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The Age of Turbulence

(; The World Economic and Business environment is increasingly
characterized by recurring global financial Turbulence
(C Over the past 4 decades, no less than a dozen international or

regional financial crises:

o 1987 Stock Market crash

o The 1991/92 Japanese Banking crisis
o The 1997/98 East Asian Crisis

o The Russian Financial Crisis of 1998
o The 2002 Argentinian banking crisis
o The 1994 Mexican Crisis

The 2008/2009 Global Financial crisis

o)



The Age of Turbulence

(; Increasing Global financial volatility;

C Associated with the deregulation of Global Financial Markets
¢ The hallmark and frontier of macroeconomic and trade policies ...
s Bi g Bang, UK in 1986eéeéeeée..
o Repeal of the GlassSteagallAct 1 n the USA 1 n

C The role of the Bretton Woods Institutions in financial reforms
& opening in emerging market economies

(; Most emerging market economies insufficiently equipped to
deal with large scale financial markets volatility

(C Cascading effects on the real sectors, BOP andFiscus



The Global Economic Outlook

(; The World Economic performance is very much determined by
the Chinese economic performance and India;

C; China economy has weakened over the past 2 years

C; On going rebalancing in the global economy;

(C Global fundamentals could be further weakened by Brexit

C IMF: Revised World economic growth forecastsi downward
review to 3.2% in 2016 and 3.5% growth for 2017

(C World Bank forecasts: revised to 2.4% for 2016 and 2.8 %
iIn 2017

CHeightened ri sk aver Brexiwilladd r



The Global Economic Outlook
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The high growth Is registered in emerging markets
developing economies rather than developed economies




The Global Economic Outlook

v

A A sharper-than-expected slowdown along C h i nreéded transition to more

balanced growth, with international spillovers through trade, commodity
prices, and confidence, with attendant effects on global financial markets and
currency valuations.

A Adverse corporate balance sheeteffects and funding challenges

A potential further dollar appreciation and tighter global financing conditions as the

United Statesexits from extraordinarily accommodative monetary policy.

A A sudden rise in global risk aversion; leading to sharp further depreciations
and possible financial strains in vulnerable emerging market economies.
Indeed, in an environment of higher risk aversion and market volatility could
generate broader contagion effects.

A An escalation of ongoing geopolitical tensions in a number of regions affecting

confidence and disrupting global trade, financial, and tourism flows.
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SSA Economies Highly dependent on China

Gold & Platinum Prices US$/0z
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A Chinais the largest single trade partner of SSA A Chinads sl owdown & weak demand

commodity prices
A China rebalancing its growth away from manuf,
Construction & exports towards services & Consumption A Mining Cos struggling to remain viable i Cost build



Southern Africa Economic Outlook

U Major risksto the outlookfor theregionstemfrom external factors.

a Weakeningmineral and commodity prices

a End of QE in USA Dby FedT strengtheningUSD
a Tightening global financial conditions

a SlowerGlobal demand

U Further weakeningin emergingmarketsor in advancedeconomies
could affect subSaharanA f r | waspestsfor growth, including
throughcommoditypricedeclines

U In 2016 average growth in sub-Saharan Africa is expectedto
weakenfurther dueto weakeningexternal demandconditions

U Exports have weakenedé é low international commodity prices
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South Afri ca Growth
The IMF has revised SA growth prospects to 0.7%:

I. A sharper slowdown in China, further weakening external

demand:

li. Corporate balance sheet and funding challenges reflecting
the strengthening of the US dollar and tightening global

conditions;

. Brexit will further amplify global financial markets volatility,
with spillover effects on SA and possible financial strains in

vulnerable emerging markets
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Current State of the Economy

U Current State of the economy characterized by rapidly entrenching
deflationary pressures across key sectors
U Official 2016 Forecasts revised to1.4% real GDP growth (from 2.7%)
U There are Significant downside risks to 2016 growth prospects.
a Mid season drought that affected 50% of maize & 20% tobacco output

a Low international mineral/commodity prices affecting the Mining sector

U JanT May Gold output was 4.4% lower than same period last year
Manufacturings ect or capacity utili zati on

c:

