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Annual headline inflation eased to 4.0 percent in April
2005 from 4.1 percent recorded in the preceding month.
On month-to-month basis, however the general price
level increased by 0.4 percent between March and April
2005 as prices of some consumer items went up. 

Reflecting an improvement in domestic food supply in
the year under review, annual food inflation slowed
down to 4.3 percent in April 2005 from 4.9 percent in
the previous month. However, food inflation on a
month-to-month basis increased slightly due to a sea-
sonal rise in the prices of food items such as rice,
beans, groundnuts and vegetables.

Increases in the prices of petroleum products exerted
pressure on almost all consumer prices. As a result,
annual non-food inflation rose to 3.9 percent during the
year ending April 2005. The most affected subgroups
by oil price changes are transportation, fuel, and
power, which recorded annual price increase of 6.9
percent and 6.8 percent, respectively, being the high-
est in the recent years. The appreciation of the
exchange rate during the month helped to dampen
inflationary pressure on imported consumer items. As
such, month-to-month non-food inflation increased
only slightly by 0.2 percentage points.

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

(Base: 2001=100)

Chart 1: Tanzania: Headline, Food and Non-
food Inflation Rates

Food Supply Situation 

Food supply continues to be satisfactory in most parts

of the country, although pockets of food shortages still

exist in some areas of Arusha, Manyara, Kilimanjaro,

Tanga and Coast regions. In redressing the situation,

the government beefed up its strategic grain reserves

from 114,760 tons in March to 115,262 tons by end

April 2005. 

The government also distributed subsidized maize,

thus dampening inflationary pressures emanating from

food prices. Reflecting the improved food harvest in

the current season, wholesale prices for food grains

eased in April 2005 (Table 2), with expectations of a

further decline in the coming months. 

Table 2: Tanzania: Average Wholesale Prices
for Selected Food Items

(TZS per 100 Kg)

Inflation 
Inflation eases 
in April 2005
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Table 3: Tanzania: Strategic Grain Reserve
(SGR) Stock

(Tons)

Monetary and
Financial
Developments

Money Supply

During the year ending April 2005, the pace of mone-

tary growth hastened as the economy continued to

expand. Extended broad money supply (M3) grew by

25.9 percent compared with the growth of 17.2 percent

recorded in the year ending April 2004. 

The growth of broad money supply (M2) accelerated

to 28.9 percent from 15.5 percent recorded in the cor-

responding period of previous year (Chart 2). 

The expansion in money supply during the review peri-

od mainly emanated from high demand for money to

match the expanding economic activities, particularly

in the agricultural sector, as well as poverty reduction

initiatives of the government.  

However, on month-to-month basis, M3 declined by

1.3 percent, largely due to draw down in foreign cur-

rency deposits at commercial banks mainly to finance

importation of goods and services. 

Chart 2: Tanzania: Annual Growth Rates of
Monetary Aggregates

Credit to private sector

During the month of April 2005, the banking system

extended loans amounting to TZS 68.0 billion, out of

which credit to the private sector was TZS 4.0 billion.

The remaining TZS 64.0 billion represented net claims

to the government in the form of a draw down in its

deposits at banks by TZS 61 billion and increase in

government securities (Table 4). 

On annual basis, growth of credit to the private sector

remained strong at 33.9 percent. The share of private

sector credit to total deposits of the commercial banks,

which also measures the degree of financial intermedi-

ation, improved from 42.6 percent in April 2004 to 44.6

percent in April 2005.

Table 4: Tanzania: Selected Money Supply
Components

(Billions of TZS)
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Interest Rates

Despite the rise in interest rates on Treasury bills,

owing to tight monetary policy to curb the impact of

excess liquidity in the economy, commercial banks

rates did not move in tandem. While average time

deposit rate moved downwards from 4.6 percent to 4.5

percent, average savings deposits rate remained at

2.6 percent (Table 5). 

However, few banks with limited liquidity offered inter-

est rates up to 5 percent on savings and 10 percent on

time deposits to expand their deposit base.  During the

month, average lending rates remained at around 15

percent, although some banks offered loans to prime

customers at discounted rates as low as 7 percent for

a 3-5 year loan. 

Table 5: Tanzania: Interest Rate Structure
(In Percent)

Financial Market
Operations 

During the month, trade in government securities was

satisfactory as bids surpassed the amount offered.

Bids of T-bills worth TZS 180.6 billion were received,

out of which TZS 165 billion were successful.  As a

result of the strong demand, interest rates declined to

8.64 percent from 9.40 percent recorded in March

2005 (Table 6). Demand for bonds remained as in the

previous month.  

