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Executive Summary and Outlook

Inflation and Monetary Policy

In October 2025, the year-on-year headline inflation rate rose to
29.1% from 28.7% in September 2025, driven by a rise in non-food
inflation that offset a decrease in food inflation. The food inflation rate
decreased to 32.4% in October 2025 from 33.0% in September 2025,
and the non-food inflation rate increased to 23.8% in October 2025
from 21.7% in September 2025. The latest inflation forecasts for 2026
vary across institutions. The International Monetary Fund (IMF)
projects inflation at 24.1%, while Oxford Economics estimates a
higher rate of 32.5%, citing currency devaluation as a key driver. The
Economist Intelligence Unit (EIU) offers a similar outlook to the IMF,
projecting inflation at 23.9% for the same period.

Foreign Exchange Market and Reserves Position

Based on the closing middle rates, the Malawi Kwacha was stable,
trading at MK1,750.07/USD as of 30 November 2025 from
MK1,749.95/USD as of 30 October 2025.

In September 2025, the country’s total foreign exchange reserves
decreased by 2.3% to USD511.8 million from USD523.9 million in
August 2025. The import cover decreased to 2.0 months in
September 2025 from 2.1 months in August 2025.

Stock Market

The stock market was bullish in November 2025, with the Malawi All
Share Index (MASI) rising by 2.77% to 619,312.19 points from
602,600.89 points in October 2025. This upward movement in the
index was primarily driven by the share price gains in FMBCH, OMU
and SUNBIRD. This brought the MASI year-to-date return to 259.98%
in November 2025.

Fiscal Policy and Government Securities

The government awarded MK610.78 billion through Treasury Bill (TB)
and Treasury Note (TN) auctions in November 2025, a 10.7%
increase from the MK511.55 billion awarded in October 2025.

The Malawian government introduced 12 austerity measures aimed at
reducing public spending. These include cutting fuel allowances for
top officials by 30%, freezing purchases of vehicles and other
expensive assets, limiting foreign trips and delegation sizes, and
encouraging virtual meetings to lower travel expenses. Embassy staff
will also be reduced to no more than five officials per mission.

Commodity Market

According to the International Food Policy Research Institute (IFPRI),
the retail maize price fell by 6% in November, declining to
MK1,168/kg (MK58,400 per 50kg bag) from MK1,238/Kg (MK61,900
per 50kg bag) in the last week of October 2025.

As of 28 November 2025, USD542.31 million had been generated
from the sale of 221.27 million kilograms (kgs) of tobacco. This
represents an improvement from the USD396.94 million earned from
133.38 million kgs sold in the 2024 season.

The average OPEC reference basket price decreased by 1.28%
month-on-month to USD63.92/barrel in November 2025 from
USD65.20/barrel in October 2025.

A Brief on the 2025-26 Mid-Year Budget Review

According to the 2025-26 Mid-Year Budget Review Statement, total
revenue and grants for the 2025-26 fiscal year amounted to MK2.38
trillion compared to a projection of MK2.71 ftrillion. Total expenditure
amounted to MK4.42 ftrillion against a mid-year projection of MK4.24
trillion. The total deficit in the first half of the 2025-26 financial year is
at MK2.04 trillion, against the projected MK1.53 ftrillion.

In terms of the full-year budget, the 2025-26 Budget has been revised
by MK512.6 billion, from MK8.08 trillion to MK8.59 ftrillion. This upward
revision is intended to accommodate budgetary pressure, including
maize purchase logistics, elections, wages and salaries, generic
goods and services, procurement of drugs, domestically financed
projects, public debt interest, pensions and gratuities, Farm input
Subsidy Programme (FISP) and the introduction of free primary and
secondary education.

Malawi’s public debt currently exceeds MK21.6 ftrillion, equivalent to
86% of GDP. To this end, the government has made debt
management a key priority and is implementing a combination of
measures and strategies to stabilise the debt trajectory. These include
continuing debt restructuring negotiations, pursuing fiscal
consolidation, utilizing concessional borrowing and enhancing
oversight of state-owned enterprise operations.

The Review Statement on the 2025-26 Budget also emphasized
revenue enhancement measures aimed at stabilizing public finances
and rebuilding the fiscal space.

Malawi Economic Growth Outlook

Real GDP growth forecasts for Malawi in 2025 range from 1.6% to
3.0% (median 2.3%). African Development Bank (AfDB) forecasts
3.0% growth, Oxford Economics projects 2.4% growth, while the RBM
forecasts 2.8%. The IMF forecasts a 2.4% growth. The World Bank
and EIU are the most conservative at 1.9% and 1.6%, respectively.
Most institutions have attributed the subdued growth in 2025 to the
negative impacts of the United States Agency for International
Development (USAID) funding withdrawal.

Real Gross Domestic Product (GDP) growth projections for 2026
indicate modest recovery, ranging from 2.3% to 3.8% (median 3.0%).
Oxford Economics projects 3.5% growth, expecting a slight boost in
exports in 2026. The EIU offers the lowest forecast at 1.6%, pointing
to drought-related declines in agriculture and erratic power supply.
The Reserve Bank of Malawi (RBM) forecasts a 3.2% growth rate,
driven by investments in the agriculture, mining, tourism and
manufacturing sectors, under the ATMM strategy. The World Bank
projects a 2.6% growth rate, highlighting that further fiscal slippages
could dampen growth. Meanwhile, the IMF and AfDB forecast growth
at 2.7% and 3.8%, respectively.

