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I. INTERNATIONAL ECONOMIC OUTLOOK

1.1 ECONOMIC GROWTH

The world economic growth has strengthened in 2013 driven by improving economic
activity in advanced economies while economic growth slowed down in emerging
countries. According to the IMF World Economic Outlook in January 2014, global real
GDP grew by 3.0% in 2013 against 3.0% in 2013 and 3.1% in 2012 and is expected to
further strengthen to 3.7% in 2014. The economic activity in emerging and developing
countries increased by 4.7% in 2013 slightly lower than 4.9% recorded in 2012 while
projected to increase by 5.1% in 2014. The outlook for 2014 was revised upward due to
faster than expected US economic expansion.

Table 1: Real GDP growth in %

2012 2013 2013 Forecast
QI Q.II Q.III Q.Iv 2014
World 3.1 3.0 1.6 2.2 2.5 2.7 3.7
USA (QoQ) 2.8 1.9 1.1 2.5 4.1 2.7 2.8
Euro area (YoY) -0.7 -0.4 -1.2 -0.6 -0.3 0.4 1.0
Japan (QoQ) 1.4 1.7 45 3.6 1.1 3.6 1.7
UK (YoY) 0.2 1.4 0.7 2.0 1.9 2.6 1.9
China (YoY) 7.7 7.7 7.7 7.5 7.8 7.6 7.5

YoY and QOQ refer respectively to Year on Year and Quarter on Quarter growth
Source: IMF, World Economic outlook, October 2013 for annual data BLOOMGERG database for quarterly data

In the fourth quarter 2013, US economic activity rose by 2.7% after a jump of 4.1%
quarter-on-quarter in the third quarter 2013 and 2.5% in the second quarter led by
strong private demand namely strong resident and non-resident private fixed
investment, strong private consumption and partly by change in inventories while the
fiscal consolidation that occurred in March 2013 has curbed growth during the year.
For the whole year 2013, US economic growth was slightly down to 1.9% after 2.8% in
2012 but it is forecasted to improve by 2.8% in 2014 driven by final domestic demand
as the fiscal drag eased on the back of recent budget agreement in addition to declining
unemployment rate.

In the Euro Area, economies remain weak as austerity measures in the countries that
engaged in bailouts keep on pressuring on the economy and the debt crisis still far from
ending. While in the core countries the economy is showing signs of recovery;
peripheral countries are still struggling to stabilize their economies. Real GDP slightly
recovered year-on-year by 0.4% in the fourth quarter after a decline of 0.3% in the
third quarter. On average in 2013, real GDP contracted by 0.4% after a decline of 0.7%
in 2012 while expected to stand positive at 1.0% in 2014 supported by improvement in
domestic demand owing to accommodative monetary policy and external demand.
However, lingering challenges remain about the international impact of the U.S
monetary stimulus cut starting this year, high unemployment rate and the need for
balance sheet adjustments by both the private and public sectors in Europe.
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In Japan, underlying economic activity has remained strong driven by expansionary
fiscal and monetary policies. The economic growth was again up to 3.6% in the fourth
quarter after a slowdown to 1.1% in the third quarter and a large increase of 3.6% in
the second quarter 2013. By end 2013, the economic growth climbed to 1.7% from
1.4% in 2012 and foreseen to stay nearly unchanged at 1.7% as result of the increase in
consumption tax in early 2014.

In emerging and developing countries, the economy continues to strongly recover but
at lower pace (4.7% in 2013 and 4.9% in 2012) owing to weaker growth prospects and
rising vulnerabilities. Some emerging economies are facing tightened financial
conditions resulting from capital outflows and commodity exporting countries have
been affected by subdue global demand. Other countries are benefiting from increasing
demand from developed countries and China. In developing Asia, economy rose by
6.5% in 2013 and forecasted at 6.7% in 2014 from 6.4% in 2012 driven by strong
growth in China and India. China’s economic growth was slightly down to 7.6% from
7.8% respectively in the fourth and third quarter 2013. For the whole year 2013,
activity rose by 7.7% unchanged compared to 2012 and foreseen to stand at 7.5% in
2014.

In Sub-Saharan Africa, economic activity remained quite dynamic and grew by 5.1% in
2013 against 4.8% in 2012 backed by improved economic policies and strong
investment while projected to grow by 6.1% in 2014. In EAC, recent forecasts showed
that Rwanda and Tanzania were expected to have the strongest economic growth, 6.6%
and 7.0% respectively in 2013, from 8.0% and 6.9% achieved in 2012 followed by
Uganda (5.6%), Kenya (5.9%) and Burundi (4.5%).

