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Zambia is facing several political challenges including a weakening currency, rumours

of President Sata's ill-health and a main opposition party in disarray. The country must

also navigate what is likely to be a volatile constitution-making process. At this stage,

we believe that Zambia has an institutional framework robust enough to see off these

challenges.

The Zambian kwacha will remain under pressure over the short-term as it will take time

for the monetary authorities' tightening measures to feed through to sentiment. Over the

longer term, we believe that the kwacha is likely to stabilise rather than descend into a

spiral à la the Ghanaian cedi.

Currency weakness and potential macroeconomic instability will not meaningfully affect

economic growth and we have only made a small downgrade to our 2014 real GDP

growth forecast (to 6.7% from 6.9% previously) and left our 2015 forecast unchanged at

7.0%. That said, risks are firmly to the downside.

Major Forecast Changes

We have downgraded our 2014 real GDP growth forecast to 6.7% from 6.9%

previously.

We have increased our end-2014 inflation forecast to 9.3% from 7.9% previously owing

to currency weakness.
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