Opportunities

The President of Malawi’'s announcement that primary and secondary
education will be free beginning in January 2026, along with the
abolition of all MANEB examination fees, creates a major opportunity
for Malawi to broaden access to schooling, empower learners from all
socio-economic backgrounds, and strengthen the country’s economic
prospects.

Risks

Following the Mid-year Budget Review presented by Finance Minister,
analysts expressed concern over increased taxes, including a rise in
Value Added Tax (VAT) from 16.5% to 17.5%. Economic analysts
argued that while these changes were expected due to the country’s
limited revenue sources, they will likely raise commodity prices and
worsen living conditions.

|II Bridgepath Capital

Invest to Achieve



A
111

In October 2025, the year-
on-year headline inflation
rate rose to 29.1% from
28.7% in September
2025, driven by the rise in
non-food inflation.

Economic Overview

Inflation and Monetary Policy

Inflation (Source: NSO, IMF, RBM, WB, EIU, Oxford Economics, AfDB)

The year-on-year headline inflation rate rose to 29.1% in October 2025 from 28.7% in August
2025, driven by a rise in non-food inflation that offset a decrease in food inflation. The food
inflation rate decreased to 32.4% in October 2025 from 33.0% in Sep 2025, and the non-food
inflation rate increased to 23.8% in October 2025 from 21.7% in September 2025.

For 2026, the IMF forecasts an annual average inflation rate of 24.1%, while the World Bank
projects a higher rate of 25.6% driven by high rates of money supply growth and import bans
that constrain supply. Oxford Economics anticipates the steepest increase at 32.5%, citing
potential currency devaluation in 2026 that could fuel inflation. The EIU projects it at 23.9%,
owing to anticipated smaller budget deficits and increased external support, which should
stabilize the economy, hence bringing inflation down.

Monetary Policy (Source: RBM, Oxford Economics, NBM)

In its fourth meeting of 2025 on 28 and 29 October 2025, the MPC decided to maintain the
Policy Rate at 26.0%. The Lombard Rate remains 20 basis points above the policy rate, while
the Liquidity Reserve Requirement (LRR) stays at 10.0% for domestic deposits and 3.75% for
foreign currency deposits. The next MPC meeting is scheduled for 28 and 29 January 2026.
The decision will be announced on 29 January 2026.

The Reserve Bank of Malawi held an auction for Open Market Operation Repurchase
Agreements (OMO Repos) on 12 November 2025, in which MK75.0 billion was withdrawn from
the market.

The annual growth rate of money supply (M2) reached 51.0% in September 2025, from 52.1%
in August 2025 and was higher than the 49.1% recorded in September 2024. M2 comprises
currency in circulation, demand deposits, savings accounts, term deposits, and money market
accounts. This acceleration in money supply growth is expansionary, boosting short-term
liquidity. However, it is likely to fuel inflation, weaken the currency, and undermine
macroeconomic stability if not matched by economic output growth.

The commercial bank reference rate for December 2025 is 25.3%, unchanged from the
November 2025 rate. The rate is effective from 3 December 2025.
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In September 2025, the
country’s total foreign
exchange reserves
decreased to USD511.8
million from USD523.9
million in August 2025.

Economic Overview (Continued)
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Foreign Exchange and Reserves Position

Foreign Exchange (Source: RBM)

Based on the closing middle rates, the Malawi Kwacha was stable as it traded at
MK1,750.07/USD as of 30 November 2025 from MK1,749.95/USD as of 31 October 2025.
During the same period last year, the Malawi Kwacha traded at MK1,750.11/USD as of
November 2024, from MK1,750.18/USD as of October 2024.

MK/USD
1,751.00 1,751.00

1 I

Selling

1,750.07 1,749.95

Middle
m 30 November 2025

1,749.14 1,748.91

.

Buying

m 31 October 2025

Foreign Exchange Reserves Position (Source: RBM)

In September 2025, the country’s total foreign exchange reserves decreased by 2.3% to
USD511.8 million from USD523.9 million in August 2025. The import cover decreased to 2.0
months in September 2025 from 2.1 months in August 2025. In September 2024, the total
foreign exchange reserves were at USD560.3 million, translating to 2.2 months of import
cover.

Month-on-month

September 2025 August 2025 change (%)
Total Reserves (USD'millions) 511.8 523.9 -2.3%
Total Import Cover (Months) 20 2.1 -4.8%
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The stock market was Stock Market Performance (Source: MSE) Month-on-month share price percentage change (%)
bullish in November The stock market was bullish in November 2025, with the Malawi All Share Index (MASI) rising
2025, with the Malawi by 2.84% to 619,709.36 points from 602,600.89 points in October 2025. This brought the MASI 1
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The government
awarded MK610.78
billion through Treasury
Bill (TB) and Treasury
Note (TN) auctions in
November 2025, a 11%
increase from the
MK551.55 billion
awarded in October
2025.

Economic Overview (Continued)

Fiscal Policy (Source: Published Media, EIU)

The government announced 12 austerity measures to curb spending and conserve resources.
The Chief Secretary stated that the new policies include a 30% reduction in fuel allocations for
ministers, deputies, and senior officials, a freeze on purchasing new vehicles and high-value
assets, limits on foreign travel and delegation sizes, and a shift toward virtual meetings to cut
travel costs. The government also plans to reduce embassy staff to a maximum of five officials
per mission. Estimates suggest the fuel cuts alone could save over MK318 million annually. Civil
society leaders welcomed the measures as a step toward fiscal discipline but cautioned that
their success depends on strict enforcement, transparency, and sustained leadership
commitment to accountability.

