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Political and economic news

Bankers call for VAT rate
reduction

Govt could save USD 650m in
procurement

External debt costs up 87%in 5
years

The Bankers Association of Malawi (BAM) has urged Treasury to reduce value added tax
(VAT) rate from 16.5% to encourage consumer spending to stimulate the economy and
businesses. But Consumers Association of Malawi (CAMA) executive director argued in
an interview that reducing rate of VAT, a consumption tax levied on goods and services
imported into or supplied in the country, by 1.5 percentage points could have no significant
impact on consumers. Speaking in an interview on the sidelines of a presentation on the
proposal to the 2024/25 Pre Budget Consultation in Blantyre, BAM chief operations officer
said the cut in VAT rate could help, especially now when the economy is going through a
bad path. He said: “When it was introduced, VAT was at 17.5%, then it was reduced to
16.5%. So, what we are suggesting is, why can’t we reduced it to 15%? “These are hard
times, which means if it goes down to 15%, it will stimulate the economy, People will still
have something in their pockets.”

The Malawi Institute of procurement and supply (MIPS) has said Malawi could save about
USD650m (about MWK?1.1tn) if ministries, departments and agencies embrace e-
government. MIPS Chief Executive Officer was speaking in Lilongwe on Wednesday
during the 2024-25 pre-budget consultations meeting organized by Finance Minister. E-
government procurement is the use of information technology, especially the internet, by
governments in conducting their procurement activities with suppliers for the acquisition of
works, goods and consultancy services required by the public sector. According to him,
studies have been done on the benefits that government can reap from the adoption of e-
government procurement. He said the benefits include a price reduction of about 6.7%
per annum. He said MIPS is aware of the challenges Malawi is facing in adopting e-
government procurement including technical knowledge and the country’s IC'T
infrastructure. He was, however, quick to note that the benefits of adopting e-government
far out way the costs.

Malawi’ external debt service costs have risen by 87% in five years, a development
analysts say has shifted scarce resources away from critical needs and placed the country
on a path to crisis. Debt service payment, which include principal and interest, has risen
from USD54m (about MWK 92bn) in 2018 to USD 101m (MWK 171bn) in 2022, according
to World Bank data contained in the 2023 International Debt Report, a compilation of
statistics covering external debt of 167 low and middle-income countries. The data shows
that in the five years to 2022, Malawi has paid USD 96m (about MWK 163bn) in interest
payments on external debt, with USD 12m (about MWK 20bn) spent in 2018, with the
expenditure rising to USD 17m (MWK 28bn) in 2019, and went up further to USD 21m
(MWK 35bn) in 2020. The expenditure went again up to USD 22m (MWK 37bn) in 2021
and rose against to USD 24m (MWK 41bn) in 2022. In a statement accompanying the
report, World Bank Group chief economist and senior vice-president stated that the
situation warrants quick and coordinated action by debtor governments, private and official
creditor and multilateral financial institution for swifter restructuring arrangements. He said:
“Record debt levels and high interest rates have set many countries on a path to crisis.
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Market commentary

The market traded 1.7m shares in 200 trades recording a market turnover of MWK 334bn
during the week ended. AIRTEL, BHL (+0.1%), FMBCH (+12.7%), ILLOVO, NBM, NICO
(+18.2%), NITL (+0.1%), OMU and STANDARD BANK were the market gainers whilst
ICON (-4.7%), MPICO (-0.1%), NBS, PCL and TNM (-3.6%) dropped in prices. The
significant rise in prices on the counters registered pushed MASI up by 0.6%.

However, on year-to-date the index went up by 0.6% and index for the month closed at
0.2%. As a result, the market capitalisation went up to close at 80.25% in MWK and
9.91% USD terms.
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Trading Summary for the week ending
12 January 2024

Symbol Open Close Volume

0.0% i 94,431

Value Trades Market

Count Capitalization
5197.400.74

0.1% 19413
FDHB 66.98 6698  0.0% 189,452
31502 355.01 X 124,056
1783 1699 4. 174487
1,260.15 120022 0. 116,401
14.98 149% 9. 392,750
2,101.35 210142 0. 4485
114.99 1497 0, 173,781
151.50 17900 18, 401,724
41080 4103 0 43,142
1,500.00 150002 0. 262
2,506.99 250697 0. 0
395002 3,950.03
SUNBIRD 191.07 19107 0.0% 0

252,563.13
1268908522 30 462,231,073,125

41,948,149.00

2,964,534.00
146,688 ,563.00 899,096,890 426
5,877028.00 34,378,790,002
9,424,708.00 981,219,692,368
19,979,676.23 334,628,618,739
65,709,915.00 186,704,356,184
17,132223.12 55,489,050,000
393,005.01 5 19,933,027,770
752,091.00 [ 301477,733,065
3,827570.56 3 926,946,279,945
0
8

0.00 49,980,583,561
859,996.86 180,527, 291,000

Totals 1,783511 33429651087 200  6,034,845,075,867

12024 San24 31-Dec-22

INDEX (week) 110,455.33 111,151.82  0.6% 1 [LLLILYEN) 168337  1683.37 102643
INDEX (month) 110,951.21 114,451.82  0.2%  [LLGHE:L 21502 %46 121364
INDEX (year to date)  62,036.05 111,151.82 79.2% 1 [LLILIZ 93.23 9267 6235
Market cap (MWKm) 6,034,845.08 3.348,012.68
Market cap (USDim) 3584986272 306178797
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