Malawi draws on International Monetary Fund support
26 January 2009

Malawi has become the first country to draw on the International Monetary Fund (IMF) Exogenous Shock Facility (ESF), a loan which is designed to mitigate the impact of adverse economic conditions beyond a countries control.
Malawi enjoys one of the highest growth rates in the world but has been hit by high fertiliser and fuel costs, which reduced its import cover to five weeks in September. Malawi requested the facility in a meeting with the IMF in September 2008 to help it adjust to the large trade shock it had suffered, as the countries reserves are “inadequate to cover essential imports over a prolonged periods, even after a period of substantial adjustment efforts,” stated a report published by the IMF on 21 January 2009. On 3 December 2008 the IMF approved a one-year US$77.1 million loan, of which US$51.4 million was available immediately. Repayments begin five and half years after the money has been disbursed and the loan has to be repaid in 10 years at an interest rate of 0.5 per cent
Inflation in Malawi reached 9.9 per cent in December, according to the National Statistical Office. Food inflation is running at 8.1 per cent. An earlier study from Michigan University stated that inaccurate high crop estimates in Malawi had lead to higher exports and shortages in the country itself. The study said "There is some evidence of a potential food crisis emerging in Zambia and possibly Malawi in early 2009, not because of world food price levels, but because of potential physical shortages, which are likely to send maize prices sharply higher over the coming months." 

The IMF has asked Malawi to tighten spending and budget control. The IMF's Deputy Managing Director Mr.Takatoshi Kato said it was important that Malawi enhances its fiscal discipline, and that "spending pressures will need to be resisted, particularly in the run-up to the May 2009 elections." Malawi has also agreed to implement a more flexible exchange rate system free of multiple currency practices.