The Minister of Finance dismissed fears that Malawi could default on its debt. He revealed that
public debt has risen to MK21.6 trillion, while government expenditure has increased nearly
fivefold from MK4.1 ftrillion in 2019, even as revenues stagnate. The Minister stated that China
has already cancelled USD20 million of Malawi’'s debt. He also outlined reforms focused on
fiscal discipline, better resource management, and efficient public spending.

Government Securities (Source: RBM)

The government sought to borrow MK277.94 billion through Treasury Bill (TB) and Treasury
Note (TN) auctions in November 2025. This is 2.14% lower than the MK284.03 billion sought in
October 2025. Overall, participants applied for MK610.78 billion, of which MK610.78 billion was
awarded, representing an 11% increase from the MK551.55 billion awarded in October 2025.
The graphs on the right show the breakdown between TBs and TNs in November 2025
compared to October 2025. In November 2025, both the TB and TN auctions had a nil rejection
rate.

Government Securities Yield Curve

As of 30 November 2025, the 91, 182, and 364-day TB yields remained at 16.00%, 20.00%, and
26.00%, respectively. The average TB yield was 20.67%, unchanged from 20.67% as of 30
November 2024. Similarly, the 2, 3, 5, 7, and 10-year TN yields remained at 28.75%, 30.00%,
32.00%, 34.00%, and 35.00%, respectively. The average TN yield was 31.95%, unchanged from
the average yield of 31.95% as of 30 November 2024.

Fiscal Policy and Government Securities

|II Bridgepath Capital

Invest to Achieve

Government sought

Applied

Awarded

Treasury Bills (MK’ billion)

29.39

29.39

72.96
73.60

84.39

® Nov-25 = QOct-25

137.45

Government sought

Treasury Notes (MK’ billion)

204.97
210.43

Awarded 581.39
= Nov-25 = Oct-25
Government securities yield curve
35.00%
28.75% 30.00% 32.00% 34.00% ’
26.00% B 34.00% | 35.00%
o 20.00% " 0 32.00% : 0 )
16.00% ___/“' 26.00% | 28.75% 30.00%
o
16.00% 20.00%
91-days 182-days 364-days 2-YrTN 3-YrTN 5-YrTN 7-YrTN 10-YrTN

B B

B

- 30 November 2025

= = 30 November 2024




As of 28 October 2025,
USD542.31 million had
been generated from
the sale of 221.27
million kilograms (kgs)
of tobacco.

Market Developments

Commodities Market Developments

Local Maize Price Developments (Source: IFPRI)

In November 2025, maize prices fell by 6%, declining from MK1,238/Kg (MK61,900 for a 50kg
bag) in the last week of October 2025 to MK1,168/kg (MK58,400 for a 50kg bag). According to
IFPRI, maize prices decreased across all markets, which is an unusual trend as the peak lean
season approaches. The November 2025 price is 34% higher than in November 2024, when
maize sold for MK871/kg (MK43,550 for a 50kg bag).

Global Oil Price Developments (Source: OPEC)

The average OPEC reference basket price decreased by 1% month-on-month to
USDG64.46/barrel in November 2025 from USD65.20/barrel in October 2025 and declined by
12.4% year-on-year from USD72.98/barrel in November 2024. The global oil demand growth
forecast for 2025 remains at 1.3 mb/d, year-on-year.

Tobacco Auction Developments (Source: AHL, Various Published Media)

As of 30 November 2025, the cumulative value of tobacco sold was USD542.31 million,
generated from a cumulative 221.27 million kilograms (kgs), sold at an average price of
USD2.45/kg. In contrast, at the end of the 2024 season on 18 September 2024, the cumulative
value of tobacco sold stood at USD396.94 million, generated from a cumulative 133.38 million
kgs sold at an average price of USD2.98/kg.

The Reserve Bank of Malawi (RBM) announced that, beginning next tobacco marketing
season, all tobacco purchases on the auction floors must be conducted exclusively in U.S.
Dollars. The policy aims to boost foreign exchange inflows, strengthen reserves, and enhance
transparency and fairness in the sector. Merchants must also declare all foreign exchange
brought into Malawi for trade operations and comply with the Foreign Exchange Act (2025)
and the Repatriation of Export Proceeds Directive. The RBM asked the Tobacco Commission
to implement and communicate the change.

Local Mining Industry Developments (Source: Published Media)

The World Bank’s Mining Sector Diagnostic Report for Malawi notes that the country
possesses a substantial yet underutilized mineral endowment, critical for advanced industries
and the global energy transition. However, institutional weaknesses, infrastructure gaps,
regulatory inconsistencies, and social governance challenges continue to constrain the
sector’s potential. To address these issues, the report proposes reforms built around three
pillars of Growth, Governance, and Benefit Capture and Management, designed to transform
Malawi’s mining sector into a driver of long-term, inclusive, and sustainable development.
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The President of
Malawi announced
that beginning in
January 2026,
primary and
secondary education
will be free.

Market Developments (Continued)

Policy and Regulatory Developments

The government of Malawi secured USD300 million from the Africa Climate Finance
Initiative to establish a dedicated Office for Climate Finance, which will receive
USD600,000 annually to strengthen national systems for managing climate funding,
coordinating interventions, and accessing global climate resources. This new institutional
framework aims to enhance oversight of climate finance flows, improve alignment of
national climate responses, and ensure Malawi's more effective engagement in
international processes such as COP30. The initiative also reflects a wider regulatory shift
toward better coordination among government agencies, development partners, and
technical experts to bolster the country’s preparedness, mitigation efforts, and long-term
climate resilience.

