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FINANCIAL MARKET HIGHLIGHTS FOR THE WEEK
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The following highlights compare the week ending 18 December 2020 to the week ending 11 December 2020:

e EQUITY MARKET (Source: MSE)

 The MASI increased to 31,683.06 points this week, from
30,845.71 points last week. This was due to share price
gains in various counters which offset the share price
losses. The return on MASI (year-to-date) was 4.73%
compared to 1.91% during the same period last year.

* There were share price gains for FDH Bank (from K13.29 to
K14.45), NBM (from K598.80 to K650.00) and Standard
Bank (from K851.00 to K910.00).

* There were share price losses for NBS (from K20.27 to
K20.20), NITL (from K94.97 to K94.95) and TNM (from
K19.24 to K19.23).

@l FINANCIAL MARKET DEVELOPMENTS (Source: RBM)

* Headline inflation for November 2020 decreased to
7.3% from 7.5% in the previous month.

» The daily overnight interbank average rate decreased to
11.21% this week from 11.28% last week.

[e]

—

CURRENCY MARKET (Source: RBM)

« The Malawi Kwacha marginally depreciated against the

USD from K767.60 per USD to K770.56 per USD.

« The Kwacha depreciated against the GBP from

K1,053.83 to K1,074.83, the EUR (from K972.16 per
EUR to K979.54 per EUR) and the ZAR (from K54.13
per ZAR to K56.28 per ZAR).

/ﬂ\ GOVERNMENT SECURITIES (Source: RBM)

A total of K17.14 billion was raised this week in the
Treasury Bill (TB) and Treasury Note (TN) auctions.

The TB and TN auctions raised K8.65 billion and K8.49
billion, respectively.

The average all type TB yield increased to 12.00% from
11.98%.

The TB and TN auctions had rejection rates of 9.23%

and 53.66%, respectively.
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TB and TN applications (K'billion) — there were
applications of K27.85 billion in the TB and TN auctions
held this week.

All Total 2785

Total TN 18.32
43

m18-Dec-20 m11-Dec-20

45

TB and TN allotments (K'billion) — a total of
K17.14 billion was allotted in the TB and TN auctions
this week.
All Total 1714
41.49
Total TN 8.49
38.83
Total TB 8.65
2.66
m18-Dec-20 m11-Dec-20

Government Securities' Yield Curve
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TB - Treasury Bill
TN - Treasury Note




/\ GOVERNMENT SECURITIES (Source: RBM)

Total TB

364 days

182 days

91 days

TB applications (K'billion) — there were
applications of K9.53 billion in the TB auction held this
week.

m18-Dec-20 m11-Dec-20
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TN applications (K'billion) — there were
applications of K18.32 billion in the TN auction held this

week.
Total TN L2822 43
10-Yr TN
7-Yr TN m 18-Dec-20
m11-Dec-20

5-Yr TN

3-Yr TN

Total TB

364 days

182 days

91 days

TB allotments (K'billion) — a total of K8.65 billion
was allotted in the TB auctions this week.

4.40

. /.24
0.01

m18-Dec-20 m11-Dec-20

TB - Treasury Bill
TN - Treasury Note

TN allotments (K'billion) — a total of K8.49 billion
was allotted in the TN auctions this week.

Total TN

38.83
10-Yr TN
7vr TN m 18-Dec-20
m11-Dec-20

5-Yr TN

3-Yr TN
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TB Subscription Rate (%) — the 364 days paper TN Subscription Rate (%) — the 7-Year TN had the
had the highest subscriptions this week at 55.45%. highest subscriptions this week at 74.29%.
0.00%
99.70%
7-Yr TN _0 0000 74.29%
182 days F 44.55% m 18-Dec-20
. 0
= 11-Dec-20 18.89%
5-Yr TN [0
m 18-Dec-20
0.00%

91 days 0.00% 3-yr TN %’/06.82% m 11-Dec-20
TB Rejection Rate (%) — the TB auction had a TN Rejection Rate (%) — the TN auction had a
rejection rate of 9.23% this week. rejection rate of 53.66% this week.

