
����������������

��������������

�������

��������������





BANK OF TANZANIA

ANNUAL REPORT
 

2003/04

P.O. Box 2939,  DAR ES SALAAM TELEPHONE: (255-22), 2110945-52, 2110977-9
Cable: “BENKUU” Telex: 41024, 41368 Code: Peterson 4th Edition.
   Fax: (255-22) 2112671, 2112573, 2113325, 2128151
   Website: http://www.bot-tz.org/



i

BOARD OF DIRECTORS

Mr. D.T.S.Ballali  Governor, Chairman     
(Vacant)   Deputy Governor, Deputy Chairman   
Mr. Gray S. Mgonja  Permanent Secretary to the Treasury - URT  
Mr. J.B. Raphael  Principal Secretary to the Treasury - SMZ  
Mr. A.M. Rashid  Director      
Prof. B.J. Ndunguru  Director      
Prof. L.K. Rutashobya Director      
Prof. J.J. Semboja  Director      
Mr. M.N. Shirima  Director      
Mr. B.N. Kimela      Ag. Secretary to the Bank     



iiii

ABBREVIATIONS AND SYMBOLS

e estimate
n.a not applicable
p provisional
r revised
- no figure available
R seasonal factors recalculated



iii

September 29, 2004

LETTER OF TRANSMITTAL

Honourable Minister,
  

In accordance with Section 22 (1) of the Bank of Tanzania Act 1995, I hereby 
submit a report on:

(a) the economic situation during the financial year 2003/04 with special reference 
to financial developments and the policies pursued by the Bank, 

(b) the Bank’s operations during 2003/04, together with the  Bank’s Balance Sheet 
as at 30th June 2004 and the Profit and Loss Account for the year ended 30th 
June 2004 certified by the Auditors.

Yours sincerely,

D.T.S. Ballali
Governor

The Hon. Basil P. Mramba (MP)
Minister for Finance
DAR ES SALAAM



iviv

Mr. D. T. S. Ballali
Governor, Chairman

(Vacant)
Deputy Governor, Deputy Chairman

Mr. G.S. Mgonja
Permanent Secretary to

the Treasury (URT)

Prof. L.K. Rutashobya
Director

Mr. B. N. Kimela
Ag. Secretary to the Bank

Mr. A. R. Mohamed
Director

Prof. B. J. Ndunguru
Director

Prof. J. Semboja
Director

BOARD OF DIRECTORS

Mr. M. N. Shirima
Director

Mr. J. B. Raphael
Principal Secretary to

the Treasury (SMZ)

vviv



v

TABLE OF CONTENTS

LETTER OF TRANSMITTAL ...................................................................................... iii
BANK OF TANZANIA MISSION ................................................................................ ix
BANK OF TANZANIA’S INFLATION CONTROL STRATEGY ................................ x
THE MONETARY POLICY INSTRUMENTS ............................................................. xi
MONETARY POLICY IMPLEMENTATION BY THE BANK OF TANZANIA ........ xi

EXECUTIVE SUMMARY ............................................................................................... xii
PART 1 ECONOMIC DEVELOPMENTS ......................................................................... 1

OUTPUT AND PRICES ................................................................................................. 1
Gross Domestic Product ............................................................................................... 1
Consumer Prices ........................................................................................................... 6

PUBLIC FINANCE ......................................................................................................... 8
MONETARY AND FINANCIAL DEVELOPMENTS ................................................... 9

Monetary Policy Implementation in 2003/04 ............................................................... 9
Money and Credit Developments ............................................................................... 10
Commercial Banks Interest Rates .............................................................................. 12
Financial Markets ....................................................................................................... 14

EXTERNAL SECTOR .................................................................................................. 17
Balance of Payments .................................................................................................. 17
World Commodity Prices ........................................................................................... 20

FOREIGN AID AND DEBT DEVELOPMENTS ........................................................ 21
Poverty Reduction and Growth Facility ..................................................................... 21
National Debt Stock ................................................................................................... 22

INTERNATIONAL ECONOMIC DEVELOPMENTS ................................................ 26
Global Economy ......................................................................................................... 26
Regional Economic Developments ............................................................................ 29

ZANZIBAR ECONOMIC DEVELOPMENTS ............................................................... 34
OUTPUT PERFORMANCE ......................................................................................... 34
PUBLIC FINANCE ....................................................................................................... 35

Government Budgetary Operations ............................................................................ 35
EXTERNAL SECTOR PERFORMANCE ................................................................... 36

Trade Balance ............................................................................................................. 36
DEBT DEVELOPMENTS ............................................................................................ 38

External Debt .............................................................................................................. 38
Domestic Debt ............................................................................................................ 39

PART II BANK OF TANZANIA OPERATIONS ............................................................ 40
DEVELOPMENTS IN FINANCIAL MARKETS ........................................................ 40
CURRENCY AND BANKING OPERATIONS ........................................................... 40
BANKING SUPERVISION .......................................................................................... 40
PERSONNEL AND ADMINISTRATION .................................................................... 41
MICROFINANCE OPERATIONS ............................................................................... 41
NATIONAL PAYMENTS SYSTEMS .......................................................................... 41
MANAGEMENT INFORMATION SYSTEMS ........................................................... 42
INTERNAL AUDIT ...................................................................................................... 42
SECRETARY TO THE BANK ..................................................................................... 42



vivi

BANK OF TANZANIA TRAINING INSTITUTE  ...................................................... 42
REPORT OF THE AUDITORS .................................................................................... 46
BALANCE SHEET ....................................................................................................... 47
PROFIT AND LOSS ACCOUNTS ............................................................................... 48
STATISTICAL TABLES  .............................................................................................. 75
MANAGEMENT LIST ............................................................................................... 141



vii

LIST OF CHARTS 

Chart 1.1: Tanzania Mainland: Trend of Real GDP Growth Rate, 1997-2003.................... 1 
Chart 1.2: Tanzania Mainland: Activity Distribution of GDP in 2003 (at 1992 prices)...... 2
Chart 1.3: Tanzania Mainland: Volume of Production in Manufacturing Industry ............. 3
Chart 1.4: Tanzania: Government Resources in 2003/04 ........................................  .......... 8 
Chart 1.5: Tanzania: Contribution to Total Recurrent Revenue .......................................... 8
Chart 1.6: Tanzania: Government Expenditure in 2003/04 ................................................. 9
Chart 1.7: Tanzania: Annual Growth Rates of Monetary Aggregates ................................. 10
Chart 1.8: Tanzania: Components of Money Supply as Percentage of M3 ......................... 11
Chart 1.9: Tanzania: Distribution of Private Credit ............................................................. 12
Chart 1.10: Tanzania: Selected time deposits and Treasury bills rates ................................ 13
Chart 1.11: Tanzania, Selected Interest Rates and Inflation ................................................. 13
Chart 1.12: Tanzania, Margin Between 1-Year Lending Rate and 12-Month Deposit rate.. 14
Chart 1.13: Tanzania: Successful Participants in the Treasury Bills Market ....................... 15
Chart 1.14: Tanzania: Average Inter-bank Cash Market Rates ............................................ 16 
Chart 1.15: Bank of Tanzania Gross Reserves ..................................................................... 18
Chart 1.16: Trends and Structure of Tanzania Imports ........................................................ 18
Chart 1.17: Tanzania: Contribution of Commodities to Total Export Earnings 2003/04.... 19
Chart 1.18: Trends and Structure of Tanzania Exports ........................................................ 19
Chart 1.19. Tanzania Debt Stock ......................................................................................... 23
Chart 1.20: Tanzania: Disbursed Outstanding Debt by Creditor ......................................... 23
Chart 1.21: Tanzania: Disbursed Debt by Use of Funds ..................................................... 24
Chart 1.22: Tanzania: Composition of Domestic Debt by Instruments at  end June 2004.. 25
Chart 1.23a: Shares to Total GDP in the SADC Region ...................................................... 29
Chart 1.23b: GDP Growth in SADC Countries 1998-2003, Percentage ............................. 30
Chart 1.24: Inflation rates in SADC Countries .................................................................... 30
Chart 1.25: Current Account as percentage of GDP in SADC Countries in 2003 .............. 31
Chart 1.26: GDP Growth in EAC Countries ........................................................................ 31
Chart 1.27: Shares of GDP in the East African Community in 2003 ................................... 32
Chart 1.28: Annual Average Inflation rates in EAC Countries ............................................ 33
Chart 1.29: Zanzibar, Government Revenue By Sources 2003/04 ...................................... 35
Chart 1.30: Government of Zanzibar by Component 2003/04 ............................................ 36
Chart 1.31: Zanzibar: External Debt by Use of Funds, at end June 2004 ............................ 39
Chart 1.32: Zanzibar Domestic Debt by Creditors at end-June 2004 .................................. 39



viiiviii

LIST OF TABLES

Table 1.1: Tanzania Mainland: Distribution of Gross Domestic Product by 
Activity,  at Constant 1992 Prices .................................................................................... 2
Table 1.2: Tanzania Mainland: Index of Manufacturing Industries by Activity .............. 3
Table 1.3: Tanzania Mainland: Volume of Selected Manufactured Commodities  .......... 4
Table 1.4: Tanzania Mainland: Recoveries of Selected Minerals .................................... 5
Table 1.5:Tanzania Mainland: Tourist Inflow and Number of Hotels ............................. 5
Table 1.6: Tanzania Mainland: Analysis of the Savings-Investment 
                 Relationship, 1998–2003 ................................................................................ 7
Table 1.7: Tanzania: Developments in Selected Money Supply Aggregates.................. 11
Table 1.8: Tanzania: Foreign Exchange Market Developments ..................................... 17
Table 1.9: World Commodity Prices............................................................................... 20
Table 1.10: Multilateral Debt Relief to Tanzania............................................................ 24
Table 1.11: Status of PC VII Implementation on Tanzania............................................. 25
Table 1.12: Rates of Gross Domestic Products (GDP) ................................................... 27
Table 1.13: Consumer Price Index .................................................................................. 28
Table 1.14: The Rate of Inflation in the EAC  (1997-2003)........................................... 32
Table 1.15: Fiscal Deficits* as a percentage of GDP...................................................... 32
Table 1.16: Average Regional Current Account Deficit as a % of GDP.......................... 33
Table 1.17: Tanzania’s Exports to Kenya and Uganda.................................................... 33
Table 1.18: Zanzibar: Real Growth Rates by Activity..................................................... 34
Table 1.19: Zanzibar: Commodity Production................................................................. 34
Table 1.20: Zanzibar Central Government Operations.................................................... 35
Table 1.21: Zanzibar: Trade Account (Goods and services)............................................ 37
Table 1.22: Zanzibar Exports by type of Commodity...................................................... 37
Table 1.23: Zanzibar Imports (c.i.f.), by Major Categories............................................. 38
Table 1.24: Zanzibar: Service and Income Accounts...................................................... 38



ix

BANK OF TANZANIA MISSION

The Bank’s mission is: 

“To maintain price stability that is conducive to the attainment of financial 
and macroeconomic stability conducive to a balanced and sustainable 
growth of the national economy of Tanzania”. 
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BANK OF TANZANIA’S INFLATION CONTROL STRATEGY

• The primary objective of the Bank of Tanzania is price stability. The Bank therefore, has the 
responsibility of ensuring that it establishes monetary conditions that are consistent with low and 
stable inflation.

• Inflation control is not an end in itself, but rather, the means by which monetary policy contributes 
to overall economic performance.

• Low inflation allows the economy to function more efficiently, thereby contributing to a better 
overall economic performance.

• Central Banks control inflation by controlling the growth of money supply. The Bank of Tanzania 
targets broad money (M2), which is defined as currency in circulation outside banks, and total 
deposits held by commercial banks, excluding foreign currency deposits. M2 is chosen because it 
is the monetary aggregate that is estimated to have closest relationship with the rate of inflation.

• To influence the growth of M2, Central Banks normally control reserve money (base money, or 
central bank money), which is directly related to money supply through the money multiplier. 
Reserve money is defined as the liabilities of a Central Bank, which include currency held outside 
banks and banks’ reserves held by the Central Bank.

x
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THE MONETARY POLICY INSTRUMENTS

• The Bank of Tanzania uses indirect instruments of monetary policy to influence the level of money 
supply.

• The main instrument is Open Market Operations (OMO), which involves the sale or purchase of 
securities, e.g. treasury bills and bonds, by the Central Bank to withdraw or inject liquidity into 
the financial system in order to influence the reserve money.

• Other indirect instruments include Foreign Exchange Market Operations (FEMO), the discount 
rate, statutory reserve requirements and moral suasion.

MONETARY POLICY IMPLEMENTATION BY THE BANK OF TANZANIA

• At the beginning of every fiscal year, the Bank of Tanzania sets annual monetary policy targets in 
its Monetary Policy Statement. 

• The Monetary Policy Statement is submitted to the Minister for Finance, who tables it to the 
Parliament.

• The same procedure is followed in the submission of half-year review of monetary policy 
implementation.

• The Monetary Policy Committee of the Board, which is chaired by the Governor closely monitors 
monetary policy implementation on a monthly basis.

• The Monetary Policy sub-committee discusses, on weekly basis, progress on monetary policy 
implementation and plans for the subsequent week.

• A technical committee reviews liquidity developments daily and agrees on market intervention 
strategies.

xi
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The performance of Tanzania’s economy 
remained strong in 2003, amidst rising oil 
prices, insufficient rainfall and security concerns 
that weakened the performance of the tourism 
sector. The economy has shown a fairly degree 
of resilient in recent years. Real GDP grew at 
the rate of 5.6 percent, higher than the average 
of 5.1 percent for the preceding five years, but 
lower than the growth of 6.2 percent achieved in 
2002. The growth of GDP in 2003 was largely 
driven by sustained positive performance in 
mining, manufacturing, construction and trade. 
The growth of real GDP is expected to pick up 
to 6.3 percent in 2004.

Having declined to a lowest level of 4.2 percent 
in February 2004, the annual rate of inflation 
rose to a peak of 6.5 percent in April 2004. The 
upturn in inflation was caused by shortages of 
food supply especially during the pre-harvest 
period. As the new harvest began to reach the 
market around May 2004, the pressure on prices 
began to ease, driving the annual inflation 
down to 6.3 percent in June 2004. Owing to 
good weather, inflation is expected to continue 
to decline in the coming months.
The government took various measures in 
2003/04 to reduce the severity of food shortage 
and finance thermal power generation to 
fill the hydro-electricity supply gaps caused 
by drought. In line with this objective, the 
Parliament approved a supplementary budget 
of TZS 176.8 billion in February 2004. 
Revenue collection exceeded the set target by 
TZS 58.7 billion, owing to improvements in 
tax administration, particularly in income tax, 
and control in evasion of tax from petroleum 
imports. Expenditure, on the other hand, was 
broadly within the target, with priority sectors 
receiving their full allocation as planned. 
Allocations to priority sectors were partly 
facilitated by frontloading of disbursements of 
budget support from Tanzania’s development 
partners. With better than projected revenue 

EXECUTIVE SUMMARY 

performance and a restraint on expenditure, the 
overall fiscal deficit (after grants) was contained 
at 3.2 percent of GDP against the target of 4.1 
percent of GDP for 2003/04.

Following a relatively high rate of growth of 
money supply in 2002/03, monetary policy 
stance in 2003/04 remained relatively tight, 
with the target of extended broad money (M3) 
being set within a range of 14-17 percent, and 
that of reserve money (M0) within a range 
of 15-20 percent. In the course of the year, it 
became apparent that credit to the private sector 
was expanding faster than projected, while 
money multiplier was slowing, thus permitting 
relaxation of the upper boundary of M0 growth 
rate to 27 percent. 

Consistent with the monetary policy stance, the 
annual growth rate of broad money supply (M3) 
eased to 18.0 percent from 22.7 percent a year 
earlier. Large part of the slow down in growth 
of M3 occurred in foreign currency deposits, 
partly due to stabilization of the exchange rate 
towards the end of the year. M0 grew by 25.1 
percent, well below its revised upper growth 
limit.

On the assets side, the pace of expansion of net 
foreign assets (NFA) declined to 14.0 percent 
in 2003/04 from 44.7 percent in 2002/03 while 
that of credit to the private sector picked up 
to 46.7 percent from 36.6 percent in the same 
period. A marked expansion of credit to the 
private sector was recorded in tourism, trade, 
mining and manufacturing—consistent with the 
continued strong performance of these sectors. 
Continued decline in credit to the Government 
gave more room for private sector credit growth 
without impairing the attainment of money 
supply targets. 