Bids worth TZS 12.6 billion were received and TZS

11.6 billion were accepted. To complement the main

open market instruments, the Bank conducted repur-

chase agreements worth TZS 30 billion with commer-

cial banks.   

Table 6: Tanzania: Treasury Bills Interest
Rates

Foreign Exchange Market
Operations

Between March and April 2005, the volume of trade in

the inter-bank foreign exchange market declined

sharply by 35 percent, reflecting volatility in the

demand for foreign exchange.  The low demand for

foreign exchange during the period under review led

to a slight appreciation of the shilling, from about TZS

1,110 per US dollar in February 2005 to around TZS

1,109 per US dollar in April 2005. 

Chart 3: Tanzania: Inter-bank Foreign
Exchange Transactions

(Millions of USD)

2004 2005
Jun Jul Aug Sep Oct-04 Nov-04 Dec-04 Jan Feb Mar Apr

35 days 6.74 7.27 7 .568.23 8.97 8.56 8.13 8.23 7.76 6.51 5.75
91 days 7.67 8.12 8.37 9.31 9.88 9.64 9.63 9.64 8.82 8 .16 8.12
182 days 8.03 8.39 9.31 9.89 9.96 9.89 9.87 10.22 9.82 9.38 9.37
364 days 8.22 9.40 10.13 10.40 10.98 10.91 10.67 10.84 10.38 9.81 9.81
Overall 7.83 8.39 8.97 9.57 9.97 9.75 9.56 9.72 9.45 9.40 8.64
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In the bureaux de change system, however, the vol-

ume of transactions went up by about 10 percent to

USD 59 million in April 2005, owing to an increase in

foreign exchange from tourism activities and transfers

to non-governmental organisations.  

The average buying exchange appreciated by 0.6 per-

cent to TZS 1,096 per US dollar, while the average sell-

ing rate remained unchanged at TZS 1,119 per US dol-

lar.

Table 7: Foreign Exchange Market
Developments

(Volume in millions of USD)

Government
Budgetary
Operations
Fiscal operations remains
within target

Total resources for the month amounted to TZS 147.2
billion, out of which domestic revenue accounted for
TZS 125.5 billion. Expenditure amounted to TZS 223.4
billion.  This produced a budget deficit of TZS 76 bil-
lion, which was financed through a draw down of gov-
ernment deposits with the banking system. 

The performance of major tax categories during the
month under review was mixed. Taxes on local goods
were on target, while import duties under-performed
due to a decline in imports. Nevertheless, revenue per-
formance has been impressive throughout the fiscal
year. 

Collections from July 2004 to April 2005 amounted to

TZS 1,453.9 billion, surpassing the target by TZS 26.6

billion, reflecting an increase in household expenditure

and business performance. 

Chart 4: Tanzania: Government Revenue
Performance in April 2005

(Billions of TZS)

On the expenditure side, recurrent expenditure was

TZS 164.5 billion and development projects spent TZS

34.9 billion. Development expenditure fell short of the

targeted TZS 84.2 billion mainly due to a delay in dis-

bursement of foreign resources. During the month, dis-

bursement of project and basket funds was TZS 23.5

billion, against the pledged amount of TZS 64.8 billion. 

Recurrent expenditure was more or less as projected,

although expenditure on priority sectors was TZS 27.5

billion, slightly below the target of TZS 31.2 billion.

During the month, the government also paid TZS 20.3

billion to service its domestic and foreign loans as pro-

jected. 

Chart 5: Tanzania Government Expenditure
in April 2005

(Billions of TZS)
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For the period between July 2004 and April 2005, gov-

ernment expenditure stood at TZS 2,553 billion, being

below the target by TZS 53.7 billion. Domestic expen-

diture on priority sectors was TZS 318.2 billion, out of

which education sector received TZS 107.7 billion.

Health sector and roads accounted for TZS 81.3 billion

and TZS 61.2 billion, respectively. 

Chart 6: Tanzania: Expenditure on Priority
Sectors—July 2004 to April 2005

External 
Sector
Performance
Current Account 

During April 2005, the current account deficit nar-

rowed significantly to USD 18.7 million from USD 55.7

million in the previous month. The improvement came

about after a substantial decline in importation of oil as

a result of operational problems associated with flow

meters at the Dar-es-Salaam port. 

Imports of capital goods also dropped by about USD

30 million from the previous month level. On annual

basis, the current account recorded a smaller deficit of

USD 316 million compared to a deficit of USD 387.5

million recorded in April 2004 (Table 8). 