— 9.23% Total TN _ 53.66%
Total TB [RC00% 8.83%
10-vr TN | 9:90%
364 days T, 16.65% r 0.00%
0.00%
7-Yr TN _0_00% 63.04%
0.00%
182 days 0.00% 0.00%
5Yr TN | 8:3000
0.00%
91 days 0— 20.00% 3.Yr TN H 100.00%
m18-Dec-20 m11-Dec-20 m18-Dec-20 m11-Dec-20
TB - Treasury Bill 5

TN - Treasury Note
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EQUITY MARKET (Source: MSE)
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MASI — the stock market was bullish this week as the
MASI increased to 31,683.06 points from 30,845.71 points.
This was due to share price increases which are listed in
the figure below.

F 31,683.06
MASI 30,845.71

m18-Dec-20 m11-Dec-20

DS| — the DSl increased to 27,123.89 points from
26,378.82 points due to share price increases in FDH
Bank, NBM and Standard Bank.

MASI YTD Return (%) — the MASI registered

a year-to-date return of 4.73% this year (it was 1.91%
last year).

4.50%
4.00%
3.50%
3.00%
2.50%
2.00%
1.50%
1.00%
0.50%
0.00%

1.91%

I

18-Dec-19

18-Dec-20

27,123.89
bsl 26,378.82
m18-Dec-20 m11-Dec-20
S| — the FSI was stable at 1,363.88 points this week.
1,363.88
Fsl
1,363.88

m18-Dec-20 m11-Dec-20

Value of Shares Traded — NBM had the highest
value of shares traded at K47.17 million. The total
value of shares traded this week was K152.59 million.

50.00 47.17
g 45.00
= 40.00 37.31
> 35.00 34.63 33.48

30.00

25.00

20.00

15.00

10.00

5.00

0.00

NBM NBS FDHB Other Counters

mNBM =mNBS ®mFDHB mOther Counters

MASI: Malawi All Share Index

DSI: Domestic share Index
FSI: Foreign share Index
OMU: Old Mutual Limited




EQUITY MARKET (Continued)

FDH Bank Shares — There was a share price gain
to K14.45 from K13.29.

14.45
FDHB

m18-Dec-20 m11-Dec-20
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NITL Shares — There was a share price loss to
K94.95 from K94.97.

94.95
NITL
94.97

m 18-Dec-20 m11-Dec-20

NBM Shares — There was a share price gain to
K650.00 from K598.80.

TNM Shares — There was a share price loss to
K19.23 from K19.24.

TNM

650.00
NBM
598.80
m18-Dec-20 m11-Dec-20
Standard Bank Shares — There was a share
price gain to K910.00 from K851.00.

910.00

STANDARD

851.00

m18-Dec-20 m11-Dec-20

19.24
m18-Dec-20 m11-Dec-20
NBS Shares — There was a share price loss to
K20.00 from K20.27.
20.00
NBS
20.27

m18-Dec-20 m11-Dec-20
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Corporate Announcements (Source: MSE)
The other counters closed at the same prices as the previous

week. Their closing prices are shown in the table below: . . . .
gp 1. FDH Bank Plc issued a cautionary statement informing its shareholders

and the general public that members of its majority shareholder, FDH

_ Financial Holdings Limited, are engaged in shareholding negotiations. The
Share Price (K) negotiations may result in changes in the shareholding structure of FDH
MSE Code Financial Holdings Limited.
18-Dec-20
Airtel 2798 Shareholders are therefore advised to exercise caution in dealing in their
' shares and consult professional advisors before dealing in their shares
BHL 12.94 until such time as the result of the negotiations is known.
FMBCH 22.04 2 _ —
: Standard Bank Profit After Tax (K'Billions) -
ICON 12.29 according to their trading statement, Standard Bank expects
a 45% increase in profits for the period ending 31 December
ILLOVO 80.48 2020 to at least K23.03 hillion from K15.88 billion.
MPICO 21.00
31 December 2020 23.03
NICO 52.00
31 December 2019 15.88
oMU 2,199.98
PCL 1,367.10 3 _ o
' TNM Profit After Tax (K'Billions) - according to their
SUNBIRD 105.00 trading statement, they expect a 25% decrease in profit

after tax (PAT) for the period ending 31 December 2020. As
such , the PAT will decrease to at most K11.30 billion from
K15.06 billion.

