
 
       ISSN 0856 - 6844 
      http://www.bot-tz.org 

   
 

MONTHLY ECONOMIC REVIEW 
BANK OF TANZANIA 

 
April 2004 
 
 

MESSAGE FROM THE GOVERNOR 
 
Despite the spike in the annual inflation rate in April 2004, the underlying inflation rate in 
Tanzania remains very low.  There was a sharp increase in the prices of foodstuffs during the 
month of April 2004, particularly the food grains (rice, maize and sorghum).  As a consequence, 
the annual food inflation rate jumped to 8.8 percent in April 2004, partly a reflection of food 
shortages emanating from the poor harvest in 2003.  The non-food annual inflation rate was 
slightly negative, at –0.2 percent.  The April spike in the inflation was unexpected and is likely to 
be short-lived.  Already, food prices have been falling sharply in May 2004, as reported in the 
media.  Food prices are likely to fall further in the coming months as the new crop gets into the 
market.  Weather conditions have generally been more favourable than in 2003, which should 
result in a larger harvest and the easing of pressure on the overall price level during the remainder 
of 2004.  It is expected that the inflation rate would at the same time resume its downward 
trajectory. 
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Inflation Developments 
 
Headline Inflation 
 
The annual headline inflation stood at 4.8 percent in the year ending March 2004, the same rate 

as recorded in February 2004.  However, during the month under review, consumer prices for 

both food and non-food items went up in relation to the previous month causing an increase of 

1.9 percent in the monthly headline inflation rate between February and March 2004.  

 
Chart 1: Annual Headline, Food, Non-food Inflation: January 2002 - March 2004 
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Non-food Inflation   

 
During the year ending March 2004, non-food inflation edged up slightly to 0.8 percent, up from 

0.7 percent recorded in the year ended January and February 2004.  On a month-to-month basis, 

non-food inflation fell to 0.3 percent in March 2004 from 0.4 percent in February 2004 as prices 

of personal care and health, education items and entertainment declined. 
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Food Inflation   

 
In the year ending March 2004, annual food inflation eased to 6.1 percent from 6.2 percent 

recorded in February 2004, reflecting a gradual weakening of the inflationary pressure from food 

prices. During March 2004, food supply improved modestly following the on-set of harvest 

season for some food crops in some parts of the country.  As a result, there was a slow down in 

the month-to-month food inflation from 4.1 percent in February 2004 to 2.4 percent in March 

2004.  

 

Table 1: Change in the Sub-groups of the National Consumer Price Index (Urban) 
Major Commodity Group  
 
 

Weight 
% 
 

Feb 
2004 
 

% Change 
Feb 03 to 
Feb 04 

Mar 
2003 
 

Mar 
2004 
 

% Change 
Mar 03 to 
Mar 04 

% Change 
Feb 04 to  
Mar 04 

Food  71.2 274.2 +6.2 264.7 280.9 +6.1 +2.4 

Fuel, Power and Water  4.7 350.7 +3.3 341.3 354.0 +3.7 +0.9 

Drinks and Tobacco  4.4 184.4 -0.6 185.9 184.4 -0.8 0.0 

Rents  3.9 217.3 +4.6 207.8 217.3 +4.6 0.0 

Clothing & Footwear  3.7 203.1 -3.2 209.9 203.3 -3.2 +0.1 

Furniture & Household Equipment  2.5 204.4 +0.1 204.4 204.8 +0.1 +0.2 

Personal Care & Health  2.2 158.9 -0.6 160.4 158.5 -1.2 -0.3 

Education  1.5 207.4 -1.8 211.7 207.2 -2.1 -0.1 

Household Operations & Maintenance  1.5 169.5 +0.8 167.4 170.3 +1.7 +0.5 

Recreation & Entertainment  1.2 175.8 -0.1 176.2 174.3 -1.1 -0.9 

Transportation  1.2 251.2 +0.4 251.4 251.2 -0.1 -0.1 

Miscellaneous Goods and Services  2.0 158.3 -2.8 162.6 158.5 -2.5 +0.1 

TOTAL 100.0 258.5 4.8 251.4 263.4 +4.8 +1.9 
Source: National Bureau of Statistics (NBS) 
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Chart 2: Annual Percentage Changes in Selected CPI Sub-group Indices 
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Table 2: Actual and Seasonally Adjusted Inflation Rates, Tanzania Mainland  

Unadjusted  Seasonally Adjusted  
  Year-on- Year  Month-on-Month   6 Months Annualized   Month-on-Month  

Period  
Headline 

1)  
Non 

Food 2)  Food  
Headline 

1)  
Non 

Food 2) Food 
Headline 

1)  
Non 

Food 2) Food Headline 1) 
Non Food 

2)  Food 
2001 Jan*   5.4    4.5    5.7    3.2    0.6    4.2 5.1  5.0  5.4 0.2  0.5  0.2  

Feb  5.4  4.1  6.0  3.2  0.3  4.2  5.0  3.6  5.5 0.3  -0.1  0.4  
Mar  5.1  3.6  5.6  1.9  0.0  2.6  4.7  1.0  5.6 0.4  -0.4  0.5  
Apr  5.3  3.1  6.2  -1.6  -0.4  -2.0 4.7  0.6  6.4 0.6  -0.1  1.0  
May  5.3  3.1  6.0  -0.9  0.3  -1.3 4.5  1.0  5.9 0.4  0.4  0.4  
Jun  5.1  2.8  6.0  -2.5  -0.2  -3.3 4.7  0.9  6.2 0.4  0.1  0.5  
Jul  5.1  2.3  6.1  -0.9  0.2  -1.3 5.0  0.2  6.8 0.4  0.2  0.5  

Aug  5.2  1.8  6.4  -1.0  0.0  -1.4 5.4  0.3  7.3 0.5  0.0  0.6  
Sep  5.1  1.0  6.7  -0.6  -0.1  -0.8 5.5  1.3  7.6 0.4  0.1  0.6  
Oct  5.0  1.0  6.5  0.4  0.3  0.5  5.1  1.6  6.5 0.4  0.1  0.5  
Nov  4.9  1.1  6.3  1.0  0.1  1.2  5.0  1.8  6.2 0.4  0.5  0.3  
Dec  4.9  1.2  6.1  2.7  0.4  3.6  4.9  2.4  5.7 0.3  0.3  0.2  

                                     
2002 Jan*  4.7  0.8  5.9  3.0  0.3  4.0  4.5  2.3 5.1 0.2  0.2  0.2  

Feb  4.7  1.1  5.9  3.3  0.5  4.3  4.2  2.4 4.6 0.4  0.1  0.4  
Mar  4.7  1.5  5.7  1.9  0.4  2.4  4.0  2.3 3.8 0.4  0.1  0.2  
Apr  4.8  6.0  4.3  -1.6  3.8  -3.3 4.4  10.7 2.3 0.6  4.1  -0.3 
May  4.6  6.5  4.0  -1.1  0.6  -1.6 4.2  11.0 1.9 0.3  0.6  0.1  
Jun  4.5  6.6  3.8  -2.6  -0.1  -3.5 4.1  10.6 1.9 0.3  0.1  0.3  
Jul  4.5  6.7  3.8  -0.9  0.3  -1.3 4.6  11.0 2.5 0.4  0.2  0.5  

