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GLOSSARY

Average Inflation Rate
This is calculated as the average of the inflation rates during

the fiscal year or the calendar year

Currency in Circulation Outside Banks
Notes and coin accepted as legal tender in the domestic

economy, excluding amounts held by the banking system.

Discount Rate
The rate of interest the Bank of Tanzania charges on Loans it

extends to Deposit Money Banks and government overdraft.

It is derived from the weighted average yield of Treasury bills

of all maturities plus five-percentage points

Exchange Rate
This is the price at which one currency can be purchased

with another currency, e.g. TZS per US dollar.

Lombard Facility
The Bank introduced Lombard facility on 1st December 2003,

as an overnight facility to enable commercial banks to borrow

at their own discretion, through pledging of eligible govern-

ment securities as collateral. 

Lombard Rate
This is the rate payable for the use of the Lombard Facility,

which is also used as signalling mechanism for the Bank of

Tanzania’s monetary policy stance. The rate is based on pre-

vailing discount rate, REPO or inter-bank rates, depending on

whichever is higher.

Money Supply, M
The sum of currency in circulation outside the banks and

deposits of Depository Corporations, are defined in various

concepts of money supply in the narrower and broader

sense, i.e., narrow money (M1), broad money (M2), and

extended broad money (M3).

M1, Narrow Money,
Consists of currency in circulation outside banks and

demand deposits.

M2, Broad Money
Is equivalent to narrow money (M1) plus time deposits and 

savings deposits.

M3, Extended Broad Money
Consists of broad money (M2) plus foreign currency

deposits.

Nominal Exchange Rate
It is the price at which actual transactions in foreign

exchange markets occur.

Non-Food or Underlying 
Inflation Rate
This is a measure of price movements caused by factors

other than food prices. It is an important measure, which pro-

vides better indication of the effectiveness of monetary policy

on inflation since price movements in these items are caused

largely by monetary policy.

Repurchase Agreement (REPO)
These are agreements to purchase/sale by the BoT govern-

ment securities from/to financial institutions at agreed rate for

a specified period, with an understanding that the financial

institutions will repurchase/resell the securities to the BoT at

the end of the period. 

Reserve Money (M0)
The Central Bank’s liabilities in the form of: (1) currency in cir-

culation outside the Bank of Tanzania and (2) deposit money

banks’ deposits with the BoT are referred to as Base money,

or reserve money.

Seasonally Adjusted Indicators
Seasonal movements or seasonal variations, refer to identi-

cal, or almost identical, patterns, which a time series appears

to follow during corresponding months (quarters) of succes-

sive years. Such movements are due to recurring events,

which take place annually, e.g. the harvest season.

Seasonally adjusted indicators show the impact of non-sea-

sonal influences on a time series.

Weighted Annualised Yields of Treasury
Bills of all Maturities
This is the average yield of Treasury bills, which is weighted

by the volume sold of 91-day, 182-day, and 364-day Treasury

bills, expressed in percentage per year. 
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Having increased to 4.4 percent in the year

ending November 2004, the overall inflation

fell to 4.2 percent in December 2004, as the

improvement in domestic food supply continued to

dampen inflationary pressures

Annual food inflation for December 2004 eased sig-

nificantly to 5.0 percent from 5.9 percent recorded in

November 2004, and on a monthly basis, the food

price level went down by 0.1 percent, signifying the

improved food supply during the month. The food

items whose price declined were rice, maize grain,

wheat flour, vegetables, legumes, fruits and fish.

Following the onset of festival period in December,

prices of non-food items comprising of drinks, cloth-

ing, footwear, recreational items and entertainments,

moved upwards.  Rising crude oil prices during the

review period pushed up retail prices of petrol,

diesel and kerosene, causing additional upward

pressure on non-food inflation. As a result, annual

non-food inflation rose to 2.8 percent, from 2.4 per-

cent recorded in November 2004.  

Table 1: Tanzania Percentage Change in 
the Sub-groups of the Consumer 
Price Index (All-Urban) (Base: 
2000=100)

Source: National Bureau of Statistics (NBS)

Chart 1: Tanzania: Annual Headline, Food,
and Non-food inflation

Monetary 
and Financial
Developments

Growth of money supply
remains within targets

During the year ending December 2004,

extended broad money supply – M3 (com-

prising of notes and coins in circulation plus

all deposits at commercial banks) grew by 19.3 per-

cent, compared with a growth rate of 19.8 percent

recorded in the year ending November 2004 and

16.6 percent recorded in the similar month a year

earlier (Chart 2).  The value of notes and coins circu-

lating recorded an annual increase of about 20 per-

cent, largely on account of expansion in the demand

for currency in line with higher agricultural produc-

tion and marketing activities relative to the previous

year.   Meanwhile, private sector deposits with com-

mercial banks - the other component of money sup-

ply – also went up by 19 percent, largely keeping in

line with increase in domestic income of both individ-

uals and businesses. During 2004, the savings

deposits of the private sector grew by 22 percent,

while demand deposits expanded by 16 percent.

Similarly, fixed time deposits increased by 19.7 per-

cent during the year (Table 2).

Inflation
Developments

Downward Trend in
Inflation Continues
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Chart 2: Tanzania Annual Growth Rates of 
Monetary aggregates

Table 2: Tanzania Selected Money Supply 
Components

Source: Bank of Tanzania

Following the appreciation of the exchange rate of

the shilling against the US dollar in November and

December 2004, the shilling value of foreign curren-

cy deposits dropped to TZS 797.2 billion in

December from 809.9 billion recorded in the previ-

ous month.  Consequently, the degree of dollariza-

tion, measured by the share of foreign currency

deposits to M3 decreased to 28.0 percent from 28.4

percent (Chart 3).

