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Welcome to Volume 02 of our State of the Economy Brief. This brief is produced by 
the Research Wing at the Centre for Trade Policy and Development (CTPD), which 
includes Public Finance Management, Extractives, Trade and Development and the 
Legal Desk.

In this brief, we have selected economic indicators together as a reflection of 
the economic performance of Zambia in the first half of 2021. Based upon our 
understanding and interpretation of the economy, we provide a highlight of our 
expectations of the performance of the Zambian economy for the rest of the year.

Because we value your feedback, we urge you to send us your comments and 
suggestions to help us improve this special brief.

Mr. Isaac Mwaipopo
Executive Director
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EXECUTIVE SUMMARY
Zambia has continued to face the negative health and economic impacts of COVID-19 as the pandemic has now evolved 
into a more severe and contagious third wave. As at end June 2021, the total number of cumulative COVID-19 cases 
stood at 154,948 with a daily positivity rate of about 25 percent. For the first half of 2021, economic activity started on 
a positive note as growth ‘bottomed out’ to 0.7 percent after contracting by 3 percent in 2020. Inflation over this period 
averaged 22.83 percent, about 8 percentage points higher than the 14.47 percent recorded over the first half of 2020. 
Domestic revenue generation increased and surpassed target amounts, but so did public expenditure, thereby yielding a 
fiscal deficit of about K9.6 billion. The Kwacha per United States Dollar exchange rate averaged K22.01, representing a 31 
percent depreciation from the K17 recorded over the first half of last year. The trade balance improved, substantially as 
the trade surplus increased to K42 billion relative to the previous K13 billion. The Agriculture sector was among the top 
three sectors that contributed to positive economic growth in the first quarter. The country recorded a total production 
of 3,620,244 metric tonnes of maize in the 2020/21 farming season, a 7 percent increase from the previous 3,387,496 
metric tonnes. Overall, preliminary indicators point to a weak macro-economic outlook for the first half of the year. Global 
economic growth prospects are expected to support domestic economic growth closer to the 1.8 percent target by end of 
2021. However, in the medium-term, growth prospects remain uncertain in view of the new and more contagious variant of 
the corona virus.
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Zambia has continued to face the negative health and economic impacts of the COVID-19 global health pandemic. Following a slowdown 
in new COVID-19 cases as the first wave moderated in the latter half of 2020, the onset of 2021 was characterized by a surge in new 
cases as the pandemic evolved into a second wave. However, economic activity picked up pace in the latter part of the first quarter of 
2021, with economic players placing stock on the success of the vaccination programme. Going into the second quarter, the pandemic 
evolved into a more severe and contagious third wave. Both the incidence and prevalence levels of the disease rose sharply, with more 
deaths reported. As at end June-2021, the total number of cumulative COVID-19 cases stood at 154,948 with a daily positivity rate of 
about 25 percent. The cumulative number of COVID-19 related deaths stood at 2,199 with an average number of 60 deaths reported daily.  
Inevitably, this led to more strict preventive measures which involved closure of schools, passive operations of most businesses and 
restrictions on public gatherings more generally. As expected, economic activity slowed down in the latter part of the second quarter, 
thereby potentially eroding the gains made in the first quarter In this brief, we summarize the performance of Zambia’s economy in the 
first half of 2021 amid the uncertainties imposed by the COVID-19 pandemic, but we also go a step further and highlight our expectations 
for the remainder of the fiscal year. 

1.1 GLOBAL ECONOMIC GROWTH
The global economy is projected to grow by 6 percent in 2021, moderating to 4.4% in 2022. The projections for 2021 and 2022 are stronger 
than in the October 2020 World Economic Outlook. The upward revision reflects additional fiscal support in a few large economies, the 
anticipated vaccine-powered recovery in the second half of 2021, and continued adaptation of economic activity to subdued mobility. 
However, there are variations in performance across the world, with only a few large economies like the United States and China driving 
global growth. High uncertainty surrounds this prognosis, relating to the course of the pandemic, the efficacy of governmental assistance 
to create a bridge to vaccine-powered normalcy, and the evolution of financial circumstances.