Aug  4.4  6.9  3.6  -1.1  0.2  -1.6 4.6  11.6 2.6 0.4  0.3  0.5  
Sept  4.4  7.2  3.4  -0.6  0.2  -0.9 4.9  12.5 3.0 0.4  0.5  0.4  
Oct  4.5  8.6  3.0  0.4  1.6  0.0  4.8  6.4 3.8 0.4  1.3  0.1  
Nov  4.5  8.8  3.0  1.0  0.4  1.2  4.7  6.5 4.1 0.4  0.7  0.2  
Dec  4.4  9.0  2.9  2.7  0.5  3.5  5.0  7.3 4.2 0.4  0.5  0.4  

             
2003 Jan 4.4 9.8 2.7 3.0 0.9 3.8 4.5 8.3 3.1 0.3 0.7 0.0 

Feb 4.2 9.4 2.5 3.1 0.3 4.1 3.9 7.4 2.4 0.1 0.0 0.2 
Mar 4.2 9.2 2.6 1.9 0.2 2.5 3.6 6.1 2.2 0.3 -0.2 0.3 
Apr 4.3 5.9 3.8 -1.4 0.6 -2.1 4.0 5.5 3.9 0.7 1.0 1.0 
May 4.3 5.4 3.9 -1.1 0.1 -1.5 3.8 4.4 3.9 0.3 0.1 0.2 
Jun 4.4 4.9 4.3 -2.5 -0.5 -3.1 3.7 2.4 4.3 0.4 -0.5 0.6 
Jul 4.5 4.5 4.5 -0.8 0.0 -1.0 4.5 1.1 5.9 0.5 0.1 0.7 

Aug 4.5 3.8 4.8 -1.1 -0.5 -1.3 5.1 0.3 7.2 0.4 -0.5 0.7 
Sep 4.5 3.4 4.9 -0.6 -0.2 -0.8 5.5 0.9 7.7 0.4 0.1 0.6 
Oct 4.6 1.7 5.7 0.6 0.0 0.9 5.3 -1.8 7.5 0.6 -0.4 0.9 
Nov 4.6 1.4 5.8 1.0 0.1 1.3 5.5 -1.4 7.7 0.3 0.4 0.4 
Dec 4.6 1.1 5.8 2.6 0.2 3.4 5.2 -0.1 6.9 0.2 0.2 0.2 

             
2004 Jan 4.7 0.7 6.1 3.1 0.4 4.1 4.8 0.2 6.2 0.4 0.2 0.4 

Feb 4.8 0.7 6.2 3.2 0.4 4.1 4.7 1.7 5.4 0.3 0.2 0.3 
Mar 4.8 0.8 6.1 1.9 0.3 2.4 4.3 1.4 4.8 0.3 0.0 0.3 

Source: National Bureau of Statistics and Bank of Tanzania Computations.  
Total NCPI.   2) Non-Food NCPI.  *Revised figures using new set of seasonal factor 
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Monetary and Financial Developments 
 
Reserve Money 
 

During March 2004, liquidity condition in the banking system was generally high, mainly due to 

net injection through open market operations (OMO) following higher redemptions of Treasury 

bills and repos, and the substantial decline in government deposits at the Bank (Table 3). In light 

of the liquidity situation, the Bank intervened in the interbank foreign exchange market (IFEM) 

by selling USD 52.6 million on net basis. Thus, reserve money (M0) stood at TZS 802.9 billion 

at the end of March 2003, being higher by TZS 59.1 billion, when compared to TZS 743.8 

billion recorded at end-February 2004.  

 

Net domestic assets (NDA) of the BoT increased substantially by TZS 173.7 billion to TZS –

661.1 billion at the end of March 2004, following a substantial decline in government deposits at 

the BoT by TZS 61.5 billion to cater for various government obligations, and net injection 

through OMO amounting to TZS 66.9 billion. In particular, Treasury bills market experienced a 

net injection of TZS 15.0 billion, while repos injected TZS 51.9 billion. 

 

On the other hand, net foreign assets (NFA)1 of the Bank fell by TZS 114.6 billion, from TZS 

1,578.6 billion at the end of February 2004 to TZS 1,464.0 billion at the end of March 2004, 

partly due to sale of USD 52.6 million in the IFEM, payment of government external obligations, 

and a slight appreciation of the shilling against major currencies. In line with the increase in M0 

in March 2004, the annual growth rate of M0 rose substantially to 23.6 percent in March 2004, 

compared to 9.6 percent recorded in February 2004. 

 

 

 

 

 

                                           
1 Gross Official Reserves of the BoT reached USD 1,973.16 million at end-March 2004, equivalent to 8.2 months of 
imports of goods and services (GNS) from USD 2,045.7 million recorded in February 2004. 
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Table 3: Developments in Selected Reserve Money Items 

(In TZS billions) 
Change   

 Feb-Mar  
% Annual Growth

Item Feb-03 Mar-03 Feb-04 Mar-04
2003 2004  Feb-04 Mar-04

Reserve Money 678.8 649.6 743.8 802.9 -29.2 59.1  9.6 23.6 
 Currency outside BoT 518.0 502.6 573.4 576.3 -15.4 2.9  10.7 14.7 
 Banks deposits 160.7 147.0 170.4 226.5 -13.8 56.1  6.0 54.1 
           
Net foreign assets 1022.2 1049.4 1578.6 1464.0 27.2 -114.6  54.4 39.5 
 o/w Net international reserves 1064.0 1091.2 1619.8 1505.2 27.2 -114.6  52.2 37.9 
           
Net domestic assets -343.4 -399.8 -834.8 -661.1 -56.4 173.7  143.1 65.3 
  Net Domestic Credit -17.7 -55.3 -244.1 -182.6 -37.6 61.5  1282.9 230.2 
    Claims on government 141.3 141.3 142.0 142.0 0.0 0.0  0.5 0.5 
    Government deposits 158.9 196.6 386.1 324.6 37.6 -61.5  143.0 65.1 
  Liquidity papers 286.4 288.9 363.9 349.0 2.4 -15.0  27.1 20.8 
  Repos 0.0 17.8 56.9 5.0 17.8 -51.9  … … 
  Valuation Account 297.3 300.3 481.0 461.7 3.0 -19.3  61.8 53.8 
 Other -39.3 -37.9 -169.8 -124.6 1.4 45.3   331.8 228.7 
Source: Bank of Tanzania, Monetary and Financial Affairs Department. 

 

Money Supply Aggregates 
 

During March 2004, developments in monetary aggregates were mixed. Extended broad money 

supply, M3, decreased by TZS 19.8 billion to TZS 2,477.7 billion. The downturn in M3 was 

largely caused by the decline in foreign currency deposits in commercial banks following an 

appreciation of the shilling, as reflected by a decline in the valuation account of the net foreign 

assets of the banking system.  

 

Broad money supply, M2, which is total money supply excluding foreign currency deposits rose 

by TZS 14.3 billion between February and March 2004. The increase in M2 is mainly attributed 

to a rise in fixed time deposits in commercial banks, suggesting client positive response to the 

improvement in interest rates paid to time deposits during March 2004.  For instance, the interest 

rate on 1-month deposit improved significantly to 3.0 percent from 2.2 percent in February 2004.  

 

Narrow money, M1, which represents transactions balances in the economy and defined as 

currency in circulation and demand (current) deposits, declined by TZS 14.1 billion. Currency in 
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circulation went up by TZS 3.6 billion, while demand deposits fell by TZS 17.7 billion as most 

corporate clients used their demand deposits to pay for tax obligations for the quarter ending 

March 2004. 