Liquidity and cash challenges

c:

Possibility of higher transaction costs (e.g. import payments)

c:

a Fiscal Revenue UnderPerformance (delayed salaries for Civil servants)
Real GDP growth may be less than 1% for 2016

c:



ZIM ASSET GDP GROWTH Targets

ZIM Asset GDP Growth Targets (YOY%)

B Zim Asset esmmPoly. (Zim Asset)

2013 2014 2015 2016 2017 2018

A ZIM ASSET Growth targets



Current Reality Check

Real GDP Growth( _yoy)

11.9%

2009 2010 2011 2012 2013 2014 2015 2016

A Low or negative Real GDP Growth in 2016



Current Reality Check

(C Where is our challenge?

1.
V.

V.

Falling Aggregate demand
Falling Industry Production Capacity
Liquidity and Cash challenges
Unsustainable CA deficit (Imports)
Structural challenges impeding growth
o Energy and power
o |IEE Uncertainty
o Fragile Investment Environment

o High business operating costs
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Quarter on Quarter Real GDP Growth (%)
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Declining Domestic Demand

Consumer Demand Growth (Actual & Forecasts)

Based on VAT on Domestic Goods
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A Trend Decline in Consumer demand from VAT Sales
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Production Capacity

Ining

Decl

y = -0.0076x2 + 0.3655x + 7.8144
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Growth Sectors Facing Headwinds:

Sector Growth
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Agric. Mining Manuf. Distrbn T & Cmmn
Agric. Mining Manuf.
A ElNino weather to reduce output i short A  Commodity Prices - a downside risk A Low capacity utilisation
season seedvarieties recommended
A Mining Cos forced to reduce production & A Import tariffs critical to protect selected
A Financialrequirement - $1.7bn to be met suspend expansion projects industries

by Banks, Gvt, Partners etc
A Tourism affected by strong USD
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Impact of Rand depreciation Vs US Dollar

14.5 US$/ZAR
14.0
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In Zimbabwe: In the Region:
A Rand weakening i will weaken further in A Fears of USFed rate hike triggering i Ri s k
2016 Of fbehaviour leading to capital flight &

A US Mon. Pol i cyARToiwgadkene n ffinamgrial énarkets volatility
A Loss of competitivenessby local exporters



Regional Currencies slide against USD
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2016 Inflation Outlook

A Year-on-Yearinflation, to remain largely negativein 2016 .

A Headline inflation has remained negative, improving slightly from -3.30 %
in Oct. and -1.69% in May 2016 .

A Persistent deflationary pressures in the economy, driven mainly by low
domestic aggregatedemand, weakening South African Rand and shrinking
disposableincomes.

] Disposableincomes remains low;

i low aggregatedemand persists

i.  current account continues to widen;

v.  Liquidity constraints continues;

v.  The Rand continues to weakenagainst the US Dollar.

A Budget with Rand decline of 15- 20% in 2016 (Also factor Brexit )
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Inflation: Actuals &Forecasts OV

CPI MOM YOY%
Jan-15 99.20 -0.003 Jan-15 -1.27%
Feb-15 99.12 -0.001 Feb-15 -1.40%
Mar-15 99.10 0.000 Mar-15 -1.20%
Apr-15 98.21 -0.009 Apr-15 -2.65%
May-15 98.04 -0.002 May-15 -2.70%
Jun-15 97.90 -0.001 Jun-15 -2.81%
Jul-15 97.95 0.000 Jul-15 -2.77%
Aug-15 97.65 -0.003 Aug-15 -2.77%
Sep-15 97.29 -0.004 Sep-15 -3.11%
Oct-15 97.01 -0.003 Oct-15 -3.30%
Nov-15 97.18 0.002 Nov-15 -2.46%
Dec-15 97.07 -0.001 Dec-15 -2.47%
Jan-16 97.02 0.000 Jan-16 -2.20%
Feb-16 96.92 -0.001 Feb-16 -2.22%
Mar-16 96.81 -0.001 Mar-16 -2.31%
Apr-16 96.60 -0.002 Apr-16 -1.64%
May-16 96.38 -0.002 May-16 -1.69%
Jun-16 96.29 -0.001 Jun-16 -1.65%
Jul-16 96.29 0.000 Jul-16 -1.70%
Aug-16 96.29 0.000 Aug-16 -1.39%
Sep-16 96.55 0.003 Sep-16 -0.76%
Oct-16 96.74 0.002 Oct-16 -0.27%
Nov-16 96.94 0.002 Nov-16 -0.25%

