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Inflation
Developments 
Annual headline inflation stabilized at 4.0 percent for

two consecutive months since April 2005. This devel-

opment was a result of a drop in prices of non- food

items. On a month-to-month basis, the inflation

declined by 0.5 percent between April and May 2005,

on account of a general slowdown in prices during the

month.

Annual food inflation reversed its downward trend,

which started in January 2005, rising to 5.0 percent in

May 2005.  Following the onset of harvest season price

declines were observed in various foodstuffs including

maize, rice, potatoes, vegetables and fruits, thus

decelerating the month-to-month food inflation. 

On year to year, non-food inflation eased from 3.9 per-

cent in April 2005 to 3.0 percent in May 2005, despite

the increase in prices of oil products and domestic

power tariffs during the period of review. 

Items whose prices declined significantly and thus

dampening the impact of the increase in energy prices

included clothing, footwear, furniture and rent. 

Table 1: Tanzania: Percentage Change in
Sub-groups of Consumer Price
Index (All Urban)

Base: 2001=100

Food Supply Situation 

Food supply in the country remained satisfactory fol-
lowing good harvest of food crops in the current sea-
son, although pockets of food deficits still exist in few
regions that received inadequate rains. Preliminary
field survey conducted by the Ministry of Agriculture
and Food Security in May 2005 estimated food pro-
duction at 9.8 million tons in 2004/05, compared with
9.0 million tons in the previous season.  Cereal produc-
tion was estimated at 5.4 million tons compared with
4.9 million tons in the previous season. The improve-
ment in cereal production reduced pressure on cereal
prices (Table 2).  

Table 2: Wholesale Prices for Selected
Food Items

TZS per 100 Kg

To address the deficit, the government released 1,439
tons of maize to the market from SGR in May 2005,
thus reducing the stock to 113,823 tons. Also, private
traders sold 35,000 tons out of 152,158 tons held at
end April 2005. During the month, food imports
amounted to 60,576 tons compared with 14,951 tons in
April 2005. Wheat accounted for 98 percent (59,545
tons) of the total food imports. 

Table 3: Tanzania: Strategic Grain
Reserve Stock 

Tons

Source: Ministry of Agriculture and Food Security

Source: National Bureau of Statistics (NBS)

Source: Food Security Department and BOT computation
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Monetary
and Financial
Developments
Money supply

Extended broad money supply (M3) expanded by 23.6
percent in the year ended May 2005 following a sharp
increase in currency in circulation and deposits in
commercial banks (Chart 1).   For the month of May
2005, M3 rose by TZS 27.7 billion to TZS 3,111.4 bil-
lion. The main factors behind the monetary expansion
during the month included increased government
spending on priority sectors, private sector borrowing,
and the depreciation of the Tanzania shilling following
an upward valuation of foreign currency deposits. 

Nonetheless, the increase in liquidity was dampened
by the contraction in the net foreign assets of the bank-
ing system (Table 4). 

Chart 1: Annual Growth Rates of Monetary
Aggregates

Credit to private sector 

Private sector credit remained robust, growing at more

than 30 percent. Over 45 percent of commercial

banks’ deposits were transformed into loans and

advances. During the month, commercial banks

extended loans to the tune of TZS 31 billion to the pri-

vate sector. By end May 2005, the outstanding credit

to the sector was TZS 1,182 billion, which represented

38 percent of total money supply. Credit to the private

sector was mostly directed to tourism and manufactur-

ing activities.

Table 4: Tanzania: Selected Money Supply
Component

Interest Rates

Although interest rates on Treasury bills declined in line
with excess liquidity in the economy during the month,
interest rates on deposits remained almost unchanged
(Table 5a).  Savings rates ranged between 2.6 percent
and 5 percent, while 12-month deposit rate was
between 4 percent and 11 percent. Short-term
deposits of 3-month and 6-month earned interest
between 2.5 percent and 10 percent. 