 

From the sources side, the contraction in money supply was largely explained by net foreign 

assets (NFA) of the banking system that fell substantially by TZS 140.2 billion between 

February and March 2004. The fall in NFA stemmed from a substantial decline in the net 

international reserves of the Bank of Tanzania by TZS 114.6 billion and a fall in net foreign 

assets of commercial banks by TZS 25.6 billion.  During the month under review, the Bank sold 

foreign exchange to ease the demand pressure in the IFEM, whereas the decline in foreign 

exchange deposits is associated with the increase in import demand.  On the contrary, net 

domestic assets (NDA) of the banking system registered a significant increase of TZS 101.1 

billion during the month under review, following an increase in domestic credit from the banking 

system by TZS 59.6 billion and a surge in other items net by TZS 41.5 billion.  

 
As regards the components of monetary aggregates, the ratio of currency in circulation to M3, 

which reflects public’s preference for holding cash picked-up slightly from 20.8 percent in 

February to 21.1 percent in March 2004, whereas that of foreign currency deposits (a measure of 

degree of dollarization in the economy) dropped to 29 percent from 30.2 percent in response to 

the appreciation of the shilling recorded in February 2004 (Chart 3).  
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Chart 3: Components of Money Supply as Percentage of M3 
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Annual M3 growth in March 2004 accelerated to 18.7 percent from 17.7 percent growth recorded 

during the year ended February 2004, while M2 growth went up sharply to 17.0 percent in March 

2004 from 13.3 percent in February 2004 (Chart 3). It is noteworthy that the growth rates of M3 

and M2 recorded in the year ending March 2004 were all above the projected growth band of 12 

to 17 percent for the year ending June 2004.  As regards the annual growth rate of reserve 

money, it accelerated from 9.6 percent in the year ending February 2004 to 23.6 percent in 

March 2004.  

 

Chart 4: Annual Growth Rates of Monetary aggregates 
(In percent) 
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Credit Developments 

 
During March 2004, total domestic credit recorded an increase of TZS 59.6 billion. Government 

indebtedness to the BoT (net claims of the banking system on the Government) rose by TZS 61.5 

billion owing to the decline in government deposits at the Bank, while the Government made a 

net repayment of TZS 5.3 billion to commercial banks.  Consequently, the Government 

indebtedness to the banking system went up by TZS 56.2 billion between February 2004 and 

March 2004, reaching TZS 91.1 billion (Chart 5).  

 

On the other hand, credit to the private sector from commercial banks increased by TZS 3.4 

billion to TZS 848.0 billion at the end of March 2004 from TZS 844.6 billion recorded in the 

previous month.  The annual growth of commercial banks’ credit to private sector slowed down 

from 45 percent recorded in February 2004 to 41.8 percent, in March 2004.  

 

Chart 5: Private Sector and Net Claims on Government by Commercial Banks  
(In TZS billions) 
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As total deposits of commercial banks decreased from TZS 2,064.0 billion in February 2004 to 

TZS 2,041.8 billion in March 2004, the share of private sector credit to total deposits stood at 

41.5 percent, up from 36.0 percent in March 2003, reflecting an improvement in the level of 

financial intermediation in Tanzania (Chart 6). Despite the improvement, more than 50 percent 
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of the mobilized deposits by commercial banks is mainly used for financing Government 

operations through purchase of financing papers and bonds, monetary policy operations of the 

BoT through liquidity papers, and repos, maintaining commercial banks’ reserves and investing 

in other assets. It is noted that as at end March 2004, commercial banks’ holdings of liquidity 

papers amounted to TZS 234.3 billion. 

 

Chart 6: Total Deposits and Credit of the Banking System  
(In TZS billions) 
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Inter-bank Cash Market 
 

The interbank cash market during March 2004, experienced low volume of transactions which 

amounted to TZS 310.5 billion, compared to TZS 525.4 billion traded in February 2004 and TZS 

342.0 billion traded March 2003, signifying the fact that least of the commercial banks faced 

liquidity problems. Overnight placements continued to account for the largest share of the total 

volume traded, which has remained above 75 percent in the recent past. In March 2004 the share 

stood at 79.3 percent. 

 

Interbank cash market rates charged on overnight lending decreased slightly from 3.5 percent in 

February 2004 to 3.4 percent in March 2004, while, the overall inter-bank cash market remained 

unchanged at 3.8 percent. 

Bank of Tanzania 11



Treasury Bills Market 
 

During March 2004, Treasury bill market was floated with bills worth TZS 90.2 billion, lower 

compared to TZS 93.8 billion floated in February 2004. Demand for Treasury bills improved 

substantially from TZS 155.0 billion in February 2004 to TZS 194.9 billion, reflecting the 

presence of excess liquidity in the economy during the month. Sales amounted to TZS 110.5 

billion higher than the amounted floated, following efforts made by the BoT of managing 

liquidity in the economy. Commercial banks continued to be the main players in the Treasury 

bills market accounting for 72.0 percent of total successful bids slightly below 76.4 percent 

recorded in February 2003. 

 

Weighted average yields in the Treasury bills market increased, except for 182-day yield, which 

decreased from 7.6 percent in February 2004 to 6.5 percent in March 2004, and 364-day yield 

that declined from 7.6 percent to 6.4 percent. The yield for 35-day rose from 6.4 percent to 6.8 

percent, while that of 91-day rose from 7.2 percent to 7.5 percent. As a result of these 

developments, the overall weighted average yield (WAY) for all maturities increased from 7.3 

percent to 7.6 percent. 

 

Chart 7: Treasury Bills Market Developments 
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During March 2004, Treasury bonds worth TZS 18.9 billion were floated, same amount offered 

in the previous month. The demand continued to deteriorate reaching TZS 7.8 billion in March 

2004, compared to TZS 10.6 billion tendered during February 2004. The weakening in Treasury 

bond demand is partly explained by BoT intervention in the interbank foreign exchange market 

(IFEM) where it sold a net of USD 52.6 billion, and in the Treasury bill market, whereby it sold 

more than what was floated. As a result sales in the bond market amounted to TZS 7.3 billion in 

the month under review. The weighted average yields to maturity on the Treasury bonds kept 

unchanged from the yields recorded in the preceding month, except for 7-year maturity, which 

rose from 10.8 percent in February 2004 to 11.1 percent in March 2004 (Table A4). 

 

Repurchase Agreements (REPOs) 
 

During the month under review, the Bank continued to use repos for smoothening of liquidity 

level in the banking system, in order to contain reserve money from moving above the target. 

Repos worth TZS 5.0 billion were transacted between the BoT and commercial banks, and the 

weighted average repo rate for the month stood at 4.0 percent lower than 4.4 percent recorded in 

the preceding month. 

 

Lombard Transactions 
 

In March 2004, Lombard facility continued to bridge overnight liquidity shortage to commercial 

banks. A total of TZS 0.8 billion was borrowed in the month under review, compared to TZS 0.1 

billion borrowed in the preceding month. The Lombard rates ranged from 9.7 percent to 11.1 

percent in March 2004, compared to a range of 9.5 percent to 9.7 percent recorded in February 

2004. 
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Interest Rates Developments in Commercial Banks 
 

• Deposits rates  
 
The weighted average interest rate on local currency savings deposits remained unchanged at 2.4 

percent during March 2004, while the overall time deposit rate improved modestly.  In particular, 

a 1-month time deposit earned an interest of 3.0 percent in March 2004 compared to 2.2 percent 

the previous month, whereas a 12-month fixed deposit rate was 5.6 percent, up from 5.3 percent 

recorded in February 2004.  Similarly, the average negotiated deposit rate for prime customers 

improved from 7.4 percent to 7.9 percent.  