1.2 DOMESTIC ECONOMIC DEVELOPMENTS
1.2.1 ECONOMIC GROWTH
In the first quarter of 2021, Zambia’s economy registered growth for the first time since the fourth quarter of 2019 (See Figure 1). Driven 
mainly by growth in the Agriculture, forestry and fishing, Financial and insurance and Information and communication industries, the 
Zambian economy kept a recovery trend since the second quarter of 2020 when growth hit its minimum at -5.9 percent. After registering 
negative growth rates throughout 2020, quarterly Real Gross Domestic Product (GDP) growth ‘bottomed out’ to 0.7 percent in the first 
quarter of 2021-about 1.1 percent shy of the 1.8 percent target growth rate in the 2021 National Budget. This represents a 1.0 percentage 
point increase from the -0.3 percent recorded for the corresponding period in 2020. The rise in the incidence rate of the COVID-19 
pandemic at the start of the year coincided with a deterioration in private sector activity, as the Purchasing Manager’s Index (PMI) fell 
to 47.7 in January 2021 from the previous 49.0. This was driven by a decline in output levels and new orders. Nonetheless, as economic 
activity improved towards the second quarter of the year, the PMI rose to 50.1 in April, pointing to an improvement in private sector 
business environment.

1.0 INTRODUCTION

Figure1: Real Gross Domestic Product Growth Rates

Source: Zambia Statistical Agency (ZSA), June 2021
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1.2.2 BUDGET PERFORMANCE
In the first half of 2021 (January to May), preliminary data indicates that total revenues and grants amounted to K40.1 billion, 43 percent 
higher than the target of K28.03 billion over the same period. Tax revenues amounted to K26.5 billion with K15.1 billion stemming from 
income taxes, 7.6 billion from Value-Added Tax (VAT) collections and K3.7 billion from customs and excise duty collections. Non-tax 
revenue collections were 132 percent above target at K13 billion. Total revenue performance for the first half of 2021 exceeds the total 
revenues collected over a corresponding period in 2020 by about 15 percent. When analysed in the context of the 2021 National Budget, 
the first half of the year revenue performance represents about 59 percent of the total target for 2021 which stands at about K68 billion 
while expenditure for the first half of the year sits at 58 percent less than the total 2021 National Budget of K119.6 billion. Government 
has spent about K49.7 billion in the first half of 2021.This exceeds the total public expenditure outturn for the same period in 2020 by 
about K18 billion. See figure 2.

1.2.3 PUBLIC DEBT
As at end April 2021, the stock of domestic debt increased to K148.675 billion from the K137.777 billion recorded in January 2021. This 
was largely attributable to increased government borrowing for the purpose of acquiring farmer inputs for the 2020/21 farming season. 
Likewise, the stocks of external debt as at end Q4-2020 went up by 3.16 percent at $12.75 billion from $12.36 billion recorded at the end 
of the third quarter. This marginal increase was premised on continued disbursements for some priority projects (MoF, 2021). From the 
2021 National Budget, about K28 billion was earmarked for servicing interest payments on both domestic and external debt for the period 
January to April 2021. About 22 percent of this amount was dismantled, translating into a total of about K6.4 billion.

1.2.4 INFLATION
For the first half of 2021, overall annual inflation averaged 22.83 percent from the previous average of 14.77 percent recorded over the 
first half of 2020. Inflation over this period was driven mainly by rising food prices while prices of non-food items remained moderate. 
Food inflation rose by 11 percentage points, to an average of 27.93 percent in the first half of the year from the previous 16.22 percent 
over the corresponding period last year. For the same period, non-food inflation rose only by 3 percentage points to an average of 16.93 
percent from the previous 13.51 percent (ZSA, 2021). The depreciation of the Kwacha and low seasonal supply of some food items were 
key in driving this outturn. Based on first half performance, the 2021 National Budget objective of reducing inflation ‘towards’ the upper 
bound of the 6-8 percent target range seems opaque as inflation has deviated further away from the upper bound over the review period. 
See figure 4.