Despite the excess liquidity in the economy during the
month, average lending rate remained around 15 per-
cent, although few banks charged as low as 8 percent. 

Table 5a: Tanzania: Interest Rate Structure
Percent per annum

Source: Bank of Tanzania

Source: Bank of Tanzania and commercial banks
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Financial Markets
Operations

The demand  for Treasury bills during May 2005 was

strong as bids at TZS 275.6 billion exceeded the

amount offered. Owing to the high demand, interest

rates declined from 8.64 percent in the previous month

to an average of 8.46 percent. Demand for Treasury

bonds was however lower in May 2005 compared with

the previous month. Bids worth TZS 10.4 billion were

received against the previous TZS 12.6 billion. Out of

the total bids in May 2005, only TZS 7.9 billion was

accepted.

Due to the excess liquidity, the Bank of Tanzania con-

ducted repurchase agreements of between 7 and 14

days amounting to TZS 79 billion during the month to

supplement sale of Treasury bills and bonds in the

conduct of its monetary policy. 

Table 5b: Treasury Bills Interest Rates
Percent per annum

Foreign Exchange Market
Operations

The volume traded in the inter-bank foreign exchange
market surged from USD 14.7 million in April 2005 to
USD 56.4 million in May 2005 (Table 6).  The Bank of
Tanzania sold USD 12.0 million to bridge the supply
gap. The exchange rate of the shilling moved in tan-
dem with the increase in demand for foreign
exchange, from TZS 1,115.3 to TZS 1,116.5 per US
dollar.   

Transactions in the bureaux de change picked up by

18 percent during the month to USD 70 million. The

buying rate hovered around TZS 1,110 per US dollar,

and the selling rate at around TZS 1,128 per US dollar.

Table 6: Foreign Exchange Market
Developments         

Government
Budgetary
Operations
During the month of May 2005, government budgetary

operations recorded a deficit of TZS 132.9 billion.

Domestic revenue plus grants amounted to TZS 155.1

billion, whilst expenditure amounted to TZS 288 billion.

To finance this deficit, the government borrowed TZS

99.8 billion from the domestic market and the balance

from external sources.

Government revenue collection in May 2005 was TZS

137 billion, being short of the target by TZS 5.9 billion.

Tax collections on local goods were on target, where-

as import and income taxes under-performed mainly

due to delays in collection (Chart 2). Between July

2004 and May 2005, revenue collection summed to

TZS 1,591 billion, exceeding the anticipated amount

by TZS 20.7 billion. 

Source: Bank of Tanzania

Note* Millions of USD, **Tanzania Shillings (TZS) per US dollar
Sources: Bank of Tanzania
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Chart 2:  Government Revenue Performance
in May 2005

TZS Billions

Recurrent payments amounted to TZS 191.5 billion,

against the target of TZS 222.1 billion.  Interest pay-

ments amounted to TZS 12.2 billion as projected.

Interest payment on maturing treasury bonds and bills

was TZS 9 billion and the balance was paid on exter-

nal debt. Expenditure on priority sectors was TZS 52.2

billion for the month, out of the quarterly allocation of

TZS 79.9 billion. During the month, the government

spent TZS 53.3 billion on development projects. 

Cumulative government expenditure from July 2004

amounted to TZS 2,814.5 billion. Foreign resources to

finance development projects amounted to TZS 786.7

billion. Domestic expenditure on priority sectors was

TZS 369.5 billion, out of which education sector

received TZS 124.7 billion. Health and roads were allo-

cated TZS 92.5 billion and TZS 72.7 billion, respectively. 

Chart 3: Expenditure on Priority Sectors,
July 2004 to May 2005 

External Sector
Performance
In May 2005, the current account deficit widened to

USD 71.4 million from USD 29.6 million recorded in the

previous month, mainly because of a rise in imports of

goods and increased service payments. 

On a year-to-year basis, the growth in exports and offi-

cial transfers resulted in an improvement in the current

account relative to the previous year. A deficit of USD

350.2 million was recorded in the year to May 2005,

compared with a deficit of USD 448.6 million recorded

in the previous year.