The significant growth in the private sector 
credit was caused, in part, by gradual removal 
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in 2002/03 and higher world market prices, 
while manufactured exports were bolstered 
by increased activity in the Export Processing 
Zones (EPZ). Traditional exports, which are 
mostly agricultural based, performed less 
satisfactorily, partly as a result of the drought. 
In order to improve both quality and quantity 
of traditional exports, the Government took a 
number of measures including the removal of 
nuisance taxes affecting agricultural sector. It 
also operationalized the Export Credit Guarantee 
Scheme (ECGS). Meanwhile, the country 
continued to record an increase in official 
transfers, most of them in the form of budget 
support, following Government’s commitment 
to implement macroeconomic policy reforms.

Imports in USD terms rose by 32.2 percent, 
with most of the increase occurring in capital 
goods for mining, manufacturing, food to fill 
the domestic supply gap caused by drought, as 
well as imports of oil products. The increase in 
imports led to the deterioration of the current 
account deficit and substantial decrease in 
overall balance of payments surplus. There was 
also a reduction in the pace of expansion of 
gross international reserves to 12.4 percent at 
the end of June 2004, from an average of 30.7 
percent for the preceding three years. At the 
end of June 2004, the level of reserves stood at 
USD 1,878.0 million, equivalent to 7.8 months 
of imports.

In light of the high demand for foreign exchange 
to finance importation of goods and services, and 
the substantial inflow of budgetary support, the 
Bank of Tanzania made a record net sale of USD 
279.6 million, compared with a net purchase of 
USD 37.6 million made in the previous year. 
The Tanzanian shilling depreciated by 7.6 
percent against the US dollar, with most of the 
depreciation occurring in the third quarter of 
the year, reflecting mainly a decline in foreign 
exchange receipts from traditional exports.

of structural impediments, increasing level 
of investments in the economy and a shift in 
corporate clients preference from borrowing 
abroad to domestic sources. The shift was driven 
by the need to avoid exchange rate risks and to 
take advantage of reduced costs of borrowing, 
in the wake of increased competition among 
commercial banks. 

Interest rates on TZS deposits improved slightly 
during the year under review, as were the rates 
on Treasury bills. The overall time deposits rate 
rose from an average of 3.5 percent in 2002/03 
to 3.8 percent in 2003/04 while the weighted 
average yield on Treasury bills picked up to 7.3 
percent from 4.5 percent, partly reflecting the 
tightness of monetary policy. Rates on foreign 
currency deposits, however, took a downward 
trend with the exception of savings deposits 
that remained unchanged at 0.9 percent.

Interest rates on local currency denominated 
loans exhibited a declining trend, with the 
average overall lending rate falling from an 
average of 15.5 percent in 2002/03 to 14.0 
percent in 2003/04. The overall weighted 
average rate of foreign lending rose from 
an average of 6.9 percent in 2002/03 to 7.6 
percent. The combined effect of the decline in 
TZS lending rates and the improvement in TZS 
deposit rates, led to a reduction of the margin 
between 12-month time deposit rate and 1-year 
lending rate from 11.3 percentage points in June 
2003 to 9.9 percentage points in June 2004.

The Bank of Tanzania launched the Lombard 
facility in December 2003 to provide overnight 
collateralised advances to commercial banks 
upon signing a master repurchase agreement.  
As at the end of June 2004, banks had borrowed 
TZS 59.7 billion through this facility.

The US dollar value of exports of goods and 
services rose by 16.8 percent. Most of this 
increase emanated from gold and manufactured 
exports. Gold exports increased by 50.7 percent 
following the commissioning of new mines 
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Zanzibar

Zanzibar’s real GDP growth declined to 5.0 
percent in 2003 from 8.0 percent recorded in 
2002, mainly due to a marked fall in world 
prices of cloves and a decline of tourism 
activities owing to security concerns. 

The inflation rate in Zanzibar was projected 
to be within 4.0 to 4.5 percent, but the outturn 
was 9.0 percent, which is significantly higher 
than 5.2 percent recorded in 2002. The surge 

was largely on account of higher food prices 
associated with shortages of food. 
The Zanzibar government budgetary operations 
in 2003/04 registered an overall deficit after 
grants of TZS 7.7 billion, which was about 3.1 
percent of GDP compared with TZS 26.4 billion 
or 10.9 percent of GDP registered in 2002/03. 
The revenue collection amounted to TZS 50.1 
billion or 20.2 percent of GDP, accounting for 
81.0 percent of the target. The total expenditure 
reached TZS 70.2 billion.
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OUTPUT AND PRICES

Gross Domestic Product

Tanzania’s economy has continued to perform 
satisfactorily in the recent past, among other 
things, as a result of sustained economic 
reforms. In 2003 the economy grew at the 
rate of 5.6 percent, higher than the average of 
5.1 percent in the preceding fi ve years, and 
above the SADC average of 3.2 percent. The 
2.8 per capita growth in 2003 was mainly 
driven by continued strong performance in 
mining, manufacturing, construction and trade. 
However, this growth was lower than 6.2 
percent recorded in 2002, mainly due to the 
drought that affected agriculture and related 
economic activities, as well as global security 
concerns that affected tourism. The agricultural 
sector, which has continued to account for 
about 48 percent of GDP, grew by 4.0 percent 
in 2003, slightly below the rate registered in the 
preceding year. In view of the good weather 
conditions registered in 2004, the growth of 
real GDP for the year is expected to pick up to 
6.3 percent.

Developments in Selected Economic 
Activities

Manufacturing sector performed strongly 
for a second year in a row. The growth of 
mining, construction and trade remained 
robust. Agriculture, which remains the largest 
contributor to the economy, grew at the rate 
of 4.0 percent as compared with 5.0 percent 
registered a year before, refl ecting mainly the 
impact of the drought.

The impact of the drought was concentrated 
on major crops, as a result the pace of growth 
slowed down to 3.6 percent from 5.6 percent 
in 2002. These crops that account for nearly 75 
percent of the agricultural sector output remained 
vulnerable to weather, mainly due to lack of 
large-scale irrigation schemes. Save for fi shing, 
whose growth remained around 6.5 percent, the 
rest of agricultural activities, namely; livestock, 
forestry and hunting, registered higher growth 
rates in 2003 as compared with the performance 
in 2002.

Having risen sharply from 5.0 percent in 2001 
to 8.0 percent in 2002, real growth in the 
manufacturing sector picked up further to 8.6 
percent in 2003, the highest in the recent past. 

The sustained 
solid performance 
was also vivid in 
the manufacturing 
production index 
(MPI), where 
an increase of 
10.7 percent was 
registered in 2003. 
Increased capacity 
utilization in some 
of the divested 
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ECONOMIC DEVELOPMENT 
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industries, especially textiles, increased 
reliability of utilities, reduced costs of production 
as well as improvement in transportation and 
communication networks, were the major 

factors underlying the performance recorded in 
this sector.

Manufactured products, which recorded higher 
output, included fish fillets, textiles, beverages 
(excluding instant coffee), sisal ropes and 
twines and sugar (Table 1.3). Production of 

fish fillets increased on account of the recovery 
in foreign demand, while that of textiles 
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increased following the inception of production 
activities under Export Processing Zone (EPZ). 
Furthermore, production of cement and rolled 
steel increased on account of high demand 
for construction materials by the housing sub-
sector and infrastructure works. On the other 
hand, production of vegetable oils and fats 

declined partly due to adverse weather that 
affected production of oilseeds. Production of 
instant coffee, aluminium and corrugated iron 
sheets also declined mainly due to higher costs 
of imported raw materials.

Performance of the mining sector remained 
robust as a result of the conducive policy 
environment, which continues to attract local and 
foreign investment. Value added in the mining 
activity increased by 17 percent in real terms 
during 2003, against an increase of 15 percent 
in the preceding year. Consequently, its share to 
GDP increased to 3.0 percent from 2.7 percent 
in 2002. The performance recorded in mining 

sector was consistent with increased investments 
in mineral production particularly in the cases 
of gold and gemstones. The production of gold, 
which dominates the country’s mining activity, 
increased to 48.0 tons in 2003 from 43.3 tons 
recorded in 2002. The improvement was due to 
commencement of new mining operations of 

Afrika Mashariki Gold Mines Ltd and Buhemba 
Gold Mines Ltd, which started production in 
mid 2002 and early 2003, respectively. Gold 
production is expected to increase further in the 
near future upon completion of Tulawaka Gold 
Mines, scheduled for commissioning in 2005. 
Production of gemstones surged to 1,531.5 tons 
from 195.8 tons recorded in 2002 following a 
sharp increase in demand for moonstones and 
feldspar, particularly from Thailand. 

Production of diamond, coal, gypsum and salt 
recorded slight declines (Table 1.4). Diamond 
production fell following major rehabilitation 
of the Williamson Diamond mines, while coal 
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production decreased due to low operational 
capacity of Kiwira Coal Mines.

Trade, hotels and restaurant activities, combined, 

grew at the rate of 6.5 percent in 2003, which 
was almost the same level as registered in the 
previous year. The pace of growth slackened, 
partly due to security concerns that were evident 
in the small increase in the number of tourists 
visiting Tanzania (Table 1.5).

At 11 percent, value added in construction 

remained buoyant in 2003, reflecting increased 
activities in infrastructural development, 
partly associated with the increased budgetary 
allocations to the improvement of infrastructure.  
As a result, the contribution of construction 
activity to GDP increased slightly to 5.2 percent 
from 5.0 percent recorded in 2002. 

During 2003, real growth rate in transport and 
communication activities decelerated to 5.1 
percent from 6.4 percent registered in 2002. 

However, there was an expansion of coverage 
of mobile telephone services and increase in 
subscribers to 1,298,000 from 805,000 in the 
preceding year. Postal services also recorded 

some improvements in areas of money transfers, 
and message and letter deliveries. The container 
terminal at Dar es Salaam port also performed 
well, reducing the time of clearing containers 
from an average of 13.9 days in 2002 to 11.3 
days in the review period.

Despite the negative impact of the drought 

on hydropower generation, the growth of real 
value added in electricity and water, combined, 
picked up to 4.9 percent in 2003 from 3.1 
percent recorded in 2002. This performance 
was made possible by increased government 
budgetary allocations to support production of 
thermal electricity that ensured constant supply 
of power throughout the year.

With regard to the provision of water services, 
the government continued to implement the 
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policy of enhancing community participation in 
water projects, construction and rehabilitation 
of water infrastructure. These initiatives 
contributed to the improvement in water supply 
services particularly in rural areas, where 
coverage increased slightly from 52.8 percent 
in 2002 to 53.5 percent in 2003.

Gross National Disposable Income

In the recent past, gross national disposable 
income (GNDI) has been growing at a 
substantially higher rate than GDP, reflecting 
increased inflow of current transfers to 
complement domestic resources. In 2003, 
GNDI increased by 7.7 percent in real terms, 
1.6 percentage points higher than the average 
rate achieved for the preceding three years. 

Aggregate Demand

Final consumption recovered by recording an 
increase of 9.4 percent in 2003 in real terms, 
compared with a growth rate of 1.5 percent 
in the preceding year. A marked increase 
was recorded in both household and central 
government sectors, and was far above the 
increase in disposable income leading to a 
decline in real savings. Despite the decline 
in savings, investment registered a positive 
real growth, albeit at a much slower pace of 
growth rate of 3.1 percent, compared with an 
increase of 19.8 percent registered in 2002. The 
slowdown reflects moderation in the expansion 
of investment in the government sector, after 
registering a substantial increase of 44.5 
percent in 2002. Investment has been growing 
strongly in the government sector at an average 
of around 37 percent per annum in real terms 
since 2000, following the implementation of 
Poverty Reduction Strategy (Table 1.6). 

Domestic absorption grew at 8.2 percent in 
real terms while foreign demand grew at 17.0 
percent in 2003, up from 7.2 percent in 2002. 
The growth in foreign demand reflected the 

continued impressive performance of non-
traditional exports, particularly gold. Aggregate 
demand in 2003, grew by 8.7 percent, which is 
much higher than the rate of growth of total 
domestic value added, with the difference being 
met by substantial increase in imports.

Consumer Prices

The downward inflation trend, which started in 
1994, reversed in April 2004 following increased 
pressure on food prices caused by the drought. 
Overall inflation fell from an average of 33.1 
percent in 1994 to an average of 4.6 percent in 
2003. For the whole of 2003, the inflation rate 
was below 5 percent, with the lowest level of 4.2 
percent recorded in February 2003. Since then, 
inflation took an upward trend, rising to 6.5 
percent in April 2004. The increase was mainly 
from the pressure on food prices owing to the 
protracted drought in the 2002/03-crop season. 
Following a good crop season in 2003/04, 
pressure on food prices fell and inflation eased 
slightly to 6.3 percent in June 2004. The food 
supply situation is expected to improve further, 
hence slowing down the overall inflation in the 
short to medium term.

Food Inflation

For the most part of 2003/04, the pressure on 
food prices was moderated by imports of cereals 
and other foodstuffs. This was made possible 
by government’s interventions that included 
waiver of import taxes on cereals, mobilization 
of food aid and distribution of subsidized food 
from the Strategic Grain Reserve (SGR). The 
rate of increase in the annual food inflation was 
therefore gradual, moving from 4.3 percent in 
June 2003 to 5.8 percent in December 2003, 
and then rising to 6.1 percent in January 
through March 2004. However, in April 2004, 
the annual food inflation jumped to 8.8 percent, 
as food shortage peaked, just before the onset 
of harvest season. The shortage was in part 
exacerbated by hoarding, which was practiced 
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by some traders who anticipated continued 
food shortages, and also because of expected 
increase in transportation costs associated with 
the increase in oil prices. By the beginning May 
2004, food supplies in the market increased as 
farmers were harvesting crops such as maize, 
sorghum, rice, millet and potatoes in most areas 
of the country, leading to a slight decrease in 
food inflation to 8.6 percent in June 2004.
Non-Food Inflation

Non-food inflation maintained a declining trend 
throughout the period under review, dampening 
the overall inflationary pressures from food 
prices. The annual non-food inflation dropped 
from 4.9 percent in June 2003 to 1.1 percent in 
December 2003, and further to 0.1 percent in 
June 2004. The decline was mainly caused by 
a fall in average prices of clothing, footwear, 
drinks, tobacco, personal care, furniture and 
household equipments. 
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 PUBLIC FINANCE

collections accounted for 39.7 percent, while 
collections from income taxes contributed 24.3 
percent. Taxes on local goods accounted for 
19.6 percent. Import taxes have continued to 
dominate government revenue as indicated by 
an average contribution of 38.5 percent for the 
past three years (Chart 1.5).

Government expenditure 

There were impressive efforts by the 
Government to keep expenditure on track. Total 
recurrent expenditures amounted to TZS 1,872.4 

billion, slightly higher than 
the projected TZS 1,755.7 
billion. The excess recurrent 
expenditure was mainly 
on account of increased 
allocations to priority 
sectors, which received TZS 
392.7 billion, against the 
budget of TZS 357.9 billion 
(Chart 1.6).  Education 
received 29.8 percent of the 
total allocations to priority 
sectors, followed by health 
(25.2 percent), roads (18.5 
percent) and agriculture 

(15.3 percent). Justice and legal services 

Overall fi scal performance in 2003/04 was 
satisfactory despite drought related additional 
expenditure. The overall budget defi cit after 
grants was contained at 3.2 percent of GDP 
against the target of 4.1 percent of GDP for 
2003/04.

Government Revenue 

Revenue collection in 2003/04 amounted to TZS 
1,459.3 billion, exceeding the target by TZS 58.7 
billion. The amount represented 13.9 percent of 

GDP compared with the target of 13.3 percent 
of GDP. The principal 
factors that contributed 
to this performance were 
improvements in tax 
administration, particularly 
in the areas of income 
tax and VAT (Chart 1.4). 
Also, measures adopted in 
2003/04, geared towards 
improving the recording 
of petroleum imports 
contributed to this outturn.

In terms of contribution to 
total revenue, import tax 
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absorbed 16.6 percent, while water received 3.4 
percent. 
During the course of the year, the Parliament 
approved the supplementary budget of 
TZS 176.8 billion, to fi nance unexpected 
requirements related to food shortage and 
thermal power generation.

Development expenditure amounted to TZS 
677.9 billion, against the budget estimate of 
TZS 803.4 billion. The amount represented 
6.5 percent of GDP, being lower than the 
projected 7.7 percent of GDP for 2003/04, 
largely due to undisbursed foreign loans 
amounting to TZS 122.4 billion.