31 December 2020 11.30

31 December 2019 15.06




EQUITY MARKET (Continued)

Dividend vyield (%) - the weighted average
Dividend Yield on the MSE is 2.77%. The counter with
the highest dividend yield is AIRTEL at 4.47%.

Airtel 4.47
TNM 3.90
NICO 3.65
STANDARD 3.33
MASI 2.77
NBM 2.76
ILLOVO 2.49
oMU 2.46
PCL 1.90
NBS 1.75
ICON 1.71
BHL 1.55
MPICO 1.19
SUNBIRD 0.95
NITL 0.79
FMBCH
FDHB

1.00 2.00 3.00 4.00 5.00
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P/BV — Price to Book Value

P/BV Ratio - The weighted average Price to Book
Value ratio on the MSE is 2.23. AIRTEL has the highest
at 19.54 while ILLOVO has the lowest at 0.80.

Airtel 19.54
FDHB

TNM

NBS

oMU

NBM
STANDARD
MASI

NICO

BHL

MPICO
SUNBIRD
NITL

ICON

PCL

FMBCH

ILLOVO

5.00 10.00 15.00 20.00 25.00
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P/E Ratio - the MSE has a weighted average
Price to Earnings ratio of 15.59. FMBCH has the
lowest at negative 14.72 while OMU has the highest
at 26.06.

oMU

ILLOVO
PCL

Airtel
NBM
MASI
STANDARD
NBS

TNM
FDHB
ICON
SUNBIRD
MPICO
NITL
NICO

(14.72) FMBCH

26.06

BHL 23.28

(20.00) (10.00) 10.00 20.00

30.00

Market Capitalization (K’billion) - Airtel leads
the MSE counters with a market capitalization of
K307.78 billion. The total market capitalization is K1.72
trillion.

Airtel 307.78

NBM 303.51 &

STANDARD

TNM 193.08 ¥
PCL
FDHB
ICON
NBS
ILLOVO
NICO
FMBCH
MPICO
OMU
SUNBIRD

NITL

BHL

P/E — Price to Earnings Ratio

10




OTHER FINANCIAL MARKET DEVELOPMENTS (Source: RBM)
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Exchange Rate Movements - the Malawi
Kwacha marginally depreciated against the USD to
K770.56 per USD from K767.29 per USD.

1,200.00

1,074.83 1,053.83

1,000.00

767.60

800.00 770.56

600.00

400.00

200.00

56.28 54.13

MK/USD

MK/GBP MK/ZAR

m17-Dec-20 m11-Dec-20

972.16

MK/EUR

Daily average volumes (K’billion) — the
daily average volume accessed on the discount window
increased to K8.11 billion from K3.40 billion last week.

39.00
34.00 32.41
29.00 26.81
24.00
19.00
14.00 11.22 12:56
8.11

9.00

4.00 340
(1.00) L

' Liquidity Interbank Discount Window

mWeek ending 18 December 2020 mWeek ending 11 December 2020

EUR — Euro
GBP - Great British Pound

USD - United States Dollar
ZAR — South African Rand

The average overnight interbank rate decreased to
11.21% from 12.28% this week.

12.20%
12.20%

Discount Window

11.21%

vernight Interbank
Overnight Interbal 11.28%

m\Week ending 18 December 2020 m Week ending 11 December 2020
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Net Liquidity (K’billion) - there was a net Headline Inflation (%) — The inflation rate
liquidity injection of K15.70 billion this week as decreased to 7.3% in November 2020 from 7.5% in the
injections and withdrawals were K32.84 billion and previous month. This was due to the decrease in food
K17.14 billion, respectively. inflation to 10.4% from 10.9% while non-food inflation
40,00 remained at 4.4%.
32.84
30.00
20.00
10.00
Injections
(20.00)
(30.00) November 2019 10.4%
(40.00) (34.90)
(41.49)

(50.00)

m\Week ending 18 December 2020 mWeek ending 11 December 2020
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Total Revenue And Grants For Q1 of 2020/21 FY (K'Billion) — the total net domestic revenue of
K277.2 billion was raised in Q1 from a target of K304.0 billion. According to the Government, only 91% of the
budgeted amount was raised due to the coronavirus

Grand Total
304.00

Tax

Non-Tax 2280 m Q1 ACTUAL m Q1 PROVISIONAL

Total Expenditure For Q1 of 2020/21 FY (K'Billion) - a total of K430 billion was spent in Q1 from
a budgeted amount of K494.56 billion.