Figure 2: Budget Performance - January to May 2021

Source: Ministry of Finance, June 2021
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1.2.5 MONEY SUPPLY
The interaction between and among various economic variables provides a good analytical lens for understanding the underlying 
economic drivers. Theoretically, Inflation occurs if the money supply grows faster than the economic output under otherwise normal 
economic circumstances. Inflation, or the rate at which the average price of goods or services increases over time, can also be affected 
by factors beyond the money supply.

After growing at 1.9 percent in 2019, Zambia’s economy contracted by an estimated 3.0 percent in 2020 (ZSA, 2021). On a quarterly 
basis, economic growth contracted by 0.3 percent in the first quarter of 2020 and hit a maximum contraction of 5.9 percent in the second 
quarter before embarking on a recovery path. In the third and fourth quarter of 2020, the economy recorded less severe contractions of 
3.1 and 2.7 percent, respectively. Over the same period, the level of money supply on a quarterly basis maintained an increasing trend, 
rising to about K302.8 billion in the last quarter of 2020 from the K223 billion recorded in the first quarter. Concurrently, this period was 
associated with rising aggregate prices as annual inflation increased to around 18 percent at end 2020 after starting the year at 13.5 
percent. Figure 5 shows these trends.

1.2.6 CENTRAL BANK POLICY RATE
Theoretically, an upward adjustment in the policy rate is expected to trigger an increase in commercial bank average lending rates, a 
reduction in money supply and a slowdown in demand pressures. The ultimate apriori result is a decrease in demand-pull inflation. 

In 2020, the Bank of Zambia took an accommodative stance which saw the policy rate being reduced by as much as 350 basis points to 
8 percent from 11.5 percent. This was done to induce liquidity and stir economic activity in the wake of the COVID-19 pandemic. Over the 
same period, commercial bank average lending rates declined from around 28 percent in January 2020 to 25.09 percent in December. 
Expectedly, inflation over this period rose to around 20 percent from the previous 12.5 percent. (See figure 6). 
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In the first half of 2021, the Bank of Zambia raised the policy rate to 8.5 percent from the previous 8 percent. However, inflation has been 
less responsive to the policy rate over this period, as annual inflation rose to a quarterly average of 23.5 percent in the second quarter 
from the previous 22.17 percent (see figure 4). This partly suggests that much of the inflation experienced over this period is supply 
driven, requiring complementary fiscal policy to combat.

1.2.7 GROSS INTERNATIONAL RESERVES AND THE EXCHANGE RATE
In the first half of 2021, the Zambian Kwacha to the United States (US) Dollar exchange rate averaged K22.01/$, representing a 31 percent 
depreciation from the K17/$ recorded over the first half of the previous year. The depreciation of the Kwacha against the US Dollar has 
been moving in tandem with a decline in the Gross International Reserve position since 2019 (See figure 7). On a quarterly basis, the rate 
of depreciation of the Kwacha against the Dollar has continued to slow down. In the second quarter, the rate of depreciation reduced 
marginally, to 3.7 percent from the 4 percent recorded in the first quarter.

In the second quarter of 2021, the Bank of Zambia indicated that it has continued to intervene in the foreign exchange market in the 
quest to moderate exchange rate pressures. On a net basis, the Bank of Zambia sold US$259.7 million in the second quarter compared to 
US$339.8 million in the preceding quarter. This largely reflected the receipts of tax obligations from the mining companies, which were 
sold back to the market. At the close of the first quarter of 2021, Gross international reserves broadly remained unchanged at US$1.2 
billion, equivalent to 2.1 months of import cover (BoZ, 2021) which is 0.4 shy of the 2.5 months target import cover in the 2021 National 
Budget.
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1.2.8 TRADE BALANCE
The trade balance for the first half of 2021 improved, substantially from that recorded in the first half of last year. Zambia recorded a trade 
surplus of about K42 billion from January to May 2021, an improvement from the K13 billion recorded over the same period in 2020. This 
was mainly driven by a substantial increase in the value of exports for the first half of 2021 relative to what was recorded last year. The 
value of exports increased to K94 billion from K46 billion while the value of imports increased by a lesser amount, rising to K53 billion 
from K37 billion over the review period. Zambia has continued to depend on Traditional Exports as a major foreign exchange earner. As 
at May 2021, Traditional Exports accounted for 79.3 percent of export earnings leaving the remaining 20.7 percent for Non-Traditional 
Exports (See figure 8).