The development in the current account was mainly a

result of a good export performance, as well as

increase in current transfers inflows during the year

under review. 

Export value picked up by about 27 percent during the

year, for which travel services (mainly tourism), and

gold exports accounted for more than 50 percent. 

Table 8: Tanzania: Current Account Balance
(Millions of USD)

Exports

During the month, tourism receipts and gold dominat-

ed the export earnings, while agricultural commodities

accounted for only about 15 percent. Exports of cof-

fee, cashew, cotton, tea, tobacco, cloves and sisal

earned a total of USD 12 million, compared to USD 26

million in the previous month, reflecting an end of the

export season for most of the export crops. 

The performance of export crops during the year to

April 2005 improved compared with the previous year

following good weather and modest recovery of com-

modity prices, particularly for coffee, cashew, and

tobacco. As a result, export value went up significant-

ly by about 46 percent to USD 320 million, being the

highest level recorded in the last five years. 
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Chart 7: Tanzania: Contribution to Total
Exports of Goods and Services

(Million of USD)

During the year, gold exports generated USD 655 mil-

lion, while fish earned USD 137 million and manufac-

tured goods USD 116 million. Gold exports went up by

16 percent during the year largely owing to the impact

of the increase in world market price. Exports of man-

ufactured goods have been accelerating steadily over

time reflecting recovery in the privatised firms. 

On the services side, travel receipts shot up from

about USD 481 million in the previous year to USD 668

million, mainly reflecting improved performance in

tourism in line with increased private sector invest-

ment, as well as enhanced promotional measures by

the government (Chart 8). 

Chart 8: Tanzania: Service Receipts, 2002 –
2005

(Millions of USD)

Imports

During the month under review, the import bill stood at
USD 130.0 million, being a decline of about 38 percent
from the previous month. The outturn was a combined

effect of a slowed pace in importation of oil products,
associated with operational problems of flow meters at
the port of entry, and a decline in food imports follow-
ing the improved domestic food supply. 

On annual basis, merchandize imports went up by
about 12 percent, in line with the strong growth
momentum in the domestic economy.  During the year,
importation of capital goods grew by 20 percent, main-
ly to meet the expanding demand in construction, min-
ing and transportation activities (Table 9).

Table 9: Tanzania Imports
(Millions of USD)

In line with the increase in importation of capital and

consumer goods during the year under review, service

payments also went up by 35 percent, particularly pay-

ment of freight charges, insurance and travel expens-

es (Chart 9).

Chart 9: Tanzania: Service Payments, 2002 –
2005

(Millions of USD)
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World Commodity Prices 

During April 2005, most commodity prices exhibited a

modest improvement (Table 10). Due to the expected

short supply of robusta coffee from Vietnam, a major

producer, the price increased by nearly 3 percent.

However, price of arabica coffee fell in line with expec-

tations of good harvests in Brazil. 

Price of tea improved by almost 9 percent owing to

expectations of dampened supply as a result of the

outbreak of pests in India that affected the crop.  A

surge in demand in major textile producing countries

particularly China and Pakistan led to a hike in cotton

prices. 

Price of cloves dropped slightly in April 2005 after

maintaining an upward trend since January 2005.  The

downturn was associated with Indonesia’s policy of

limiting production of cigarettes. 

Consequently, this policy affected importation of

cloves, mainly used as an ingredient in cigarette pro-

duction. During the same month, the price of crude oil

eased to USD 50.64 per barrel, while that of refined

petroleum products moved upwards, partly reflecting

increased demand especially in Asia.

Table 10: World Commodity Prices
(Value in USD)

National Debt
National debt stock, external and domestic, at end-

April 2005 was USD 9,138.9 million, representing a

decrease of USD 13.3 million from the level recorded

at the end of the previous month. The decline was

largely on account of debt amortization and HIPC debt

relief.  

External Debt 

Committed external debt decreased slightly, from USD

8,681.6 million at end March 2005 to USD 8,614 million

at end April 2005. So far, about 80 percent of the com-

mitted debt, equivalent to USD 6,889 million has been

disbursed. The government held more than 85 percent

of the outstanding debt, while the private sector and

parastatals, each held around 7 percent (Chart 10). 

The outstanding debt was composed of multilateral

debt amounting to USD 4,646 million, bilateral debt of

USD 1,539 million and the balance was owed to com-

mercial and export creditors. 