Chart 3: Tanzania Components of Money 
Supply as Percentage of M3 

Credit to Private Sector continue
to expand, albeit at a slower rate

Commercial banks’ credit to private sector continue

to strengthen recording an annual growth rate of

about 30 percent to a level of TZS 1,060.1 billion at

end-December 2004, but lower than the growth rate

of 36 percent registered in the preceding month. The

decrease in growth rate was statistical, owing to writ-

ing off of debt worth TZS 7.8 billion by some banks,

as well as repayments of matured loans by cus-

tomers. However, credit extended by commercial

banks to private sector as a ratio of their total

deposits was 48.5 percent, which is above the aver-

age of 45.9 percent for the past 12 months.  

The credit growth rate in December 2004 was also

lower than the preceding 12-months’ average growth

rate of about 40 percent. The rate of expansion of

credit slowed down gradually due to increases in

interest rates on Treasury bills, which made invest-

ment in Treasury bills more attractive than lending to

the private sector. The share of commercial banks

investment in Treasury bills was around 20 percent of

total deposits liabilities.

Chart 4: Tanzania Total Deposits and 
Credit of the Banking System

Developments in Commercial
Banks Interest Rates 

During December 2004, the developments in interest

rates were generally mixed. Overall average savings

rate improved from 2.5 percent in November 2004 to

2.6 percent, the highest since February 2003. In con-

trast, time deposits rate dropped to 4.0 percent in

line with the decline in interest rates on Treasury bills. 

(billions of TZS) 
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As for negotiated deposits, interest rates went up to

an average of 8.8 percent from 8.4 percent in the

preceding month. 

Consistent with the decline in interest rates on

Treasury bills, overall lending rate of commercial

banks dropped to 13.3 percent in December from

14.7 percent in the previous month. Negotiated lend-

ing rates remained between 10 and 11 percent.

Financial
Markets Operations
Demand for Treasury
Bills Remains Strong

Performance in the Treasury bills market was satis-

factory, with noticeable improvement on demand,

despite the increased seasonal demand for cash by

the public to cater for end of year festivals. The T-bills

market was oversubscribed by about TZS 26 billion,

mostly in 91-day T-bills. The strong demand for

Treasury bills signified existence of high liquidity

amongst banks - the main investors in Treasury bills.

To mitigate the liquidity pressure in the economy aris-

ing from redemptions of Treasury bills (TZS 155.2 bil-

lion), the Bank accepted bids worth TZS 168.2 billion

(face value), and realized a net liquidity mop up of

about TZS 6.2 billion. Consistent with the increase in

demand, interest rates across all T-bills maturities fell

from the levels of previous month (Table 3).

Table 3: Tanzania Treasury Bills 
Interest Rates

Source: Bank of Tanzania

Chart 5: Tanzania Treasury Bills Market 
Developments

Treasury Bonds 

In the recent months, the demand for Treasury bonds

has remained low, in some cases no bids were

received for the bonds offered for sale by the Bank.

In December 2004, bonds worth TZS 8.0 billion were

offered but bids received were only TZS 2.3 billion,

for a 2-year and a 5-year bond. The Bank accepted

all bids at an interest rate of 12.2 percent on the 2-

year bond and 10.9 percent on 5-year bond.

Inter-bank Foreign Exchange
Transactions Increase

The volume of transactions in the interbank foreign

exchange market (IFEM) stood at US$ 100.0 million

during the month of December 2004, being signifi-

cantly higher compared to US$ 79.2 million transact-

ed in the preceding month. The Bank sold US$ 39.6

million and purchased US$ 3.5 million in separate

occasions to smoothen out supply and demand in

the market, as well as, for liquidity management pur-

poses. The BOT intervention in the IFEM led to a mop

up of about TZS 38 billion.  The exchange rate

appreciated from an average of TZS 1,058.58 per

dollar in November to TZS 1,048.08 per dollar in

December 2004. 

Inter-bank Transactions

During December 2004, transactions in the inter-

bank money market amounted to TZS 215.8 billion,

being a decline from TZS 227.0 billion recorded in

November 2004. The decline was attributed to early

payment of civil servant salaries, customer with-

drawals relating to end of year festivals, and specu-

lation in respect of trading in government securities

at high interest rates at the end of the quarter. 

The daily overnight rates fluctuated narrowly

between 2.5 and 5.5 percent for most part of the

month, compared with a range of 3.6 to 8.0 percent

in November 2004.  At the end of the month howev-

er, the overnight rates ranged between 4.0 and 10.0

percent, reflecting a decline in liquidity in some

banks, associated with transfer of government

deposits to BOT.  The average overnight rate fell

from 6.6 percent recorded in November to 4.1 per-

cent in December 2004 (Chart 6).

In Percent

Jun-04 Jul-04 Aug-04 Sep-04 Oct-04 Nov-04 Dec-04
35 days 6.74 7.27 7.56 8.23 8.97 8.56 8.13
91 days 7.67 8.12 8.37 9.31 9.88 9.64 9.63
182 days 8.03 8.39 9.31 9.89 9.96 9.89 9.87
364 days 8.22 9.40 10.13 10.40 10.98 10.91 10.67
Overall 7.83 8.39 8.97 9.57 9.95 9.75 9.56
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Chart 6: Tanzania: Overnight Inter bank 
Rates

Government
Budgetary
Developments
Fiscal Operations remain
within the target

Government budgetary operations during December

2004 generated a deficit of TZS 16.4 billion. Total

resources available for the month amounted to TZS

237.5 billion, which was made up of domestic rev-

enue collections amounting to TZS 167.1 billion and

grants amounting to TZS 70.4 billion. Total expendi-

ture for the month amounted to TZS 253.9 billion.  

Total revenue collected was above the target of TZS

157.4 billion, by TZS 9.7 billion mainly on account of

strong performance in all major tax categories with

income taxes signifying an outstanding perform-

ance. Revenue performance by major tax categories

(Chart 8) reveals that income taxes exceeded the

target of TZS 48.0 billion by TZS 10.9 billion. The

impressive performance was mainly due to increas-

ing efforts by TRA to curb tax evasion through effec-

tive use of block management system that involves

registering and reclassifying taxpayers into large,

medium and small taxpayers. The block manage-

ment system has made it possible to plan tax visits,

frequent field audits, timely recovery of tax arrears,

and registration of more tax payers that has resulted

into further expansion of the tax base. 