Financing of the Budget Defi cit

During the fi rst two quarters of the fi scal 
year, Tanzania’s development partners front-
loaded disbursement of budget support funds, 
thereby facilitating early allocation of funds to 
spending units. As a result of the better than 
programmed revenue collection, improvement 
in expenditure control, and the external budget 
support, the Government was able to meet its 
fi scal objectives for 2003/04 as agreed under the 
program supported by the Poverty Reduction 
and Growth Facility (PRGF) of the International 
Monetary Fund (IMF). The Government 
received foreign loans (net) amounting to TZS 
374.4 billion, which fi nanced the defi cit of 
TZS 335.1 billion, and facilitated reduction of 
domestic obligations by TZS 39.3 billion. 

MONETARY AND FINANCIAL DEVELOPMENTS

Monetary Policy Implementation in 2003/04

The Bank of Tanzania continued to focus 
on maintaining low and stable infl ation (not 
exceeding 5.0 percent), while remaining 
supportive of the broader macroeconomic 
objectives of the Government. To achieve 
this, the Bank used various policy instruments 
with an objective of containing the growth of 
reserve money (M0) within a band of 15 to 20 
percent. This was, in turn, aimed at containing 

the annual growth of broad money supply (M2) 
within 12 to 15 percent and extended broad 
money supply (M3) within 14 to 17 percent. 
The Bank also aimed at allowing credit to the 
private sector to grow at an annual rate of not 
less than 24.5 percent by end of June 2004, as 
well as maintaining adequate level of offi cial 
foreign reserves of not less than six months of 
imports of goods and services.

Under the programme, the Bank relied on open 
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market operations (OMO) as its main policy 
instrument, complemented by foreign exchange 
market operations (FEMO). The Bank also 
introduced a Lombard facility in December 
2003, with a view to further improving liquidity 
management and the conduct of monetary 
policy. 

Despite large foreign exchange inflows and 
expansion of credit to the private sector during 
the year ending June 2004, annual growth rates 
in monetary aggregates reflected the tightness 
of the monetary policy stance. Extended broad 
money supply (M3) registered an annual growth 
rate of 18.0 percent compared with 22.7 percent 
a year earlier, while broad money supply (M2) 
recorded an annual growth rate of 19.1 percent 
compared with 16.9 percent a year earlier 
(Chart 1.7).

Reserve Money Developments

In the course of 2003/04, it became evident 
that credit was expanding at a faster pace than 
programmed, and the money multiplier was 
slowing down. These developments demanded 
higher growth of M0 to satisfy credit needs and 

to keep the broader monetary aggregates within 
their respective target bands. This was reflected 
in the revised targets under the PRGF program, 
where the upper limit on the annual growth rate 
of M0 was raised to 27.0 percent at end-June 
2004. In line with these new developments, M0 
grew by 25.1 percent to TZS 800.4 billion at 
end June 2004, which was comfortably below 
the revised upper growth limit. 

Money and Credit Developments

The rate of growth of extended broad money 
supply (M3) slowed to 18.0 percent in 2003/04 
from 22.7 percent in the preceding year while 
that of broad money supply (M2) increased to 
19.1 percent from 16.9 percent. The divergence 
in the growth rate of M2 and M3 was a reflection 
of the stabilization of the value of the shilling 
towards the end of the year that led to a substantial 

slowdown in 
the expansion 
of foreign 
c u r r e n c y 
deposits1. The 
expansion of 
M2 occurred 
mostly in 
currency in 
c i r cu l a t ion 
and savings 
d e p o s i t s 
as their 
r e s p e c t i v e 
growth rates 
picked up 
from 10.3 
percent to 
24.6 percent 

and 10.5 percent to 21.2 percent. The increase 
in these two components of money supply is 
partly associated with flow of funds to finance 
the relatively better crop harvest in the last 
quarter of 2003/04. 

The rate of expansion of demand deposits and 
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time deposits slowed down with that of time 
deposits being associated with increase in non-
bank private sector investment in Treasury 
bills. The non bank-private sector investment 

in Treasury bills picked up substantially in the 
second half of the year following persistently 
higher rates in Treasury bills compared with 
deposit rates.

From the assets 
side, growth 
in money 
supply was 
dominated by 
private sector 
credit. Growth 
of credit to the 
private sector 
picked up to 
46.7 percent 
in 2003/04 
from 36.6 
percent a year 
earlier, while 
the growth in 
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net foreign assets (NFA) slowed down to 14.0 
percent from 44.7 percent in the same period. 
Continued decline in credit to government 
allowed private sector credit to expand without 
exerting too much pressure on money supply 
(Table 1.7). The moderation in the expansion 
of NFA that occurred in the context of high 
budgetary inflows is attributable to the increase 
in demand for foreign exchange.

A notable expansion of credit to the private 
sector was recorded in tourism, trade, mining and 
manufacturing, consistent with the continued 
strong performance of these activities. As for 
the agricultural sector, the growth of credit 
increased from 29.8 percent in 2002/03 to 50.6 
percent during the year under review, partly 
due to increased need to finance crop purchases 
in the last quarter of the year. Net credit to the 
government declined faster in the year under 
review as compared with the year before 
since government deposits rose faster than the 
banking system’s claims on government.

The growth in private sector credit was caused 
in part by removal of structural impediments, 
increasing level of investments in the economy 

and a shift in corporate clients preference from 
borrowing abroad to borrowing domestically. 
The shift was driven by the need to avoid 
exchange rate risks and to take advantage of 
reduced costs of borrowing, brought about by 
the increased competition among commercial 
banks. As a result, the share of private sector 
credit to total credit improved significantly from 
76.7 percent at end June 2003 to 86.0 percent, 
and the ratio of private credit to non-government 
deposits increased from 38.0 percent at end-
June 2003 to 48.0 percent as at end-June 2004. 

Commercial Banks Interest Rates 

Deposit Rates

Interest rates on local currency deposits 
increased slightly during the year under review. 
The overall time deposits rate rose from an 
average of 3.5 percent in 2002/03 to 3.8 percent 
in 2003/04, consistent with developments in 
the Treasury bills market, where the average 

weighted yields of all maturities increased from 
an average of 4.5 percent to 7.3 percent in the 
same period. However, some banks offered 
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exhibited a downward trend, except for savings 
deposits, which remained almost unchanged at 
0.9 percent. The overall weighted average rate 
on time deposits fell from 1.4 percent to 1.2 
percent, while that on 3-month time deposits 
fell marginally from 1.2 percent to 1.1 percent. 
Also, the rate on 6-month time deposit fell from 
an average of 1.4 percent in 2002/03 to 1.2 
percent in the year under review. The 12-month 
time deposit rate, rose slightly to an average of 
1.6 percent from 1.5 percent recorded a year 
earlier. 

Lending Rates

Interest rates on 
local currency 
d e n o m i n a t e d 
loans declined 
from an average 
of 15.5 percent 
in 2002/03 to 
14.0 percent 
in 2003/04. 
L i k e w i s e , 
the average 
n e g o t i a t e d 
lending rate 
dropped from 
9.6 percent to 

8.9 percent in the same period.

Lending rates 
charged on 
foreign currency 
loans of up to 1-
year fell from an 
average of 7.4 
percent to 6.7 
percent, while that 
of 1-2 years rose 
from 6.0 percent 
to 7.8 percent. 
In contrast, the 
rates on medium-
term loans of 2-3 
years rose from 

negotiated deposit rates to their prime customers, 
which are normally higher than the posted rates. 
These rates stood at 6.7 percent during the year 
under review, up from an average of 5.5 percent 
recorded a year earlier. Taking into account the 
inflation of 6.3 percent in June 2004, the deposit 
rates were all negative in real terms, except for 
negotiated ones. Meanwhile, in 2003/04, yields 
on Treasury bills were all positive in real terms 
and significantly higher than the rates paid to 
fixed deposits of similar maturities (Charts 
1.10 and 1.11).

With regard to foreign currency deposits, 
most of the weighted average interest rates 
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7.6 percent to an average of 7.8 percent and 
the rates on 3-5 years from 6.5 percent to 7.9 
percent. Consequently, the overall weighted 
average rate of foreign lending increased from 
an average of 6.9 percent in 2002/03 to 7.6 
percent in 2003/04.

The decline in domestic lending rates and the 
improvement in deposit rates combined to 
reduce the margin between 12-month time 
deposit rate and 1-year lending rate from 11.3 
percentage points in June 2003 to 9.9 percentage 
points in June 2004 (Chart 1.12). Similarly, 
the margin on negotiated rates declined from 
3.9 percentage points to 2.3 percentage points 
during the same period. While the margin has 
been narrowing in the past few years, it is still 
too high and efforts are being made to address it 
by reducing the risks associated with lending to 
the private sector through the ongoing financial 
sector reforms.

Financial Markets

During 2003/04, the Bank took initiatives towards 
enhancing the development of financial markets, 

including, among others, the introduction of 
Lombard facility and establishment of real time 
gross settlement (RTGS) system. The system 
has improved efficiency in the settlement of 
transactions among banks during the year. In 
addition, Financial Markets Leaders Forum 
was put in place in March 2004 with the 
main objective of establishing a platform for 
exchange of experiences and ideas concerning 
financial markets and instruments.

Treasury Bills and Bonds

Treasury bills worth TZS 1,149.0 billion were 
offered during the year ending June 2004, being 
15.4 percent higher than the amount offered in 
the preceding year. However, demand fell by 
23.3 percent when compared with TZS 2,230.7 
billion demanded a year earlier. The amount 
sold stood at TZS 1,211.1 billion, which is 
higher than the amount offered by 5.4 percent, 
following interventions made by the Bank 
to meet liquidity targets. Commercial banks 
continued to dominate the Treasury bills market 
despite a decline in their share from 76.5 percent 
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of total successful bids recorded in 2002/03 to 
around 69 percent in 2003/04 (Chart 1.13).

Average yields in the Treasury bills market 
maintained an upward trend, with that of 35-day 
bill rising from 4.0 percent in 2002/03 to 6.5 
percent in 2003/04. The yield rate on 91-day bill 
increased from 4.4 percent to 7.3 percent while 
that of 182-day and 364-day bills rose from 4.6 
percent and 4.9 percent to 7.4 percent and 7.5 
percent, respectively. As a result, the overall 
weighted average yield (WAY) increased from 
an average of 4.5 percent recorded in 2002/03 
to 7.3 percent in 2003/04.

The market was supplied with Treasury bonds 
worth TZS 219.7 billion in the year ended 
June 2004, but experienced a demand of only 
TZS 167.4 billion, or 76 percent of the amount 
offered. Low demand was experienced mostly 
in the longer maturities. The Bank intervened 
to smoothen speculative shocks in the Treasury 
bond rates resulting into an actual sale of bonds 
worth TZS 136.0 billion, compared with TZS 
147.1 billion sold a year earlier. Pension Funds 
remained the dominant players in the Treasury 
bonds market accounting for 90.0 percent of the 
amount sold. Other players in the market were 
deposit money banks that held a share of 8.3 

percent and private individual investors held 
the balance. 

Treasury bond 
yields rose across 
all maturities 
reflecting the 
low demand. 
The yields on 
2-year and 5-
year Treasury 
bond rose from 
an average of 
5.0 percent and 
5.9 percent in 
2002/03 to 8.0 
and 8.8 percent 
in 2003/04, 
r e s p e c t i v e l y, 
while that of 7-

year increased from 6.9 percent to 10.0 percent. 
Similarly, the yield for 10-year bond reached an 
average of 11.1 percent in 2003/04 up from 7.8 
percent a year earlier.

Repurchase Agreement (Repos)

In the year under review, the Bank of Tanzania 
carried out repurchase agreements with 
commercial banks, amounting to TZS 225.5 
billion, compared with TZS 219.4 billion 
transacted a year earlier. The weighted repo rate 
increased substantially from an average of 0.7 
percent in 2002/03 to 5.0 percent in 2003/04, 
partly reflecting tightness of the monetary 
policy.

Inter-bank Cash Market 

Total interbank cash market transactions during 
the year under review were TZS 6,489.5 billion, 
compared with TZS 3,114.3 billion transacted 
in the previous financial year. Overnight 
transactions amounted to TZS 5,515.8 billion, 
accounting for 85 percent of the total. In line 
with high demand for overnight transactions 
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following relatively tight monetary policy 
stance, interests rates rose from an average of 
3.7 percent in 2002/03 to 5.6 percent in 2003/04. 
Similarly, the overall inter-bank rate rose from 
an average of 3.8 percent to 5.8 percent (Chart 
1.14).  

Lombard Facility

The Bank, in its role of lender of last resort, 
launched the Lombard facility in December 2003, 
to provide overnight collateralised advances to 
commercial banks that have signed the master 
repurchase agreement.  As at end June 2004, 
banks had borrowed TZS 59.7 billion through 
the facility. The rates ranged from 9.5 percent to 
17.1 percent, with the overall weighted average 
rate closing at 11.8 percent. 

Inter-bank Foreign Exchange Market

Total volume traded at the Inter-Bank Foreign 
Exchange Market (IFEM) in 2003/04 declined 
slightly from the amount traded in the previous 
year.  Commercial banks made a net purchase of 

USD 327.1 million while the non-bank financial 
institutions provided a net supply of USD 47.5 
million.  Given the high demand for foreign 
exchange in the IFEM, and the substantial 
inflow of budgetary support, the Bank of 
Tanzania made a record net sale of USD 279.6 

million, compared with a net purchase of USD 
37.6 million made in the previous year.

The Tanzanian shilling depreciated by 7.6 
percent against the US dollar to an average rate 
of TZS 1,074.3 in the year under review from an 
average rate of TZS 998.7 in the preceding year.  
Most of the shilling depreciation occurred in the 
last two quarters of the year, reflecting a decline 
in foreign exchange receipts from traditional 
exports and high demand for imports.  

Bureaux Transactions

Total volume of transactions conducted in 
bureaux de change went up by 26.6 percent, in 
the year under review from the level transacted 
in the previous year, mainly due to the rise in 
both sales and purchases.  While sales increased 
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mainly on account of a rise in payments for 
education and air tickets, purchases went up 
largely due to the rise in foreign exchange 
receipts from tourism.

Consistent with the developments in the IFEM, 

the buying and selling rates depreciated against 
the US dollar by 7.9 percent to an average rate 
of TZS 1,070.9 per US dollar and by 7.7 percent 
to an average rate of TZS 1,088.9 per US dollar, 
respectively. The margin between buying and 
selling rates declined slightly (Table 1.8).

����

EXTERNAL SECTOR

Balance of Payments

Tanzania’s balance of payments in 2003/04 was 
characterised by a huge import bill as a result of 
both internal and external infl uences. The drought 
adversely affected domestic food supplies 
and hydropower generation, necessitating 
imports of food, oil products and machinery for 
thermal power generation. In addition, strong 
performance in manufacturing, mining and 
trade, coupled with the introduction of fertilizer 
subsidies increased demand for importation of 
intermediate goods. The increase in imports led 
to the worsening of the current account defi cit 
and substantial decrease in the overall balance 
of payments surplus. Subsequently, there was 
a reduction in the pace of expansion of gross 

international reserves to 12.4 percent at the end 
of June 2004, from an average of 30.7 percent 
for the preceding three years. At the end of June 
2004, the level of reserves stood at USD 1,878.0 
million, equivalent to 7.8 months of imports.

Imports 

Goods imports increased from USD 1,823.9 
million to USD 2,363.2 million as all categories 
of imports recorded substantial increases. The 
increase in importation of capital goods to USD 
877.3 million was mainly due to the increase 
in activities in mining, manufacturing and 
tourism activities.  The increase in oil imports 
is attributed to the rise in oil prices in the world 
market as well as the increase in volume of 
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imported oil for thermal power generation. 
During the period under review, volume of 
oil imports increased to 1,544,789 tons from 
1,015,686 tons in 2002/03.  Likewise, food 
imports increased by 76.5 percent from USD 
145.6 million to USD 257.0 million partly 
reflecting the impact of the drought on domestic 
food supply. Also, the Government’s policy of 
subsidizing fertilizer prices contributed to the 
substantial increase of fertilizer imports.

