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MONETARY POLICY COMMITTEE STATEMENT 1ST SEPTEMBER 2021

 � Following its August 30th – 31st meeting, the Monetary 
Policy Committee (MPC)   decided to hold the 
Monetary Policy Rate at 8.5%.

 � Inflation is projected to decelerate faster and edge 
closer to the target range on account of the favorable 
outlook of the exchange rate and improved prospects 
for fiscal consolidation.

 � The domestic economy is projected to register a 
modest growth of 1.6% in 2021 and strengthen over 
the medium term.

 � Recently, the Kwacha has 
appreciated sharply mainly 
due to significant inflows 
from non-resident investors 
in Government bonds and 
improved market sentiments.

 � Between 1st July and 31st August 2021, the Kwacha 
strengthened by 29.6% to K15.94 per US dollar.

 � One way Zambia can sustain these currency gains is 
to focus on producing export oriented goods. This 
would increase the demand for the Kwacha and 
thereby increase its value.

 � In August 2021, inflation declined marginally to 24.4% from 24.6% in July mainly as a result 
of the appreciation of the Kwacha against the US dollar.

 � Recent appreciation in the exchange rate and improved prospects for fiscal 
consolidation are favorable to inflation. 

 � The Committee noted that inflation is projected to decelerate faster and edge closer to 
the target range than was envisaged in the May 2021 MPC meeting.

 � In arriving at this decision, the MPC remained mindful of the subdued economic activity 
and existing vulnerabilities in the financial system.

 � Underlying the decline in inflation is the favorable outlook for the exchange rate and 
improved prospects for fiscal consolidation.

 � It is in view of this that the MPC decided to maintain the Monetary Policy Rate at 8.5%.

 � Possible increase in domestic energy prices (fuel pump prices and 
electricity tariffs) and COVID-19 related supply disruptions remain key 
upside risks to the inflation forecast.

 � Inflation is now projected to average 22.6% in 2021, 15.5% in 2022 and 11.9% in the first 
half of 2023.

 � Uncertainty surrounding the potential emergence of 
more contagious COVID-19 variants remains a key 
downside risk to the growth outlook.

 � The global economy continued to 
register gains in the second quarter 
of 2021 as economies gradually 
reopened following relative 
success in vaccinations against 
COVID-19.

 � This is on account of expected positive performance 
of information and communication technology, 
electricity, public administration as well as education 
sectors.

 � Sustained expansionary fiscal policies (particularly 
in the USA) and recovery in global trade will drive this 
global growth. 

 � Global growth is 
projected at 6% in 2021 
and 4.9% in 2022.
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THE MONETARY POLICY COMMITTEE DECISION

 � The receipt of Special Drawing Rights from the IMF, prospects of 
securing an IMF programme earlier than anticipated and progress 
with restructuring are expected to address fiscal imbalances and 
contribute to lower inflation expectations.

 � The bank remains committed to adjusting the policy rate upwards should the disinflationary 
process be slower than expected.

 � Decisions on the policy rate will continue to be guided by inflation forecasts, outcomes 
and identified risks (including those associated with financial stability and the COVID-19 
pandemic). 
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