430.86
oran TOTAL | sy 19,56
_ 258.92
Otrer Recurrent Transacion | -5 5
109.91
Personal Emoluments _ 118.18

Development(Externally Financed) 52.68 90.47

Development(Locally Financed) 3 03 m Q1 ACTUAL = Q1 PROVISION

13
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NATIONAL SURVEY ON ACCESS AND USE OF INFORMATION AND COMMUNICATIONS TECHNOLOGIES BY HOUSEHOLDS AND
INDIVIDUALS IN MALAWI 2019

The National Statistical Office had a survey in 2019 on Access and Use of Information and Communications Technologies survey which collected
information on access and use of ICT services and products such as phone, postal services, digital financial services, cyber security, electrical and
electronic waste management and child online protection by the Malawians. Cyber security and electronic waste management are new topics which
were not covered in the previous survey. The following are some of the key findings:

A total of 46% of the households owned a functional radio in Malawi and 71.1% of the population were listening to the radio.

The total percentage of households across the country with a working television set was 11.6% with local TV stations and 69.8% of people were

watching television.

About 37% of households in Malawi in 2019 owned a mobile telephone which was accessible to every household member.

A percentage of Malawian population that owned computers in Malawi in 2019 was only at 2.8% which is a very low rate compared to the trend

of ICT.

2.9% of the Malawian population had access to family postal service in 2019.

About 32% of individuals had access to digital financial services with 29.5% of individuals having mobile money account.

About 36% of individuals were aware and confident of their knowledge on cyber security.

14



OTHER DEVELOPMENTS

Malawi Economic Monitor December 2020. Doing more with less:
Improving Service Delivery in Energy and Water. (World Bank)

Global and Regional Context

The global economy is experiencing a sharp recession and the pace of
recovery is uncertain.

a. Global growth is projected to contract due to the pandemic. The
global spread of COVID-19 has caused an unprecedented shock to the
world economy and led to a recession in many countries. The global
economy is expected to contract by 4.4% in 2020, with advanced
economies shrinking by 5.8% and emerging and developing
economies (EMDEs) by 3.3%. There is considerable uncertainty
around this estimate and risks continue to be on the downside. The
recession will translate into a contraction of GDP per capita, increasing
poverty, particularly in economies with weak safety nets.

b. The spread of the virus is far from being controlled. COVID-19
cases remain high across the world and are currently increasing in
second waves. There have been promising vaccine developments, but
rolling out a vaccine will take considerable time, especially in low-
income countries. This has dampened the prospects of a quick
recovery. Moreover, despite the recovery in the global trade of goods,
the global economy continues to operate below the capacity utilization
rate observed in 2019, and trade of services—in particular tourism and
travel—remains subdued.

c. In the United States and the Euro Zone economic activity is
stalling after COVID-19 cases have started to increase again. In
emerging economies (apart from China) the prospects of a rebound
are uneven, with non-oil commodity exporters exhibiting signs of a
gradual recovery of industrial production and retail sales. China is
expected to avoid a recession in 2020 due to major containment efforts
and macroeconomic and financial policies to mitigate the pandemic’s
impact. Growth is projected at 1.9% and exports have rebounded.

" Bridgepath Capital
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d. International commodity prices have experienced increased
volatility, with oil prices starting to recover since June 2020,
but remaining below pre-pandemic levels. COVID-19
represented a severe shock to global commodity markets. As of
April 2020, energy prices had dropped by 60%, metals by 15%,
and food prices by 10%. Prices started to rebound shortly after
crude oil prices have doubled since their April low due to the
Organization of the Petroleum Exporting Countries (OPEC) supply
cuts, metal prices recovered following China’s industrial activity
rebound, and agricultural commodity prices are gaining
momentum driven by a strong demand for raw materials. Yet, oil
prices are expected to remain subdued (in particular for jet fuel),
and prices remain nearly one-third lower than pre-pandemic levels.

