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Footwear, primary education and recreational costs drive inflation up...

Indicator Jul 2017 Jun 2018 Jul 2018
Annual 0.1% 2.9% 4.3%
Month-on-Month -0.4% 0.0% 1.0%

Source: ZimStat

= According to the ZimStat, the year-on-year “y/y”inflation surged from 2.9% in June

...annual inflation rises 2018 to a near 6-year high of 4.3% in July 2018.

to 6-year high levels... = The yly food and non-alcoholic beverages inflation rose from 5.1% to 6.3%, driven
by increases in bread & cereals and confectionary items inflation.

= The non-food inflation rose 1.9% to 3.4%, underpinned by inflationary pressures
from the recreation & culture, household appliances and shoes & other footwear,
whose pricing is largely aligned to movements in the parallel market exchange

rates.
...pre-primary and

primary education costs

surge in July... in July 2018, reflecting fees adjustments in the pre-primary and primary education

= Education inflation, which had been static at -3.6% for 3 months, surged to 6.3%

segment. Inflation in the communication, transport and housing water, electricity,
gas & other fuels categories remained stable, with vehicle purchases inflation
virtually unchanged as a result of lack of demand due to the ongoing foreign
currency shortages.

= Fig.1 below illustrates the trend in the annual inflation rate.

Fig.1: Y/Y Inflation Trends
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...depreciation of SA
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inflationary pressures...
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Meanwhile, the month-on-month “m/m” inflation rose from -0.05% in June 2018 to

0.98% in July 2018, reflecting increases in both food and non-food inflation.

Outlook
Going forward, the depreciation of the South African Rand, on the back of the ongoing
United States-led global trade war, as well as market jitters with regards the impact
of the planned Land Expropriation without Compensation on the SA economy, would
ordinarily imply lower prices in Zimbabwe - being a US dollar anchored economy.
However, this is not expected to be the case, largely due to more destabilizing
domestic factors, among them,

1. the prevalence of multiple exchange rates and pricing systems,

2. the continued instability on the foreign exchange markets,

3. therising fuel prices on the global markets,

4. and the attendant sustained inflation fears.

Overall, we therefore expect inflationary pressures to remain elevated, with the official
inflation numbers remaining less reflective of the developments in the broader

economy.
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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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