1.2.9 COPPER PRICES
International copper prices have maintained an increasing trajectory, rising at an average monthly rate of 6.4 percent (See figure 9). The 
rise in copper prices has mainly been driven by the resumption of industrial activities by China and the optimism of a stronger global 
economic recovery in view of the Covid-19 vaccine rollouts. Apart from China’s increasing demand and vaccination drives across the 
world, decarbonisation efforts by various governments to reduce dependency on fossil fuels is also a contributing factor in the upswing 
of copper prices. This is because copper presents itself as an important element in the production of green economic electric vehicles. 
Additionally, the supply crunch of copper concentrates as a result of disruption in mining operations after the first wave of the Covid-19 
pandemic has partly contributed to the surge in prices. From figure 9, it is safe to conclude that the relationship between copper prices 
and the exchange rate is counterintuitive in all periods except February to March. These somewhat signals structural misalignment in the 
economy and rent-seeking behaviour by mining multinational enterprises.

1.2.10 EXPORT VOLUMES AND EARNINGS OF REFINED COPPER 
Export volumes of refined copper increased gradually from 81,100.40 tonnes in January to 386,900 tonnes in May 2021. This represents 
a 377 percent increase. This increase can be partly attributed to the surge in production in major mines. Export earnings decreased to 
ZMW 12.8 billion in February from ZMW 13.5 billion in January. The relationship of copper prices, export volumes, and export earnings is 
counter intuitive. This is because export earnings decreased even though export volumes and copper prices posted an increase in value. 
Export earnings decreased to ZMW 15.9 billion in May from ZMW 17.6 billion in April. This can be attributed to a decrease in copper 
prices. However, it is also worth noting that the period from February to April 2021 posted a gradual increase in export earnings of refined 
copper.
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Figures 11: Export Earnings of Refined Copper
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1.2.11 BALANCE OF PAYMENTS 
Based on the Bank of Zambia (BOZ) Balance of payment data from 1993 to 2021, Zambia’s current account balance has mostly recorded 
deficits with only a few years (specifically from 2009 to 2012) of surplus recorded (see figure below). Zambia’s dominance of the current 
account deficit is mainly attributed to the deficits in the balances of services and primary income. This is because Zambia to a large 
extent depends on imported products and services. The years of surplus (2009-2012) in the current account could be attributed to the 
increase in exports of Zambia’s traditional export volume of Copper and its associated articles. In particular, the increase was due to the 
rise in the prices of copper on the international market which averaged above the US $6,000 per ton between 2009 - 2013.
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Zambia’s capital account and financial account recorded more surplus than deficits with the capital account balance recording surplus 
throughout the period under review (1993 to 2020). However, there have been declines over the years with a sharp decline in the level of 
the capital account surplus recorded between 2013 and 2018. This is attributed to the increased indebtedness of the country after the 
government in 2012 offered a 10-year Eurobond worth $750 million due in 2022. Besides the Eurobond, the government acquired more 
debt. Weak currency (Zambian Kwacha), and the countries debt levels situation could be some among other factors leading to economic 
downgrades from stable to negative outlook by all the three famous creating rating agencies (Moody’s, Standard and Poor’s and Fitch). 
This has often led to reduced foreign direct investments.