 

Following the stagnation of inflation rate at 4.8 percent for two consecutive months, the savings 

and the overall time deposit rates were all negative in real terms (Chart 8).  However, the rates 

on 6-month and 12-month fixed deposits, as well as the negotiated deposit rates were positive in 

real terms. Furthermore, yields on Treasury bills of equal maturity with term deposits were all 

positive in real terms and significantly higher than the rates paid to fixed deposits), hence 

explaining the attractiveness of investing in Treasury bills by commercial banks (Chart 9).   

 
Chart 8: Selected Interest Rates and Inflation  

(In Percent) 
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Interest rates on foreign currency deposits showed a mixed trend.  Savings deposit rate remained 

unchanged at 0.8 percent, while 3-month and 6-month time deposit rates were maintained at 1.1 

percent and 1.2 percent, respectively. On the contrary, 2-month and 12-month time deposit rates 

rose from 0.7 percent to 1.1 percent and from 1.2 percent to 1.7 percent between in February 

2004 and March 2004, respectively.  

 

Table 4:  Interest Rates Structure (In percent per annum) 
 Feb-03 Mar-03 Jun-03 Sept-03 Dec-03 Feb-04 Mar-04 
Savings deposits rate 2.5 2.5 2.5 2.4 2.5 2.4 2.4 
Overall Time deposits rate 3.9 3.7 3.5 3.3 3.9 4.2 4.1 
     1-month 2.1 2.5 3.9 2.9 2.8 2.2 3.0 
35-day T-bill yield 3.8 5.1 5.8 6.7 5.7 6.4 6.8 
     3-months 3.0 2.5 2.8 2.9 4.3 4.3 3.9 
91-day T-bill yield 4.6 5.8 6.1 7.3 7.6 7.2 7.5 
     6-months 4.3 4.2 3.7 3.5 4.9 5.0 5.2 
182-day T-bill yield 5.0 6.1 5.8 7.3 7.6 7.6 6.5 
    12-months 5.6 5.8 5.1 5.0 5.0 5.3 5.6 
364-day T-bill yield 5.1 6.2 5.9 7.4 7.9 7.6 6.4 
Overall Lending rates 14.6 15.0 14.1 14.5 13.8 13.4 13.5 
   Up to 1-year 16.7 16.4 16.4 15.5 15.7 15.5 15.6 
   2-3 years 12.6 12.3 13.4 11.7 10.5 9.9 9.9 
Negotiated rates        
  Deposits 6.2 5.9 5.5 5.5 7.7 7.4 7.9 
  Lending 8.0 8.6 9.4 9.4 8.4 8.2 7.6 
Source: Commercial banks and BoT, Monetary and Financial Affairs Dept. computations 

 
Chart 9: Selected time deposits and Treasury bills rates (In percent) 

2.5 2.5

4.2

5.8

3.0

3.9

5.2
5.6

5.1

5.8
6.1 6.2

6.8

7.5

6.5 6.4

1-month 3-months 6-months 12-months 1-month 3-months 6-months 12-months

Mar-03 Mar-04

Time deposit rate T-bills yield

 

Bank of Tanzania 15



Lending Rates 
 

The overall weighted average lending rate remained almost stagnant at 13.5 percent in March 

2004, as some banks offered lending rates below 10 percent, while others charged up to 35.0 

percent. The negotiated lending rate for prime customers moved downwards to 7.6 percent from 

8.2 percent recorded in February 2004.   

 

As for interest rates on foreign currency loans, the rates declined across all maturities. The rates 

for a loan of up to 1-year declined from 6.8 percent to 6.7 percent, while that of medium-term of 

2-3 years fell from 8.1 percent to 7.8 percent.  

 

The interest rate spread, measured by the difference between the 12-months fixed deposits and 1-

year lending rates narrowed to 10.0 percentage points compared to 10.2 percentage points 

recorded in the preceding month (Chart 10). 

 

Chart 10: The Margin Between 1-Year Lending Rate and 12-Month deposit rate  
(In percent) 
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Inter-bank Foreign Exchange Market (IFEM) 
 

During March 2004, the total volume traded at the IFEM increased by 44.4 percent to USD 90.4 

million from USD 62.6 million traded in the previous month.  Commercial banks dominated the 
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demand side of the market by purchasing USD 88.76 million or 98.2 percent of the volume 

traded and supplied only USD 30.1 million or 33.3 percent of the volume traded.  The non-bank 

financial institutions supplied USD 7.7 million or 8.5 percent of the volume traded and 

purchased USD 1.64 million or 1.8 percent of the volume traded.  The Bank of Tanzania’s 

intervention in the market resulted in a net sale of USD 56.2 million, which is equivalent to 58.2 

percent of the volume traded.   

 

Exchange Rate 
 

During the period under review, the Tanzanian shilling appreciated slightly against the US dollar 

by 0.1 percent to TZS 1,107.6 per US dollar from TZS 1,108.7 per US dollar recorded in 

February 2004. 

 
Chart 11: Inter-bank Exchange Rate Movement and Volume of Transactions 
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Bureau de Change Operations 
 

The volume of transactions conducted by the bureau de change system went up by 2.9 percent to 

USD 42.1 millions in March 2004, from the levels transacted in the previous month, mainly on 
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account of a rise in both sales and purchases.  Sales increased by 4.9 percent to USD 21.3 million 

during the review period, largely due to the increase in payments for education services and air 

tickets.  Similarly, purchases went up by 1.0 percent to USD 20.8 million. 

 

The buying and selling rates depreciated slightly against the US dollar by 0.2 percent and 0.5 

percent to TZS 1,101.0 per US dollar and TZS 1,125.0 per US dollar respectively during the 

review period. 

 

Table 5: Foreign Exchange Market Developments 
  2004  March  July - March 

  February March
% 

Change  2003 2004 
% 

Change  2002/03 2003/04 
% 

Change

IFEM                     
1. Amount offered* 62.6 90.4 44.4  52.6 90.4 71.9  712.3 771.6 8.3 
2. Amount sold* 62.6 90.4 44.4  52.6 90.4 71.9  712.3 771.6 8.3 
3. Exchange rate** 1,108.7 1,107.6 -0.1  1,036.9 1,107.6 6.8  984.5 1,065.1 8.2 
                      
Bureau de Change                     
1. Sales* 20.3 21.3 4.9  21.0 21.3 1.4  166.8 207.0 24.1 
2. Purchases* 20.6 20.8 1.0  21.4 20.8 -2.8  176.5 209.0 18.4 
3. Volume of Transactions* 40.9 42.1 2.9  42.4 42.1 -0.7  343.3 416.0 21.2 
4. Buying rate** 1,099.0 1,101.0 0.2  1,015.0 1,101.0 8.5  978.4 1,059.9 8.3 
5. Selling rate** 1,119.0 1,125.0 0.5  1,021.0 1,125.0 10.2  997.0 1,078.3 8.2 
Source: Foreign Markets Dept. and Bank Supervision - Bureau de Change Section 

* Millions of USD,  ** Tanzanian Shillings (TZS) per US dollar 

 

Government Budgetary Developments 
 

 
During March 2004, government revenue amounted to TZS 140.0 billion, while grants were TZS 

31.6 billion, thus making a total resource envelope of TZS 171.6 billion.  During the month, total 

government expenditure2 was TZS 295.3 billion, which meant an overall budget deficit of TZS 

123.7 billion, on cheques issued. 