Chart 7: Tanzania Government Recurrent 
Revenue  in December 2004

During the month of December, government expen-

diture was largely on target, amounting to TZS 254.0

billion against the target of TZS 255.0 billion.

Recurrent expenditure was TZS 175.3 billion, above

the target by TZS 6.3 billion mainly on account of

expenditure carry-overs from the previous quarter

allocations to priority sectors. Expenditures on prior-

ity sectors were TZS 36.7 billion, slightly above the

target of TZS 33.1 billion. 

Development expenditures during the period

amounted to TZS 78.6 billion below the estimate of

TZS 85.2 billion. Foreign component of development

expenditure was TZS 48.6 billion, while the local

resources amounted to TZS 30.0 billion. 

Chart 8: Tanzania Government 
Expenditure in December 2004

Cumulatively, from July to December 2004, govern-

ment expenditure amounted to TZS 1,641.4 billion,

consisting of TZS 970.5 billion for recurrent expens-

es and TZS 670.9 billion for development expendi-

ture. Domestic expenditure on priority sectors was

TZS 192.1 billion, out of which education received

TZS 64.8 billion, while allocations for health and

roads were TZS 53.8 billion and TZS 31.0 billion,

respectively. 

On the financing side, the government borrowed TZS

17.2 billion from foreign sources and reduced its

domestic indebtedness by TZS 77.4 billion.

(billions of TZS) 

(billions of TZS) 
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External Sector
Developments
Current Account Balance
Improves in December

During December 2004, the current account balance

improved to a surplus of US$ 19.4 million from a

deficit of US$ 21 million recorded in November 2004,

mainly due to a decline in imports of goods and serv-

ices coupled with an increase in income receipts.

Conversely, on annual basis, the current account

balance deteriorated from a deficit of US$ 384.4 mil-

lion recorded during the year ending December

2003 to a deficit of US$ 538.1 million, on account of

substantial increase in imports that reduced the

effects of increase in exports and current transfers

(Table 4).  

Table 4: Tanzania Current Account 
Balance

Note:  p= Provisional data

Source: Bank of Tanzania

During the year ending December 2004, the share of

traditional exports to total exports of goods and serv-

ices improved to about 13.4 percent compared to

12.1 percent recorded a year earlier. The trend of

total exports in the past four years is summarized in

Chart 9

Chart 9: Trend in exports of Goods and 
Services, 2001 – 2004

Traditional Exports Decline

During the month under review, total goods exports

were US$ 154.3 million, lower than US$ 159.4 million

recorded in the previous month.  A 31.2 percent

decline was recorded for traditional exports. The

export volumes of cotton, sisal, tobacco and cashew

nuts declined in December 2004, partly due to sea-

sonality as the export season for these traditional

exports crops was coming to an end. 

On annual basis however, exports went up by 17.4

percent to US$ 1,325.2 compared to the levels

recorded in the preceding year. Both traditional and

non-traditional exports recorded improvements.

Traditional exports increased by 32.5 percent to US$

292.1 million on account of substantial increase in

export volumes of cotton, tobacco and cashew nuts

coupled with recovery of unit export prices. The

increase in export volumes is mainly associated with

favourable weather conditions coupled with timely

availability and usage of agricultural inputs such as

fertilizers and pesticides.

Non-Traditional Exports Edge
Upwards

During the review month, non-traditional exports

amounted to US$ 110.2 million, which is higher than

US$ 95.4 million registered in the previous month.

Manufactured goods and minerals, particularly gold

registered significant increases. The impressive per-

formance recorded in manufactured goods was

largely explained by a rise in sugar exports under

the country’s export quota to the European Union

(In millions of US$) 

(In millions of US$) 
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(EU) under EBA arrangement. During the month

under review, a total of 22,413.2 tons of sugar were

exported against 248.3 tons exported in the previ-

ous month. On annual basis, the value of non-tradi-

tional exports increased by 13.7 percent to US$

1,033.1 million, compared to the levels recorded in

the previous year. The recorded improvement was

in respect of minerals, manufactured goods and

horticultural products exports. Gold exports

remained dominant, accounting for about 61 per-

cent of the non-traditional exports following increas-

es in gold mining activities in the country and the

surge in gold prices in the world market. 

Goods Imports Slow Down

During the month under review, goods imports

declined to US$ 201.1 million from US$ 243.8 mil-

lion recorded in the previous month, following a

noticeable fall in oil imports. In December 2004, a

total 25,867 tons of oil was imported compared to

180,723 tons in the preceding month. 

Table 5: Tanzania Imports 
p = Provisional data.

Source: Bank of Tanzania, TRA.

On annual basis, merchandise imports increased

by 17.6 percent to US$ 2,273.0 million as all major

categories of imports registered increases. The

increase in importation of capital and intermediate

goods was largely due to expansion in manufactur-

ing, mining and tourism activities in the country.  On

the other hand, the surge in intermediate goods

was largely driven by an increase in importation of

fertilizers. During the review period fertilizer imports

rose from 119,266.8 tons in 2003 to 179,638.7 tons.

This development largely emanated from the

Government’s policy of subsidizing transportation

cost on fertilizer. The surge in consumer goods

imports from US$ 573.6 million in the preceding

year to US$ 747.0 million was largely attributable to

a significant increase in importation of food particu-

larly cereals reflecting the impact of drought in

2002/03. During the review year, a total of 885,016

tons of cereals were imported compared to 758,287

tons imported in the preceding year. The trend of

imports over the past four years is shown in Chart 10. 