Following the President of Malawi’s executive order banning the export of raw minerals,
the Mining and Minerals Regulatory Authority emphasized that the directive is legally
binding and urged all companies and individuals to comply. The order is aimed at
promoting beneficiation, advancing industrialization, and strengthening governance within
Malawi’s mining sector. The Authority clarified, however, that the ban does not apply to
samples submitted for laboratory analysis by exploration companies, nor to value-added
mineral products such as the lime produced by Zalewa Lime Company.

Trade and Investment Partnerships

The Malawi Trade Report 2025 revealed a USD2.4 billion (MK4.3 trillion) trade deficit and
a 6.8% drop in exports, while imports fell only 0.6% from USD3.33 billion in 2023 to
USD3.31 billion in 2024. Exports fell 6.8% to USDO0.96 billion, despite tobacco earnings
hitting USD569.9 million (MK970 billion), showing heavy reliance on a single crop.
Services exports, led by telecommunications and IT, grew from USD42 million (MK75.6
billion) in 2019 to USD54 million (MK277 billion) in 2023 but remain under-supported. The
report urges a focus on regional markets, with Malawi holding a 0.3% African export share
versus 0.0004% globally, unlocking USD208 million (MK374 billion) in potential exports.

Morocco has committed to building a fertiliser manufacturing plant in Malawi as part of a
broader support package. The plant will reduce Malawi’'s reliance on fertiliser imports,
stabilise prices, and strengthen the country’s role as a regional agricultural hub. This
follows the approval of OCP Group fertilisers after year-long trials by Malawian and
Moroccan experts. Government officials say the project supports Malawi’s import-
substitution goals, noting the country spends about $300 million annually on fertiliser
imports. Experts also view the development as positive for reducing logistical costs that
have contributed to high fertiliser prices.

Maize Developments

The Minister of Agriculture, Irrigation and Water Development launched a MK209.4 billion
2025-26 Lean season Food Insecurity Response Programme. Additionally, she emphasized
the need for Malawians to adapt to changing weather patterns through irrigation farming
which her ministry is promoting as one way of ending hunger in the country.

The President of Malawi extended the State of Disaster declaration to all districts in Malawi,
with about four million people at risk of hunger between October 2025 and March 2026.
Government says the declaration will help mobilise more local and international support,
with the Department of Disaster Management Affairs (DODMA) noting that all districts now
require urgent assistance and the national MK209.4 billion response plan still faces a
MK147 billion deficit.

The NICO Group donated MK400 million, Press Corporation Limited (PCL) MK300 million,
National Bank of Malawi plc MK300 million, Standard Bank Malawi plc MK200 million, and
First Capital Bank MK210 million toward Malawi's hunger-relief effort following the
government’s declaration of a State of Disaster amid food shortages affecting about four
million people. The institutions stated that their support reflects a commitment to assisting
vulnerable communities, with funds going toward maize purchases and coordinated aid
distribution.

The World Bank provided the government with a USD45 million (MK78 billion) emergency
food security funding grant, while Norway donated USD8.3 million (MK14.4 billion) to the
World Food Programme (WFP) to support Malawi’'s 2025-26 lean season response and
home-grown school feeding. The funding will finance school meals and provide 6,000 metric
tonnes of maize for 520,000 people in three food-insecure districts.

Malawi’s maize imports from Zambia are being delayed because the government has yet to
make the first payment (about MK53.9 billion) on the 200,000 metric tonnes maize deal
signed on 22 October 2025. Authorities, including the Ministries of Agriculture, Justice, and
Treasury, are finalizing paperwork, logistics, and funding with partners to enable deliveries.

Education

The President of Malawi announced that beginning in January 2026, primary and secondary
education will be free. In addition, Malawi National Examination Board (MANEB)
examination fees have been abolished for both primary and secondary schools. This policy
promotes equal access to education and empowers young Malawians regardless of their
economic background, promoting equity and long-term economic growth by expanding
access to education.
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As of September 2025,
total revenue and grants
for the 2025-26 fiscal year
amounted to MK2.38
trillion against a midyear
projection of K2.71 trillion.
This was

because of prevailing
macroeconomic
imbalances and low grant
inflows.

The expenditure and fiscal
deficit outturn was at
MKA4.42 trillion against the
mid-year projection of
MK4.24 trillion, while the
fiscal deficit was at
MK2.04 trillion, against
the projected MK1.53
trillion.

A brief on the 2025-26 Mid-Year Budget Review

Introduction

The Minister of Finance and Economic Affairs delivered the 2025-26 Mid-Year Budget
Review to Parliament on 21 November 2025. The statement highlighted mid-year
macroeconomic developments, revenue and expenditure performance, proposed budget
revisions, ongoing government reforms, and upcoming revenue-enhancement measures.

Macroeconomic Developments

According to the 2025-26 Mid-Year Budget Review Statement, the IMF has projected
global growth at 3.2% in 2025 and 3.1 % in 2026. Global headline inflation is projected to
decline with variations across countries.

The IMF projects regional growth for the Sub-Saharan region at 4.1% in 2025, unchanged
from 2024, with a modest improvement expected in 2026. However, the Sub-Saharan
region continues to face challenges, including volatile commodity prices trends, persistent
tight borrowing conditions, and a weakening global trade and aid environment.