 

 

                                           
2 Excluding amortization 
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Revenue  
  

Total revenue collected amounted to TZS 140.0 billion, being slightly above the target of TZS 

137.0 billion for March 2004.  Income taxes amounted to TZS 47.4 billion, exceeding the target 

by a sizeable TZS 10.7 billion. Out of the total income taxes, corporate taxes amounted to TZS 

22.4 billion, being above their target by TZS 5.8 billion. Also, Pay-As-You Earn (PAYE) 

amounted to TZS 17.2 billion against a target of TZS 13.4 billion, mainly as a result of an 

upward salary adjustment to civil service employees (Chart 12). It is noteworthy that revenue 

from large taxpayers amounted to TZS 34.6 billion, which accounted for 26.8 percent of tax 

revenue.  

 

In terms of the structure of the resource envelope, revenue on imports and income taxes together 

accounted for more than 55 percent of the total resource base for March 2004 (Chart 13). It is 

noteworthy that grants contributed only 18.4 percent of total government resources in March 

2004, compared to 37 percent registered in March 2003.   

 
Chart 12: Government Recurrent Revenue Performance in March 2004  

(In TZS billion) 
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Chart 13: Contribution to Total Government Resources  
(In Percent) 
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Expenditure 

 
During the month under review, recurrent expenses amounted to TZS 231.1 billion, being 

significantly above the target of TZS 129.1 billion by TZS 102 billion. The surge in recurrent 

expenditure was mainly driven by expenditure on goods, services and transfers, which amounted 

to TZS 172.5 billion compared with a target of TZS 75.9 billion. The over expenditure in March 

2004 was due to execution of previously allocated resources mainly for priority sectors. 

Expenditure on priority sectors for the quarter ending March 2004 amounted to TZS 97.4 billion, 

exceeding its target by TZS 21.3 billion, while expenditure on the remaining expenses under the 

category of goods and services was above the monthly target by TZS 75.9 billion. 
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Chart 14: Government Recurrent Expenditure in March 2004  
(In TZS billion) 
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During the review period, development expenditure, which amounted to TZS 64.2 billion, was 

below the target of TZS 79.4 billion due to undisbursed foreign loans and grants. On cumulative 

basis, development expenditure amounted to TZS 422.7 billion compared to a target of TZS 

587.9 billion.  

 

Financing 
 

During March 2004, the government registered an overall deficit, on cheques cleared, amounting 

to TZS 58.1 billion. Foreign and domestic borrowing amounting to TZS 3.5 billion and TZS 54.7 

billion, respectively, financed the deficit.  

 

External Sector Developments 
 

Trade Balance 
 

During March 2004, the trade account weakened by recording a deficit of USD 94.3 million 

compared to a deficit of USD 73.9 million in the previous month and USD 66.5 million recorded 
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in March 2003. Even on annual basis, the deficit widened significantly from USD 583.2 million 

in the year ending March 2003 to USD 1,001.9 million. 

 

The deterioration in the trade account during the year is attributed to the fact that there were 

more imports, particularly of food grains and petroleum products than in the previous year. As a 

result, the import bill for goods increased by 36.0 percent to USD 2,086.0 million, from USD 

1,538.0 million in the year ending March 2003 (Table 6). 

 
Table 6: Trade Account Balance (in USD million) 

  2004 %  March %  April - March %  

  Feb Mar Change 2003 2004p Change 2002/03 2003/04 Change 

Exports 150.4 143.0 -4.9 136.6 143.0 4.7 1,650.7 1,876.0 13.6 

  Goods 88.0 78.2 -11.1 71.5 78.2 9.3 954.0 1,174.3 23.1 

  Services 62.4 64.8 3.9 65.1 64.8 -0.4 696.7 701.8 0.7 

           

Imports 224.3 237.3 5.8 203.1 237.3 16.8 2,234.0 2,877.9 28.8 

 Goods 154.3 175.1 13.5 135.7 175.1 29.0 1,537.8 2,085.7 35.6 

 Services 69.9 62.2 -11.1 67.4 62.2 -7.7 696.2 792.2 13.8 

Trade Balance -73.9 -94.3 27.6 -66.5 -94.3 41.7 -583.2 -1001.9 71.8 

Note: p = Provisional data 

Source: Bank of Tanzania and Tanzania Revenue Authority 
 

Exports 
 

In March 2004, exports of goods decreased to USD 78.2 million from USD 88.0 million in the 

preceding month. However, when compared with the corresponding month last year, there was 

an improvement as exports of goods amounted to USD 71.5 million.  

 

On annual basis, exports increased to USD 1,174.3 million, from USD 954.0 million recorded in 

the year ending March 2003, following an increase in both traditional and non-traditional 

exports.  Non-traditional exports increased to USD 947.0 million in March 2004 from USD 

742.2 million recorded during the year ending March 2003, owing to significant increases in 

exports of gold, fish products and manufactured goods.  During the year under review, gold 

exports amounted to USD 551.8 million, accounting for 47.0 percent of goods exports, followed 
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by fish products that contributed USD 131.8 million or 11.2 percent and manufactured goods 

accounting for 9.3 percent equivalent to USD 107.2 million (Chart 15).  

 

Traditional exports amounted to USD 227.3 million, slightly higher than USD 211.8 registered 

during the year ending March 2003, as export value of all crops except tea increased. The major 

contributors were cashew earning USD 49.5 million followed by tobacco USD 48.4 million and 

cotton USD 42.1 million.  Exports of traditional crops together accounted for 19.4 percent of 

merchandise exports in the reporting year.  

 

Chart 15: Contribution to Goods Exports, Year Ending March 2004  
(In percent) 

 

 terms of the trend in the past four years, the contribution of traditional exports has been 

(Chart 16).  
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declining, from 39.7 percent of merchandise exports in the year ending March 2001 to 19.4 

percent in the year ending March 2004. The deterioration in the performance of traditional 

exports was due to declining export prices of most crops and export volumes.  On the other hand, 

the performance of non-traditional exports has been rising, particularly gold whose share to total 

exports increased from 20.2 percent in 2001 to 47.0 percent in the year ending March 2004 
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Chart 17: Contribution to Goods Exports, 2001-2004  
(In percent) 
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Imports 

rch 2004, import bill increased to USD 175.1 million from USD 154.3 million 

corded in the previous month and USD 135.7 million in the corresponding month a year 

 

During Ma

re

earlier. The increase was largely due to importation of petroleum products from 85,000 tons in 

February 2004 to about 130,200 tons. In the same period, imports of consumer goods also rose 

from USD 47.2 million to USD 69.2 million, out of which food imports (largely wheat, rice and 

maize), accounted for USD 34.3 million (Table 17). 
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Table 7: Tanzania Imports 

illion, 

e previous year.  The increase in imports stemmed from petroleum 

roducts, food items and fertilizers. During the year, imports of petroleum products increased to 

 

 

During the year ending March 2004, imports increased significantly to USD 2,085.7 m

from 1,538.1 million in th

p

USD 409.2 million from USD 182.6 million, while food items rose to USD 208.4 million from 

USD 132.0 million (Table 7).  It is noteworthy that the volume of imported fertilizers increased 

by about 61.0 percent, from 78,400 tons during the year ending March 2003 to 126,000 tons in 

the year ending March 2004.  
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Chart 17: Contribution to Total Imports for Year Ending March 2004 

Machinery
19%

Oil
20%

Fertilizer
1%

Industrial raw materials
11%

Food and foodstuffs
10%

Other consumer goods
20%

Transport equipment
11% Building and 

construction equipment
8%

 
 

Services and Income Accounts 
 

Services Account 

 
During the month under review, the services account improved to a surplus of USD 2.6 million 

from a deficit of USD 7.5 million recorded in February 2004 and a deficit of USD 2.3 million 

registered in the corresponding month a year earlier, following a decline in services payments.   