Table 7: Tanzania: Current Account Balance

Million of USD

Exports 

Reflecting the seasonal pattern of export crops, the

value of traditional exports dropped from USD 44 mil-

lion in December 2004, to USD 12.5 million in April and

down to USD 7.9 million in May 2005.

During the year ending May 2005, the value of export

crops went up by 46 percent to USD 321.7 million, with

coffee and cotton accounting for more than 50 percent

of the earnings. The impressive performance was a

Note:  p = Provisional, R= Revised
Source: Bank of Tanzania 
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result of a recovery in export volumes, especially those

of cotton, which more than doubled to earn USD 89

million, and coffee, which increased by 34 percent in

volume fetching USD 71 million. 

Besides the increase in export volumes, there was a

strong improvement in export prices of all crops during

the year, save for tea. Major improvements were

recorded in the cases of cloves, cashews and coffee.

Clove prices shot up by 80 percent to USD 3,068 per

ton, while that of cashews by 36 percent to USD 861

and coffee by 28 percent to USD 1,482. 

The increase in clove prices was partly attributed to low

supply in the world market, following a decline in pro-

duction in Madagascar, one of the leading clove pro-

ducers in the world. Despite the increase in price, for-

eign exchange earnings from cloves were lower than in

the previous year owing to a sharp decline in volume.  

Chart 4: Tanzania: Exports of Goods and
Services

Million of USD

Exports of minerals, manufactured goods, fish and hor-

ticultural products increased during the month. A total

of USD 82 million was exported, compared with USD

78 million in the same month of the preceding year.

During the year ending May 2005, the value of these

exports went up by 17 percent to USD 1,109 million.

There was also a notable improvement in exports of

textile apparels, oil seeds, cereals, cocoa and animal

hides. 

Earnings from services stood at USD 96 million in May,

up from USD 79 million in the previous month, mainly

on account of increased travel inflows. On a year-to-

year basis, services receipts increased to USD 1,005

million from USD 731 million of the previous year. 

Chart 5: Tanzania: Service Receipts

Millions of USD

Imports 

During the month under review, merchandize imports

increased by 12 percent from the previous month to

USD 155 million, reflecting mainly increases in food

imports which more than doubled to USD 17 million

(Table 8). Imports of wheat accounted for about 67

percent of food imports during the month.  A total of

59,545 tons of wheat were imported in May as com-

pared to 14,573 tons in April 2005. 

During the year under review, the import bill went up

by about 20 percent to USD 3,375 million. Importation

of building and construction equipment increased by

nearly 30 percent in line with the expansion in con-

struction activities.  Imports of machinery increased by

30 percent, depicting expansion in economic activi-

ties, especially in the mining, manufacturing and

telecommunications sectors.  

Imports of intermediate goods declined, with the

exception of fertilizers. The volume of fertilizers imports

during the year more than doubled to USD 65 million,

reflecting the positive impact of subsidy on fertilizers. 
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Table 8: Tanzania imports
Millions of USD

Chart 6:  Tanzania: Merchandised Imports:
2001-2005

Millions of USD

Freight and other cargo related payments went up sig-

nificantly, following the increase in imports during the

month as reported earlier.   As a result, total service

payments rose by 18 percent to USD 108.5 million in

May 2005. For the whole year, services payments

increased by 41 percent to USD 1,070 million. 

Chart 7: Tanzania: Service Payments, 2002 – 2005

Millions of USD

World Commodity 
Prices 

During the month, most commodity prices declined

from previous month levels. Price of Arabica coffee

decreased slightly, while those of Robusta coffee

showed improvement, largely following expectations of

low supply from Vietnam. Prices of tea dropped during

the month, due to increases in supplies from India, Sri

Lanka and Kenya. Prices of cotton declined due to

import restrictions on Chinese textiles to the United

States, thus pushing down the demand for cotton. 

