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MOZAMBIQUE ECONOMIC UPDATE  

September/2012 

 

H IGHLIGHTS :  

• Mozambique's economic growth continues robust at 8 percent in the second quarter 

• The current account deficit has widened, a result of an increasing trade deficit led by huge 

growth of imports for extractive industries  

• International reserves have continued to grow, despite the larger trade deficit, as credits 

and grants rose 

• Inflation’s very low print continues, despite significant loosening of monetary policy by the 

Central Bank 

 

Mozambique's economic growth continues 

robust, but somewhat lower than 

government objectives for 2012. 

Recently published national accounts report 

strong growth of 8 percent in the second 

quarter of 2012 (and 7.3 percent in the first 

half of 2012).  This, combined with relatively 

low levels of inflation, confirms the positive 

momentum for Mozambique’s economy 

suggested by a positive revision of 

Mozambique’s sovereign debt outlook by 

Fitch Credit Rating Agency from ”stable” to 

“positive”.  Fitch also affirmed Mozambique’s 

long term local currency debt rating at “B+, 

with a stable outlook”.  After growing at 

6.3 percent in the first quarter compared to 

the same period a year earlier growth 

accelerated to 8 percent in the second 

quarter.  Although growth remains strong it is 

slightly below the Government’s target of 

8.5 percent for 2012.  Extractive industries 

continue to be the most dynamic sector, with 

growth of over 50 percent in the second 

quarter.  Services sectors such as transport 

and communications and commerce are also 

growing at very rapid rates.  On the other side, 

traditional sectors such as agriculture and 

fisheries grew slower than the economy as a 

whole in the first semester of 2012. 

A persistent trade deficit contributed to a 

widening of the current account deficit by 

5.5 percent 

The current account deficit for the first 

quarter widened to USD 495 million, 

5.5 percent higher than the deficit registered 

in the same period of last year.  A persistent 

trade deficit continues to contribute the most 

to the current account deficit, with exports 

and imports growing by 48 and 23 percent 

respectively.  The mega-projects, responsible 

for 46 percent of the total trade, increased 

GDP real Growth Rate  

 

Source: INE 

Current Account Balance (USD Million) 

 

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

WB456288
Typewritten Text
80183



 2/4

their imports by 38 percent, but exports from 

the same sector only grew 9 percent in 

comparison to the first quarter of 2011. 

International Reserves rose to USD2.4 billion 

at the end of July. 

Preliminary data from the Bank of 

Mozambique show that gross international 

reserves rose to a record high USD2.4 billion.  

After adding USD 56.1 million in June, the 

disbursement of USD 110.6 millions in July in 

credits and grants contributed to the record 

balance.  The stock of international reserves is 

equivalent to 5 months of imports. 

A combination of low tax revenue and delays 

in donor grant disbursements resulted in a 

relatively low revenue in the first half of the 

year. 

Despite significant growth in fiscal revenues, 

this was lower than what was projected by the 

government, explained partially by lower than 

expected price increases.  The weak 

performance in total revenues (including 

grants) during the first half of the year was the 

result of delays in disbursements by 

development partners.  Only 23 percent of 

external resources (donor grants) budgeted 

for the year was received in the first half of 

the year.  This should be reverted in the 

second half of the year.  The plans to increase 

the number of taxpayers (by 12 percent in 

2012) as well as efforts to improve tax 

administration (allowing for payment of most 

taxes through the banking system) should 

contribute to a stronger collection going 

forward, with state revenues projected at 

MZN 95.5 billion for 2012.  

Inflation continues at record low levels 

The 12-month inflation registered in July was 

1.5 percent, continuing the downward 

trajectory that started in November 2011.  

Low inflation on food items has been the main 

contributor to this.  Despite the slight 

depreciation of the MZN in the past few 

months, the MZN remains strong especially 

compared to the South African Rand and 

affects inflation dynamics positively. 

Source: INE 

Domestic prices of agricultural commodities 

have slowed down from a year earlier.  

Although the price of corn rose by 5.8 percent 

in the first half of the year compared to the 

12-Month Inflation (percent) 

International Reserves 

Source: Bank of Mozambique 

Merchandise Trade Balance (USD Million) 

 

Source: Bank of Mozambique 
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same period a year earlier, the price of wheat 

fell by 7.6 percent during the same period. 

Food Prices 
(December 2010=100) 

 

The central bank has continued to ease 

monetary policy in the past few months, 

supported by low and declining inflation for 

most of the past year.  