 

However, on annual basis, the services account worsened significantly to a deficit of USD 90.4 

million in March 2004, from a surplus of USD 0.6 million recorded in the previous year, mainly 

on account of increase in payments of freight and insurance associated with increase in imports 

as explained above.  
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Chart 18: Tanzania-Services Payments 
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On the other hand, services receipts increased to USD 701.8 million in the year ending March 

2004 from USD 696.7 million in the previous, following a significant increase in travel (mainly 

tourism) and communication receipts. Travel receipts, which is mainly from tourism picked up to 

USD 466.8 million from USD 452.1 million in the year ending March 2003. Over the past four 

the years, travel (tourism) dominated the services sector by accounting for more than 50 percent 

of services receipts.  
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Chart 19: Tanzania-Services Receipts 
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Income Account 
 

During March 2004, the income account improved to a surplus of USD 6.5 million, from a 

deficit of USD 0.2 million recorded in the previous month, following a rise in earnings from the 

BoT’s foreign investments. On annual basis, the income account deficit remained virtually 

unchanged at a deficit of USD 33.0 million in March 2004, as it was in March 2003.  

 

World Commodity Prices 
 

During the month under review, world commodity prices showed a mixed trend. Whilst prices 

for Robusta coffee, Tea and cotton declined, prices of Arabica coffee, sisal, cloves, crude oil 

and gold rose as shown in Table 8 below.   

 

The decline in Robusta price was largely due to a rise in coffee production in Vietnam, while that 

of cotton was largely attributed to expectations of a bumper crop in 2004/05 from USA and 

China. On the other hand, the increase in Arabica price was largely due to the expected low 

production in Brazil in 2004/05, while clove prices increased in anticipation for a fall in clove 

production in Indonesia and Madagascar in 2004. 
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With regard to crude oil, the prices increased above the OPEC’s upper target band of USD 28.0 

per barrel during the review period, largely due to the concerns following OPEC’s decision to cut 

production by 1.0 million barrels per day.  

 

Table 8:  World Commodity Prices 

COMMODITY UNITS Dec-03 Jan-04 Feb-04 Mar-04 % Change 

Coffee "Robusta" $ per KG 0.79 0.88 0.82 0.81 -1.22 

Coffee "Arabica" $ per KG 1.43 1.60 1.68 1.72 2.38 

Tea (Average price) $ per KG 1.57 1.54 1.56 1.53 -1.92 

Tea "Mombasa auction" $ per KG 1.59 1.63 1.65 1.61 -2.42 

Cotton  "A Index" $ per KG 1.62 1.67 1.63 1.59 -2.45 

Cotton  "Memphis" $ per KG 1.65 1.70 1.65 1.63 -1.21 

Sisal "UG" $ per metric ton 775.00 775.00 775.00 830.00 7.10 

Cloves $ per metric ton 1,775.00 1,867.00 1,895.00 2,962.50 56.33 

Crude oil* $ per barrel 29.97 31.37 31.33 33.67 7.47 

Crude oil** $ per barrel 27.86 28.68 28.40 30.46 7.25 

White products*** $ per ton 285.36 303.80 291.95 351.66 20.45 

Gold $ per troy ounce 407.00 413.80 404.90 406.70 0.44 

Note:     * Average of U. K. Brent, Dubai and West Texas Intl. 

             ** f.o.b. Dubai  

            *** Average of Premium gasoline, Gas oil and jet/kerosene, f.o.b. West Mediterranean 

Source: http://www.imf.org and http://worldbank.org/prospects,  
             World bank Public Ledger, Bloomberg Professional. 

 

National Debt Developments 
 
Total debt stock as at end March 2004, stood at USD 8,761.6 million, out of which USD 7,901.8 

million (90.2 percent) was external and USD 859.8 million (9.8 percent) was composed of 

domestic debt.  

 

External Debt  

 

Total external debt committed, as at end March 2004 was USD 8,161.6 million representing an 

increase of USD 38.3 million from USD 8,123.3 million recorded at end-February 2004. Out of 

the total amount committed, disbursed outstanding debt was USD 6,739.2 million, while the 
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remaining was still undisbursed debt. Between February and March 2004, interest arrears picked 

up by USD 36.6 million from USD 1,126.0 million to USD 1,162.6 million, whereas the debt 

stock increased by USD 76.8 million from USD 7,825.0 million to USD 7,901.8 million.  The 

stock of external debt went up mainly due to exchange rate fluctuations, new disbursements, 

recording of new loans, and accumulation of interest arrears on un-serviced loans. Actual 

disbursements during the month under review, amounted to USD 4.1 million, while debt service 

payments amounted to USD 8.4 million resulting into a net outflow of USD 4.3 million.  

 

Disbursed Outstanding Debt (DOD)  

As at end-March 2004, the profile of disbursed outstanding debt by creditor category shows that 

USD 4,594.4 million was owed to multilateral and USD 1,514.5 million to bilateral creditors. On 

the other hand, commercial debt amounted to USD 399.1 million, while debt owed to export 

creditors was USD 233.7 million. 

Chart 20: DOD by Credit Category at end-March 2004 
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In terms of borrower category, the Central Government remained the largest borrower with USD 

6,145.8 million or 91.2 percent of the total debt. The parastatal debts stood at USD 146.1 million 

or 2.2 percent, while private sector debt was USD 447.2 or 6.6 percent of the total debt.  

 
Chart 21: DOD by Borrower Category at end-March 2004 
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Debt by use of funds shows, the largest part of external debt was for balance of payment support 

amounting to USD 1,307.5 million. Transport sector accounted for USD 1,091.5 million, while 

agriculture and energy accounted for USD 976.9 million and USD 924.3 million, respectively. 

Industries held USD 350.9 million, education, USD 335.1 million, finance, USD 84.0 million and 

tourism USD 79.3, million of the debt. The remaining USD 1,589.7 million, was held by other 

economic and social activities including rural development, defence, water supply and drainage, 

fisheries, and computer technology. The shares of debt by use of funds are shown in Chart 22. 
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Chart 22: DOD by Use of Funds at end-March 2004 
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HIPC Debt Relief  

During the period under review, Tanzania received HIPC debt relief amounting to USD 8.5 

million. Of the total relief, USD 6.5 million was from International Development Association, 

USD 0.3 million from African Development Bank, USD 0.2 million from IFAD and USD 1.5 

from Nordic Trust Fund. During the same period, Japan offered partial HIPC relief amounting to 

USD 108.9 million under Paris Club VII arrangements. 

 

Debt Buyback Scheme 

The second and final closing of the Debt Buyback Scheme took place on March 31, 2004. Debt 

worth USD 43.8 million, made up of both principal and interest was cleared at a price of 12.0 

percent on a dollar of the principal amount tendered, which was USD 19.9 million. 

 

 

 

Bank of Tanzania 32



Domestic Public Debt 
 

Debt stock stood at TZS 953.0 billion at end-March 2004, representing an increase of 0.5 percent 

from TZS 948.1 billion registered at the end of February 2004. The modest increase in debt stock 

was mainly in Treasury bills.  