Prices of petroleum products which have been rising

in recent months, eased slightly in May 2005, mainly due

to the increase in the U.S. oil inventories.  Gold prices

were negatively affected by the appreciation of U.S dol-

lar against other major currencies during the month.

Table 9: World Commodity Prices
Value in USD

Source: Bank of Tanzania and Tanzania Revenue Authority

Note:  p = provisional data

Note:  Various Trade Publications
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National Debt
National debt, external and domestic, increased by

USD 70.5 million in May 2005 reaching a stock of USD

9,209.4 million at end of the month. Accumulation of

interest arrears and variations in exchange rate

between various currencies in which the external debt

is denominated, were the main factors behind the

increase. Domestic debt increased due to issuance of

new special bonds and Treasury bills. 

External Debt 

By end May 2005, committed external debt had

reached USD 8,507.8 million, out of which USD

6,955.5 was disbursed. Total debt stock comprising

the disbursed amount plus interest arrears stood at

USD 8,275.8 million at end May 2005. Of the total debt,

multilateral accounted for around 68 percent, bilateral

around 22 percent, while the remaining portion was

owed to commercial and export creditors.

New concessional loans were contracted to finance

expenditure in social sectors, particularly education

and health. As a result, the share of debt contracted for

these sectors increased from 5.0 percent at the end of

June 2004 to around 9 percent by May 2005.  Debt

service during the month was USD 9.4 million. 

Debt Relief 
During the month under review, HIPC debt relief

amounted to USD 6.6 million, out of which, IDA provid-

ed USD 4.9 million, and IMF - USD 1.6 million.  By end

May 2005, total debt relief received from multilateral

creditors amounted to USD 363.6 million, while debt

relief from Paris Club creditors was USD 858.7 million. 

Domestic Debt
During the month under review, domestic debt stock

increased by TZS 19.8 billion to TZS 1,049.2 billion

from April stock position. More than 85 percent of the

debt stock was in the form of treasury bills and bonds.

Composition of domestic debt by creditor category

was as follows: commercial banks 39 percent, pension

funds 35 percent, and the Bank of Tanzania 19.5 per-

cent. Domestic debt service during the month amount-

ed to TZS 3.2 billion.

Zanzibar
Economy
Budgetary Operations 

During May 2005, Zanzibar government budgetary

operations recorded an overall deficit of TZS 2.6 billion

before grants. However, after considering grants

amounting to TZS 1.8 billion, the deficit narrowed to

TZS 0.9 billion. 

Revenue collection during the month was TZS 4.1 bil-

lion, against the target of TZS 4.7 billion. The low

monthly collection was partly a seasonal reflection of

tourism activities. Collection from tax sources amount-

ed to TZS 3.8 billion, against the target of TZS 4.3 bil-

lion, while non-tax revenue was TZS 0.3 billion (Chart

8). Cumulatively revenue collection from July 2004,

amounted to TZS 54.0 billion, exceeding the target of

TZS 52.4 billion.  

Chart 8: Government Revenue in May 2005 

TZS Million
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Government expenditure during the month was on tar-

get at TZS 6.7 billion. Recurrent expenditure amounted

to TZS 6.6 billion, and development expenditure of TZS

100 million (excluding donor resources) (Chart 9).

From July 2004 to May 2005, the government had spent

TZS 68.5 billion, out of the projected TZS 70 billion. 

Chart 9: Government Expenditure in May 2005 

Millions of TZS

National Debt

Zanzibar debt stock stood at USD 162.8 million at end

of May 2005. In Tanzania Shilling terms, the debt

increased marginally from TZS 180.5 billion in April to

TZS 182.9 billion, due to exchange rate variations.

External debt accounted for about 65 percent of the

total debt. 

External Debt

Zanzibar’s external debt was USD 106.8 million at end
May 2005. Multilateral debt amounted to USD 62.6 mil-
lion, representing 59 percent of total external debt.
Export credit was USD 25.4 million, while commercial
debt stood at USD 14.2 million. Bilateral creditors’
claims amounted to USD 4.5 million. 