Exports

During the period 
under review, goods 
exports increased by 
USD 168.0 million 
or 16.8 percent, with 
the performance 
being driven by 
improvement in 
n o n - t r a d i t i o n a l 
exports, specifically 
m a n u f a c t u r e d 
goods and gold.  
The improvement 
in gold exports was 
on account of both 

price and volume 
increases. The 
rise in gold 
prices was 
largely due to the 
weakening of the 
US dollar against 
other major 
currencies and 
global security 
c o n c e r n s . 
Likewise, the 
volume of gold 
exports increased 
by 50.7 percent 
following the 
commissioning 
of mines 
operated by M/S 
Afrika Mashariki 

Gold Mining Co. Ltd. and Buhemba Gold 
Mining Co. Ltd in 2002/03. The increase in 
manufactured exports was partly explained by 
the commissioning of new manufacturing units 
including those under Export Processing Zones 
(EPZ).

In contrast, traditional exports amounted to 
USD 215.0 million, lower than USD 223.6 
million recorded in the previous year. This was 
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attributed to both declines in export volumes as 
well as fall in world commodity prices (cloves 
and tobacco).

Services Account 

Deficit in the service account widened in 
2003/04, following an increase in service 
payments that offset the impact of a 3.0 percent 
rise in service receipts. The increase in payments 
was a result of a rise in freight charges and 
insurance premiums associated with increased 
imports. Earnings from services amounted to 
USD 730.2 million, higher than USD 708.8 
million recorded in 2002/03.

Income Account 

Deficit in the 
income account 
w i d e n e d 
significantly to 
USD 68.5 million 
in 2003/04 largely 
due to a 69.6 
percent increase in 
scheduled interest 
payments to USD 
124.5 million.  
During the period 
under review, 

USD 95.0 million was 
actual payments, out 
of which USD 16.4 
million was paid under 
HIPC initiative. The 
increase in interest 
payments is partly 
associated with debt 
service on new loans 
that were contracted 
during the period after 
the conclusion of HIPC 
arrangement. Income 
receipts went up partly 
slightly due to the 
continued increase of 
the Bank’s short-term 

investments abroad.

Current and Capital Transfers

The country continued to record an increase in 
official current transfers including multilateral 
HIPC relief following Government’s 
commitment in implementing macroeconomic 
reforms. Most of the official inflows were for 
Poverty Reduction Budget Support (PRBS) 
and Primary Education Development Program 
(PEDP). During the period under review, the 
country received official current transfers 
amounting to USD 584.7 million, out of which 
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USD 225.4 million was released under PRBS. 
The main objective of the program is to support 
poverty reduction strategy by fi nancing priority 
sectors that include education, health and 
water.

Financial Account 

During the period under review, the surplus in 
the fi nancial account decreased by 6.4 percent 
to USD 357.7 million owing to the decrease 
in incurrence of new loans by the government 
and increase in scheduled debt service by the 
private sector. Most of the disbursed loans went 
to budget support, accounting for about 70.0 
percent of total government loans. 

World Commodity Prices

The prices of most traditional commodities, 
with the exception of cloves continued to 
recover in 2003/04 (Table 1.9).  The increase 
in cotton prices refl ected robust cotton demand 
from China, coupled with a decline in global 
cotton production. The rise in prices of coffee 
emanated from unfavourable weather conditions 
as well as the effects of coffee biennial cycle 
which in turn resulted in a drop in Brazilian 
coffee supply in 2003/04 season.  

Prices of tea in the world market were 
infl uenced by both demand and supply factors. 
Robust economic growth in Pakistan, Russia 
and Eastern Europe created high demand for 
tea in these economies.  Also, adverse weather 
conditions in the tea growing areas in Kenya 
affected the supply of the commodity. As for 
sisal, the rise in oil prices led to increases in 
the cost of production of sisal substitutes, 
particularly chemical fi bres, thus stimulating 
demand for sisal. This resulted into the increase 
in sisal price. In contrast, price of cloves went 
down largely due to the drop in demand in India 
and Indonesia, the largest cloves consumer in 
the world.

Prices of crude oil and gold were also on an 
upward trend.  Prices rose mainly due to high 
demand, particularly in the United States and 
China, refl ecting their robust economic growth 
and OPEC announcements of prospective 
production cuts.  As for gold, the rise in price 
was mainly due to the weakening of the US 
dollar against major currencies and security 
concerns in Madrid and other Middle East 
countries, which in turn increased demand for 
gold as a safe investment.
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On the other hand, the rise in oil prices in 
the world market was detrimental to the 
Tanzanian economy as oil import bill increased 
signifi cantly.  The rise in oil import bill led to an 

increase in retail prices of petroleum products, 
which increased production and transportation 
costs. This in turn increased the prices of some 
goods and services.  

FOREIGN AID AND DEBT DEVELOPMENTS

Poverty Reduction and Growth Facility  

Following completion of the fi rst Poverty 
Reduction and Growth Facility (PRGF)2, the 
Government of Tanzania requested a three-
year PRGF for an amount of SDR 19.6 million. 
The IMF Board approved the facility in July 
2003 and an amount of SDR 2.8 million was 
released. The fi rst review under the new PRGF 
was done in November 2003, after which the 
IMF approved in February 2004 the release of 
the second instalment amounting to SDR 2.8 
million. Initial discussions for the second review 
were conducted in March 2004, followed by a 
full review in May 2004.

Poverty Reduction Support Credit (PRSC 
II)

The PSRC1 that was approved by the World 
Bank in May 2003 came to an end in June 2004. 
Following its completion, the Government of 
Tanzania applied for credit and grant of USD 
150 million3, to support the country’s efforts in 
implementing the second Poverty Reduction 
Strategy (PRS) in 2004. 

Programme Aid

During 2003/04, donors disbursed a total of USD 
569.1 million as programme aid, representing 
94.3 percent of total pledges. This amount was 
USD 100.2 million higher than disbursements 
made under the programme in the preceding 
year. During the year, disbursements were 
frontloaded, thus enabling the government to 
plan its expenditure more smoothly.  

The World Bank continued to assist the 
Government through the development 
fi nancing for the Poverty Reduction Support 
Credit (PRSC), whose main focus was on the 
private sector development and public sector 
management. Under PRSC, the World Bank 
released USD 132.6 million during the year. 
Also, the World Bank released USD 43.6 
million as regulation and privatisation tranche 
under the Programmatic Structural Adjustment 
Credit (PSAC I). 

Further multilateral support through programme 
loans came from IMF and African Development 
Fund (ADF). IMF disbursed USD 29.0 million 
through PRGF and ADF released USD 58.7 
million under Structural Adjustment Loan 
(SAL II).  The goal of SAL II was to assist the 
Government in increasing budgetary allocations 
to priority sectors identifi ed in the PRS. 

Poverty Reduction Budget Support (PRBS) 
assistance from bilateral donors and European 
Union (EU) increased signifi cantly to USD 
225.4 million compared with USD 156.8 million 
granted in the previous year.  The goal of PRBS 
is to support poverty reduction in the country by 
ensuring that adequate resources are provided 
for priority sectors in the government’s budget. 
Major contributors during the period under 
review were UK (USD 100.4 million) and EU 
(USD 39.0 million). 

Regarding sectoral basket fi nancing, donors 
disbursed a total of USD 73.4 million during 
the year. The fi nancing arrangement included 
Primary Education Development Programme 
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(PEDP), health sector and Poverty Monitoring 
Master Plan (PMMP). While PEDP focuses on 
promoting the quality of primary education, the 
health sector basket supports the health sector 
reforms in line with the targets under public 
sector reform programme (PSRP). Major donors 
who contributed to the sectoral basket were 
Canada (USD 11.5 million), Netherlands (USD 
9.4 million) and Denmark (USD 9.1 million).

Following impressive implementation of the 
Primary Education Development Programme 
(PEDP), the World Bank launched a new 
Secondary Education Development Program 
(SEDP) in June 2004. Under this programme, 
USD 150.0 million will be made available. Out 
of this, USD 26.4 million will be in form of 
grant and USD 123.6 million in form of loan to 
support reforms in secondary education.

HIPC Initiative

Tanzania continued to get debt relief under 
the Enhanced HIPC Initiative. Under this 
arrangement, multilateral creditors including, 
the World Bank, African Development Bank 
(ADB), International Monetary Fund (IMF), 
International Fund for Agricultural Development 
(IFAD), European Investment Bank (EIB) and 
Nordic Development Fund (NDF), have been 
offering debt relief in the form of debt service 
reduction since 2000/01. Paris Club bilateral 
creditors have been providing debt relief under 
Cologne stock terms, which involve cancellation 
of up to 90 percent of eligible outstanding debt. 
In the case of non-Paris Club bilateral creditors, 
Tanzania is required to seek relief on terms 
comparable to those offered by the Paris Club 
members. 

In 2003/04, Tanzania’s multilateral debt relief 
under the HIPC arrangement amounted to 
USD 71.4 million, bringing the total relief to 
USD 286.4 million. As for bilateral Paris Club 
creditors, the agreement was to bring total 
cancellation to USD 858.7 million, which is 
USD 140 million below the amount committed. 

All Paris Club members, except Brazil had 
offered relief under the HIPC terms. 

As for the non-Paris Club bilateral creditors, 
countries that had delivered relief within the 
HIPC framework by the end of June 2004 
were Bulgaria, which provided debt relief 
amounting to USD 15.1 million, and Kuwait, 
which rescheduled USD 31.5 million on 
concessional terms. China offered relief outside 
HIPC framework by canceling debts worth 
USD 37.7 million, while India cancelled all 
intergovernmental loans amounting to USD 
19.7 million. In addition, some dialogue had 
been initiated with Abu Dhabi Fund, Libya and 
Iran but no commitments were made. 

Debt Buyback Scheme

The debt buyback scheme, which was launched 
in October, 1999 and financed by a grant of USD 
40.2 million from IDA and the governments 
of Germany and Switzerland, came to its final 
closing in March, 2004. On closing, debts worth 
USD 43.8 million were retired. 

National Debt Stock

Total national debt stock (domestic and 
external) reached USD 8,742.2 million at the 
end of June 2004, from USD 8,109.7 million-
registered at the end of June 2003. The increase 
was due to improved recording of the data, new 
commitments and exchange rate fluctuations. 
Amount disbursed during the year was USD 
445.3 million, out of which USD 234.7 million 
represented new disbursements. 

External Debt

Total external debt committed stood at USD 
8,088.3 million at the end of June 2004, out of 
which, disbursed outstanding debt was USD 
6,678.3 million and USD 1,410.0 million was 
undisbursed debt. The stock of interest arrears 
was USD 1,178.7 million at the end of June 
2004 bringing the foreign debt stock to USD 
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7,856.9 million, an increase of 8.1 percent from 
the stock at end-June 2003.

The stock of outstanding debt at the end of June 
2004 was mainly made up of multilateral loans 
that accounted for 68.4 percent and bilateral 
loans, 22.2 percent. The share of bilateral 
credit has been decreasing mainly due to debt 

cancellation under HIPC framework, while 
that of multilateral credit has been increasing 
following the government’s policy of borrowing 
concessional loans, offered mostly by multilateral 
institutions. Commercial debt and export credit, 
combined, accounted for 9.4 percent of the 
outstanding debt (Chart 1.20). 
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The central government accounted for 91.2 
percent of total outstanding foreign debt, while 
private sector and public corporations accounted 
for 6.6 percent and 2.2 percent, respectively. 
The share of public corporations debt has 
been declining in the recent past following the 
privatisation exercise, where the debts of the 
privatised enterprises have been taken over by 
the government.

In terms of use of funds, 19.1 percent of the 
foreign debt stock was in form of balance 
of payments support, while transport and 
telecommunications accounted for 16.2 percent. 
The share of agriculture was 14.5 percent, 
energy and mining (13.8 percent), industries 
(5.3 percent) and social welfare and education 
(5.0 percent) as shown in Chart 1.21. 
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External Debt Service 

During the year under review, debt service 
payments amounted to USD 99.3 million, 
which represented 29.7 percent of the scheduled 

payments. The lower than scheduled payments 
were mainly due to relief from multilateral 
institutions and debt cancellation under Paris 
Club arrangement.

Domestic Debt 

Domestic debt stock stood 
at TZS 980.3 billion as 
at end June 2004, which 
represented an increase 
of 11.2 percent, compared 
with TZS 881.5 billion 
recorded at end June 
2003. About 98 percent 
of the debt stock was in 
the form of government 
securities namely: bonds, 
stocks, and Treasury bills.  

The composition of domestic debt changed 
in favour of government bonds as their share 
increased from 50.3 percent at the end of June 
2003 to 59.4 percent at the end of June 2004, 
reflecting the government’s efforts to streamline 

the maturity profile of its debt (Chart 1.22). 

Deposit money banks maintained the leading 
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position by holding 38.6 percent of the domestic 
debt, followed by pension funds, 33.9 percent 
and the Bank of Tanzania, 20.3 percent. Other 
depository corporations, insurance companies 
and private sector, combined, held the remaining 
part.

Domestic Debt Service 

During the year under review, TZS 458.5 billion 
fell due for payment compared with TZS 714.9 
billion during the year ending 30 June 2003. 
Out of the total amount due, TZS 69.3 billion 
represented interest which was paid out of 
government revenue, while TZS 389.2 billion 
was principal, which was rolled over. 

INTERNATIONAL ECONOMIC DEVELOPMENTS

Global Economy

After experiencing a modest recovery in 2002, 
the global economy strengthened in 2003, with 
GDP growing at 3.9 percent.  The improved 
performance was bolstered by the rise in growth 
of output in US, UK, Japan, Asia and the Middle 
East (Table 1.12).  In 2004, the global economy 
is projected to grow by 4.6 percent.  

In Africa, growth rate of output also picked up 
in 2003 as shown on Table 1.12, largely due 
to implementation of sound macroeconomic 
policies in most countries.  However, the 
growth rate in Africa was still below the 
level of 7.0 percent, required to achieve the 
Millennium Development Goals.  Real GDP 
is projected to grow at the rate of 4.2 percent, 
largely due to global economic recovery, that 
is expected to positively impact on commodity 
prices. Favourable weather conditions and large 
expansion in oil production in Angola, Chad 
and Equatorial Guinea are also projected.  

Generally, the infl ation rates remained low in 
2003 as depicted in Table 1.13.  On average, 
infl ation rate in major advanced economies was 
1.7 percent.  Notwithstanding rising prices of 
commodities in the world market particularly 
crude oil, infl ation rate is projected to remain 
moderate in 2004, refl ecting continued 
excess production capacity in manufacturing 

industries. In emerging markets and developing 
countries, infl ation rates are also generally on 
the declining trend.

Monetary policies in advanced economies 

Central banks in the major advanced economies 
continued with their accommodative stance 
of monetary policy in 2003, in support of the 
economic recovery. In the United States, the 
Federal Reserve Bank maintained its highly 
accommodative monetary policy stance by 
holding steady its federal fund rate at 1.0 
percent, (a 46-year low), as infl ation pressures 
became more balanced and the recovery was 
more widespread.  In the Euro area, the stance 
of monetary policy remained stimulative. 
After reducing its key policy rate by a total 
of 0.5 percentage points between March 2003 
and June 2003, the European Central Bank 
maintained the rate constant at 2.0 percent for 
the remainder of 2003.

The main factor behind reducing the rate was 
the fragile state of the recovery, as growth 
continued to be well below average in the 
largest Euro economies.  Similarly, the Bank of 
Japan continued to keep its overnight rate close 
to zero, complemented by quantitative easing 
of its monetary base in order to overcome the 
defl ation and fostering economic growth.  In 
Canada, after tightening monetary policy in early 
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2003, the Bank of Canada had subsequently 
reversed course and reduced the target for the 
overnight interest rate by 50 basis points to 2.75 
percent in the late 2003.  

World Trade 

In response to the higher than anticipated 
economic growth in Asia and the United States, 

the world trade recovered in 2003, growing 
by 4.5 percent from 3.1 percent recorded in 
the previous year.  The volume of imports 
and exports in advanced economies went up 
significantly, reflecting the robustness of their 
economies. Emerging and developing economies 
also experienced growth in exports and imports 
during the year, bolstered by the strong 
performance of the Asian and US economies. 
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Among the major advanced economies, United 
States, United Kingdom and Italy experienced 
an increase in imbalances in their current 
accounts, registering current account deficits as 
a percent of GDP of 5.0 percent, 2.4 percent and 
0.9 percent, respectively.

International Foreign Exchange Markets

The depreciation of the US dollar against major 

currencies was the most notable development in 
the foreign exchange markets during 2003.  The 
US dollar depreciated markedly against the Euro 
and a number of other major currencies such as 
Pound Sterling, and the Australian, Canadian 
and New Zealand dollars.  This depreciation of 
the dollar was mainly attributed to the widening 
of the US current account deficit and changes 
in the composition of its financing.  Moreover, 
there were large interest rate differentials 
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between the US, Euro Area and UK, which in 
turn moved yield driven capital away from US 
to countries with high interest rates.