Chart 10: Tanzania Items Contributions  to
Total Goods Imports, 2001- 2004

The Services Account Balance
Improves in December 2004

During December 2004, the deficit in the services

account decreased from US$ 20.8 million to US$

7.7 million, following a substantial increase in

tourism related receipts from the mini-peak season

that runs from November to January. 

On annual basis, services account deteriorated

from a deficit of US$ 83.0 million recorded during

2003 to US$ 135.3 million. The weakening was

attributed to a significant rise in payments for trans-

portation in line with the increase in freight pay-

ments for food and oil imports during the year, and

increase in communication payment resulting from

the expansion of telecommunication industry in the

country (Chart 11)

During 2004, services receipts went up by about 25

percent to US$ 859.1 million largely due to a rise in

travel receipts related to tourism. Travel receipts

accounted for nearly 70 percent of total services

receipts. During the past four years, travel receipts

dominated the services sector as illustrated in

Chart 12.

(In millions of US$) 

(millions of US$) 

Note: Oil imports refers to refined petroleum products

 



BOT Monthly Economic Review
January 2005

9

BANK OF TANZANIA

Chart 11: Tanzania Service Payments, 
2001- 2004

Chart 12: Tanzania Service Receipts, 
2001- 2004

World Market
Commodity Prices
Mixed 
During December 2004, the prices of coffee  went

up between 12-15 percent largely due to strong

demand for coffee coupled with a decline in global

coffee stocks. The average price of tea (Mombasa

Auction) also improved in line with the strong

demand from Pakistan. As for cotton the price

remained almost stable at US$ 1.15 per kg (Table 6)

The price of sisal (UG) remained stable at US$

885.00 per metric ton, while the price of cloves

declined to US$ 3,496.0 per metric ton, as new har-

vest from Madagascar and Brazil entered the mar-

ket and demand from Indonesian buyers declined.

During the period under review, the prices of crude

oil (average of U.K. Brent, Dubai, and West Texas

Intl.), Dubai (f.o.b.) and white petroleum products

went down on Table 6. The decline in oil prices was

attributed to improvement in the weather conditions

in the Northern Hemisphere that reduced demand

for oil for heating.  Moreover,  supply of oil

increased following OPEC’s decision to raise pro-

duction. The price of gold increased marginally to

US$ 442.10 per troy ounce.

Table 6: World Commodity Prices 

Debt
Developments
National Debt Registered an
Increase

During the month under review, total national debt

(domestic and external debt) stood at US$ 9,219.3

million, representing an increase of  US$ 103.4 mil-

lion over the previous month.  The increase  was

mainly attributed to interest arrears, and exchange

rates fluctuations. During the same period, the

country received HIPC debt relief amounting to US$

6.1 million from multilateral institutions.

External Debt

The total external debt committed increased from

US$ 8,660.9 million recorded at end November

2004 to US$ 8,740.3 million recorded at end

December 2004. Out of the committed amount,

US$ 6,990.6 million, was disbursed leaving a bal-

ance of US$ 1,749.7 million. Interest arrears

increased by US$ 44.7 million (3.6 percent) to US$

1,300.4 million as at end of December 2004, while

the total debt stock increased by US$ 103.4 million

to US$ 8,291.0 million.

(In millions of US$) 

(In US dollars)

Note: Other Services include; Communication, Construction, Insurance, Financial, Computer,
Information, Government, Royalties, Personal and Other business services.

Note: Other Services include; Communication, Construction, Insurance, Financial, Computer,
Information, Government, Royalties, Personal and Other business services.
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Disbursed Outstanding Debt

The profile of outstanding debt by borrower catego-

ry shows that the Central Government is the largest

borrower with a total debt of US$ 6,374.0 (91.2 per-

cent). The Private and parastatal sectors’ debts

stood at US$ 467.4 (6.7 percent) and US$ 149.2

million (2.1 percent) of the total debt, respectively.

Stock of outstanding debt owed to multilateral cred-

itors was 69.0 percent, whereas 21.7 percent was

owed to bilateral creditors, 5.7 percent to commer-

cial creditors and 3.6 percent to export creditors. 

Analysis of use of funds shows that 19.5 percent of

the total debt was in the form of balance of pay-

ments support, while transport sector accounted

for 16.2 percent of total debt, and agriculture - 15.3

percent (Chart 13)

Chart 13: Tanzania Outstanding Debt By 
Use of Funds

Disbursements, Debt Service
Payments and Debt
Commitments

During December 2004, new loans amounting to

US$ 346.0 million were recorded, out of which US$

0.8 million were contracted in the same month,

while US$ 345.2 million were contracted in the pre-

ceding months (Table 7).

Table 7: Tanzania Newly recorded loans 
contracted in the previous 
months

During the month, disbursements amounted to US$

1.1 million. In the same period, debt service pay-

ments amounted to US$ 9.4 million against the pro-

jected US$ 16.71 million. Lower debt service pay-

ments is attributed to multilateral HIPC debt relief

and non-servicing of some of the Non-Paris Club

bilateral loans whose creditors have not yet offered

debt relief under HIPC arrangement. 

HIPC Debt
Relief 
Multilateral Debt Relief

During the month under review, Tanzania received

HIPC debt relief amounting to US$ 6.07 million, of

which International Development Association (IDA)

gave US$ 4.78 million, the International Monetary

Fund (IMF) US$ 1.17 million and Norwegian

Development Fund, US$ 0.11 million (Table 8). As

at end December 2004 total debt relief received

from multilateral creditors under the HIPC arrange-

ment amounted to US$ 330.1 million.