Dec-16 96.98 0.000 Dec-16 -0.10%



2016 Inflation Forecasts ( yoy %)

Headline Inflation: Actual & Forecasts (YOY%)
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A Negative 2016 Inflation Outlook



Inflation Forecasts (YOY %)
ANear Term: Deflationary conditions to persist
characterized by:
v Company closures
v Falling disposable incomes;

v Industry capacity utilization decline;

v Declining domestic aggregate demand
v Unsustainable Current Account balance
ADepreciating Rand compounds deflationary pressures

ARising regional/domestic food prices



Fiscal Sector

¢ Fiscal Pressurespersist on the back of declining revenuesand high
recurrent expenditures

¢ First Quarter Fiscal revenueswere 15.6% lower than last year

¢ SecondQuarter Fiscal revenueswere 2.5% lower than last year

¢ Late payment of Civil Servantssalaries.

¢ The deficit is largely financed from borrowing form the domestic
financial sector as noted by a significant growth in credit to
Government

¢ Fiscal revenuesdecline due to:

I.  Slowdown in the economy

li. Company closures

lii. Retrenchments and layoffs

Iv. Informalization of the economy
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Fiscal Sector

S 015 Gt Revenue s 016 Gwvt Revenue
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2015 Gvt Expenditure

2016 Gvt Expenditure
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A Government expenditure in 2016 is comparatively higher than in 2015 over the
same period.
A Government high expenditures and deficits being financed through TBs



Fiscal Sector

100

50

Jan Mar Apr May

-100 -

-150 -

-200 -
w2015 Surplus/Deficit = 2016 Surplus/Deficit

-250 -

c The deficit is largely financed from borrowing form the domestic financial sector as noted by
a significant growth In credit to Government .
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Balance of Payments

C The current account deficit at US$3.30 billion in 2015

C C/A balance at US$4.Dn in 2013 and US$3.4n in 2014

A Total Imports for the 5 months to May 2016 amounted to
US$2.07 billion, while exports amounted to US$948 million,
giving rise to a trade deficit of US$1.2 billion. The trade deficit
narrowed by 15% compared to last yeatr.

A Total trade through to May at $3.01 billion was 11%lower;

A The Trade deficit (January to May) at US$1.2 billion was 15%

lower than last yeatr.
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Balance of Payments

A On current trends, if the economy has no fresh growth
Impetus, total exports for the year are forecast to decline by
23.9% to US$2.005 billion. Correspondingly imports
compression will be sustained leading to a 20.2% decline iIn
imports to US$4.5 billion .

A The trade deficit is forecast to narrow by 1”6 to US$2.5 billion

A Diaspora funding is currently an important source of liquidity,
at US$1.5 billion

A FDI levels into the country, at US$491 million are

even lower than diaspora flows.
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Balance of Payments

2009 564 1,045 (481)
2010 1,569 2,960 (1,390)
2011 3,556 8,594 (5,038)
2012 3,884 6,740 (2,857)
2013 3,507 7,704 (4,197)
2014 3,084 6,434 (3,350)

Drought related Food imports to widen the trade deficit in 2016 with imports of 500 000 MT at $150 million.