In summary, Zambia’s overall balance of payment has been recording a surplus for most years between (1993 -2020) as can be seen from 
the figure above. This implies that the Zambian economy has had more deficits in the balance of payments than it has had a surplus. The 
years 2005 and 2006 represent the largest deficits of US $2,074.6 and the US $1,698. Currently Zambia’s balance of payments position 
is explained by factors such as foreign direct investments position, weakening exchange rate (Zambian Kwacha), and the countries 
indebtedness with the rest of the world.

Based on the Bank of Zambia (BOZ) current account  quarterly data  between 2019  to 2021 , Zambia’s current account balance has 
recorded surpluses  in all corresponding quarters . Zambia’s dominance of the current account surpluses for the  quarters under review is 
mainly  attributed to improvements in Zambia’s  Traditional  Exports  (TE’s ) mainly Copper which  continued to  gain a good fair trade  in 
terms of export volumes and earnings.  During the quarters under review  Zambia’s Traditional Exports  (mainly Copper and its associated 
metal articles)  has been recording a  significant increase in export volumes and earnings despite Covid-19 negative impact on  trade. 
The increase in  export volumes and revenues has mainly been associated with a boost  in the  prices of  Copper the lion’s share of the 
country’s total  exports . In December 2019,the country recorded increase in copper export volumes  by 8.0 percent representing 72, 826.9 
metric tonnes from 67,415.2 metric tonnes recorded in November 2019. This matched with increase on copper prices per ton on London 
Metal  Exchange for the corresponding months by 3.5 percent, from US$5,859.7 per metric tonnes in November 2019 to US$ 6,062.4 per 
metric tonne in December 2019.
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Performance of the Agricultural Sector 
The 2020/2021 season crop forecast survey results show the country recorded a total production of 3,620,244 metric tonnes of Maize, a 
7% increase from the previous season figure of 3,387,469 metric tonnes. According to the Ministry of Agriculture, National Food Balance 
estimates for the 2020/2021 marketing season, the total maize required for Zambia ‘estimate population of 18 million people is around 
3,356,617 metric tonnes, out of which, over 1.6 million metric tonnes is required for human consumption, one million tonnes for strategic 
reserves while over 409,000 metric tonnes is required for  industrial requirements .The country is generally considered food secure. 

The national average yield rate for maize for the 2020/2021 season increased to 2.07 metric tonnes per hectare from 1.29 metric tonnes 
per hectare in the last season. Although there was this positive change, the yield per hectare is still very low especially among small scale 
farmers, and we can do better as a country. The country needs to improve investments towards agriculture mechanisation, irrigation 
development, precision farming and agriculture technological solutions to facilitate for agriculture resilience and innovations for efficient 
use of Agric inputs to increase factor production.

Industry Contribution to the Positive Growth in Q1 2021
There has been some level of growth in the first quarter of 2021. This was mainly attributed to a positive performance in three industries 
namely: Agriculture, forestry, and fishing (1.4 percentage points), Financial and insurance (1.0 percentage points) and Information and 
communication activities contributing (0.8 percentage points). Agriculture thus remains a key growth and economic recovery sector – 
see the Seventh National Development Plan and the Mid-Term Facility by the Bank of Zambia.

AGRICULTURE SECTOR DEVELOPMENTS
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Figure 14: Gross Value-Added % Growth Rates and Contribution to Growth (Q2 2021)

 Source: ZSA Monthly Bulletin, June 2021

AGRICULTURAL AND NON-AGRICULTURAL PRODUCTS – MAY 2021
Agricultural products accounted for a share of 34.4 per cent of Zambia’s (non-traditional exports) in May 2021 compared to 20.7 per cent 
in April 2021. Export earnings from agricultural products increased by 67.6 per cent to K1.4 billion in May 2021 from K0.8 billion in April 
2021. The major export commodities were Tobacco, not stemmed/stripped accounting for 15.6 per cent, Oil cake of soya-bean (14.0 per 
cent) and other raw cane sugar (10.1 per cent). 