Table 8: Tanzania: Multilateral Debt Relief 

Source: Debt Management

(In millions of US$) 
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Bilateral Debt Relief

Debt relief received from Paris Club bilateral credi-

tors  remained at the level of US$ 858.70 million

recorded in November 2004. Non-Paris Club

Bilateral Creditors have also provided debt relief

amounting to US$ 34.8 million as at December

2004.  Kuwait has offered debt relief by reschedul-

ing debt amounting to US$ 31.8 million under terms

that provided debt relief equivalent to 90 percent

cancellation in NPV terms. In addition, China

offered debt relief outside HIPC framework by can-

celling debts worth US$ 37.7 million.  Dialogue has

been initiated with Abu Dhabi Fund, Hungary, Libya

and Iran on debt relief.

Domestic Debt
As at end of December 2004, domestic debt stock

stood at TZS 968.2 billion, representing a marginal

decline from TZS 968.9 billion in the previous

month.  The decline in domestic debt stock is main-

ly attributed to redemption of some of matured

Treasury Bills during the month under review.  

Domestic Debt by Creditor
Category

Commercial banks and Pension Funds are the main

government creditors,  accounting for 36.5 percent

and 35.5 percent of the total debt, espectively..

Other creditors were Bank of Tanzania 20.6 per-

cent, non-bank financial institutions 1.9 percent,

insurance companies 2.6 billion, and private sector

1.8 percent. Other official entities and BOT special

funds altogether held 1.1 percent of total domestic

debt.

Chart 14: Tanzania Government Domestic
Debt By Holder

Domestic Debt Service

During the month under review, domestic debt

worth TZS 48.1 billion (principal and interest) fell

due for payment. Out of the total amount due, TZS

13.6 billion was paid out of government revenues,

while TZS 34.5 billion was rolled over.  

Other
Economic
Developments

Food Supply remains
Favourable

During December 2004, food supply in most parts

of the country was generally satisfactory as it was in

the preceding month. Even so, some districts in

Shinyanga, Coast, Kilimanjaro, Arusha, Manyara,

Tanga, Dodoma, Singida, Mwanza, Mtwara and

Lindi regions were still facing food shortages of

varying degrees. Mindful of this, the government

took some measures to ensure food availability in

the districts with food shortages in conjunction with

urging private traders to purchase food from sur-

plus areas and sell to shortage areas. In connection

with this, the government distributed 431 tons of

subsidized maize in December 2004. 
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With regard to food prices, the average wholesale

prices for maize and sorghum decreased during

December 2004, partly owing to release of stocks

held up by private traders who were hoarding cere-

als in anticipation of future price increases. The sit-

uation was opposite in rice and beans where aver-

age prices increased slightly during the month in

view of insufficient supplies in the market (Table 9).

In general, food prices are expected to decrease

further in the coming months, in view of improved

food supply following the continuing short rains in

most regions.

Table 9: Tanzania National Average 
Wholesale Prices for Selected 
Food Items

Source: Ministry of Agriculture and Food Security

Strategic Grain Reserves
Improve

The SGR stocks at end-December 2004 stood at

114,030 tons, the highest level for the past four

years. Compared to the stocks position at the end

of preceding month, the level was higher by 5.1

percent (Table 10). The higher SGR stock is due to

government’s decision to purchase 100,000 tons of

maize during 2004/05-crop season. During July—

December 2004, the government purchased

87,501 tons of maize from surplus regions, while

4,501 tons were sold. Food grains held by regis-

tered private traders decreased from 182,611 tons

in November 2004 to 167,936 tons at end-

December 2004, comprising 61,926 tons of maize,

54,519 tons of rice and 51,491 tons of wheat. This

brought the total stock of food grains to 281,966

tons at end-December 2004.

Table 10: Tanzania SGR Stocks (Tons)

Source: Food Security Department and BOT computation

Economic
Developments in
Zanzibar
Government Budgetary
Developments

During December 2004, Zanzibar Government

budgetary performance on “cheques issued

basis”, recorded an overall deficit of TZS 2.1 billion

before grants. The deficit decreased to TZS 1.1 bil-

lion after considering grants worth TZS 1.0 billion,

which in turn was accommodated by internal

resources.

Revenue collection surpass the
target 

Revenue collection during the month under review

was TZS 4.3 billion, above the target of TZS 4.1 bil-

lion. Collections from tax sources amounted to TZS

4.2 billion surpassing the monthly target of TZS 3.8

billion. However, collections from import duties

were TZS 1.2 billion, being below the target of TZS

1.4 billion. VAT and exercise duty (local) collection

amounted to TZS 1.2 billion, surpassing the target

of TZS 1.0 billion (Chart 20). On cumulative basis,

total revenue collection for July – December 2004

amounted to TZS 29.1 billion, above the targeted

TZS 27.6 billion by 5.4 percent.

(In millions of US$) 
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Chart 15: Zanzibar Government Revenue 
by Source December 2004

Expenditure for December 2004
on Track

Zanzibar Government expenditure during

December 2004 amounted to TZS 6.4 billion, slight-

ly above the monthly ceiling of TZS 6.3 billion.

Recurrent expenditure amounted to TZS 6.3 billion,

being 98.4 percent of total expenditure, while

development expenditure amounted to TZS 0.1 bil-

lion, excluding donor funded development expen-

ditures. Wages and salaries continued to dominate

the government expenditure; recording TZS 4.0 bil-

lion or 62.5 percent of total expenditure.

On cumulative basis, during July - December 2004,

the Government spent TZS 36.5 billion, accounting

for 96.1 percent of the planned TZS 38.0 billion

(Chart 21)

.
Chart 16: Zanzibar Government Revenue 

by Components December 2004

Debt Developments

New borrowings, accumulation of interest arrears

and exchange rate variations led to an increase in

Zanzibar’s debt stock to TZS 173.2 billion (equiva-

lent to US$ 166.3 million at end the of December

2004) from TZS 168.7 billion (US$ 159.0 million)

recorded end of November 2004. Domestic debt

accounted for 31.4 percent of the total debt stock

while External debt accounted for 68.6 percent.

Domestic Debt

The Zanzibar domestic debt as at end December

2004 increased to TZS 54.5 billion, from TZS 49.2

billion recorded during November mainly due to

new borrowings through Treasury bills and accu-

mulation of interest arrears.

