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Lower growth in Monetary agregates

* As aresult of a tight monetary policy, money supply (M3)
and credit to the economy grew at much slower rates
during 2011 (8,1% y/y and 4,6% yly)

* Lending and deposit interest rates remained relatively flat,
during 2011 (mainly influenced by a high conversion ratio
in LCY), with liquidity improvement from Dec/2011, prime

lending rates started to ease in Feb 2012 to around 19%
e The targets for 2012 are:

— Reserve Money: 17.5% (9% in 2011) / M3: 18.9% /
Credit to the economy: 22.2%

. Lending and deposit interest rates are expected to ease

this year, following the Central Bank’s FPC cuts

Agregados Monetarios e Taxas de Juro (%)

o Monetary Agregates & Interest Rates (%)

20,0

10,0

100
80
60
40

20

mmmm y/y change Credit

mmm y/y change M3

=== Taxa de Juro Credito (Lending Interest Rates)
Taxa de Juro Depositos (Deposit Interest Rates)

5]
Q
m
(o)
o
=]
5]
3
Q

o
Q
o
o
53
(=g
5]
m
0
1S)
=]
5]
3

=

Racio de Conversao (% emprest/depositos)
Conversion Ratio (% loans/deposit)




economic briefing

Inflation came down substantially

* Inflation, measured by consumer price index has

Inflacao - Mocambique (Moz Inflation)
20,0

decreased substantially and projected by Govt. to o
average 7.2% in 2012 and 5.6% by 2014 (our updated £10.0 M A‘\\
forecast is 5%), from 12.43% in 2010 s0 | Y (YMear)

o= \edia (Averdge)

« The March annual inflation came at 3.81% (country)
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and 2.71% (Maputo), bringing down the averages to
8.41% and 7.22%, respectively , Inflacao - Maputo (Maputo Inflation)

 The ease in inflation is mainly attributed to the strength 14,0

of the local currency (Metical) against the USD and =80

X . == Anual (Year on Year)
ZAR (17.3% and 32.5% yly in 2011), together with the 20 | =e=Media (Average)
tightening of monetary policy from August 2010 dddddddddddddgd
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 Risks on food and international oil prices has reduced




economic briefing

Real interest rates are still high

Taxas de Juro

« Current easyng cycle of monetary policy 20 (Interest Rates)
started in Aug 2011 with FPC down 300bp to N W XW
13.5% and FPD200 bp to 3% 5

e 91d TBs came down to an historical low of
8.37% ——FPC
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» But real interest rates (difference between 15 | (Real Interest Rates and FPC TB Gap)
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Declining interest rates should support GDP

Real GDP accelerated 0,4pp to a 7,1% y/y expansion in
2011

The main contributors to this growth were the agriculture
sector, which accounts for 23.5% of the GDP and grew
8.1%, transport and communications sector with 8.9%
growth, financial sector 22.1% and the strong expansion
in mining sector, 18.9%

We expect real GDP to accelerate to 8% this year,
supported by forecasts of a good performance of the
agriculture sector, the continuation of foreign direct
investment and strong infra-structural spending, in a
context of a more accommodative monetary and fiscal

policy.
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Resources sector is growing fast from almost zero

Crescimento real do PIB, 2011 a/a % Sesr":‘/“ggc Estrutura % do PIB 2011
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. Coal sector is expected increase substantially its contribution to GDP from 2015 onwards, as production, transport and
export capabilities reach projected levels to cater for an annual production of 20 million metric tons, with potential to triplicate
to 60 million by 2018.

. Natural gas discoveries at Rovuma basin, announced by Anadarko and ENI, with total resources currently estimated in 70

trillion cubic feet has the potential to mobilize minimum investment amounts between 2013 and 2018 of USD 18 billion for

ploration and expqrt of natural gas, which.is.expected to impact substantially in size and structure of the country’s GDP.
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Fiscal discipline helped to contain inflation

During 2011 we have seen improved fiscal
discipline, with Government meeting most of their
targets from a revenue and spending point of
views, at levels that supported efforts to contain

inflation

Fuel prices started to increase indicating that

subsidies are being phased out.

Under 2012 budget, revenue is projected to grow
20.7% with expenditure growing 14.7%. Donor
support is expected to reduce from 56.4% of the
deficit to 51.8% reflecting the global economic

environment

2011 2012
2011 2012 %PIB %PIB
(MT 10'6) (MT 10%6) (%GDP) (%GDP)

Orcamento do Estado
(Goverment Budget)

Recursos Internos

(Internal Resources) (*)  79.158,0  95.5380 213 220
Despesa Total

(Total Expenditure) 141.7573 162.5354 38,1 37,5
Deficit Global

(Global Deficit) (62.599,3) (66.9974) (16,8) (15,9
Donativos

(Grants) 352845 347186 95 8,0
Deficit apos Donativos

(Deficit after Grants) ~ (27.314,8) (32.2788) (7,3) (7.4)

Credito Interno

(Internal Borrowings) 26186  2.650,1 07 06
Credito Externo
(External Borrowings) 246961 296288 66 6,8
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Local currency Is expected to remain stable

* Following a strong depreciation in 2010 against the USD

Taxas de Cambio
(Foreign Exchange Rates)

of 19.3%, the Metical has appreciated significantly during 50,0
2011, stabilizing at the level of 27 MZN/USD, with an 222
annual appreciation of 17.3% 350
*  The gains of the local currency in 2011 were extended to §222
the Euro and the Rand, with annual appreciations for 200
20.2% and 32.5%, respectively SRR % %% %g E.i % j‘cg:g: é’g Z’ %
*  Foreign direct investment, combined with donor support === MT/USD MT/EUR  ====MT/ZAR

to Govt. budget, external aid inflows and prospects of

Reservas Internacionais vs Cobertura Imp.
(Net International Reserves vs Import Cover)

exports increase continues to support the local currency
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Long term projections from GOM

Projections (*) 2010 2011(*) 2012(%) (...) 2025(*) 2035(*)
Nominal GDP (MT1076) 371.645 433.279
Nominal GDP (USD 10"9) 9,6 16,0 59,4 213,6
Real GDP (%) 6,8 7,1 7,5 10,4 8,8
Average Inflation (%) 12,7 10,3 7,2 51 5,2
Population (million inhabitants) 22,4 23,0 23,6 282 41,6
Per capita GDP (USD) 457,2 5948 675,2 1.791,0 5.140,3
Internal Revenue (% GDP) 20,0 38,1 37,5 20,5 23,0
External Resources (% GDP) 12,7 16,1 14,9 6,5 4,7
Donnations 8,6 9,5 8,0 3,7 2,7
External loans 4,2 6,6 6,8 2,8 2,0
Expenditure (% GDP) 32,3 38,1 37,5 33,1 32,4
Current 19,1 19,8 19,4 14,0 10,1
Investment 13,2 17,4 15,0 19,1 22,3
Trade Balance (% GDP) (10,4) 4,3 6,2
Exports 23,4 24,1 18,7

Imports 33,8 19,8 12,5
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