Capital Flows

Net equity inflows to developing countries 
fell for the second consecutive year to USD 
149.5 billion in 2003, due to low foreign direct 
investments (FDIs).  This development reflected 
a sharp decline in flows to some of the middle-
income countries, where privatisation and cross-
border mergers and acquisitions slowed further 
following the financial crisis in 2000 and 2001.  
As a proportion of developing countries GDP, 
FDI continued to decline, from 2.3 percent in 
2002 to about 1.9 percent in 2003, while in Sub-
Saharan Africa, FDI flows rose slightly to USD 
9.0 billion reflecting oil related investments in 
Angola, Nigeria and Sudan. Net debt inflows to 
developing countries rose significantly to USD 
44.3 billion in 2003, from USD 7.3 billion in the 
previous year, partly due to better investment 
yields and good credit rating.  

Regional Economic Developments

During the year 2003, Tanzania continued to 

consolidate regional cooperation and integration 
achievements particularly those under Southern 
Africa Development Community (SADC) and 
East Africa Community (EAC). 

SADC

In line with the SADC mission of creating a 
vibrant and competitive regional economic 
block through deeper economic integration, 
member states continued to put in place prudent 
macroeconomic policies. However, the region 
registered a rather sluggish economic growth in 
2003 when compared with 2002. The average 
inflation diverged from the agreed convergence 
level and the overall current account deficit 
worsened. 

Gross Domestic Product 

The average economic growth in the SADC 
region was 3.2 percent in 2003 compared with 
3.3 percent in 2002, attributable mainly to slow 
down in economic growth in South Africa, 
which accounts for 64 percent of the total GDP 
in the region. Other economies that experienced 
declines relative to previous years’ experience 
included Angola, Lesotho, Mozambique, 
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Swaziland and Tanzania. The slowdown in 
manufacturing output, unfavourable weather 
conditions, and slowdown in foreign direct 
investment variously accounted for this outturn 
(Chart 1.23b).

Inflation

Many SADC countries continued to put 
inflation under control to meet the regional 

macroeconomic convergence target of single 
digit inflation rate as stipulated in the 2004 
- 2008 program.  However, average annual 
inflation in the SADC region increased from 
27.0 percent in 2002 to 40.4 percent in 2003 
(Chart 1.24).

External sector 
Performance

G e n e r a l 
p e r f o r m a n c e 
of the external 
sector in the 
SADC region was 
not satisfactory 
in 2003 as 
many countries 
recorded current 
account deficits. 
On average, the 
current account 
balance as a 
percentage of 
GDP worsened 

from a deficit of 6.6 percent in 2002 to a deficit of 
6.9 percent in 2003 due to structural weaknesses 
in the region. Angola, DRC, Lesotho and 
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Seychelles registered some improvements 
in their current accounts deficits while in 
Malawi, Mozambique, Namibia, South Africa, 
Swaziland, Tanzania, Zambia and Zimbabwe 
the deficits worsened (Chart 1.25). 

East African Community 

The year 2003 witnessed mixed performance in 
macroeconomic variables with diverse growth 
rates, inflation rates, fiscal deficits and external 
current account 
positions in the 
EAC region. The 
real GDP growth in 
the EAC remained 
unchanged at 4.6 
percent in 2003. 
This performance 
was highly 
influenced by the 
performance of the 
Kenyan economy, 
which grew by 1.1 
percent and 1.8 
percent in 2002 and 
2003, respectively. 
U n f a v o u r a b l e 

weather conditions largely affected this 
development.

The Real GDP growth of Ugandan economy, 
which accounts for 20.7 percent of the total 

GDP in the 
region declined 
to 4.9 percent in 
2002/03 from 
6.0 percent in 
2001/02 due 
to drought. 
Tanzania’s real 
GDP growth 
slowed down 
to 5.5 percent 
in 2003 from 
6.2 percent in 
2002, mainly 
due to the 
drought (Chart 
1.26). 
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Inflation

On average, the EAC annual inflation increased 
significantly from 1.6 percent in 2002 to 7.4 
percent during the year 2003, due mainly to 
large increase of inflation in both Kenya and 
Uganda because of bad weather that affected 
food supplies (Table 1.14). 

 

Fiscal performance

The EAC region continued to experience high 
budget deficits of about 8 percent of GDP 
in 2003, although some improvements were 
recorded compared with the previous year 
(Table 1.15). The high deficits were mainly 
caused by increased expenditure on oil products 
and food imports.
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External sector Performance

During the year under review, current account 
deficits of the EAC countries worsened relative 
to the previous year. Export performance was 
weak due to bad weather conditions which 

adversely affected crop production. The import 
bill was high on account of increased oil and 
food imports (Table 1.16).

Intra-regional trade

During the year under review, Tanzania’s 
exports to Kenya increased from USD 35.2 
million to USD 78.3 million, while imports also 
increased from USD 94.8 million to USD 115.9 
million. The trade balance with Kenya therefore 

declined from USD 59.6 million to USD 37.6 
million. Exports to Uganda increased from USD 
5.5 million to USD 10.3 million (Table 1.17). 
Similarly, imports from Uganda increased from 
USD 2.6 million to USD 8.2 million.
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ZANZIBAR ECONOMIC DEVELOPMENT

from 87,511 in 2002 to 68,365 in the year under 
review. This led to a notable negative growth 
of 8.1 percent in hotels and restaurants activity 
compared with an increase of 14.7 percent in 
2002. Its contribution to GDP also declined 
in tandem, from 6.4 percent to 5.8 percent. 
Performance in other sectors were as follows:

§ Manufacturing activity grew at 12.7 
percent down from 15.4 percent 
registered in 2002, mainly due to 
the closure of cigarette, soap and 
oil-processing industries;

§ Financial sector grew by 9.4 percent 
compared with 21.2 percent recorded 

in the preceding year;

§ Construction sector grew at 34 
percent in 2003, compared with 20.7 
percent in the previous year, while 
its share to GDP rose to 5.2 percent 
from 4.0 percent. The improvement 

OUTPUT PERFORMANCE

The Zanzibar economy grew by 5.0 percent in 
2003 compared with 8.0 percent recorded in 
2002. The substantial slowdown in growth was 
largely explained by a decline in world prices 
of cloves and low tourism activities attributable 
to security concerns.

Despite the unfavourable weather conditions, 
agriculture, which is the second dominant 
activity after tourism, grew by 1.7 percent in 
2003, after the decline of 1.6 percent in 2002 
(Table 1.18). Similarly, its contribution to GDP 
also declined from 24.6 percent recorded in 
2002 to 20.7 percent in 2003. 

Hotels and restaurants activities have been 
signifi cant to the Zanzibar economy after the 
decline in clove production. However, the 
performance of hotels and restaurants, which 
is largely driven by tourism deteriorated during 
2003, owing to security concerns. As a result, 
the number of tourists visiting Zanzibar declined 
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came from increase in construction 
of roads and bridges.

§ Transport and communication 
activity registered a growth rate of 
20.8 percent in 2003, up from 17.9 
percent recorded in 2002. Its share 
to GDP also increased to 8.5 percent 
from 6.3 percent in 2002. Impressive 
performance of the sector was mainly 
attributed to increased purchases 
of transport equipment especially 
marine vessels, and equipment 
related to construction activities for 
roads and bridges. 

PUBLIC FINANCE

Government Budgetary Operations 

During 2003/04, the Zanzibar Government 
budgetary operations recorded a defi cit before 
grants, of TZS 19.3 billion. After considering 
grants of TZS 15.3 billion, the defi cit decreased 
to TZS 4.0 billion, which was fi nanced through 
issuance of government securities.

Total revenue collections amounted to TZS 51 

billion, accounting for about 81 percent of the 
targeted TZS 62.9 billion. The under performance 
was largely on account of lower imports and a 
slump in tourism related activities. Revenue on 
imports amounted to TZS 16.6 billion, against 
the target of TZS 25.7 billion. VAT and excise 
duty (local) amounted to TZS 13.6 billion, which 
surpassed the target of TZS 12.8 billion, while 
collection from income tax at TZS 4.8 billion 
was on target. Collection from other taxes and 
non-tax sources, combined, amounted to TZS 
15.8 billion.

Total government expenditure was TZS 70.2 
billion, against a ceiling of TZS 145.4 billion. 
Recurrent expenditure amounted to TZS 69 
billion against the planned expenditure of TZS 
92.1 billion. Development expenditure was TZS 
1.2 billion, being substantially below the target 
of TZS 53.3 billion, refl ecting the insuffi cient 
funds particularly grants. 
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EXTERNAL SECTOR 
PERFORMANCE 

Trade Balance

Zanzibar trade account balance deteriorated to a 

defi cit of USD 37 
million in the year 
ending June 2004, 
compared with a 
defi cit of USD 24 
million recorded in the 
preceding year (Table 
1.21). 

Exports of merchandise 
declined to USD 
14.1 million during 
the year ending June 
2004, from USD 16.9 
million recorded in the 

corresponding period a year earlier.  Export 
earnings from cloves declined as a result of 
decreases in both volumes and prices, while 
those of seaweeds were affected by decreases 
in volumes. 
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Earnings from export crops declined to USD 
10.7 million from USD 12.6 million recorded 
in the year ending June 2003, due to low export 
prices for cloves, which fell substantially 
from an average of USD 5,000 per ton to 
USD 1,750 per ton. However, export volume 
of cloves increased to 6,100 tons from 4,400 
tons, on account of disposal of previous stocks, 
coupled with a slight increase in production. 
Manufactured exports increased marginally 
owing to improved capacity utilization in 
bottled water and soft drinks (Table 1.22).

During 2003/04, imports increased by 12.5 

percent to USD 69.4 million, on account of 
a rise in imports of capital goods following 
acquisition of new vessels. Likewise, imports 
of consumer goods went up on account of high 
imports of food. On the other hand, a slowdown 
in industrial activity reduced importation of 
related raw materials (Table 1.23).
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During the year under review, the services 
account recorded a surplus of USD 11.9 million, 
compared with that of USD 15.3 million 
recorded in the previous year partly due to a 
slowdown in tourism activities (Table 1.24).
 

DEBT DEVELOPMENTS

The stock of Zanzibar debt at the end of June 
2004 stood at TZS 118.2 billion from TZS 
99.8 billion recorded at the end of June 2003. 
The increase emanated from new borrowings, 
accruing interest arrears and maturing gratuity 
claims. Out of the total debt, external debt was 
TZS 67.7 billion, while domestic debt was TZS 

50.5 billion. 

External Debt

During the year ending June 2004, Zanzibar’s 

external debt rose to USD 60.9 million from 
USD 55.5 million recorded at the end of June 
2003. The increase was mainly on account of 
disbursement of new multilateral loans. Out of 
the total external loans, multilateral and bilateral 
debts accounted for USD 46.2 million and debt 
USD 7.2 million, respectively. Commercial 
and other private debts accounted for USD 7.5 
million.
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Debts with maturity above 20 years accounted 
for 80 percent of the total external debt, while 
that of 5-10 years accounted for 13.7 percent. 
Debt that will fall due between 10 and 20 years 
was 3.3 percent of the total external debt. The 
composition of the external debt by use of funds 
is shown in Chart 1.31 below. 

Domestic Debt

Zanzibar domestic 
debt increased from 
TZS 41.8 billion 
recorded at end June 
2003 to TZS 50.5 
billion at the end 
of June 2004. The 
rise was on account 
of new government 
b o r r o w i n g s , 
accumulation of 
interest arrears and 
maturing of gratuity 
claims. The profile 
of domestic debt by 
creditor is shown in 
Chart 1.32.

At the end of June 2004, debt maturing in less 
than a year increased to TZS 8.3 billion from 
TZS 5.3 billion registered at end June 2003, 
and accounted for 16.4 percent of the total 
domestic debt. Debt maturing between 1-2 years 
increased to TZS 14.3 billion, from TZS 4.0 
billion recorded at the end of previous year, and 

accounted for 28.4 
percent of total 
domestic debt. Other 
debts amounted to 
TZS 27.9 billion, 
accounting for 55.3 
percent of the total 
domestic debt. 
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PART II
BANK OF TANZANIA OPERATIONS 

Governments and to banks, as well as issuer of 
currency.  In order to ensure the availability and 
adequacy of notes and coins in the economy, 
the Bank of Tanzania continued to use its 
four branches (Mwanza, Arusha, Mbeya and 
Zanzibar), together with various BOT currency 
centres and selected commercial banks. The 
exercise of exchanging old series bank notes, 
which started in February 2003, ended at 
commercial banks’ counters in September 2003.  
However, the exchange exercise continued at 
the Bank of Tanzania offi ces. The exercise of 
educating the public on security features of new 
series banknotes was conducted successfully.

In 2003/04, the Bank of Tanzania opened two 
accounts for new commercial banks, bringing the 
number of Clearing House members to twenty. 
Accounts for new government ministries/
departments, which became operational during 
the fi nancial year were 138. 

BANKING SUPERVISION

The Bank of Tanzania continued with its banking 
supervision activities, including licensing of 
new banks, on-site examinations and off-site 
surveillance of banks, fi nancial institutions and 
bureaux de change.

During the year under review, the Bank granted 
licenses to carry out banking business to two 
commercial banks—Bank of Baroda (T) Limited 
and Federal Bank of the Middle East Limited. 
In addition, Savings and Finance Limited and 
Azania Bancorp Limited were granted licences 
to operate as fully-fl edged commercial banks.

In order to increase effi ciency in the provision 
of banking services, the Bank in collaboration 
with the Government, continued to take an 
active role in the restructuring and privatisation 
of government owned banks in 2003/04. This 

Introduction

For the purpose of achieving the overriding 
goal of price stability and performing its 
subsidiary functions, the Bank of Tanzania is 
organised around Directorates, supported by 
Departments. The Bank of Tanzania has its 
headquarters in Dar es Salaam, with branches 
in Arusha, Mbeya, Mwanza, and Zanzibar, 
while the Bank of Tanzania Training Institute is 
located in Mwanza.

DEVELOPMENTS IN FINANCIAL 
MARKETS 

Developments in Tanzania’s fi nancial market in 
2003/04 were, to a large extent, infl uenced by 
monetary policy actions of the Bank of Tanzania 
implemented to counter liquidity pressures. In 
the government securities market, a remarkable 
resilience in liquidity was even more pronounced 
in the second and fourth quarters of the year 
under review. Though coupon rates increased, 
the bond market performed unsatisfactorily. 
Pension funds, the main investors, reduced 
their participation in favour of real estate and 
also trading in the secondary market remained 
inactive. In the interbank foreign exchange 
market, there were signifi cant fl uctuations in 
the exchange rate brought about by seasonal 
export proceeds, high speculative tendencies, 
and large food import requirements following 
drought conditions, which adversely affected 
domestic supply.

CURRENCY AND BANKING 
OPERATIONS

During 2003/04, the Bank of Tanzania 
continued to perform the role of a banker to the 
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was in respect to Peoples’ Bank of Zanzibar, 
National Microfi nance Bank, Tanzania Postal 
Bank and the Tanzania Investment Bank. 

PERSONNEL AND 
ADMINISTRATION

During 2003/04, the Bank of Tanzania 
implemented a number of operations related 
to estate management. Notable among these 
were implementation of the Bank of Tanzania 
headquarters expansion project at 10 Mirambo 
and commencement of construction of the 
Bank’s offi ce building at Gulioni Zanzibar. 

The Bank of Tanzania also carried out various 
measures aimed at improving welfare of its 
employees. These included improvement of 
the insurance scheme, as well as medical and 
transport facility. 

In order to have centralized human resources 
data, the Bank of Tanzania operationalized an 
integrated human resources information system 
in September 2004. 

In the area of training and development, the 
Bank of Tanzania continued to implement the 
revised corporate plan, which emphasized, 
among others, measures to improve labour 
productivity. This necessitated revisions of the 
Departmental action plans within Directorates. 
With this development, training programmes 
became focused and geared at developing 
knowledge and skills required to achieve 
strategic objectives of the Bank.