Drawing from ZSA Monthly Bulletin (2021), non-agricultural products accounted for a share of 65.6 per cent of Zambia’s NTEs in May 
2021 compared to 79.3 per cent in April 2021. Export earnings from non-agricultural products recorded a decrease of 16.3 per cent to 
K2.7 billion in May 2021 from K3.2 billion in April 2021. The major export commodities were Ferro-silico-manganese accounting for 8.0 
per cent, Portland cement (excl. white) (7.7 per cent) and Sulphur of all kinds (excl. sublimed, precipitated and colloidal sulphur) (6.9 per 
cent) 

COVID-19 PANDEMIC, TRADE AND AGRICULTURE
The COVID-19 pandemic has tested the resilience of the Zambian economy and is exacerbating the development challenges confronting 
it. This has brought forth a sharp focus on productive sectors such as agriculture whilst remaining a major challenge to systems of 
production and logistics.  Some of these relate to challenges of input supply, transportation, production, and marketing. This also 
includes challenges related to the wider deteriorating economy such as inflation and exclusionary import bills. 

The Bank of Zambia Targeted Medium-Term Refinancing Facility has an initial amount of K10 billion and tenors of five years for priority 
sectors identified in the 7th National Development Plan (agriculture, manufacturing, tourism, and energy) and three years for other 
sectors. Whilst agriculture has been targeted as a priority sector for economic recovery, recent reports such as by Mataa (2021) show 
that several key recovery sectors are underrepresented in the COVID-19 relief fund. Thus, broadly speaking the agriculture sector will 
potentially continue to post an underwhelming performance due to several factors. 

SELECTED EMERGING LEGAL AND REGULATORY ISSUES
To support economic recovery and stimulate growth Government proposed putting in place specific legal reforms to be undertaken 
mainly in the areas of fiscal management and debt sustainability. 

The reforms included enactment of a new Public Procurement Act No. 8 of 2020 which will give more opportunities to citizen owned 
companies to participate in public procurement. The Public Procurement Act will also require government agencies to include local 
content in the selection criteria for awarding of contracts as well as address issues of benchmarking of prices through the publication of 
quarterly price indices and restrictions on contract variations to not more than 25 percent.
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National Planning and Budgeting Act No 1 of 2020 was enacted to allow for an integrated national planning and budgeting process; 
strengthened accountability, oversight and participation mechanisms in the national planning and budgeting process. It also allows for 
coordination of national development plans with the National Planning Framework; a participatory and decentralised national planning 
and budgeting process which promotes the participation of state and non-state actors in the planning and budgeting process and 
enhanced budget credibility. 

The above reforms notwithstanding, there are loopholes within the public finance management regulatory framework that should be 
addressed to strengthen accountability and enhance the monetary and fiscal space. These are:

(i)  Amendment of the Bank of Zambia Act
The Constitution of Zambia (Amendment) Act of 2016 (the “Constitution”) provides for functions for the Bank of Zambia which do not 
reflect in the existing Bank of Zambia Act No. 43 of 1996 (the “BoZ Act”). These include the responsibilities of the Bank of Zambia 
Governor. 

In addition, the Southern Africa Development Community (SADC) has adopted the SADC Central Bank Model Law with a focus on 
monetary and financial integration. The SADC Central Bank Model Law embodies the key principles that will promote the adoption of 
general principles to facilitate the operational independence of SADC central banks and create clear standards of accountability and 
transparency in the functions of central banks in SADC.        

In view of these developments, the BoZ Act should therefore be amended to meet the requirements on regional monetary and financial 
integration envisaged by the SADC Central Bank Model Law and enhance its operational independence, in addition to aligning its 
objectives with the Constitution. 

(ii) Amendment of the Loans and Guarantees (Authorisation) Act of 1969
Towards the end of last quarter, the Ministry of Finance began a process of reviewing the Loans and Guarantees (Authorisation) Act of 
1969 (the “Loans and Guarantees Act”) to bring into alignment with the Constitution. Key provisions in the Act such as sections 19 and 
23 require information pertaining to loans and guarantees to be provided in the end of year financial report, in other words, after the debt 
has been contracted. 