The Monetary Policy Committee of the Bank 

of Mozambique decided in its last meeting to 

keep its main interest rate (SLF), at 

11.5 percent.  The persistent financial crisis in 

Europe and the associated contagious risk and 

the low inflation print are behind the central 

bank’s relatively loose monetary policy. 

 

 

 

 

 

 

Since August 2011, the Central Bank has been 

gradually lowering the SLF, but with a limited 

response in terms of credit growth to the 

private sector.  The rate of growth of credit to 

the private sector, which had slowed down 

substantially in 2011 and during the first half 

of the year, seems to be recovering a bit.  The 

monetary transmission mechanism still seems 

to be substantially affected by global 

conditions and tightening credit in Europe. 

 

The metical continues relatively stable, with 

a slight depreciation against the ZAR and the 

USD in the past few months.  

The metical has remained relatively stable 

(with some fluctuations) against main 

currencies over the past year. In July the MZN 

depreciated slightly against the ZAR (-2%) and 

the USD (-0.5%) while it appreciated against 

the Euro (1.5%). The real effective exchange 

rate, contrary to common perceptions of 

appreciation, is at a similar level than it was in 

2005 (see Mozambique Economic Update of 

June 2012 for a detailed discussion). 

 

The boom in mineral and petroleum 

resources continues to gain momentum, and 

major investments are underway to be able 

to exploit these resources.  

Mozambique has significant potential to 

become a large exporter of mineral and 

petroleum products and FDI continues strong, 

both in mining and petroleum operations and 

related infrastructure.  ENI recently reported 

new gas discoveries in the Rovuma basin, with 

80

90

100

110

120

Maize

Wheat

CPI

Source: SIMA

Nominal Exchange Rate 

Source: Bank of Mozambique 

Standing Lending Facility (SLF) Rate 

Source: Bank of Mozambique 
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retractable gas reserves of over 100 TCF 

confirmed in Mozambique.  Several new 

companies are about to start coal mining in 

Tete province, joining the already established 

Vale and Rio Tinto which are both already 

exporting coal. 

Railways, Ports, Energy. Upgrades and repairs 

to the Sena railway line, which connects 

Moatize in Tete to Beira port, are currently 

under way. Once completed, the Sena line will 

boast a capacity of 6.5 million tons per year.  

Another railway line linking Tete to the Nacala 

port is currently under consideration.  

Significant investments in roads and port 

infrastructure as well as related services will 

also be needed to increase the country’s 

capacity to manage a projected large increase 

in the volume of exports. 

Large investments in energy infrastructure are 

also underway or being completed, such as 

the recently inaugurated natural gas-fired 

power plant in Ressano Garcia in Maputo 

province, which will use the gas resources 

from the Pande/Temane fields. Investments 

for construction of two high voltage 

transmission lines from Tete to Maputo are 

also under consideration.  

GoM and Exim Bank from China concluded the 

financing agreements for the bridge across the 

Maputo Bay. Total project cost is estimated at 

US$725 million, 85 percent of which will be 

financed by a non-concessional loan from 

Exim Bank, 10 percent by concessional credits 

by Exim Bank and another 5 percent by GoM. 

The project includes, together with the bridge, 

the construction of 120 kms of road from 

Catembe to Ponta de Ouro.  

External Environment and Prospects 

After a few good months at the beginning of 

the year, the worsening of the Euro crisis has 

again affected global markets and analysts 

project low global growth for both this and 

the coming years. The World Bank’s Global 

Economic Prospects projects global GDP 

growth of 2.5 percent in 2012, with growth 

accelerating to 3.0 and 3.3 percent in 2013 

and 2014. Although the drag on growth will 

come particularly from developed countries, 

developing countries are projected to grow at 

5.3 in 2012, significantly lower than in 

previous years.  

This is also the case with Mozambique’s main 

trading partners. After a significant 

acceleration of growth in 2010 and 2011, 

growth projections for all countries are lower 

in 2012, particularly for Europe which 

accounts for 60 percent of exports. 

 

Demand and supply dynamics currently under 

way could result in a slight decline in 

commodity prices in the next few years, 

although they will remain at relatively 

elevated prices. There are significant up and 

downward risks and uncertainty around these 

projections, highlighting the volatility of 

commodity prices. As the exploitation of 

mineral and petroleum resources gains in 

importance for Mozambique, potential up and 

downward swings in prices will need to be 

managed. 

 

The Government of Mozambique has a growth 

target of 8.5 percent for 2012. Given current 

growth rates and the turbulences affecting 

some of Mozambique’s key export markets, 

growth may be somewhat lower than the 

Government’s target. 