Malawi’s GDP growth forecast for 2025 has been slightly revised downward from 2.8% in
May 2025 to 2.7% in November 2025. Growth is estimated at 3.8% in 2026 and 4.9% in
2027, driven by improvements in Agriculture, Tourism, Mining, Manufacturing (ATMM) and
Digitisation. In terms of inflation, the domestic economy is currently characterized by
shortages of food, foreign exchange and fuel, which have contributed to rising prices of
goods and services. Consequently, annual inflation has averaged 32.3% in 2024 with a
projected decline to 28.5% and 20.7% in 2025 and 2026, respectively.

According to the Mid-year Budget Review Statement, the country is experiencing low
foreign exchange reserves, worsened by premature expiration of the IMF’'s Extended
Credit Facility (ECF) and the withdrawal of aid and donor-funded programs. Furthermore,
the country’s narrow export base limits capacity for foreign exchange generation. However,
the Government, in collaboration with the Development partners, is undertaking necessary
measures to rectify the situation.

2025-26 Mid-Year Budget Performance
Revenue and Grants

The total revenue and grants, as at midyear, for the 2025-26 fiscal year amounted to
MK2.38 trillion against a midyear projection of K2.71 trillion. Domestic revenue amounted
to MK2.10 trillion against a projected MK2.14 trillion. Grants amounted to MK325.5 billion
against a projection of MK571.4 billion. According to the Statement, the underperformance
in revenue is largely attributed to prevailing macroeconomic imbalances and a reduction in
external grants.
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Expenditure

As of September 2025, the expenditure outturn was MK4.42 ftrillion, consisting of MK3.50
trillion in recurrent expenditure and MK917.9 billion in development expenditure. The total
expenditure at midyear represented a variation of MK175.7 billion from the projected
expenditure of MK4.24 ftrillion. This is largely due to the frontloading of certain expenditure
lines in the health and agriculture sectors and over-expenditure on wages and salaries,
public debt interest, general elections and domestically financed projects.

Fiscal Deficit Financing

The total fiscal balance in the first half of the 2025-26 financial year amounted to MK2.04
trillion against the projected MK1.53 trillion. This is owing to lower-than-expected revenue
collection coupled with higher-than-planned expenditures.

2025-26 Mid-Year Budget Performance (MK’ trillion)
424 442

m

Fiscal Deficit Financing

Revenue & Grants Expenditure

® Projected m Actual

Projections for the Second half of the Financial Year

In the second half of the 2025-26 financial year, total revenue and grants are projected at
MK3.08 trillion, comprising MK2.42 trillion domestic revenue and MKG57.5 billion grants.
Total expenditure is projected at MK4.17 ftrillion, of which MKS3.16 frillion is recurrent
expenditure and MK1.01 trillion is development expenditure. The Overall balance for the
second half of the financial year is a projected deficit of MK1.09 ftrillion.

Projections for the second half of the 2025-26 financial year
(MKL; t1ri7llion)

3.08
- 1 .09
I
Revenue & Grants Expenditure Fiscal Deficit
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The approved 2025-26
budget was revised
upward by MK512.6
billion from MK8.08 trillion
to MK8.59 trillion.

A brief on the 2025-26 Mid-Year Budget Review (Continued)

Revised 2025-26 Budget

The approved 2025-26 budget was revised upward by MK512.6 billion from MK8.08 trillion
to MK8.59 trillion. This revision is intended to accommodate budgetary pressures,
including wages and salaries, public debt interest, generic goods and services,
procurement of drugs, elections, maize purchase logistics, FISP, domestically financed
projects, introduction of free primary and secondary education in 2026 and MANEB
examination fees, all amounting to MK723.4 billion.

The total fiscal deficit to the end of the year is projected to amount to MK3.13 ftrillion
against the projected MK2.50 trillion. This is attributed to a higher-than-planned
expenditure for the second half of the financial year.

Revised 2025-26 Total Budget (MK trillion)

8.08 8.59

Approved Revised

Performance of Key Sectors
Agriculture Sector

The Agriculture sector saw expanded support through an increase in Farm Inputs Subsidy
Program (FISP) beneficiaries from 528,020 to 1.1 million. To improve performance, the
Government will prioritise irrigation development and climate resilience through
programmes aiming to reduce reliance on rain-fed farming and strengthen productivity.

Health Sector

The Health sector faced pharmaceutical shortages, prompting the Government to allocate
an additional MK17.1 billion, split between central and district hospitals. Furthermore, the
Government will explore other avenues of financing the sector.
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Education Sector

The government introduced free primary and secondary education by abolishing school
development fees, general-purpose funds, and Malawi National Examination Board
(MANEB) examination fees. To sustain these reforms, MK32.5 billion is required for the
last quarter of the 2025-26 financial year. Progress on the Mbelwa University Project will
also be enhanced under the Second Vice President’s supervision.

Mining Sector

The Mining sector recorded progress with the issuance of 1,222 licenses and
advancements in upgrading the Mining Cadastre system. The recommissioning of the
Kayerekera Uranium Mine under a new agreement also boosted investor confidence.

Digitalisation

To strengthen digital transformation efforts, the government appointed the Ministry of
Information and ICT to coordinate all ICT initiatives. Key programmes such as Digital
Malawi Acceleration, Inclusive Digital Transformation, and Last Mile Connectivity will
expand access, close connectivity gaps, and enhance participation in the digital economy.

Disaster Management Affairs

The government emphasized the need for improved disaster response and resilience. To
enhance coordination, the Vice President has been assigned responsibility for disaster
management, ensuring more effective delivery of preparedness and recovery efforts.