MICROFINANCE OPERATIONS 

In 2003/04, the Bank of Tanzania continued 
to monitor, evaluate and coordinate the 
implementation of the National Microfi nance 
Policy. It also reviewed regulatory and supervisory 
frameworks for microfi nance operations in the 
country in line with amendments to the Banking 
and Financial Institutions Act, 1991 and the 

Cooperative Societies Act, 1991.  A number of 
regulations related to microfi nance were also 
submitted to the government for approval. These 
were: Microfi nance Companies and Micro-
credit Activities Regulations, 2004; Financial 
Cooperatives Societies Regulations, 2004; 
and Savings and Credit Cooperative Societies 
Regulations, 2004. Others were amendments of 
regulations on non-governmental organizations 
(NGOs); Internal Control and Internal Audit 
Regulations, 2004; and guidelines for evaluation 
of NGOs engaged in micro credit activities.

In order to facilitate and deepen understanding 
of microfi nance activities, the Bank of Tanzania 
organised the third annual national conference 
on microfi nance in Arusha in March 2004, 
under the theme “The Future of Rural Finance 
in Tanzania”. The conference contributed in 
defi ning microfi nance issues in the second-
generation fi nancial sector reforms.

The Bank of Tanzania prepared operational 
guidelines and standards for Savings and Credit 
Cooperative Societies (SACCOS), to improve 
their operational performance. Furthermore, 
the Bank of Tanzania took initiatives towards 
developing operational guidelines for the 
Government and donor interventions in the 
microfi nance activities. 

NATIONAL PAYMENTS SYSTEMS 

The Bank implemented the national payments 
system (NPS) modernization projects, which 
aimed at improving effi ciency and reducing 
payment risks in clearing and settlement 
operations in the country. The main projects 
were; modernization of Electronic Clearing 
House, Electronic Data Interchange Facility and 
Tanzania Interbank Settlement System (TISS).

The Bank of Tanzania Electronic Clearing 
House (BOTECH) was interfaced with TISS 
during the year, thus enabling consolidation 
of settlement positions from regional clearing 
centers as well as transferring of consolidated 
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clearing participants’ net settlement positions 
from BOTECH to TISS. BOTECH, which 
contains a module for Inter-bank Electronic 
Fund Transfer (EFT) submission and processing, 
entered into the testing phase, under which all 
DECH members were required to test their EFT 
software. 

The TISS went live on 8th April 2004, whereby 
18 commercial banks joined. The system was 
extended to the Tanzania Revenue Authority 
(TRA), where funds from large taxpayers are 
remitted and received by TRA on real time basis. 
TISS has improved effi ciency in the payments 
system by eliminating the settlement time lag 
for high value and time sensitive payments, as 
well as minimizing settlement risks.

On the legal framework, proposals to amend 
the Bills of Exchange Ordinance, Evidence 
Act of 1967, and recommendations for NPS 
and Electronic Transactions legislations were 
submitted to the Government. Also, the Bank 
made inputs to the Law Reform Commission 
of Tanzania on the development of e-commerce 
legislation. 

In addition, the Bank of Tanzania implemented 
payment systems harmonisation initiatives 
as agreed in SADC and EAC forums. The 
harmonisation initiatives included: coordination 
of the establishment of a card payment switch; 
implementation of a RTGS system and revision 
of the Central Banks Acts to empower them to 
regulate their National Payment Systems. 

MANAGEMENT INFORMATION 
SYSTEMS 

With the commissioning of the Tanzania 
interbank real time gross settlement system on a 
Virtual Private Network, the Bank of Tanzania 
was involved in developing a straight-through 
processing integration for the entire payment 
application systems of the Bank. Payroll and 

human resource systems were integrated, 
while initial procurement procedures for 
implementation of the Integrated Financial 
Management Information System were carried 
out. The Banking Supervision Information 
System was also improved, particularly on the 
area of licensing and reporting schedules.  In 
addition, the disaster recovery site was acquired 
and backup systems were installed.

INTERNAL AUDIT

In 2003/04, the Bank took measures aimed 
at enhancing monitoring and control of its 
operations.  Initial arrangements were made to 
adopt risk-based auditing and introduction of 
information systems auditing. Periodic reviews 
of the Bank operations were conducted in 
accordance with the annual action plan.  The 
reviews focussed on fi nancial markets, banking, 
payment system, banking supervision, and 
fi nance operations. 

SECRETARY TO THE BANK

The Bank of Tanzania in collaboration with 
other government organs took an active part 
in reviewing Proceeds of Crime Act of 1991, 
with a view to enacting specifi c provisions for 
prevention of money laundering in the country. 

The Bank also commenced the review of the 
Bank of Tanzania Act, 1995 and the Banking 
and Financial Institutions Act, 1991, in order 
to enact new statutes that are in line with 
international best practices and standards. 

BANK OF TANZANIA TRAINING 
INSTITUTE

The Bank of Tanzania Training Institute carried 
out its mission of facilitating the development of 
central banking knowledge and skills consistent 
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with the Bank of Tanzania objectives. Relevant 
short courses to suit the requirement of the 
Bank of Tanzania, banks and other financial 
institutions were provided in the areas of 
banking, finance, economics, information and 
communication technology, and human resource 
management. During the year, the Institute 
conducted 28 courses. The Institute also hosted 
other training-related activities, which were 

organized by other institutions using available 
facilities of the Institute. 

(Footnotes)
1 M3 contains M2 and foreign currency deposits
2 The first PRGF which was approved by the Executive Board of the 

IMF on 31st March 2002 for the amount of SDR 135 million (about 

USD 189 million) came to an end in 2003.

3 The credit and grant values were USD 60 million and USD 90 

million, respectively.
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����������������

����������������������

We have audited the financial statements for the year ended 30th June, 2004 set
out on pages 3 to 31 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out in Note 3. We
obtained all the information and explanations, which we considered necessary for
the audit.

�����������������������������������������������������

The Directors are responsible for the preparation of financial statements, which
give a true and fair view of the Bank’s state of affairs and of the operational
results. Our responsibility is to express an independent opinion based on our
audit of the financial statements and report our opinion.

����������������

We conducted our audit in accordance with International Standards on Auditing
(ISA) issued by the International Auditing and Assurance Standards Board
(IAASB). Those standards require that we plan and perform the audit to obtain
reasonable assurance as to whether the financial statements are free from
material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessment
of the accounting principles used and significant estimates made by the directors,
and evaluating the overall financial statements presentation. We believe that our
audit provides a reasonable basis for our opinion.

�������

In our opinion, the accompanying Balance Sheet, Income Statement, Cash Flow
Statement and the Statement of Changes in Equity give a true and fair view of
the financial position of the Bank of Tanzania as at 30th June, 2004, its profit and
cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRS) and comply with the BOT Act, 1995.

��������������

S.F. SAYORE – F.C.C.A.
����������������

�������������

��������������������������
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BANK OF TANZANIA

INCOME STATEMENT FOR THE YEAR ENDED 30TH JUNE 2004

NOTE 2003/2004 2002/2003
TZS’000’ TZS’000’

INCOME
Income From Foreign Currency Financial Assets
Interest Income 4(a) 61,432,856 59,573,468
Unrealized Foreign Exchange Gains 4(b) 109,791,399 117,827,481
Other Income Foreign 4(c)    27,542,693 15,523,237
TOTAL INCOME FROM FOREIGN CURRENCY

FINANCIAL ASSETS 198,766,948 192,924,186
Expenses on Foreign Currency Financial Liabilities
Charges – IMF Drawings 3,283,961 2,889,153
Fees and Commissions 4(d) 37,706 99,659
Other Foreign Currency Expenses 4(e)    1,809,567      224,717
TOTAL EXPENSES ON FOREIGN CURRENCY

FINANCIAL LIABILITIES     5,131,234   3,213,529
NET FOREIGN CURRENCY INVESTMENT INCOME (A) 193,635,714 189,710,657
Domestic Currency Investment Income
Interest Income 4(f) 21,328,907 22,666,942
Gains/Loss on Securities - 7,928
Fees and Commissions 4(g) 111,540 35,905
Other Income      268,747       518,491
TOTAL DOMESTIC CURRENCY INVESTMENT INCOME 21,709,194 23,229,266
Expense on Domestic Currency Financial Assets
Interest Expenses 4(h) 23,211,257 10,440,686
NET DOMESTIC CURRENCY INVESTMENT INCOME (B) (1,502,063) 12,788,580
OTHER EXPENSES

Markets Development Expenses 4(i) 188,209 194,310

Currency Issue Expenses 4(j) 12,998,408 18,395,036

Administrative Expenses 4(k) 39,728,818 35,542,303

Contributions and Subscriptions 2,689,291 1,928,756

Depreciation 8,946,608 8,590,651

Provision for Bad and Doubtful Debts          19,652         11,999

TOTAL EXPENSES 64,570,986 64,663,055
Adjustment in respect of items written off          22,033            3,961
TOTAL OTHER EXPENSES (C) 64,593,019   64,667,016

PROFIT FOR THE YEAR (A+B-C) 127,540,632 137,832,221
Adjustment in Accordance with BOT Act (109,791,399) (117,827,481)
PROFIT UNDER BOT ACT, 1995   17,749,233   20,004,740

APPROPRIATION OF PROFIT UNDER BOT LAW

General Reserve 1,774,923 2,000,474

Staff Housing Fund 887,462 1,000,237

Reserve for Projects 10,000,000 12,000,000

Dividend Payable to the Governments 5,086,848    5,004,029

TOTAL 17,749,233 20,004,740

NOTES 1 TO 22 FORM PART OF THESE FINANCIAL STATEMENTS

.....................................
MR. D. T. S.  BALLALI
GOVERNOR

...................................
DATE

...................................
MR. P. LYIMO
DIRECTOR

NOTES 1 TO 22 FORM PART OF THESE FINANCIAL STATEMENTS

.....................................
MR. D. T. S.  BALLALI

...................................
DATE

...................................
MR. P. LYIMO
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BANK OF TANZANIA

CASH FLOW STATEMENT FOR THE YEAR ENDED 30TH JUNE 2004

2003/2004
TZS.’000’

2002/2003
TZS’000’

1.   CASH FLOWS FROM OPERATING ACTIVITIES
Inflows

Net Profit/(Loss) for the Year 17,749,233 20,004,740
Depreciation 8,946,608 8,590,651
Loss/(Gain) on Disposal of Fixed Assets 153,430 (42,608)

26,849,271 28,552,783
Change in Working Capital

Decrease in Clearing Accounts Balances 1,110,099 23,178,903
Increase in Accrued Interest on Domestic Financial

Assets (3,624,587) -
Increase in Currency in Circulation 121,447,831 56,081,509
Increase in Deposits 46,381,038 96,190,808
Increase in Repurchase Agreement 4,300,000 (24,845,940)
Increase in BOT Liquidity Papers 68,088,186 113,524,975
Increase in Accrued Interest on Domestic Financial

Liabilities 4,652,681 2,026,820

242,355,248 266,167,075
TOTAL CASH FLOWS FROM OPERATING

ACTIVITIES 269,204,519 294,709,858
2.   CASH FLOWS FROM INVESTING ACTIVITIES

Inflows
Sale Proceeds on Disposal of Property and Equipment 35,153 171,266
Redemption of Government Securities 2,974,367 92,746,810
Other Assets - 4,363,585
Holding of SDRs 126,282 -

3,135,802 97,281,661
Outflows

Acquisition of Property and Equipment 52,433,253 37,907,593
Foreign Currency Financial Assets 249,368,980 330,848,620
Quota in IMF 31,193,049 43,313,240
Holding of SDRs - 234,522
Other Assets 73,568,075 -

406,563,357 412,303,974
NET CASH FLOWS FROM INVESTING ACTIVITIES (403,427,555) (315,022,313)

3.   CASH FLOWS FROM FINANCING ACTIVITIES
Inflows

IMF 33,181,305 40,505,956
Allocation of SDRs 4,920,001 6,831,689
General and Specific Reserves (990,726) 4,733,382
Assets Revaluation Reserves 50,957,095 117,827,481
Foreign Currency Financial Liabilities 80,042,882 115,287,283
Other Liabilities - 9,815,383

168,110,556 295,001,174
Outflows

Increase in Other Liabilities 8,746,802 -
Dividend Payable to Government 5,004,029 8,000,000

13,750,831    8,000,000
NET CASH FLOWS FROM FINANCING ACTIVITIES 154,359,724  287,001,174

CASH AND CASH EQUIVALENTS   20,136,688 266,688,719
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BANK OF TANZANIA

CASH FLOW STATEMENT FOR THE YEAR ENDED 30TH JUNE 2004
(CONTINUED)

2003/2004
TZS.’000’

2002/2003
TZS’000’

Reconciliation of Cash and Cash Equivalents: -

Opening Balance 01.07.2003

Deposits With Other Central Banks 309,458,959 83,740,623

Other Cash Balances 198,997,377 158,026,994
508,456,336 241,767,617

Less: Closing Balances 30.06.2004

Deposits With Other Central Banks 120,297,287 309,458,959

Other Cash Balances 408,295,737 198,997,377
528,593,024 508,456,336

TOTAL CASH FLOWS   20,136,688 266,688,719

NOTES 1 TO 22 FORM PART OF THESE FINANCIAL STATEMENTS
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BANK OF TANZANIA

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30
TH

 JUNE 2004

SHARE

CAPITAL

GENERAL

AND

SPECIFIC

RESERVES

ASSET

REVALUAT-

ION

RESERVE

TOTAL

TZS.’000’ TZS.’000’ TZS.’000’ TZS.’000’

������������������������ ���������� ����������� ����������� �����������
����������������������������������

����������������������� � � ���������� ����������

Restated Balance As At

30.06.2003 10,000,000 105,583,624 249,347,765 364,931,389

������������������� � ���������� � ����������

������������������������������� � ����������� � �����������

���������������������������
�������������� � ������ � ������

������������������������������ � � ����������� �����������

Net Loss on Securities’ Market Price � � ������������ ������������
�����������������������������������

���������������������� � ������� � �������

������������������ � ����������� � �����������

���������������������
����������������� � ��������� � ���������

BALANCE AS AT 30.06.2004 10,000,000 117,255,283 295,408,044 422,663,327
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���������������������������������

������� ��������������������������������

The Bank of Tanzania (the ‘Bank’) is 100% owned by the
Government of the United Republic of Tanzania.

The Bank is the central bank of the United Republic of Tanzania.
The Bank of Tanzania Act, 1995, governs the operations of the
Bank.

Under the law, the functions and objectives of the Bank are
summarized as follows:

To exercise the functions of the central bank, and, without
prejudice to the generality of the foregoing, to formulate,
implement and be responsible for monetary policy, to issue
currency, to regulate and supervise banks and financial
institutions and to manage gold and foreign exchange
reserves of Tanzania.

To promote sound monetary, credit and banking conditions
conducive to the development of the economy of Tanzania.

Without prejudice to its primary objective as stated above,
the Bank shall support the general economic policy of the
Government.

������� �����������������������

The Financial Statements for the year 2003/2004 and the
comparative figures for the previous financial year have been
prepared in accordance with International Financial Reporting
Standards (IFRS) promulgated by the International Accounting
Standards Board (IASB).

The move to full IFRS based financial statements reporting
enhances BOT financial disclosures and transparency.

The BOT Act (1995), is not fully in harmony with IFRS, particularly
in relation to treatment of unrealized foreign exchange gains and
losses (Section 19 (3) (a)) and their exclusion from income
calculation. In the year 2003/2004 accounts, pending updating of
the Act, the Bank is publishing two net income balances, the first in
terms of IFRS after adjustment for net foreign exchange revaluation
movements, the second in terms of the current BOT Act. Profit
distribution continues to be in accordance with the Act.
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����������������

���� �����������

��� ���� ���������� ��������� ������ ���� �� ���� �����
������� ������ ��� ����� ���������������� ��� ��������������
���� ������ �� ���������� ����� �� ���������� ����� ������
������ ������� ���� ������� �� ���� ����� �� ��� ������ ����
�����������������������

����� �����������

��������� ����������� ��� ��������� �������� �� ���� ����������
����������� ������� ���������� �� ������� ����������� ���
����������� ���� �� ���� ����� ������� ������ ��� ���� ���
������������������ ������ ��� �������� �� ���� ������
����������� ���� �� ��� ���� � ������ ������ ����� �� ��
������ ������ ��� ����� ���� ����� ������ �� ��������
�������� ��� ������ �� ����� ��������� ����������� ������
�����������������������

��� ����������� ��������� ����������� ��� ���������������� ������
��� �������� �� ��������� ���� ���� ���������� �������
��������� ���� �� ���������� �� ��� ��������� �������� ����
������� �������� ��� ���������� ��������� �������
����������� ������ ��� �������� �� ��� �������� ������ �� ���
������� ���������� ��� ��������� ����� �� ��� ���������
��������������������������������

���� ���������������������������������

��� ���� ����� �� ��������� ����������� �� ����� �� �����
������ ������ ��� ������ ������� ��� ��������� ���
����������� ������ �� � ������ ������ ����� �� ��� ����������
��� ���� ����� �� ��� ���������� �� ��������� ����� �������
������ �� ���������� ���� ���� ����������� ������� �� ����
����� ��� ������� ����� ��� ���������� ��������� ��
������ ��� ������������� ����������� ����� ������� ������ ��
���� ��� ������������� ����������� ������ ����
����������� ���� ����� �� ��� ������� �� ��������� �����
����� ������ ���������� ���� ������ ��� ������� ����
��������������������������

��� ���������� ����� ��� ������ �� ����������
�����������

���������� ����� ��� ������ ������� ���� � ������ �� ��� ����
����� �� ��� ��������� ����������� ���� �� ���� ����� �������
������ ��� ���� ��� ���������� �� ��� ������ ���������� ���
��� ���������� ����� ��� ������ ������� ���� ��������� ���
���� ��������� ������ ��� ��������� ��� �� ��� ������ �����
��������������������
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���� ��������������

The Bank’s financial assets or a portion thereof is de-
recognized on trade date that is when the Bank losses
control of the contractual rights that comprise the financial
asset through realization, expiry or surrender of those rights.
A financial liability is de-recognized when it is extinguished.