Chart 10: Holders of Outstanding External
Debt - End April 2005

(Millions of USD)

Debt Relief

By end April 2005, debt relief from Paris Club creditors

and multilateral institutions had amounted to USD

858.7 million and USD 357 million, respectively. A fur-

ther debt relief of USD 34.8 million was obtained from

non-Paris Club bilateral creditors. 
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In addition, China offered debt relief outside HIPC
framework by cancelling debts worth USD 37.7 million.
Kuwait also rescheduled a debt amounting to USD
31.8 million under terms equivalent to 90 percent of
debt cancellation. 

Domestic Debt
During April 2005, domestic debt stock of the central
government increased by TZS 7 billion to TZS 1,029.3
billion, on account of sales of government securities.
Commercial banks remained the dominant creditor to
the government, accounting for about 39 percent,
while pension funds held 34 percent. 

During the month the government paid interest on
domestic debt amounting to TZS 6.7 billion. 

Zanzibar
Economy
Budgetary Operations
In April 2005, Zanzibar government budget realized an
overall deficit of TZS 1.4 billion before grants, and a sur-
plus of TZS 400 million after grants of TZS 1.8 billion. 

Revenue collected during the month was TZS 5.1 bil-
lion, which was above the target by TZS 200 million.
Collection from all sources exceeded their respective
targets except import duties, which was below projec-
tions by TZS 300 million. 

Revenue collection from July 2004 to April 2005 was
impressive, surpassing the target of TZS 47.7 billion by
TZS 2.2 billion.

Chart 11: Zanzibar Government Revenue by
Source, April 2005

(Billions of TZS)

On the expenditure front, government spent TZS 6.5

billion on both recurrent and development obligations

during the month. Recurrent expenditure was on target

at TZS 6.4 billion, while development expenditure

(excluding donor funds) was TZS 100 million against

the plan of TZS 200 million (Chart 12). 

Between July 2004 and April 2005, the government

expenditure amounted to TZS 61.7 billion against the

projected TZS 63.4 billion.

Chart 12: Government Expenditure by
Components April 2005

(Billions of TZS)

National Debt

Zanzibar debt stock stood at USD 163.3 million, equiv-

alent to TZS 180.4 billion as at end April 2005, of

which, external debt was USD 106.8 million or 65 per-

cent. 

External Debt

During the year under review, external debt surged by

about 76 percent from USD 60.8 million registered at

end April 2004 to USD 106.8 million at end April 2005,

following the reconciliation of external obligations

between the Zanzibar and Union Governments, and

new loans obtained from the World Bank and Arab

Bank for Economic Development in Africa (BADEA).  

The composition of external debt by creditor category

was as follows: multilateral debt 58.6 percent, export

credits 23.8 percent, commercial credits 13.3 percent,

and bilateral credits 4.2 percent. More than half of the
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external debt matures beyond 20 years, and about 40

percent will fall due within 5 to 10 years. In terms of the

distribution of disbursed funds, about 50 percent went

to energy, social welfare and education sectors, while

the agricultural sector absorbed 14 percent (Chart 13). 

Chart 13: Zanzibar: External Debt by Use of
Funds  - April 2005

Domestic Debt

During the month, domestic debt rose to TZS 62.5 bil-
lion from TZS 60.3 billion recorded in the preceding
month as a result of new borrowing. The profile of
domestic debt shows TZS 11.2 billion was in long-term
loans and accounted for about 18 percent of the
domestic debt, government stocks  - TZS 5.7 billion or
9.2 percent, Treasury bills and bonds  - TZS 8.2 billion.

Foreign Trade

The trade account deteriorated during April 2005, fol-
lowing a seasonal decline in clove exports and tourism
receipts, coupled with a rise in imports. Total export
value of goods and services reached USD 4.8 million.
During the year ending April 2005, exports improved to
USD 59.9 million compared with USD 52.3 million
exported in the previous year. 

Out of the export earnings, services receipts account-

ed for USD 50.9 million, clove exports, USD 6.2 million

and seaweeds realised about USD 1.5 million.

Table 11: Zanzibar: Trade Account Balance
(Millions of USD)

In April 2005, Zanzibar imports of goods and services

were USD 9.6 million. Merchandize imports constituted

68 percent. For the year ending April 2005, the import

bill stood at USD 103.8 million compared with USD

92.8 million in the previous year. The increase was driv-

en by demand for construction materials, oil imports

and industrial raw materials to accommodate the

expansion in related activities. 

Table 12: Zanzibar Imports
(Millions of TZS)
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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
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
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
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.

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
financial 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)
currency 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
percentage per year.

Director of Economic Policy, Bank of Tanzania,
P.O. Box 2939, Dar es Salaam 
Tel: (255) 22 2114 905 Fax: (255) 22 2123 294
http://www.bot-tz.org 
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