BALANCE OF PAYMENTS 1 Trade Balance )

Balance of Payments (US$bn)
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Import Compression:2016
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A 2016 Imports and exports are comparatively lower than 2015
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Banking Sector Deposits (Broad Money)

A Annual broad money increased by 12.5% from US$4.37
billion in March 2015 to US$4.92 billion in March 2016

A The annual growth in broad money was largely on account of
Increases in savings, 22.6% demand, 21.3%; and long term
deposits, 18.3%. Short term deposits, however, decreased by
24.1% during the period under review. The distribution of

deposit classes to total deposits was as follows:

o Demand, 52.4%;

o Long term, 21.4%;

o Short term, 12.5%; and

o Savings deposits, 13.8%.
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Banking Sector Deposits (Broad Money)
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A Total Banking sector deposits $5.0bn (April. 2016)
A slower growth in deposits correlates to high CA deficit
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Banking Sector Deposits

Deposits Composition
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¢ Recent Monetary Authorities Measures

A The Central Bank recently implemented a raft of measures designed
to promote the multicurrency, exports and optimal usage of scarce
foreign exchange, in addition to cash management measures.

A The Banking sector has welcomed the measures ¢ é

A But the interventions b y Monetary Authorities do not address
the underlying challenges of the Zimbabwean economy,
which are rooted In the lack of competitiveness . At the core
of Z1I mb a b vcash ghallenges Is the unsustainable budget
deficit and widening current account deficit, a symptom of

low domestic production and [low productivity — and high

domestic consumption
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Banking Sector Developments

(; Summary of Monetary Authorities  Measures:

l. A USD$200 million foreign exchange and export incentive facility.

. Introduction of Bond Notes of denominations of $2, $5, $10 and $20

ll. A foreign exchange priority list to guide banks in the allocation of
foreign currency

IV. Cash withdrawal limits

V. Measures to promote increased use of plastic money.

VI. Accommodation of ZAR (South African Rand), EUR (Euro currency),
BOND Currency in the RTGS system

VIl. Reduction of maximum lending rates to 15%.



W

Non Performing Loans

U Non-performingloanstopped 20.5%: Dec2014

] NP
] NP

' sat 10.5%: Dec2015

_spartly beingaddressedia ZAMCO

U BanksTighteninglendingdueto rising NPLs

U Rising NPLs compoundedby worsening economic

conditionsand corporatedistress
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Non Performing Loans
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Commodities Prices
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A Commodities prices are recovering with Gold prices firming by 25.5%
from Jan to 05 July 2016
A Platinum prices recovered by 19.7% in 2016
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Commodities Prices

Nickel (us$/tonne)
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A Nickel prices increased by 13.7% in 2016

A Oil prices firm 28.9% in 2016




Challenges of Deflation
/\‘

Falling domestic demand ‘ Falling prlces and

12 822% decline in | matrglng ]:IA\?OSS key
| demand | eetors defiationingows

margins and profits
v\ \,\, ' J— A g p —
5 iF W —
Funding challenges -

means Low innovation

Wage Rigidities | &technology
means real wages rising putting | adoption
pressure on bottom line Widening CA deficit

| Domestic Dumping of
foreign goods/ High
consumption relative
‘ Cash and Liquidity to local supply

‘ Strengthening US dollar
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Positioning For Growth

C Business Model Realignment

C Current Assets & Current Liabilities Management
a Cash Management
a Debtors & Creditors Management

C Review of Business Lines Profitability

(C Cost Containment

C Value Innovation

C Vision and Business Leadership
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Positioning For Growth: Strategic Initiatives

C Business Model Re-Alignment
U Deservedly about the Most Important Issue of Our Time

U Asking Questions/Probing the BusinessModel

U Is there synchrony between Near Term Vs Medium Term strategies
U Is there alignment between objectives and resource deployment

U Why are we doing what we are doing?

U Is it the most effective and efficient?
I. Of what we are doing, what is working Optimally (and must be amplified)

Il. Of What we are doing, what is working sub-optimally (must be modified)

lll. Of what we are doing, what is not working (must be discarded)
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Positioning For Growth: Strategic Initiatives

( Business Model Re -Alignment
U How do we redefine the Business Model to suit changing times
U The business environment will remain difficult for a while

U A complete/ comprehensive evaluation of our:
al nternal systems, Processes and P

UNo room for fiShibbolethso or ol

mi r ed and trapped I n a nNnKodak

U Great danger: Static Vs Fluidity : Mé&ginot Line 0 Mentality
v Maginot Line: A series of military fortifications along the
French/ Germany border erected In

v Directly influenced by the static/trench warfare of WW1
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Positioning For Growth: The Maginot Line