����� ����������

Financial assets are reviewed at each Balance Sheet date to
determine whether there is objective evidence of impairment.
If any such evidence exists, the asset’s recoverable amount
is estimated.

����

Gold is valued at market value based on the London closing Bullion
Market price at Balance Sheet date, converted to Tanzania shillings
at end year exchange rate.

�������������������

Investments in shares are classified as equity investments. They
are valued at cost of acquisition and subjected to a revaluation to
accommodate exchange rate movements.

����������������������

Property and equipment are stated in the Balance Sheet at their
purchase cost (including transaction costs) as modified by any
revaluation, less accumulated depreciation and impairment losses.
Revaluation of the Bank’s property and equipment is conducted
after five years. Revaluation gains and losses are included in a
Fixed Assets Revaluation Reserve.

����������������������

Expenditure incurred to replace a component of item of property,
plant and equipment is accounted for separately and capitalized.
Other subsequent expenditure items are capitalized only when they
increase the future economic benefits embodied in the items of
property, plant and equipment. All other expenditure items are
recognized in the income statement as expenses as they are
incurred.



55

Appendices

����������������

������������

Depreciation is provided for on a straight-line basis to write off the
cost of fixed assets over their expected useful lives. Depreciation
rates for Personal Computers, Computer Servers, and Computer
Printers were changed from 20% to 331/3%, 25% and 25%
respectively while Security Monitoring system depreciation rate
changed from 12_% to 20%. Other annual rates, which have been
applied consistently with those of the previous years, are as
follows:

�������������������� �����������

Office Premises 5%
Staff Club Premises 10%
Residential and Rest House Premises 6 2/3%
Computer Severs 25%
Computer Printers 25%
IT Software 20%
Personal Computers 33 1/3%
Motor Vehicles 25%
Currency Machines 12 _%
Machinery and Equipment 12 _%
Security Monitoring System 20%
Office Furniture 15%

Pursuant to the Bank’s policy, property and equipment acquired
during the year are depreciated at full year’s rate irrespective of the
date of acquisition and those disposed off are not depreciated in
the year of disposal.

������������������

(i) Foreign currency transactions are translated into Tanzania
shillings at the rates of exchange ruling on the respective
dates of the transactions. Exchange gains and/or losses
arising thereon are taken into account in determining net
income for the year.

(ii) Foreign currency financial assets and liabilities outstanding
as at the end of each day during the year are translated at
the mean rates of exchange ruling as at the end of the
respective days. Differences in exchange rates arising as a
result thereof are taken into account in determining net
income for the year. Hence, pursuant to the provisions of
section 19(3) of the Bank of Tanzania Act, 1995 adjustment
was made from net income to the Foreign Currency
Revaluation Reserve.
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����������������������

��� ���� ���� ������� �������� ����� �� ������ ����� ��������
���������������������

���������������������

��� ���� ������ ���������� �������� ������ �� ��������������
����� ��� ���������� ��������� �� ���� ����� � ���� �� �������� ��
� ������� ������� ��� �� ����� ���������� �� ���� �����������
��� ������ ����� �� ��� ���������� ����� �� �������� �� �� ����
���������������������������������

������������������������������������

��������� ��� ��� ��� �������� ����� �� ����������� �� ��� ���� ��
��� ��� ���� ��� ��� ���������� ����� ����� ���� ����
��������������������������������������������������������������

��������

��� ���� �� ��� ������� �� ������ ��� �� �������� ���� ��� ����
�����������

�����������������������

����������� ����������� ��� ���� �������� �� ������� �� ��������
�� ����� ����� ���������� ����������� ����������� ��� ����
������������ �� ������� ����������� �� ���������� ���� �������
���������������������������������������������
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BANK OF TANZANIA

NOTE 4: INCOME AND EXPENSES

(a) Interest Income

2003/2004 TOTAL TOTAL

ACTUAL ACCRUED 2003/2004 2002/2003
TZS’000’ TZS’000’ TZS’000’ TZS’000’

Interest on Pound

Sterling Investments 8,122,128 2,936,599 11,058,727 9,244,894
Interest on USD

Investments 27,835,742 4,643,079 32,478,821 39,350,093

Interest on EURO
Investments 12,255,567 5,632,445 17,888,012 10,963,122

Interest on Gold

Investments 2,057 - 2,057 10,104
Other Foreign Interest

Income        5,239               -          5,239         5,255

TOTAL 48,220,733 13,212,123 61,432,856 59,573,468

(b) Unrealized Foreign Exchange Gains

Foreign Exchange Revaluation

Balance at End of the Year 264,773,939 154,982,540

Less: Foreign Exchange Revaluation
Balance at Beginning of the

Year 154,982,540 37,155,059

Unrealized Foreign Exchange Gain
During the Year 109,791,399 117,827,481

(c) Other Foreign Income

Commission on Foreign Operations 8,663,346 6,499,890

Sundry Foreign Income 18,879,347   9,023,347
TOTAL 27,542,693 15,523,237

(d) Fees and Commission Expenses

Commission on Foreign Operations 37,617 40,346

Fees on Foreign Operations            89     59,313

TOTAL     37,706     99,659

(e) Other Foreign Currency Expenses

Cross Rates Losses 898,618 -
Policy Benchmark Review Expenses - 1,469

Reserve Management Expenses    910,949   223,248

TOTAL 1,809,567   224,717
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BANK OF TANZANIA

NOTE 4: INCOME AND EXPENSES (CONTINUED)

(f) Interest Income on Domestic Investments

2003/2004 TOTAL TOTAL

ACTUAL ACCRUED 2003/2004 2002/2003

TZS’000’ TZS’000’ TZS’000’ TZS’000’

Interest on Domestic

Investments 15,341,837 5,822,506 21,164,343 22,603,680

Interest on Loans
and Advances 47,745 - 47,745 -

Interest on BOT

Loans to Staff

Housing Fund 60,345 - 60,345 30,173
Interest on Staff

Loans       56,474               -        56,474        33,089

TOTAL 15,506,401 5,822,506 21,328,907 22,666,942

(g) Fees and Commission

Bureau de Change Registration Fees 7,200 10,800
Bureau de Change Renewal Fees 27,650 16,500
Banks and Financial Institutions

Applications/Licensing Fees 2,000 8,605
Bureau de Change Penalty Fees 52,690 -
TISS Charges and Fees    22,000           -
TOTAL 111,540  35,905

(h) Interest on Domestic Operations

2003/2004 TOTAL TOTAL

ACTUAL ACCRUED 2003/2004 2002/2003
TZS’000’ TZS’000’ TZS’000’ TZS’000’

Interest on BOT
Liquidity Papers 13,947,156 9,087,628 23,034,784 10,266,792

REPO Interest

Expenses      153,067      23,406      176,473      173,894
TOTAL 14,100,223 9,111,034 23,211,257 10,440,686

(i) Markets Development Expenses

Gold Operations Expenses 13,298 -
Deepening of Financial Markets 27,982 -
Cheques Printing 146,929  194,310
TOTAL 188,209  194,310
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BANK OF TANZANIA

NOTE 4: INCOME AND EXPENSES (CONTINUED)

(j) Currency Issue and Related Expenses

2003/2004
TZS.’000’

2002/2003
TZS.’000’

Notes Printing 11,733,351 17,200,984
Currency Transport, Storage and
Handling 251,645 283,389
Currency Machines Expenses    457,509     452,688
Other Currency Expenses     555,903      457,975
TOTAL 12,998,408 18,395,036

(k) Administrative Expenses

Board Expenses 333,636 451,668
Personnel Expenses 25,386,234 23,125,341
Transport and Travelling Expenses 2,743,110 2,528,940
Maintenance – Computer, Software

and Related Expenses 622,739 709,495
Maintenance – Furniture, Machinery

and Equipment 570,560 404,647
Maintenance – Bank Premises 1,088,767 1,024,607
Fees, Rates and Security Expenses 3,676,713 2,230,917
Water and Electricity 707,330 733,873
Telecommunication and Postage 1,354,265 1,448,613
Printing and Stationery 514,828 419,943
Meetings, Conferences and Seminars 2,154,957 1,835,547
Other Expenses      575,679      628,712
TOTAL 39,728,818 35,542,303
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BANK OF TANZANIA

NOTE 5: FOREIGN CURRENCY FINANCIAL
ASSETS

(a) Cash Balances With Other Central
Banks

Cash balances with other Central Banks consist of current
accounts, two-days notes accounts and term deposit with
maturities of less than six months.

30.06.2004
TZS’000’

30.06.2003
TZS.’000’

Cash Balance 64,931,287 309,458,959
Time Deposits   55,366,000                   -
TOTAL 120,297,287 309,458,959

(b) Other Cash Balances

Other cash balances consist of:-.

30.06.2004
TZS’000’

30.06.2003
TZS.’000’

Current Accounts 62,934,607 108,708,975
Foreign Currency Notes and

Coins 488,066 156,013
Time Deposits 344,873,064   90,132,389
TOTAL 408,295,737 198,997,377

(c) Marketable Securities

USD

Equivalent

TZS.‘000’

GBP

Equivalent

TZS.‘000’

EURO

Equivalent

TZS.‘000’

TOTAL
30.06.2004

Equivalent

TZS.‘000’

TOTAL
30.06.2003

Equivalent

TZS.‘000’

Sovereign Issues 376,437,140 49,973,492 312,842,127 739,252,759 95,903,762

Supranational

Securities 271,607,602 56,250,751 108,405,627 436,263,980 640,898,287
Agency Securities 251,868,269   48,844,693   53,967,595    354,680,557   516,673,284

TOTAL 899,913,011 155,068,936 475,215,349 1,530,197,296 1,253,475,333
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BANK OF TANZANIA

NOTE 5: FOREIGN CURRENCY FINANCIAL
ASSETS (CONTINUED)

(d) Accrued Interest on Foreign Assets

30.06.2004
TZS’000’

30.06.2003
TZS.’000’

Accrued Interest on Securities 12,994,839 16,404,668
Accrued Interest on Time

Deposits     217,283     341,699
TOTAL 13,212,122 16,746,367

(e) Equity Investments TZS. 1,461,662,000

Equity Investments include, investment in Afreximbank,
which is recorded in the Balance Sheet at TZS.
1,328,784,000 being equivalent to USD 1,200,000 called-up
and paid capital and advance payment in shares in
Mwananchi Gold Company Limited stated at TZS.
132,878,000 being equivalent to USD 120,000.

(i) Afreximbank
Particulars Number of

Shares
Amount

USD

Shares Allotted 300 3,000,000
Called and Paid up
Capital 120 1,200,000
Uncalled up Capital 180 1,800,000

(ii) Mwananchi Gold Company Limited

Advance towards share capital USD 120,000

NOTE 6: GOVERNMENT SECURITIES

30.06.2004
  TZS’000’

30.06.2003
TZS.’000’

Treasury Bills 718,743 1,456,278
Treasury EPA Stock 4,352,767 4,352,767
Treasury Special Stock 109,669,259 111,906,091
LART Bonds   85,189,195    85,189,195
TOTAL 199,929,964  202,904,331
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BANK OF TANZANIA

NOTE 7: OTHER ASSETS

30.06.2004
TZS.’000’

30.06.2003
TZS.’000’

Staff Loans 24,511,720 24,857,649
Staff Imprest 165,475 238,779
Special Fund Investment Accounts
Balances 7,186,719 7,121,338
Accounts Receivable 12,044,552 750,188
Prepayments 37,210,384 27,546,089
Deferred  Notes Printing Costs 8,239,154 -
Cash Loss Recoverable from NBC
Limited    5,144,000                 -
Petty Cash Balances 35,200 31,201
EPA Losses on Exchange –NBC 30,371,183 3,388,802
Staff Housing Fund Loan 9,288,000 10,248,000
Export Credit Guarantee Fund 20,214,974 6,664,449
Intermediary  GL DDDA - 1,994,091
Receivable from Mwananchi Gold
Company Limited 1,943,347 -
Others         18,192        25,210

156,372,900 82,865,796
L e s s : Provision for Bad and

Doubtful Debts        681,614      742,584
TOTAL 155,691,286 82,123,212

NOTE 8: CLEARING ACCOUNTS BALANCES

BOT Clearing Suspense Account 12,318,302 13,422,673
BOT General Account        (4,540)         1,188
TOTAL 12,313,762 13,423,861
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BANK OF TANZANIA

NOTE 10: CURRENCY IN CIRCULATION

30.06.2004
   TZS. ‘000’

30.06.2003
   TZS. ‘000’

NOTES
Notes Issued 1,894,847,796 1,152,764,814
Less: Notes in Custody 1,269,326,013  646,920,689
Notes in Circulation (A)    625,521,783  505,844,125
COINS
Coins Issued 29,977,717 29,989,405
Less: Coins in Custody    11,490,024   13,271,885
Coins in Circulation (B)    18,487,693   16,717,520
TOTAL (A+B)  644,009,476 522,561,645

NOTE11: FOREIGN CURRENCY FINANCIAL
 LIABILITIES

(a) Banks

Foreign Banks 954,933 221,288
Local Banks 22,667,789 10,336,598
TOTAL 23,622,722 10,557,886

(b) Other Liabilities

Local Financial Institutions 1,952,587 15,964
Special Projects 88,817,096 79,992,880
Poverty Reduction and
Budget Support 5,454 19,274,573
Multilateral Agencies 8,830,736 2,099,043
Other Foreign Deposits  27,215,755     2,540,691
TOTAL 126,821,628 103,923,151

NOTE12: DOMESTIC CURRENCY FINANCIAL
 LIABILITIES

(a) Deposits Governments

Government Deposits - GOZ 2,957,040 -
Government Deposits – URT:-

Head Office 244,301,2
54

238,638,30
0

Mwanza Branch 2,463,890 2,309,832
Arusha Branch 1,836,491 1,787,588
Zanzibar Branch 349,102 4,402,119
Mbeya Branch    2,871,440    1,244,212

TOTAL 254,779,217 248,382,051
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BANK OF TANZANIA

NOTE 12: DOMESTIC CURRENCY FINANCIAL
 LIABILITIES (CONTINUED)

(b) Deposits Banks and Non Bank
Financial Institutions

30.06.2004
   TZS. ‘000’

30.06.2003
  TZS. ‘000’

Banks 155,567,025 116,593,732
Non Banks Financial
Institutions 822,582 494,701
Bureaux and Other              529          11,744
TOTAL 156,390,136 117,100,177

(c) Deposits Others

Bank Drafts Issued 390,949 10,349,565
Interest on Government

Stocks 8,100,307 4,283,113
Debt Conversion Scheme 1,006,922 2,518,447
Cash Cover for Government

Obligations - 5,413,430
Export Credit Guarantee

Fund 19,792,412 6,792,412
Debt Buyout 1,171,643 1,171,643
Others   5,202,640    3,774,354

35,664,873 34,302,964
External Payment Arrears -

NBC    8,674,518     9,342,517
TOTAL  44,339,391   43,645,481

NOTE 13: OTHER LIABILITIES

Accounts Payable 1,595,432 13,301,602
Income Tax Payable 6,820 29,370
Unclaimed Interest on

Government Stocks 4,076 3,722
Stale Drafts Account 262,241 278,115
Intermediary GL   4,608,166   1,610,728

6,476,735 15,223,537
Dividend Payable to Governments    5,086,848   5,004,029
TOTAL   11,563,583 20,227,566
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BANK OF TANZANIA

NOTE 14: SHARE CAPITAL

30.06.2004
TZS.’000’

30.06.2003
     TZS.’000’

Authorized Capital 10,000,000 10,000,000

Issued and Paid-up Capital 10,000,000 10,000,000

The Authorized and paid up capital of the Bank is determined in the
Bank of Tanzania Act, 1995.

