~~~~-~~-.. ~~:~ 2-year bond 

3-year bond 33.3 33 3 41 .7 68.3 8.3 34.9 24.91 . . 104.8 

~ear bo_n<!,_ _ __ _ 41.7 .. ~.!.:I .. . .... _J2_.1_ .. __ . 84.0 ·- ...•. :.4.9_ .. - -· 42.j ____ _ _:!.!.·~----·--~01.7 
7-ycar bond 6.7 6.7 6.7 12.8 0.0· 6.2 0.0: 92.5 

10-ycar !Jond 

) 5-year bond 

TOTAL 

6.7 

5.0 

120.0 

6.7 

50 

120.0 

5.9 

4.0 

133 6 

10.4 

6.2 

251 .0 

Source: Ban, o1 Zamliia 

- • • I . . ·- .. 
3.8_ -10.4, 56.5 -0.7' 
1.2 -20.0, 23.6 

- l 
-68.0, 

-1 .0 

-81.6 131.0 

1 lreasur1• b,:1s a•e ofle1ed 1,cekl,· " h,k Go·1err.men1 bonds are o11ered monlhly 
2 Awaye E•cess De:n.1nd"' Awaye Amou~:s 61d less Average Afllounls Ollered, {-ve = shortfall. +ve = excess) 

3 Ave:age Su~sc11p1,cn Rale "' Average bid an-ounts as percen!agc o1 average amount offered 

Appendix IV: Composition of the Monetary Policy Advisory Committee (MPAC) 

I. Dr Caleb Fundnnga- Governor 

2. Dr Denny H. Kalyalya-Depuly Governor-Operations 

3. Dr Tukiya Kankasa-Mabula- Deputy Governor-Administration 

4. !1.-fr Likolo Ndalamei-Secreta,y to the Treasury 

5. Ms Justina Wako-Member 

6. Mrs Beatrice Nkanza-Member 

7. Prof. Mancnga Ndu lo-Member. University o/Zambia 

8. Prof. John Lungu- Member. Copperbelt University 

9. Mr Romance C. Sampn- Member 

I 0. Mr Peter Mukuk11- Me111be1; Central Statistical Office 

I I. Dr Anthony Mwanaumo-A/ember 
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