Domestic Debt - By Creditors

The Union Government claims on the Zanzibar

Government as at end December 2004 accounted

for 24.9 percent of the total domestic debt while the

People’s Bank of Zanzibar’s claims accounted for

19.7 percent. Other credits were Zanzibar State

Trading Corporation 9.4 percent, Social Security

Fund 1.8 percent and Zanzibar Port Authority 1.1

percent, respectively. Other domestic creditors

claims accounted for 43.1 percent of the total debt

consisting of outstanding advances, pensioners

claims, and suppliers credits (Chart 22).

Chart 17: Zanzibar: Domestic Debt by 
Creditor Category as at end-
December 2004 

Domestic Debt by Maturity

As at the end of December 2004, debt maturing in

less than a year amounted to TZS 9.4 billion, and

those maturing between 1-2 years amounted to

13.9 billion representing 17.3 percent and 25.4 per-

cent of the total domestic debt respectively. Debts

maturing between 2-5 years amounted to TZS 1.0

billion representing 1.8 percent of the total domes-

tic debt, while debts with “undetermined maturity”

(In millions of TZS) 

(In millions of TZS) 
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(pensioner’s claims, supplier’s credits) amounted to

TZS 30.2 billion representing 55.4 percent of total

debt.

External Debt
The Zanzibar Government External debt as at end

December 2004 stood at US$ 114.0 million (TZS

118.9 billion) having increased by 1.3 percent from

US$ 112.6 million recorded at the end of November

2004. 

External Debt by Creditor
Category

Classification of debt by creditor category revealed

that, multilateral debts amounted to US$ 95.6 mil-

lion accounted for 83.9 percent of total external

debt; bilateral debts were US$ 10.9 million about

9.6 percent of total external debt; while commercial

and other debts totalled US$ 7.5 million equivalent

to 6.5 percent of total external debt.

External Debt by Maturity

External debts maturing between 5-10 years stood

at US$ 89.4 million accounting for 8.2 percent of the

total external debt while debts maturing between

10-20 years were US$ 10.6 million or 9.3 percent of

the total external debt. Debts with maturity period

above 20 years amounted to US$ 94.0 million rep-

resenting 82.5 percent of the total debt of the coun-

try at the end of 2004.

External Debt by use of Funds

Transport and communication sectors accounted

for US$ 41.4 million; Social welfare and education

was the second accounting for US$ 30.2 million;

while energy and agriculture, accounted fro US$

16.9 million and US$ 13.7 respectively of total dis-

bursements of funds in 2004.  Industries ranked

fourth, with US$ 3.0 million followed by finance and

insurance, US$ 0.3 million. Other sectors held US$

8.5 million. Chart 23 below depicts the percentage

compositions of external debt by use of funds.

Chart 18: Zanzibar External Debt by Use 
of Funds as at end-December 
2004

External
Sector
Developments

Overall trade balance
improved due to
increase in tourism relat-
ed activities

During December 2004, overall trade balance

(goods and services) improved by 23.1 percent by

registering a deficit of US$ 3.0 million from a deficit

of US$ 3.9 million recorded in November 2004. The

improvement was attributed to increase in foreign

earnings from tourism also associated with high

season. On annual basis, the trade account also

improved by 9.6 percent to a deficit of US$ 12.3 in

2004 compared to a deficit of US$ 13.6 recorded in

the corresponding period 2003.  However, com-

pared to corresponding period (month-to-month

basis), the trade account deteriorated by 7.1 per-

cent to a deficit of US$ 3.0 million compared to a

deficit of US$ 2.8 million registered in correspon-
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ding period of December 2003. The deterioration

was mainly characterized with higher imports bill

relative to export earnings. 

Table 11: Zanzibar Trade Account Balance

Source: Tanzania Revenue Authority and Bank of Tanzania

Exports

During December 2004, total exports of goods and

services increased by 14.3 percent, to US$ 7.2 mil-

lion from US$ 6.3 million recorded during the previ-

ous month, due to higher receipts from tourism. 

On annual basis, total exports went up by 5.8 per-

cent to US$ 81.8 in 2004 from US$ 77.3 million

recorded in 2003, mainly due to increased service

receipts, which accounted for 83.3 percent, of total

export earnings.  Receipts from goods exports

increased to US$ 13.7 million from US$ 13.2 million

while service receipts increased to US$ 68.1 million

from US$ 64.1 million recorded in 2003, following

an increase in cloves prices and increase of

tourism-related receipts.

Chart 19: Zanzibar Contribution of Total 
Exports

During 2004, services sector made the highest con-

tribution of 83.3 percent of total export earnings.

Earnings from cloves exports represented 13.1 per-

cent of total exports, while earnings from seaweeds

exports accounted for 1.8 percent. Other exports

represented 1.0 percent, manufactured goods

accounted for 0.6 percent and fish and fish prod-

ucts accounted for 0.2 percent of total exports.

Imports

During December 2004, Zanzibar goods imports

(c.i.f.) decreased by 17.6 percent, to US$ 7.0 mil-

lion from US$ 8.5 million recorded in November

2004, largely due to decrease in consumer goods

imports following the end of Ramadhan. Consumer

goods imports declined to US$ 27.9 million from

US$ 29.5 million.  Imports of capital goods declined

to US$ 2.6 million from US$ 3.5 million accounting

for 25.7 percent. However, intermediate goods

imports increased to US$ 2.1 million from US$ 1.7

recorded in November 2004 on account of increase

in oil prices volume of oil imports. On annual basis,

imports (c.i.f) increased to US$ 74.9 million from

US$ 70.4 million, registered during the previous

year, due to increase in capital and intermediate

goods.  Intermediate goods increased to US$ 21.0

million from US$ 17.1 million, while capital goods

rose to US$ 26.0 million from US$ 23.8 million. The

rise reflected the boom in building and construction

activities prevailing in Zanzibar. 
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Table A6: External Debt Portfolio Appendix I
1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04