Food Security

Following the national disaster declaration, the Minister of Finance stated that development
partners and local financial institutions supported the procurement of maize and food
assistance. Government will continue leveraging these partnerships to ensure adequate
supplies for affected households.

Public Debt Management

According to the 2025-26 Mid-year Budget review statement, Malawi’s public debt reached
MK21.6 trillion (86% of GDP), limiting fiscal space. To restore sustainability, the
Government is pursuing debt restructuring, fiscal consolidation, concessional borrowing,
and improved oversight of State-Owned Enterprises. Agreements with most bilateral
creditors have been concluded, with continued engagement underway for commercial debt
restructuring.

|II Bridgepath Capital
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The government has
introduced a range of tax
and non-tax measures to
strengthen revenue
collection, including new
levies on bank and mobile
money transfers, PAYE
and corporate tax reforms,
a VAT increase, stricter
tax administration, and
non-tax measures such as
insurance levies, visa
fees, and enforced
remittance of revenues
and SOE dividends.

A brief on the 2025-26 Mid-Year Budget Review (Continued)

Fiscal Discipline

The Minister reported that the government is strengthening fiscal discipline and public debt
management through strict austerity measures. Key actions include minimising travel,
restricting procurement of high-value assets, and managing the wage bill more tightly. To
ensure spending aligns with real resources, the Government will fully implement a cash
budgeting system, funding activities only when cash is available.

Public Sector Reforms
Public Finance Management

According to the mid-year budget statement, the government will strengthen the Systems,
Applications, and Products Data Processing based (SAP-based) Integrated Financial
Management Information System (IFMIS) by activating the new Human Capital
Management and Payroll Module. It is also implementing comprehensive State-Owned
Enterprise (SOE) reforms to improve liquidity management, debt monitoring, revenue
collection, and governance. SOEs will be required to remit dividends consistently as the
Government enhances oversight to ensure they become financially viable and
accountable. Additionally, loss-making utility SOEs will adopt cost-reflective pricing and
improve efficiency to reduce pressure on the national budget.

Fiscal Decentralisation

Beginning 1 April 2026, each constituency is set to receive MKS billion for constituency
development. However, the Government will develop Constituency Development Fund
(CDF) guidelines to outline implementation modalities and reporting frameworks.

Reforms to Build Foreign Exchange Reserves

In the mid-year budget review, the Minister of Finance stated that the government has
introduced several measures to strengthen the economy, including banning raw mineral
exports, scaling up gold purchases, and creating a Sovereign Wealth Fund. It will review
mineral licenses, establish a Commodity Market Exchange to reduce smuggling, and
require foreign tourists to pay in foreign currency. Other steps include promoting import
substitution, shortening the export proceeds repatriation period to 90 days, easing diaspora
banking processes, tightening foreign exchange regulations, and promoting electronic
transactions to help manage inflation and improve foreign exchange availability.
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Revenue Enhancement Measures
Income Tax Measures

The government has introduced several revenue-enhancing tax measures, including a
0.05% levy on bank transfers and high-value mobile money transactions above MK100,000
paid by the sender, alongside increased mobile money limits to promote digital payments.
Pay As You Earn (PAYE) has been restructured by raising the zero-rate threshold from
MK150,000 to MK170,000, removing the 25% bracket, adjusting income bands, and
introducing a new 40% rate to monthly incomes above MK10 million. Corporate taxation
has been strengthened through a lower threshold for supernormal profit tax set at MK5
billion from MK10 billion, a new Minimum Alternate Tax (MAT) for large companies, and
capital gains tax will apply to all share disposals, irrespective of how long the shares have
been held. Additional measures include the collection of withholding tax on residential
rental income, increase of withholding tax on gambling winnings from 10 percent to 15
percent, full enforcement of excise duties on lottery revenues, and reinstatement of a 20%
surcharge on cement imports.

Valued Added Tax (VAT) Measures

The VAT rate has been increased from 16.5% to 17.5% to boost revenue and help reduce
the fiscal deficit. The adjustment aligns Malawi’'s VAT structure with regional and
international benchmarks.

Administrative Measures

The Minister reported that the government will tighten tax administration by imposing strict
penalties on businesses that fail to issue VAT receipts and by restricting tax waiver
requests from Government entities. Only waivers related to donations or donor-funded
projects will be permitted, ensuring stronger compliance and protection of the tax base.

Non-Tax Measures

Several non-tax measures have been introduced by the Government to strengthen
revenue control. These include a 2% levy on motor vehicle insurance to support the health
sector, the reinstatement of visa fees based on reciprocity, strict enforcement of revenue
remittance by Ministries, Departments and Agencies (MDAs), and immediate enforcement
of dividend and surplus payments from State-Owned Enterprises.

|II Bridgepath Capital
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Appendix 1: Historical Monthly Economic Indicators

Exchange rates (middle rates)

MK/USD 1,750.11 1,749.93 1,750.35 1,749.65 1,750.25 1,750.51 1,750.67 1,750.48 1,750.58 1,749.95 1,750.37 1,749.95 1,750.07
MK/GBP 2,290.94 2,250.25 2,233.84 2,268.53 2,329.61 2,412.28 2,415.65 2,473.04 2,391.69 2,424.53 2,423.25 2,371.39 2,377.10
MK/EUR 1,904.40 1,869.77 1,866.83 1,873.26 1,945.35 2,052.11 2,045.98 2,112.11 2,061.68 2,103.70 2,103.32 2,078.57 2,087.24
MK/ZAR 99.29 95.89 97.11 97.04 98.15 96.28 100.76 101.58 99.70 101.77 103.60 103.58 103.68
Foreign Exchange Reserves