COVID-19 has induced Sub-Saharan Africa’s first recession in 25
years

1. The COVID-19 pandemic has led to increased poverty, inequality
and unemployment in Sub- Saharan Africa.

2. Efforts to slow the pandemic through social distancing have been
partially successful.

COVID-19 has slowed growth in Malawi

1. Malawi’'s economy has been heavily affected, with growth
projected at 1.0% in 2020, down from earlier projections of 4.8%.

2. Services and industry sectors have been particularly hard hit,
leading to a heavier impact in urban areas.

3. Poverty reduction in Malawi has stagnated in the last 15 years and
is expected to worsen with the pandemic.

4. The current account deficit is projected to expand to 19.6% of
GDP in 2020, up from 17.8% in 2019.

5. Headline inflation decelerated over the year but is facing seasonal
pressure on maize prices.

6. Malawi’s fiscal situation deteriorated further in FY2019/20.

15



OTHER DEVELOPMENTS

Malawi Economic Monitor December 2020. Doing more with less:
Improving Service Delivery in Energy and Water. (World Bank)
(Continued)

In the medium term, the new Government has an opportunity to
implement measures to boost economic recovery and build resilience.
Measures in the following areas will help Malawi to return to 5 to 5.5%
growth, and support incomes and job creation:

First, the Government can strengthen the foundations for macro stability
and growth:

+ Malawi needs to strengthen fiscal sustainability and reduce
domestic debt to create a strong foundation for growth.

« Strengthening public financial management (PFM) and
governance can improve the use of limited public resources.

« Strengthening financial oversight and transparency of State-
Owned Enterprises (SOESs) is needed to reduce fiscal risks and
improve service delivery.

Second, it can support diversification, in agriculture and non-agriculture
sectors, to increase incomes and resilience.

* Adopting predictable and transparent policies would support
diversification and commercialization in the agriculture sector.

« The Government needs to address issues that hinder
diversification of the economy outside of agriculture.
Third, the Government can strengthen systems to support the vulnerable
and increase resilience.

+ Developing a shock-sensitive safety net system can help
mitigate the impact of the current pandemic and future shocks.
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Doing more with less: improving service delivery in energy and

water

+ Malawi suffers from inadequate access to and reliability of energy,
water and other infrastructure services, which are costly for
growth, health outcomes and poverty reduction

+ Malawi underinvests in energy and water supply due to a range of
issues, including a lack of fiscal space and inefficiency of SOEs.

* SOEs responsible for delivering energy and water infrastructure
are performing poorly and lack the resources to make adequate
investments.

« While the country is currently in the middle of fighting the
pandemic, it is critical to strike the balance between delivering
both short- and long-term gains.

* The new Government has already committed to undertake needed
reforms.

The Government can take several steps to improve infrastructure

investments and service delivery in energy and water.

Recommendations on how the new administration can deliver quality

services despite limited fiscal space—“doing more with less"—for the

energy and water sectors are organized along two pillars:

1. Upgrade the Public Investment Management (PIM) framework and
integrate it with the Private Public Partnership (PPP) program

2. Ensure SOEs are more efficient and creditworthy, thereby able to
increase investments in existing and new infrastructure and
minimize their fiscal drain

16
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Disclaimer

Although every effort was made to ensure the information in this report is authentic, the report should only be used for indicative purposes.
Bridgepath Capital Limited accepts no responsibility or liability resulting from usage of information from this report. Every recipient using
this report should make independent efforts to ascertain the accuracy of the information.

Contact Information

Bridgepath Capital Limited

1st Floor (108), Development House
Henderson Street Road

P.O. Box 2920

Blantyre

Tel No: + 265 1 828 355

Email: info@bridgepathcapitalmw.com

Website: www.bridgepathcapitalmw.com
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