The major portion of the external debt (USD 58.5 mil-
lion) matures in more than 20 years, while that matur-
ing in 10 to 20 years was USD 5.3 million and that with-
in 5 to 10 years was USD 42.9 million.  The sectors that
benefited from the loans are as shown in Chart 10. 

Chart 10: External debt by Beneficiaries at
End May 2005

Domestic Debt

During the review period, domestic debt increased

slightly to TZS 62.9 billion, from TZS 62.5 billion at end

April 2005, mainly due to accumulation of pension

arrears and suppliers’ claims. The composition of

domestic debt shows that, long-term loans and gov-

ernment stocks together amounted to TZS 16.9 billion,

treasury bills and bonds amounted to TZS 8.6 billion,

while other debts stood at TZS 37.4 billion. 

External Sector
Performance

Zanzibar trade deficit narrowed to USD 4.2 million in

May, from USD 4.8 million in the preceding month. On

annual basis, the trade deficit deteriorated to USD 45.8

million from USD 41.3 million recorded during the cor-

responding period in 2004, following the increase in

imports and lower export earnings (Table 10).  

Table 10: Zanzibar: Trade Balance  
Millions of USD

Source: Tanzania Revenue Authority.
P = Provisional 
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Exports 

Export earnings increased from USD 4.8 million in April

2005 to USD 7.7 million during the month. The remark-

able improvement was mainly on account of increase

in receipts from tourist-related activities, which

accounted for about 93 percent of total earnings.  

For the year ending May 2005, exports were USD 65.6

million, compared with USD 51.3 million in the previous

year. The main contributors to the outturn were servic-

es receipts and cloves, which earned USD 56.5 million

and USD 6.2 million, respectively.

Imports

Zanzibar imported slightly less in May 2005 as com-

pared to the previous month. However, for the whole

year, imports increased significantly to USD 79 million

from USD 64.6 million in the previous year.  The main

cause of the increase was the hike in world oil prices. 

In May 2005, the services account recorded a surplus

of USD 1.6 million. The account registered a remark-

able surplus of USD 24.2 million in the year to May

2005, compared with USD 10.2 million recorded in the

preceding year. The higher performance was mainly

attributed to a strong growth of activities in tourism in

response to the increased tourism promotion by the

government and the other stakeholders. 

Table 11: Zanzibar Imports 
Millions of USD

Source: Tanzania Revenue Authority
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GLOSSARY

Average Inflation Rate

This is calculated as the average of the inflation

rates during the fiscal or calendar year

Currency in Circulation Outside Banks

Notes and coins accepted as legal tender in the

domestic economy, excluding amounts held by the

banking system.

Discount Rate

The rate of interest charged by the Bank of

Tanzania on loans it extends to deposit money

banks (DMBs) and government overdraft. It is de-

rived 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 pur-

chased with another currency, e.g. TZS per US dol-

lar.

Lombard Facility

It is an overnight loan to enable commercial banks

to borrow at their own discretion, through pledging

of eligible government securities as collateral. 

Money Supply, M

The sum of currency in circulation outside banks

and deposits of deposit money banks, are defined

in various concepts of money supply in the narrow-

er 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.

Underlying Inflation Rate

Also referred to as non-food inflation is a measure of

price movements caused by factors other than food

prices. 

Repurchase Agreement (REPO)

These are agreements to sell government securities

by the BOT to financial institutions at agreed rate for a

specified period, with an understanding that the finan-

cial institutions will sell back the securities at the end

of the period, and vice versa. 

Reserve Money (M0)

The Central Bank’s liabilities in the form of: (1) curren-

cy in circulation outside the Bank of Tanzania and (2)

DMBs’ deposits with the BOT.  

Weighted Annualised Yields of Treasury Bills 

This is the average yield of Treasury bills, which is

weighted by the volume sold, expressed in percent-

age per year.
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