 

Debt by instruments shows that, the bulk of the domestic debt is in the form of government 

securities, equivalent to 98.3 percent of the total domestic debt. Of the total securities, Treasury 

bonds accounted for 58.8 percent and amounted to TZS 560.3 billion at end March 2004, while 

Treasury bills stood at 253.6 billion or 26.6 percent. 

 

Domestic Debt Stock by Creditor Category 

In March 2004, commercial banks continued to be the main creditors to the government, holding 

a stock of TZS 370.1 billion or 38.8 percent of the total domestic debt, followed by pension 

funds, which were owed TZS 299.7 billion or 31.4 percent and the Bank of Tanzania which 

accounted for TZS 217.6 billion or 22.8 percent. Non-bank financial institutions and insurance 

companies together were owed about USD 42.3 billion, equivalent to about 5 percent of the debt. 

The remaining portion was contributed by private and other official entities. 

 

Domestic Debt Service 
 

During the month under review, principal and interest amount that fell due for payment 

amounted to TZS 32.5 billion, out of which TZS 11.9 billion was interest and was paid out of 

government revenue. The remaining TZS 20.6 billion (63.3 percent) being principal was rolled 

over. The interest arrears on domestic debt was TZS 0.1 billion, the same level as reported in 

February 2004. 
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Other Economic Developments 
 
 
Food Supply Situation 
 

Following the onset of crop harvests in some parts of the country, food supply situation in the 

country improved slightly in March 2004.  Consequent to the improvement in food supply, 

average food prices in various market centers declined compared to previous months. The 

average wholesale prices of maize fell to TZS 25,816 in March 2004, from TZS 25,957 per 100 

kgs in February 2004, while that of sorghum fell to TZS 27,664 from TZS 29,685 per 100 kgs. 

Similarly, average wholesale price of beans declined significantly from TZS 39,870 to TZS 

36,824 per 100kgs, while that of potatoes dropped to TZS 21,248 from TZS 22,445 per 100kgs. 

 
Table 9: National average Wholesale Prices for Selected Food Items 
                                                                                                                   TZS per 100 Kgs  
  2003 2004 % Change % Change 

Crop March Aug Sep Oct Nov Dec 

 

Jan 

 

Feb 

 

March March 03-March 04 Feb 04-March 04 

Maize 13,028 17,215 17,323 17,713 18,678 21,804 25,260 25,957 25,816 98 -0.5 

Rice 32,101 36,999 39,913 42,196 43,566 45,590 50,635 54,761 56,008 74 2.3 

Beans 35,921 39,112 40,393 41,485 41,759 42,395 41,878 39,870 36,824 3 -7.6 

Sorghum 14,796 18,726 19,572 21,076 22,600 25,722 27,892 29,685 27,664 87 -6.8 

Potatoes 18,431 19,424 18,130 20,706 23,450 25,249 25,295 22,445 21,248 15 -5.3 

Source: Ministry of Agriculture and Food Security 

 

Strategic Grain Reserve (SGR) and Private Traders’ Stocks 
 

The SGR stock stood at 22,903 tons at end-March 2004, slightly lower than 23,791 tons recorded 

at the end of the preceding month, owing to the release of food to areas experiencing shortage. 

Thus, between July 2003 and March 2004, the SGR department had released 52,155 tons of food 

grains (Table 10).  

 

It is noteworthy that as at end-March 2004, food grains held by private traders amounted to 

111,711 tons, of which, 26,771 tons were maize, 27,322 tons rice and 57,618 tons of wheat. 

Consequently, food grains stocks by private traders together with the SGR stock amounted to 
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134,614 tons by end-March 2004. It is expected that food supply situation will improve as 

harvesting continue to step up.  

 
Table 10: SGR Stocks, Tons 

 2000 2001 2002 2003 2004
% Change 
 2003-04 

January 105,665 78,967 60,503 59,961 35,342 -41 

February 103,305 72,000 58,254 59,493 23,791 -60 

March 101,496 63,022 56,738 58,976 22,903 -61 

April 96,326 51,435 52,228 54,118   

May 82,119 44,776 48,653 52,857   

June 72,000 47,225 47,100 51,060   

July 63,976 46,290 44,787 50,661   

August 70,352 48,998 41,795 52,681   

September 95,000 59,047 57,500 61,364   

October 88,474 58,000 62,700 59,379   

November 89,882 62,388 61,773 52,054   

December 78,967 62,788 58,395 41,649   
Source: Food Security Department and BOT computations 

 
 
Economic Developments in Zanzibar 
 

Government Budgetary Developments 
 
During March 2004, Zanzibar Government budgetary performance on cheques issued recorded a 

deficit before grants amounting to TZS 0.1 billion. After considering grants amounting to TZS 

1.0 billion, the budget recorded a surplus of TZS 0.9 billion.  

 

Revenue Performance 
 

Total revenue collected in March 2004 amounted to TZS 5.1 billion, against the target of TZS 

5.7 billion, thus recoding a shortfall of about TZS 600 million. Tax revenue amounted to TZS 4.7 

billion, while non-tax revenue was TZS 0.4 billion. 

 

During the month, all revenue sources performed below their targets except taxes on local goods 

and non-tax revenue (Chart 23).  
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Chart 23: Revenue Performance in March 2004 
 (In TZS million) 
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Expenditure 
 

During March 2004, total government expenditure amounted to TZS 5.1 billion against the 

ceiling of TZS 5.0 billion. Recurrent expenditure amounted to TZS 5.0 billion, out of which 

wages and salaries amounted to TZS 4.4 billion.  

 

During the month, development expenditure amounted to only TZS 50 million against the target 

of TZS 100 million, largely due to insufficient domestic resources. During July 2003-March 

2004, government expenditure amounted to TZS 46.6 billion, accounting for 91.5 percent of the 

planned TZS 50.9 billion. 
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Chart 24: Government Expenditure in March 2004 
(In TZS billion) 

4,376

100
565

4,377

100
700

Wages and Salaries Development Expenditure Other Expenditure

Targets Actuals

    

 
 

Financing  
 

During March 2004, the Government expenditure was financed through internal resources and 

Union grants. 

 

Trade Developments 
 

Trade balance 
 

During the March 2004, the trade account deteriorated by recording a deficit of USD 6.3 million, 

compared with a surplus of USD 2.2 million for February 2004, as imports increased while 

exports declined. 

 

Exports 
 

During the month, exports of goods and services declined to USD 4.5 million from USD 6.9 

million in February 2004, following exports of cloves from USD 2.5 million to USD 0.2 million 

as cloves were off season.  However, exports of seaweeds increased slightly to USD 0.2 million 
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from USD 0.1 million recorded in February 2004.  It is important to note that export of services 

amounted to USD 4.1 million out of total export earnings of USD 4.5 million.  

 

Imports 
 

In March 2004, total imports increased significantly to USD 8.9 million from USD 2.2 million 

recorded in previous month. The increase was mainly associated with consumer goods, which 

rose from USD 0.6 million to USD 5.4 million, of which, food items accounted for USD 4.3 

million. Importation of intermediate goods rose from USD 0.7 million to USD 1.8 million, due 

to increase in imports of oil and industrial raw materials.  Importation of capital goods also 

increased from USD 0.9 million in February 2004 to USD 1.7 million, mainly to cater for the 

ongoing rehabilitation of schools, roads and other construction projects.  

 

Services Account 
 

During March 2004, the services account recorded a surplus of USD 1.3 million, compared to a 

surplus of USD 1.6 million in the previous month. Specifically, service receipts amounted to 

USD 4.1 million, while payments was USD 2.8 million. 