Total reserves (USD'mn) 516.9 530.9 570.6 569.5 536.0 530.0 521.0 555.9 607.7 521.9 511.8 N/A N/A
Total Reserves Import cover (months) 2.1 2.1 2.3 2.3 2.1 2.1 2.1 2.2 24 2.1 2.0 N/A N/A

Headline 27.00% 28.10% 28.50% 30.7% 30.5% 29.2% 27.7% 27.1% 27.3% 28.2% 28.7% 29.1% N/A
Food 33.70% 35.60% 36.00% 38.5% 37.7% 35.8% 32.7% 31.6% 32.4% 33.7% 33.0% 32.4% N/A
Non-food 17.20% 16.80% 16.90% 18.5% 19.2% 19.4% 20.0% 20.1% 19.3% 19.5% 21.7% 23.8% N/A
Monetary Policy Rate 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00%
Average Interbank Rate 23.29% 23.20% 23.19% 23.20% 23.20% 23.18% 23.38% 23.92% 23.98% 23.99% 23.98% 23.98% 23.98%
Lombard Rate 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20% 26.20%
Commercial Bank Reference Rate 25.50% 25.30% 25.20% 25.10% 25.10% 25.10% 25.10% 25.10% 25.30% 25.40% 25.30% 25.40% 25.30%
91-days Treasury Bill 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 16.00%
182-days Treasury Bill 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00%
364-days Treasury Bill 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00% 26.00%
2-year Treasury Note 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75% 28.75%
3-year Treasury Note 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00%
5-year Treasury Note 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00%
7-year Treasury Note 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00% 34.00%
10-year Treasury Note 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00% 35.00%
Average Treasury Bill Yields 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67% 20.67%
Average Treasury Note Yields 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95% 31.95%
Year-to-date Return

MASI 47.08% 55.06% 29.90% 64.92% 69.52% 68.39% 64.58% 91.77% 124.53% 211.15% 236.67% 250.27% 260.21%
DSl 47.71% 52.11% 32.35% 50.42% 56.52% 62.53% 62.41% 89.34% 120.03% 214.05% 236.40% 233.38% 217.92%
FSI 42.71% 75.65% 15.08% 152.62% 148.16% 103.82% 77.74% 106.49% 150.94% 195.28% 239.14% 348.11% 503.79%
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Appendix 2: Selected stock market statistics as of 30 November 2025

Dividend Yield (%) - the weighted P/E Ratio - the weighted average price P/BV Ratio - the weighted average Market Capitalization (MK'billion) -
average dividend yield on the MSE was to earnings ratio on the MSE was price to book value ratio on the MSE FMBCH had the highest market
1.2% in November 2025. The counter 42.40x in November 2025. The counter was 14.60x in November 2025. The capitalization at MK8.3 trillion in
with the highest dividend yield was with the lowest positive ratio was ICON counter with the lowest positive ratio November 2025.
STANDARD at 3.7%. at 4.90x. was MPICO at 0.69x.
FMBCH — 8,319
STANDARD 3.7% FMBCH 70.35x FDHB 45.11x
NBM e 5,789
MPICO STANDARD 59.78x AIRTEL 42.62x
oMU FDHB 50 33x MBCH STANDARD NN 5,163
SUNBIRD NBM 56.60x NBS FDHB N 4,394
AIRTEL NBS 37.64x STANDARD NICO Ml 1815
MSE TNM 36.13x MSE ILLOVO [ 1,662
32.04
NBS AIRTEL X NICO AIRTEL [ 1,369
oMU 28.39x
NICO ILLOVO PCL W 1.050
NBM NICO 25.20x NITL
NITL [ 532
ILLOVO ILLOVO 21.53x TNM
TNM B 363
FDHB NITL 17.87x oMU
SUNBIRD [ 190
NITL SUNBIRD 17.85x PCL
ICON | 120
PCL | 0.1% PCL 16.23x SUNBIRD
BHL
FMBCH | 0.1% MPICO | 5.25x BHL 88
BHL | 0.0% ICON [ 4.90x ICON oMU | 74
TNM | 0.0% -64.53x MPICO MPICO | 45
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Appendix 3: Oxford Economics Macroeconomic Projections

(Annual percentage changes unless specified)

Indicator

Real GDP growth 1.9 1.8 24 3.5 34 5.6
CPl inflation 28.8 32.2 28.8 32.5 20.9 5.0
Exports of goods (USD bn) 1.0 1.0 1.1 1.2 1.4 1.5
Exports of services (USD bn) 0.5 0.5 0.5 0.6 0.7 0.7
Imports of goods (USD bn) 3.0 3.0 3.0 2.9 3.0 3.3
Imports of services (USD bn) 1.00 0.9 0.8 0.8 0.8 0.9
Exports of goods -0.3 0.0 8.9 11.5 11.8 9.6
Imports of goods 4.5 0.8 -0.1 -4.0 4.1 9.9
Current account (USD bn) -2.1 -2.1 -2.1 -1.8 -1.6 -1.7
Current account balance (% of GDP) -16.7 -18.7 -13.2 -11.5 -9.6 -9.3
Exchange rate per USD (year average) 1,161.1 1,734.3 1,734.0 2,408.1 2,787.3 2,857.0
External debt total (USD bn) 3.6 4.5 5.5 5.8 6.1 6.6
Government balance (% of GDP) -8.3 -8.3 -10.7 -10.1 -9.0 -8.2
Government debt (% of GDP) 91.0 76.7 73.3 83.4 79.8 72.4
Population (million) 211 21.7 22.2 22.8 23.4 24
Nominal GDP (USD bn) 12.6 11.4 15.9 15.7 171 18.3
GDP per capita (USD current prices) 597.4 525 715.9 688.3 730.6 762.9