Jul-04 Aug-04 Sep-04 Oct-04 No v-04 Dec.2004 % % Share
 Change of Total

1. OVERALL TOTAL DEBT COMMITTED 7,933.0 8,100.8 7,901.7 7,972.9 7,595.7 7,702.3 8,032.8 7,606.6 8,088.3 8,173.5 8,210.5 8,226.8 8,325.5 8,661.0 8,740.3 (2.0) 100.00
Disbursed outstanding debt 6, 623.3 6,600.3 6,435.8 6,580.3 6,538.3 6,312.2 6,559.7 6,233.0 6,678.3 6,700.5 6,734.3 6,748.2 6,834.1 6,931.9 6,990.6 (1.9) 80.04
Undisbursed debt 1, 309.7 1,500.5 1,465.9 1,392.6 1,057.4 1,390.1 1,473.1 1,373.6 1,410.0 1,473.0 1,476.2 1,478.6 1,491.4 1,729.1 1,749.7 (2.3) 19.96

-
2. DISBURSED DEBT BY CREDITOR 6,623.3 6,600.3 6,435.8 6,580.3 6,538.3 6,312.2 6,559.7 6,233.0 6,678.3 6,700.5 6,734.8 6,748.2 6,834.1 6,931.9 6,990.6 (1.9) 100.0

CATEGORY (2)
O/W

Bilateral debt 3,216.3 3,044.9 2,785.8 2,791.8 2,514.1 2,289.1 2,277.1 1,633.7 1,483.6 1,505.9 1,504.6 1,505.4 1,495.4 1,512.1 1,520.1 (0.4) 22.1
Multilateral debt 2,989.5 3,142.5 3,179.4 3,330.1 3,571.5 3,530.6 3,808.5 4,088.3 4,570.0 4,564.4 4,601.7 4,613.5 4,693.9 4,772.3 4,820.5 (2.6) 68.5
Commercial debt 211.7 214.9 270.6 251.5 264.9 307.9 302.5 330.6 391.2 395.7 395.7 396.2 398.0 399.6 401.7 (0.9) 5.8
Export credits 205.8 198.0 200.0 206.9 187.8 184.7 171.6 180.5 233.5 234.6 232.8 233.1 246.9 247.8 248.2 (0.3) 3.6

3. DISBURSED DEBT BY BORROWER 6,623.3 6,600.3 6,435.8 6,580.3 6,538.3 6,312.2 6,559.7 6,233.0 6,678.3 6,700.5 6,734.3 6,748.2 6,834.1 6,931.9 6,990.6 (1.9) 100.0
CATEGORY (2)

O/W
Central Government 6,264.8 6,233.8 6,017.4 6,168.2 6,092.6 5,844.0 6,054.8 5,708.0 6,092.0 6,096.4 6,110.4 6,122.2 6,222.4 6,317.7 6,374.0 (2.0) 91.1
Parastatal Companies 171.5 167.0 171.8 165.1 183.2 172.2 153.8 152.2 149.1 155.8 155.3 156.3 150.4 148.4 149.2 (1.1) 2.2
Private Sector 187.0 199.5 246.6 247.0 262.5 296.0 351.1 372.9 437.2 448.3 468.6 469.7 461.3 465.7 467.4 (0.6) 6.8

4. DISBURSED DEBT BY USE OF 6,623.3 6,600.3 6,435.8 6,580.3 6,538.3 6,312.2 6,559.7 6,233.0 6,678.3 6,700.5 6,734.3 6,748.5 6,834.1 6,866.9 6,990.6 (1.9) 100.0
FUNDS (2)

O/W
Balance of payment support 1, 688.9 1,524.7 1,493.1 1,512.2 1,648.1 1,524.2 1,639.0 1,166.0 1,275.1 1,253.1 1,300.9 1,305.4 1,327.6 1,355.0 1,361.6 (0.7) 19.7

Transport & Telecommunication 1,291.5 1,339.9 1,306.5 1,337.8 1,067.4 1,021.1 1,027.9 1,047.8 1,085.1 1,009.5 1,195.1 1,132.3 1,114.2 1,120.6 1,130.4 (1.5) 16.2
Agriculture 967.0 950.4 913.9 963.8 1,040.2 990.9 1,007.8 1,034.7 967.7 962.8 962.2 972.3 980.9 1,062.8 1,066.3 (10.3) 14.0
Energy & Mining 721.9 745.8 791.6 821.8 869.0 824.3 902.9 895.0 924.3 920.6 908.2 917.2 928.2 945.5 950.6 (1.2) 13.7
Industries 609.3 567.6 527.7 504.4 430.0 413.8 402.3 411.2 352.7 351.1 350.6 350.6 366.2 354.7 422.1 (14.2) 5.3

Social Welfare & Education 245.1 257.4 276.7 292.7 426.5 332.0 384.4 421.7 333.3 330.7 331.3 333.0 338.6 345.9 347.9 (1.6) 5.0
Finance and Insurance 192.1 184.8 167.3 215.5 122.8 131.2 77.9 76.9 82.3 81.9 81.7 81.9 82.8 84.2 84.7 (1.3) 1.2
Tourism 92.7 92.4 77.2 80.2 84.1 82.0 83.8 88.2 80.2 80.3 79.2 79.4 81.1 81.7 81.9 (1.0) 1.2
Others 814.7 937.2 881.7 851.9 850.2 992.7 1,033.7 1,091.6 1,577.5 1,710.6 1,525.1 1,576.5 1,614.4 1,516.5 1,545.0 5.3 23.7

5. TOTAL AMOUNT OF LOANS
CONTRACTED (1) 155.7 592.4 318.8 212.5 224.4 417.6 517.9 277.3 229.7 286.4 59.9 0.5 0.0 0.1 0.8 - -