NOTE 15: GENERAL AND SPECIFIC RESERVES

General and Specific Reserves constitute of the following:-

30.06.2004
TZS.’000’

30.06.2003
        TZS.’000’

General Reserve 30,641,757 28,086,834
Capital Reserve 53,754,326 28,754,326
Staff Housing Fund 20,351,009 20,814,273

Reserve for Projects 12,508,191   27,928,191
TOTAL 117,255,283 105,583,624

NOTE 16: ASSET REVALUATION RESERVES

Asset Revaluation Reserves is made up of the following:-

30.06.2004
      TZS.’000’

30.06.2003
       TZS.’000’

Fixed Assets Revaluation Reserve 35,530,921 35,530,921
Market Price Revaluation Reserve (4,896,816) 58,834,304
Foreign Currency Revaluation

Reserve 264,773,939 154,982,540
TOTAL 295,408,044 249,347,765

NOTE 17: RELATIONSHIP WITH IMF

17.1 Relationship

The Bank of Tanzania is the fiscal and depository agent of
United Republic of Tanzania for transactions with the
International Monetary Fund (IMF). Financial resources
availed to Tanzania by the Fund are channeled through the
Bank of Tanzania. Repayment of the IMF loans as well as
charges is the responsibility of the Bank of Tanzania.
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Borrowings from and repayments to the IMF are
denominated in Special Drawing Rights (SDRs). The SDR
balances in IMF accounts are translated into TZS and any
unrealized gains or losses are accounted for in accordance
with accounting policy on Foreign Currencies.

���� ��������������������

Borrowings from the related Tanzania’s quota are non
interest bearing with no stated maturity, while borrowings
from the General Resources Account of the IMF bearing
interest at rates set by the IMF on a weekly basis are
repayable according to the repayment schedules of the
agreement. The interest rate as at 30th June 2004, was
2.8%. A total of TZS. 323,226.3 million in the Tanzania’s
quota in the IMF represents the reserve tranche held with the
IMF. On a quarterly basis, the IMF pays remuneration
(interest) to those members who have a remunerated
reserve tranche position at a 1.9% to 2.33% annual floating
rate.

���� ������������������������������������

The United Republic of Tanzania enjoys a debt relief
programme under the Highly Indebted Poor Countries
(HIPC) initiative. Accordingly, the IMF administers a donor-
contributed Fund in the form of a PRGF-HIPC Trust Umbrella
Account for Tanzania. The facility is used to settle part of
Tanzania’s PRGF Loans as and when they fall due. As at
30th June 2004, the facility had a balance of SDR
36,250,525.
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17.5 Assets and Liabilities Relating to IMF

The assets and liabilities of the Bank of Tanzania in relation
to its transactions with the IMF are as follows:-

30.06.2004 30.06.2003

SDRs
Equivalent
TZS.’000’ SDRs

Equivalent
TZS.’000’

Assets

Holding of SDRs 90 146,827 186 273,109

Quota in IMF 198,900 323,226,343 198,900 292,033,294
TOTAL 198,990 323,373,170 199,086 292,306,403

Liabilities
IMF Account No. 1 187,768 305,135,950 185,223 271,954,645

Allocation of SDRs   31,372   50,981,683   31,372 46,061,682

TOTAL 219,140 356,117,633 216,595 318,016,327

NOTE 18: RISK MANAGEMENT DISCLOSURES

In the process of managing Tanzania’s foreign currency reserves,
the Bank maintains positions in fixed-income securities and term
deposits in foreign currency and gold. The Bank does not maintain
positions in derivative instruments. The Bank manages its portfolios
by defining acceptable risk levels and maximizing income at these
levels. The major risk types associated with trading and investment
activities are managed by means of investment limits and
procedures, which are approved by the Bank Investment
Committee and relate to the management of the Bank’s foreign
exchange assets.

18.1 Credit Risk

The Bank is subjected to credit risk through its trading and
investment activities and in cases where it acts as an
intermediary on behalf of the Government or other public
institutions. This credit risk is basically associated with the
insolvency or bankruptcy of a Bank’s counter-party or debt
issuer, in which the Bank has invested own funds. The Bank
also faces risk stemming from a substantial concentration of
funds invested in asset classes issued by commercial banks,
supranational financial institutions, or government agencies.
To minimize this risk the Bank has set limits on exposures to
each of those asset classes. The Bank has set in place limits
on exposures to individual counter-parties, which it monitors
on a daily basis. A limit depends on the credit rating and the
own funds of the counter-party. To minimize credit risk the
Bank deals only with financial institutions, which are
assigned at least double A (AA) by Fitch IBCA.
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Liquidity risk arises in the funding of the Banks’ core
activities and in the management of positions, and is two
dimensional: -

The risk for the Bank of being unable to meet ts
obligations when they fall due

The risk of being unable to liquidate an asset at a fair
value within an appropriate time frame.

The first dimension of liquidity is managed by maintaining
funds in the liquidity tranches sufficient to cover the next
month’s external payment obligations. On the other hand the
second dimension is managed by limiting investment in
financial assets with outstanding issue size of not less than
USD 50 million as well as limiting investment to single
financial assets of not more than 10% of the outstanding
issue size.

The following table provides an analysis of the financial
assets and liabilities of the Bank into relevant maturity
groupings based on the remaining periods to repayment.
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All trading instruments are subject to market risk, i.e. the risk
that future changes in market conditions may make an
instrument less valuable. The instruments are evaluated on
a daily basis at fair value and all changes in market
conditions directly affect net trading income. The Bank
manages its portfolios in response to changing market
conditions. Exposure to market risk is managed in
accordance with the risk limits formally set in the investment
guidelines for managing foreign currency assets.

���� ������������������

The Bank’s operations are subject to risk of interest rate
fluctuations to the extent that interest-earning assets
(including investments) and interest-bearing liabilities mature
or re-price at different times or different amounts. The Bank
uses modified duration as a key measurement for interest
rate risk. Modified duration measures the effect of the
change of the market value of an asset (liability) in response
to change of the interest rate levels. The policy target
duration is 1.5 years with deviation allowance of year. As at
the end of the year portfolio duration stood at 1.6 years.
Below are the reprising periods of assets and liabilities as at
30th June 2004.
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18.5 Currency Risk

The Bank is exposed to currency risk through transactions in
foreign currencies (investment activities and payment
obligations) as well as transactions of foreign currency
financial assets and liabilities to the reporting currency
(TZS.) of the Bank. These risks are managed by maintaining
the currency composition of foreign exchange assets that
reflects the currency composition of short-term external
obligations and the country’s import bill. The foreign currency
exposures are as follows: -

CURRENCY 30.06.2004
Equivalent
TZS.’000’

30.06.2003
Equivalent
TZS.’000’

ASSETS
TZS 857,726,892 755,677,851
EURO 561,668,225 334,896,296
US Dollar 1,285,926,872 1,155,629,001
Japanese Yen 1,525 1,315
Pound Sterling 211,225,667 229,272,496
SDR 146,827 273,109
ZAR 58,603 -
Gold - 28,926,982
SEK 41,691 37,077
East African Currencies 613        913

TOTAL 2,916,796,915 2,504,715,040

LIABILITIES
TZS 2,305,468,581 1,972,427,163
EURO 9,944,268 11,264,740
US Dollar 137,711,963 100,828,188
Japanese Yen - -
Pound Sterling 883,905 1,488,169
SDR 462,771,476 418,691,907
ZAR - -
Gold - -
SEK 16,724 14,873
East African Currencies                      -                      -
TOTAL 2,914,776,447 2,504,715,040

NET POSITION
TZS (1,447,741,689) (1,216,749,312)
EURO 551,723,957 323,631,556
US Dollar 1,148,214,911 1,054,800,813
Japanese Yen 1,525 1,315
Pound Sterling 210,341,762 227,784,327
SDR (462,624,649) (418,418,798)
ZAR 58,603 -
Gold - 28,926,982
SEK 24,967 22,204
East African Currencies 613 913
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NOTE 19: RELATED PARTY DISCLOSURES

19.1 Governments’ Accounts

Governments’ ministries and independent departments have
a range of current and deposit accounts with the Bank.

19.2 Other Government Related Transactions

The Bank from time to time may be involved in commercial
transactions with suppliers etc. which can involve
government related entities. Any such transactions are at
normal commercial rates.

NOTE 20: COMMITMENTS AND CONTIGENCIES

20.1 Participation in Bank for International Settlement

Following a decision of the Board of Governors of the BIS,
as of 1st April 2003, the BIS capital is denominated in SDR.

20.2 Capital Commitments

The Bank had entered into contractual arrangement in
relation to the extension of Head Quarters Office (10
Mirambo Building) at a total cost of USD. 89.05 million.
Furthermore, the Bank entered into another contract of
construction of Branch Office at Zanzibar at a contract price
of USD. 25.5 million. The two projects are expected to be
completed by December 2005.

NOTE 21: RETIREMENT/PENSION FUNDS ARRANGEMENTS

Staff of the Bank contribute 2% of their monthly salaries to
Parastatal Pension Fund or National Social Security Fund. The
Bank contributes 18% of their salaries. No assets and liabilities of
these Funds appear on the Bank’s Balance Sheet other than any
contribution not yet remitted/paid to the Pension Funds.

NOTE 22: EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

There are no events subsequent to the Balance Sheet date of such
nature that they would require additional disclosures or adjustments
to the financial statements.
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���� ����������

������� ����� ������ ������������ �������� ��������� ���������� ���������� ������

��� � ��� � ��������� ���� ���������� ��������� ����� �����

������ ����� ������� ���� ����� ��������� �������� ���������� �������� �������� ������ ����� ����������

���������� ��� ���� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� � ����� ��

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

���� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

�������� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

��� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
��� 215.2 222.9 195.8 175.5 198.1 271.7 188.5 189.4 158.4 145.1 171.0 239.5 195.8 151.0
��� 217.9 226.2 196.7 175.6 199.3 271.5 192.4 190.8 157.9 146.2 171.2 239.9 197.6 151.6

�������� 235.8 250.6 198.7 176.8 200.0 271.6 196.4 194.8 159.5 148.4 172.5 241.2 200.2 157.8
��� 233.8 244.1 208.0 177.5 201.4 321.1 197.0 197.1 161.2 150.4 172.7 244.4 201.9 158.7
��� 224.8 230.9 209.4 179.0 201.7 323.2 201.3 197.8 160.6 151.0 174.2 246.4 202.6 157.8
��� 473.4 489.9 431.6 369.1 409.9 677.3 415.1 405.2 331.3 314.1 350.5 498.0 416.5 321.4

�������� 245.8 257.1 217.5 185.1 207.7 339.7 210.0 204.4 167.4 160.2 175.7 250.1 211.1 162.0
��� 244.0 253.8 219.2 185.3 210.0 345.0 209.9 205.2 170.6 160.7 178.7 252.2 211.5 162.1
��� 234.9 241.8 217.5 184.2 211.0 337.2 206.6 209.0 171.2 160.0 177.9 251.2 209.4 160.6
��� 238.1 246.4 217.1 184.2 212.6 340.0 203.7 206.9 169.7 158.7 176.8 250.9 206.4 158.7

�������� 257.5 272.8 219.1 184.4 217.3 350.0 203.1 204.9 169.8 158.8 175.4 251.2 207.1 158.4
��� 259.6 276.0 218.9 184.1 217.3 354.2 200.4 204.4 170.2 156.6 173.4 251.8 203.0 157.3

����������� ����� ���� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

2003-Jan 239.3 248.2 216.9 183.8 207.7 338.3 210.3 204.6 166.8 160.2 175.0 248.6 210.5 160.5
��� 246.7 258.3 217.6 185.6 207.7 339.5 209.9 204.2 168.1 159.9 176.0 250.3 211.2 162.9
Mar 251.4 264.7 218.1 185.9 207.8 341.3 209.9 204.5 167.4 160.4 176.2 251.4 211.7 162.6
��� 247.8 259.1 219.5 185.5 209.2 345.8 211.0 205.5 168.8 160.9 178.9 252.3 212.1 163.4
��� 245.1 255.2 219.7 185.3 210.4 346.9 210.1 205.6 171.5 161.1 178.6 252.7 211.4 161.8
��� 239.0 247.2 218.5 185.2 210.5 342.4 208.6 204.4 171.5 160.2 178.5 251.7 211.1 161.0
��� 237.2 244.7 218.4 184.2 211.0 339.4 208.2 210.1 171.5 160.5 178.5 251.3 211.0 161.0
��� 234.5 241.4 217.3 184.2 211.0 336.2 206.1 209.1 171.2 159.8 177.4 251.3 209.6 160.8
��� 233.1 239.4 216.9 184.1 211.1 336.1 205.5 207.8 170.9 159.6 177.9 251.1 207.5 159.9
Oct 234.5 241.5 216.8 184.1 211.6 338.0 204.4 207.2 169.8 159.1 177.6 251.1 206.9 158.8
Nov 236.8 244.6 217.0 184.0 211.8 340.1 203.9 206.9 169.8 158.4 176.7 250.8 206.3 158.8
Dec 242.9 253.0 217.5 184.5 214.4 342.0 202.9 206.5 169.4 158.6 176.2 250.8 206.1 158.6

2004- Jan 250.5 263.3 218.4 184.5 217.2 345.2 202.9 205.4 169.7 159.0 176.0 251.1 206.8 158.4
��� 258.5 274.2 219.2 184.4 217.3 350.7 203.1 204.4 169.5 158.9 175.8 251.2 207.4 158.3
Mar 263.4 280.9 219.8 184.4 217.3 354.0 203.2 204.8 170.3 158.5 174.3 251.2 207.2 158.5
Apr 263.8 281.8 219.0 184.0 217.3 354.9 200.8 203.5 170.5 156.3 174.7 251.5 203.1 157.0
May 260.9 277.7 219.1 184.1 217.3 355.4 200.5 204.4 170.1 156.7 172.8 251.8 202.9 157.4
Jun 254.1 268.4 218.6 184.2 217.3 352.3 199.8 205.3 170.1 156.8 172.8 252.1 202.9 157.6

�����������������������������������������������������������������������������������������������������������������
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������� ����� ������ ������������ �������� ��������� ���������� ���������� ������

��� � ��� � ��������� ������ ���������� ��������� ����� �������

������ ����� ������� ���� ������ ��������� ��������� ���������� ������� �������� ������ ����� ���������

���������� ��� ���� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� � �

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ��� ���� ���� �� ��

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

���� ���� ���� ���� ��� ���� ���� ���� ���� ��� ���� ��� ���� ���� ���

���� ���� ���� ��� ��� ��� ���� ��� ���� ��� ��� ��� ��� ��� ���

���� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ����

���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� ��� ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ���

���� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

�������� ��� ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ���� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ���� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ���� ��� ��� ���� ��� ���

�������� ��� ��� ��� ��� ��� ���� ��� ��� ���� ��� ��� ���� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

�������� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ����

�������� ��� ��� ��� ���� ��� ��� ���� ��� ��� ���� ���� ��� ���� ����

��� ��� ��� ���� ���� ��� ��� ���� ���� ���� ���� ���� ���� ���� ����

���������� ����� ���� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

�������� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����

��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ���� ����
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��� ��������� ���������� ��������� ��������� ��������� ��������� ��������� ���������� �������� �������� �����������
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����� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

��� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

���� ��������� ��������� ��������� �������� ��������� ��������� �������� ��������� ��������� �������� �����������

���� ��������� ��������� ��������� �������� ��������� ��������� �������� ����� ��������� �������� �����������

������ ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

��������� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

������� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

�������� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

�������� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

������������ ��������� ��������� ��������� �������� ��������� ��������� �������� ����� ��������� �������� �����������

�������� ��������� ��������� ��������� �������� ��������� ��������� �������� �������� ��������� �������� �����������

����� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

����� ��������� ��������� ��������� �������� ��������� ��������� �������� ������� ��������� �������� �����������

��� ��������� ��������� ��������� ������� ��������� ��������� �������� ��������� ��������� �������� �����������

���� ��������� ��������� ��������� �������� ��������� ��������� �������� ��������� ��������� �������� �����������

* Included from July 2001 on gross level

** Revised from Jan-02
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