Article 207(2) of the Constitution stipulates that the category, nature and terms and conditions of loan should be made known to the 
National Assembly before the loan is contracted. In addition, loans and guarantees should be contracted in accordance with Government’s 
strategic objectives and national development plan. 

As a best practice it is recommended that any form of debt must speak to a specific developmental objective. Projections on revenue 
inflow and debt servicing should also be included in a report to the National Assembly to justify any loan or guarantee prior to contraction 
of a loan. These recommendations would be a vital addition to the Loans and Guarantees Act to ensure harmonisation with other pieces 
of legislation governing Public Finance Management and aspects thereof such as debt contraction, planning and budgeting. 

PROSPECTS FOR SECOND HALF OF 2021 
Looking forward, global economic growth prospects are expected to support domestic economic growth closer to the 1.8 percent target 
by end of 2021. However, in the medium-term, growth prospects remain uncertain in view of the new and more contagious variant of 
the corona virus, uneven access to vaccines, and limited fiscal policy support. This has potential to significantly dwindle growth in the 
second half of the year.

Moreover, in the second half of the year, public expenditure may heighten, driven by the purchase of COVID-19 related equipment and 
expenditure on the general elections. If these downside risks materialise, the fiscal deficit may be higher than the 9.3 percent of GDP 
envisaged in the 2021 National Budget.

The second half of the year is likely to post increased investor and public confidence. Yield rates on Zambia’s Eurobonds have surged 
while the Kwacha has appreciated steadily, dropping to around K15/$ from an average of K20/$. However, it is critical to note that there 
has been no significant shift in the fundamental variables that underpin long-term growth. While increased investor confidence can 
attract investors, it is actual policy implementation that will make them stay. Therefore, a more sustainable economic recovery path 
largely depends on how quickly the new administration settles down and begins its policy implementation.

slowdown in overall inflation.
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Uncertainties surrounding the conclusion of discussions between Government and the International Monetary Fund (IMF) over a possible 
Extended Credit Facility Program remains a handicap to a better economic outlook in the second half of the year. The Economic Recovery 
Programme has an implementation period of 3 years (2020-2023). However, there is a chance that the first year may be lost out, largely 
attributable to the resurgence of the pandemic on one hand, and the protracted discussions with the IMF on the other. The recent change 
of Government following the general elections may have an impact on the prospects of an IMF deal in the medium term. It will be cardinal 
for the new administration to quickly review the Economic Recovery Program launched by the previous administration so that it reflects 
the current Government’s economic recovery strategy, without completely shifting the thrust of the document. Concluding a formal 
program with the IMF will be key to ensuring a successful debt restructuring process.
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Preliminary indicators point to a weak macroeconomic outlook in the first half of 2021. Although the first quarter of the year posted 
economic growth of 0.7 percent after registering a contraction throughout 2020, trends in other macroeconomic indicators suggest the 
Zambian economy will be swimming against the current in the latter part of the year, owing to the uncertainties imposed by the COVID-19 
pandemic. Inflation has increased substantially, rising to around 22.83 percent in the first half of the year from the 14.77 percent recorded 
in the first half of last year, deviating further away from the upper bound of the target range. Inflation over this period has been driven 
mainly by rising food prices. The exchange rate has depreciated significantly over the review period, when compared to the corresponding 
period last year. The debt position has worsened, as both domestic and external debt have increased. The gross international reserve 
position has reduced. Domestic revenue generation increased, and surpassed target amounts over the review period, but so did public 
expenditure, thereby posting a fiscal deficit of K9.6 billion.

Global economic growth prospects are expected to support domestic economic growth closer to the 1.8 percent target by end of 2021. 
However, in the medium-term, growth prospects remain uncertain in view of the new and more contagious variant of the corona virus. 
Increased public and investor confidence following the transition in political leadership after the general elections presents a scope for 
a more stable macro-economic outlook going forward. Addressing the economic impacts of the COVID-19 pandemic and concluding a 
formal program with the IMF will be catalysts to a speedy economic rebound.
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