 

Zanzibar Debt Developments 

 

Overview 
 

For the month end March 2004, total debt stock (external and domestic) for Zanzibar amounted 

to TZS 113.0 billion or USD 101.8 million. Out of the total debt, domestic debt amounted to 

TZS 44.8 billion or 39.6 percent, while external debt amounted to TZS 68.2 billion, representing 

60.4 percent of the total debt.  
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Domestic Debt 
 

In the review period, domestic debt declined by2.2 percent to TZS 44.8 billion from TZS 45.8 

billion recorded in February 2004. The decrease was associated with servicing of the matured 

treasury bills and payment of pension arrears.  

 

Domestic Debt - By Creditor 
The debt profile show that claims from Other Creditors claims was the largest amounting to TZS 

15.8 billion or 35.3 percent of the total domestic debt. The Union Government maintained to be 

the second largest creditor with claims amounting to TZS 13.6 billion or 30.4 percent of total 

domestic debt. The third creditor was the People’s Bank of Zanzibar (PBZ) claims TZS 10.6 

billion or 23.7 percent of total debt.  Zanzibar State Trading Corporation (ZSTC) and Zanzibar 

Port Authority (ZPC) claims remained at TZS 4.1 or 9.1 percent; and TZS 0.7 billion or 1.5 
percent, respectively.  

 
Chart 25: Domestic Debt by Creditor at end-March 2004 
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Domestic debt by maturity 
 

During the month under review, debt with maturity ranging between 1-2 years amounted to TZS 

3.6 billion, representing 8.0 percent of the total domestic debt. Debt maturing between 2-5 years 

amounted to TZS 11.3 billion or 25.3 percent of total domestic debt, while debts with 

“Undetermined maturity” (mainly pensioners claims) amounted to TZS 29.9 billion, representing 

percent 66.7 percent of total domestic debt.  

 

External Debt 
 

As at end of March 2004, the Zanzibar Government’s external debt position stood at USD 61.4 

million from USD 61.0 million recorded in February 2004. The marginal increase was mainly 

associated with new OPEC disbursements towards the ongoing schools rehabilitation and roads 

construction projects.  

 

External Debt by Creditor Category 
 

As at end-March, 2004 the Zanzibar external debt by creditor shows that multilateral creditors 

continued to dominate, amounting to USD 46.7 million and accounting for 76.0 percent of total 

external debt. Bilateral creditors debt remained at USD 7.2 million as recorded in February 2004, 

representing 11.8 percent of total external debt. Commercial creditors claims stood at USD 0.3 

million or 0.6 percent of total external debt. “Other creditors” claims amounted to TZS 7.2 

million, representing 11.7 percent of total external debt. 
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Chart 26: External Debt by Creditors at end-March 2004 
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External Debt by Maturity 
 

Analysis of external debt by maturity reveals that, debts maturing between 5-10 years stood at 

USD 6.1 million, representing 10.0 percent of total external debt, while debt maturing between 

10-20 years amounted to USD 13.2 million or 21.5 percent. Debt with maturity above 20 years 

stood at USD 43.1 million, accounting for 68.5 percent of total external debt. 

 

External debt by Use of Funds 
 

The profile shows that as at end March 2004, energy sector held the largest debt amounting to 

USD 17.6 million or 28.7 percent, followed by social welfare & education that held USD 12.2 

million representing 19.9 percent of total external debt. Agriculture and industries absorbed USD 

17.5 million or 28.4 percent, while transport and telecommunication sectors held USD 6.8 or 

11.1 percent of total external debt. The remaining outstanding debt of USD 7.3 million or 11.7 

percent was held by other sectors including finance & insurance. 
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Chart 27: External Debt by Use of Funds at end-March 2004 
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GLOSSARY 
 
Average Rate of Inflation 
This is calculated as the average of the inflation rates during the fiscal year, or the calendar year. 
 
Non-Food Inflation Rate 
This is a measure of price movements caused by factors other than food prices. It is an important 
measure, which provides better indication of the effectiveness of monetary policy on inflation 
since price movements in these items are caused largely by monetary policy. 
 
Seasonally Adjusted Indicators 
Seasonal movements or seasonal variations, refer to identical, or almost identical, patterns, which 
a time series appears to follow during corresponding months (quarters) of successive years. Such 
movements are due to recurring events, which take place annually, as for example, the harvest 
season. Seasonally adjusted indicators show the impact of non-seasonal influences on a time 
series. 
 
Base Money, Monetary Base, or Reserve Money (M0) 
The Central Bank’s liabilities in the form of: (1) currency in circulation outside the BoT, and (2) 
deposit money banks’ deposits with the BoT are referred to as Base money, or reserve money. 
 
Money Supply, M 
The sum of currency in circulation outside the banks and deposits 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). 
 
Narrow Money, M1 
Consists of currency in circulation outside banks and demand deposits. 
 
Broad Money, M2  
Is equivalent to narrow money (M1) plus time deposits and savings deposits. 
 
Extended Broad Money, M3 
Consists of broad money (M2) plus foreign currency deposits. 
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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 BoT 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. 
 
International Reserves, or Reserve Assets 
Consist external assets that are readily available to and controlled by the BoT for direct financing 
of balance of payments imbalances, for indirectly regulating the magnitude of such imbalances 
through intervention in exchange markets to affect the currency exchange rate, and/or for other 
purposes.  Included are monetary gold, Special Drawing Rights (SDRs), reserve position in the 
Fund, foreign exchange assets (consisting of currency, deposits, and securities), and other claims. 
 
Reserve Money Program 
It is an operational framework used by the BoT to achieve money supply growth targets, through 
monitoring reserve money, which is the operational variable. 
 
Reserve Requirement 
These are balances which deposit money banks are required to hold as a specified percentage of 
their liabilities (minimum reserve ratio) arising from demand deposits, savings deposits, time 
deposits, and foreign currency deposits, as well as from short-and medium-term borrowing.   
 
Repurchase Agreement (Repo) 
These are agreements to purchase/sale by the BoT government 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. The BoT 
introduced Repo operations in July 1997. This new monetary policy instrument has enhanced the 
efficacy of monetary policy, since it can be applied in a flexible manner depending on short-term 
liquidity developments in the economy. 
 
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 percent per annum.  
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Exchange Rate 
This is the price at which one currency can be purchased with another currency, e.g. TZS per 
USD. 
 
Nominal Exchange Rate 
It is the price at which actual transactions in foreign exchange markets occur. 
 
Nominal Effective Exchange Rate (NEER) 
This is the measure of the value of a currency against a weighted average of several foreign 
currencies, usually from the main trading partners.  The NEER is often expressed as an index of 
the change in the exchange rate, relative to some base period. 
 
Real Effective Exchange Rate 
It is the nominal exchange rate index divided by measures of relative price change or other 
measures of relative competitiveness. Under this approach, Consumer Price Indices (CPI) of our 
main trading partners relative to Tanzania’s CPI are used to construct relative prices. The REER 
is commonly used as a general analytical tool for measuring relative over-valuation or under-
valuation of a currency. 
 
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 government 
securities as collateral, mainly Treasury bills. The facility is used to meet overnight liquidity 
needs of commercial banks.  
 
Lombard Rate 
This is the rate payable for the use of the Lombard Facility, which is also used as signaling 
mechanism for the Bank of Tanzania’s monetary policy stance. The rate is based on prevailing 
discount, repo or interbank rates, depending on whichever is higher. 
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