Source: Oxford Economics Country Economic Forecast (Malawi), October 2025
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Appendix 4: EIU Macroeconomic Projections

Indicator

Real GDP growth (%) 1.6 1.3 1.6 2.3 2.5 2.8 3.0

Consumer price inflation (av) 28.8 32.2 27.6 23.9 17.4 13.9 11.2

Government balance (% of GDP) -4.5 -9.1 -9.6 -7.3 -6.5 -5.8 -5.2

Imports of goods fob (USD bn) -3.0 -2.7 -2.6 -2.7 -2.9 -3.0 -3.2

Current-account balance (% of GDP) -17.9 -17.0 -11.8 -11.2 -10.5 -10.3 -10.0

Exchange rate MK/USD (end-period) 1,698 1,734 1,750 2,438 2,497 2,986 3,250

Source: EIU Five-Year Forecast (Malawi), September 2025
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AfDB
AGOA
AHL
ATMM
av

BHL

bn

CDF
COMESA
CPI
DFC
DODMA
DRPP
ECF

EIU
EUR

FDHB
FISP
FMBCH
FY
GBP
GDP
ICAM
IFAD
IFMIS
IFPRI
IMF

Kg
LRR
MANEB
MASI
MAT
Mb/d

: African Development Bank

: African Growth and Opportunity Act

: Auctions Holding Limited

: Agriculture, Tourism, Mining and Manufacturing
: Average

: Blantyre Hotels Plc

: Billion

: Constituency Development Fund

: Common Market for Eastern and Southern Africa
: Consumer Price Index

: Development Finance Corporation

: Department of Disaster Management Affairs

: Digital Retail Payments Platform

: Extended Credit Facility

: Economist Intelligence Unit
: Euro

: FDH Bank Plc

: Farm Input Subsidy programme

: FMB Capital Holdings Plc

: Fiscal year

: Great British Pound

: Gross Domestic Product

: Institute of Chartered Accountants in Malawi

: International Fund for Agricultural Development
: Integrated Financial Management Information System
. International Food Policy Research Institute
: International Monetary Fund

: Kilogram

: Liquidity Reserve Requirement

: Malawi national Examination Board

: Malawi All Share Index

: Minimum Altenate Tax

: Million barrels per day

MDA
MITC
MK
Mn
MPC
MSE
MSME
Mt
MVAC
NBM
NBS
NICO
NITL
NSO
OMO
oMU
OPEC
P/BV
P/E
PAYE
PCL
RBM
SAP
SMEDCO
SOE
TB

TN
TNM
USAID
usD
VAT
WB
WFP
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: Ministries, Departments and Agencies

: Malawi Investment and Trade Centre

: Malawi Kwacha

: Million

: Monetary Policy Committee

: Malawi Stock Exchange

: Micro, Small and Medium Enterprises

: Metric tons

: Malawi Vulnerability Assessment Committee

: National Bank of Malawi Plc

: NBS Bank Plc

: NICO Holdings Plc

: National Investment Trust Limited Plc

: National Statistical Office

: Open Market Operation

: Old Mutual Limited Plc

: Organization of the Petroleum Exporting Countries
: Price to book value

: Price to earnings

: Pay As You Earn

: Press Corporation Limited Plc

: Reserve Bank of Malawi

: Systems, Applications, and Products Data Processing
: Small and Medium Enterprises Development Corporation
: State Owned Enterprise

: Treasury Bill

: Treasury Note

: Telekom Networks Malawi Plc

: United States Agency for International Development
: United States Dollar

: Value Added Tax

: World Bank

: World Food Programme
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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

Head Office — Blantyre

Bridgepath Capital Limited

1st Floor (106), Development House
Corner Henderson Street Road

PO. Box 2920

Blantyre

Lilongwe Office

Bridgepath Capital Limited

Taurus House, Off Presidential Drive
City Center

Lilongwe

Mobile No:+265 886 500 555

Tel No: + 265 111 828 355

Email: info@bridgepathcapitalmw.com

Website: www.bridgepathcapitalmw.com

Our Financial Advisory Solutions
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We have extensive financial advisory experience. Below are some transactions we have executed:

Y4 h

4 )
L
B

BLANTYRE HOTELS PLC

MK62.4 billion Rights
Issue

Joint Lead advisor

2024

-

_/

-

thm

always with you

Fairness Opinion on

the MK30 billion
issue for cash

\_

Independent expert

2025

@ vyBucks

Sell-side advisor on the
disposal of the bank to
an investor consortium

Lead advisor

2021 - 2022

AN _

Press Corporation Plc

Valuation of Unlisted
Equity Investments

Valuation expert

2022 - 2024

We provide a range of financial advisory solutions to meet your needs and challenges:

EEE‘E Valuations
==
I | Project Finance Advisory

( $ ’7') Capital Raising

Eiﬂ Eiﬂ Mergers and Acquisitions
.—.l’;;.—. Transaction Services

20

Projections

Business Plans/feasibility studies/Financial

=
(O Business/Financial Modelling
~ % Independent Business Reviews

Equity/IPO Advisory

Invqst.
Achlgve.
Be Different.
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