Government 123.7 475.3 306.3 159.9 220.2 285.7 465.3 259.8 209.4 165.7 59.7 0.0 0.0 0.0 0.0 - -
Parastatal Companies 0.0 0.0 3.3 4.6  -   -  0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 - -
Private 32.0 117.1 9.2 48.0 4.2 131.0 52.6 17.5 20.3 120.7 0.3 0.5 0.0 0.1 0.8 700.0 -

6. DISBURSEMENTS(1) 320.3 341.7 307.9 189.2 267.7 169.7 184.8 169.0 234.7 6.0 4.7 1.6 0.3 1.9 1.1 (100.0) -
Government 282.2 336.6 239.7 187.4 264.5 169.6 160.5 163.7 205.9 6.6 4.1 3.1 0.3 1.9 1.1 (100.0) -
Parastatal Companies 6.8 0.0 9.8 1.3  -   -   -  0.0 2.0 0.0 0.0 0.0 0.0 0.0 0.0 (100.0) -
Private 31.3 5.1 58.4 0.5 3.2 0.1 24.3 5.3 26.8 0.6 0.6 0.6 0.0 0.0 0.0 (100.0) -

7. SCHEDULED DEBT SERVICE (1) 497.5 434.9 352.8 368.9 428.2 422.0 400.0 369.0 334.4 355.1 355.1 355.1 355.1 355.1 355.1 - -

8.ACTUAL DEBT SERVICE (1) 212.0 218.7 204.6 187.9 190.9 120.9 89.1 112.4 99.3 10.8 12.2 11.5 5.0 10.9 9.4 (35.1) 100.0
Principal 140.1 122.6 138.0 112.2 140.5 100.1 47.9 86.6 68.6 8.5 11.2 9.5 3.4 9.6 7.3 (35.0) 78.3
Interest 71.8 95.5 66.4 75.6 49.6 20.8 41.2 25.8 30.6 2.4 1.0 2.0 1.6 1.3 2.0 (35.5) 21.7
Others 0.1 0.6 0.2 0.1 0.8  -  0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 (100.0) -

9. NET TRANSFERS 108.3 123.0 103.3 1.3 76.8 48.8 95.7 51.3 106.6 -9.9 -7.5 -9.9 (4.7) (9.0) (8.3) (8.0)
-

10.TOTAL ARREARS BY CREDITOR 2,813.7 2,443.2 2,357.6 2,660.5 2,239.0 2,304.9 1,820.2 2,056.5 2,297.8 2,297.4 2,287.2 2,289.1 2,346.4 2,359.1 2,430.5 0.2 100.0
CATEGORY (2) -

O/W
Principal 1,682.9 1,465.0 1,408.8 1,571.1 1,152.5 1,135.0 915.9 1,021.4 1,119.1 1,111.7 1,128.9 1,128.3 1,156.9 1,103.4 1,130.1 0.3 46.5

Bilateral 1,367.2 1,173.1 1,134.1 1,235.4 810.7 803.8 570.5 611.6 658.8 651.8 654.6 650.8 669.4 674.8 682.8 0.4 28.1
Multilateral 29.6 14.6 10.3 23.0 0.0 0.0 39.9 45.1 28.3 23.0 38.3 33.9 39.9 7.0 8.3 3.6 0.4
Commercial 100.8 83.5 91.9 132.4 185.0 165.4 152.9 203.7 240.2 244.9 245.5 252.2 253.8 227.2 234.6 0.6 9.7
Other Private Creditors 185.3 193.8 172.5 180.3 156.8 165.8 152.6 161.0 191.8 192.0 190.5 191.4 193.8 194.4 204.4 (0.2) 8.4

Interest 1,130.8 978.2 948.8 1,089.4 1,086.5 1,169.9 904.3 1,035.1 1,178.7 1,185.7 1,158.3 1,160.8 1,189.5 1,255.7 1,300.4 0.1 53.5
Bilateral 827.5 705.0 654.3 740.0 739.5 780.4 522.7 577.7 693.0 697.0 698.3 697.8 712.5 782.0 812.6 0.1 33.4
Multilateral* 29.3 4.2 6.0 8.3 0.0 0.0 54.1 68.4 27.3 26.0 27.9 27.8 28.3 21.6 22.8 (2.2) 0.9
Commercial 155.2 156.2 163.9 204.3 261.1 294.5 222.2 268.3 287.1 290.5 291.4 294.3 303.8 302.3 313.8 0.2 12.9
Other Private Creditors 118.8 112.8 124.6 136.8 85.9 95.0 105.3 120.7 171.3 172.2 140.7 140.9 144.9 149.8 151.2 0.5 6.2

11. External Debt Stock 7,754.1 7,578.5 7,384.6 7,669.7 7,624.8 7,482.1 7,464.0 7,268.1 7,856.9 7,886.2 7,892.6 7,909.0 8,023.6 8,187.6 8,291.0 (1.6) 89.9
12. Domestic Debt Stock 2,147.7 1,262.6 1,190.2 1,138.2 1,149.1 919.1 864.5 841.6 885.3 906.9 923.5 913.6 926.3 912.3 928.3 (3.6) 10.1
13. Total Debt Stock 9,901.8 8,841.1 8,574.8 8,807.9 8,773.9 8,401.2 8,328.5 8,109.7 8,742.1 8,793.2 8,816.1 8,822.6 8,949.9 9,099.9 9,219.3 (1.8) 100.0
End Period Exchange Rate 624.2 624.1  665.0  737.0  799.5  888.0  946.9  1,047.4 1,107.3  1,097.3 1,083.2 1,060.5 1,060.5 1,061.0 1,043.0 5.7

Source: CS-DRMS,  DEBT DEPARTMENT (BOT).
NB. Multilateral*: multilateral arrears are those owed by the private sector.

1) During the period (2) End of January 2005 cummulative.

ITEM
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Amounts in Million USD
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