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Ratios

Ratios (%) Dec-15 Dec-16
Costto Income Ratio | 84.2%| 79.2%
Retum on Equity 110%| 12.6%
Capital AdequacyRatio | 21.3%| 23.7%
Loanto DepositRatio | 86.1%| 56.6%
NPL Ratio 108%| 7.9%
Liquidity Ratio 48.1%| 61.9%
Source: RBZ

The Reserve Bank of Zimbabwe “RBZ”, on 15 February 2017, announced the 2017
Monetary Policy, with the central bank focusing on promoting financial sector stability,

stimulating credit growth and export generation. The following were the major highlights:
FINANCIAL SECTOR INDICATORS
Fig.1 and Table 1 across outline the key banking sector performance indicators, whilst

Fig.2 depicts banks’ respective capitalization levels as at 31 December 2016.

Fig.1: Key Financial Indicators
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Fig.2: Banking Sector Capitalisation Levels
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NEW POLICY MEASURES

AREA POLICY MEASURES COMMENTS

Interest e Lending rates to the | The further reduction in lending rates
Rates & productive sectors capped | adversely affects banks’ profitability
Facility fees at 12% p.a. and facility fees | through reduced net interest margins.

at 3%, w.e.f. 1 April 2017.

¢ All banks required to review
interest paid on deposits
and submit a report
detailing deposit profiles
and proposed interest rates
on deposits to the central
bank by 31 March 2017.

As such, banks would need to utilize
the window period to 30 March 2017 to
re-price  and  restructure their
(liabilities) funding, in order to ensure
that lending business remains
profitable. Meanwhile, although the
reduction in lending rates increases
the potential customer base for banks
and reduces the potential default, as
finance becomes affordable, such a
move needs to be buttressed by the
simultaneous addressing of key issues
affecting industry, among them, the
ease of doing business and access to
long term capital, as noted by the
Confederation of Zimbabwe Industries
“CZI” in its manufacturing surveys.

Money e RBZ to put in place a

Supply redistribution measure that
mitigates against skewed
concentration of bond
notes within the banking
sector.

e Banks directed to observe
the policy to deposit bond
notes into the US$
accounts without
requesting the banking
public to differentiate
between bond notes and
USS$ cash.

e Extension of the export
incentive scheme to the
tourism industry and cotton

It is hoped that the extension of the
export incentive scheme to the other
sectors will not result in the central
bank issuing bond notes in excess of
the US$200 million facility that is
backing the bond notes. Meanwhile,
the injection of liquidity through bond
notes is expected to reduce cash
shortages. However, the attendant rise
in domestic prices, and thus
inflationary pressures, emanating from
bond notes driven demand may result
in increased pressure for the injection
of more cash into the system. It is,
therefore, critical for the authorities to
ensure that the liquidity injection is
matched with measures to improve the
productive capacity of the economy.

growers.

Lender of | ¢ Extension of the US$200 | The extension of the Aftrades facility is

last  resort million Afreximbank Trade | a positive move as this is fulfilling the

(Interbank Debt-Backed  Securities | lender of last report function under the

market) (Aftrades)  facility  to | multicurrency system. Meanwhile, it is
February 2019. not clear whether the respective

players will be working on modalities to
review the cost of funds under the
AFTRADES facility in line with the
reduction in lending rates by the RBZ.
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Supervision
and
Surveillance

e Banking institutions to
enhance surveillance
targeted at combating
money-laundering, tax
evasion and transfer
pricing.

e Basel 11 Implementation -
all banking institutions to
migrate to the Basel
11/111 compliant statutory
returns effective 1 July
2017.

e Macro-prudential
framework to be
developed by 30
September 2017.

These measures are largely aimed at
fostering and maintaining financial
sector stability and soundness.

Foreign
Currency
Management

e All banks directed to
ensure that the
international card switches
facilitate local settlement
of local transactions. VISA
local settlement will go live
by the end of February
2017, while MasterCard
local settlement will be
enabled by the end of Q1
2017.

e Banks urged to strictly
adhere to the import
priority list and mitigate
against institutional
indiscipline.

e US$70 million foreign
exchange/nostro facility to
be disbursed by end of
February 2017.

These measures are aimed at
preserving the scarce foreign currency
and reduce pressure on banks’
NOSTRO accounts emanating from
transactions that ordinarily would have
been settled locally. In addition, the
US$70 million is expected to provide a
short term relief on the delays being
experienced in  settling foreign
payments for critical imports. However,
it remains critical that the authorities
buttress these short term interventions
with  measures that boost the
productive capacity of the country.
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Financial
inclusion

e Facilities sourced by the RBZ to
support financial inclusion;

= US$15 million revolving
Women Empowerment Fund

= US$10 million Business
Linkage Facility.

= Revamping the US$10 million
Horticultural Facility

= Educational Support Facility for
higher and tertiary students -
expected to be operational in
August 2017.

These are progressive measures
meant to support financial
inclusion and provide a safety net
to the marginalized economic
agents, especially during times of
major economic transitions and
reforms. What remains critical is
that the authorities maintain strict
credit granting mechanisms and
ensure that the facilities are
utiized for the intended
purposes.

Soft
infrastructure
- Credit
Registry

e Credit Registry went live in
January 2017. Banks required
to obtain credit history of
prospective  borrower from
Credit Registry before granting
credit.

e Collateral Registry - The
Movable Property Securities
Interest Bill was gazetted on
November 2016.

Positive progress on the Credit
Registry platform. Credit risk
management for prospective
borrowers is, thus, expected to
improve creating a platform for
proper pricing of risk and asset
quality management.
Nonetheless, the cost of
accessing data, once finalized by
the RBZ, will determine the
overall success of the -credit
registry initiative, especially in
reducing the cost of access to
finance by consumers.

Other
measures

e Final phase of Non-perfoming
loans “NPL” acquisitions
secured by mortgage bonds to
be completed by March 2017.

e RBZ finalizing modalities of a
facility to register cross border
traders, which will come into
effect from 1 March 2017.

e Review of farmers’ stop-order
system to curb side-marketing.

e Gold facility for small-to-
medium  scale  producers
enhanced from US$20 million
to US$40 million.

The review of stop-order system
expected to ensure that banks
are able to recover loaned funds
from farmers, a move that will
enhance further credit expansion
in the economy. The increased
support to the gold sector is in
line with the target of 25 tons of
gold in 2017. It is critical that the
authorities  finalise on the
modalities for the country to be
readmitted onto the London
Bullion Market, as this will give
producers access to wider
international markets.
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Disclaimer

CBZ Holdings Limited has prepared this report on behalf of itself and its clients for informative
purposes only. Whilst the facts and opinions expressed in this report are based on sources that are
believed to be reliable, and every care has been taken in preparing the report, no warranty (implicit
or explicit) is made by CBZ Holdings Limited, its employees, directors, associates and affiliates
regarding the accuracy, reliability, currency or completeness of the information in this report nor its
usefulness for any purpose. CBZ Holdings Limited, its employees, directors, associates and affiliates
accept no responsibility or liability, whatsoever, for any loss, damage, cost or expense, howsoever,
incurred or arising by reason of any person using or relying on information or opinions expressed in
this report. The opinions and estimates expressed in this report are based on the information
available as at the date of publication and such opinions and estimates are given in good faith, but
without legal responsibility, and may be changed after publication at any time without notice. The
information contained in this report does not constitute legal advice or personal recommendation and
each recipient may undertake his or her own independent investigation of the issues discussed in

this report.
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