I. 2 INFLATION AND COMMODITY PRICES

Inflationary pressures have eased in most developed and emerging economies
particularly from July due to lower energy and food prices and on persistent spare
capacity in developed economies. In developed countries, inflation stood at 1.4% in
2013 from 2.0% in 2012 while projected to slightly rise to 1.7% in 2014. In emerging
and developing economies inflation stood at 6.1% in 2013 after 6.0% whilst expected at
5.6% respectively in 2014.

Table 2: Annual inflation developments in %

2012 2013

Dec. Jan. Mar. June Sept. Dec.
USA 1.7 1.6 1.5 1.8 1.2 1.5
Euro Zone 2.2 2.0 1.7 1.6 1.1 0.9
UK 2.7 2.7 2.8 29 2.7 2.0
Japan -0.1 -0.3 -0.9 0.2 1.0 0.3
China 2.4 2.7 2.0 2.6 3.1 2.5
UAE®) 0.6 0.4 1.0 1.3 1.3 1.4

(*) United Arab Emirates
Source: ECB, Monthly Bulletin, November 2013, Websites
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In December 2013, US annual inflation was up to 1.5% from 1.2% in November 2013 as
result of rise in energy prices and shelter index. Similarly in UK, inflation fell to 2.0% in
December 2013 from 2.1% the previous month on slower increase in food and non-
alcohol beverages prices. In Euro zone, inflation was stable at 0.9% in December 2013
and November after 0.7% in October 2013. In the near future, inflationary pressures
will remain subdue in Euro area. Eurostat projected inflation at 1.1% in 2014. In Japan,
for the sixth consecutive month, inflation stood positive at 0.3% in December after 1.0%
in September 2013 mainly drawn by rising energy prices.

In Sub-Saharan Africa, inflation slowed down in most countries as result of decline in
commodity prices and slowdown in economic growth while strong domestic demand,
persistent capacity constraints and weakening exchange rates have offset these
downward pressures. Sub-Saharan Africa’s inflation is forecasted to slow to 6.9% by
end 2013 and furthermore to 6.3% end 2014.

Inflationary pressures remained globally moderate in EAC member countries owing to
better economic performances and efficient monetary policy. However, compared to
December 2012, inflationary pressures rose in some EAC countries (Kenya and Uganda)
as result of seasonal shocks mainly associated with food production and volatile energy
prices. Inflation in Rwanda decreased for the second consecutive month to 3.7% in
December from 4.6% in November 2013 due to the decrease in food and non-alcoholic
beverages and housing, water, electricity, gas and other fuels. In Uganda headline
inflation eased in December to 6.7% from 6.8% a month earlier due to a slower rise in
non-food prices. Tanzania’s annual inflation fell to 5.6% in December from 6.2% in
November 2013 on the back of a slowdown in food and transport prices.

Table 3: Annual inflation in EAC countries in percent

2012 2013

Dec. Jan. Mar. June Sept. Dec.
Uganda 55 49 4.0 3.4 8.4 6.7
Kenya 3.2 3.7 4.1 4.9 83 7.2
Tanzania 12.1 10.9 9.8 7.6 6.1 5.6
Burundi 11.8 7.6 5.9 11.4 121 9.0
Rwanda 3.9 5.7 33 3.7 5.1 3.7

Source: EAC, Central Bank Websites

On commodity markets, in the fourth quarter 2013, prices fell for both energy (-1.9%)
and non-energy (-0.7%) led by almost all main categories. Energy prices eased led by
the decline in crude oil prices (-2.7%) owing to growing supplies, easing geopolitical
tensions or following weak seasonal demand. Crude oil supply increased as oil
production hiked in USA, Canada and in the North Sea.

Global oil supply increased in the fourth quarter 2013 led by both OPEC and non-OPEC
production. After USD 110.10/barrel in the third quarter 2013, Brent crude oil prices
dropped by 0.6% to USD 109.41/barrel in the fourth quarter 2013 after 6.9% increase
in the previous quarter. For the near future, oil prices are expected to slow with
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December 2015 Brent futures contracts trading at USD 102 /barrel. Indeed, there is
optimism regarding increase in oil supply with the recent agreement with Iran about its
nuclear program even if the impact will be limited given that key sanctions have not
been lifted.

Chart 1: Brent crude price developments (USD/ barrel)
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Compared to the previous quarter, the decline in non-energy prices eased in the fourth
quarter 2013 moderated by slower decline in agriculture prices (-0.8%), a slight
recovery in metals and mineral prices (0.8%) while still dampened by a sharp decline in
prices of fertilizers (-9.6%).

Agriculture prices declined by 0.8% in the fourth quarter 2013 on ample supply
conditions but at lower pace than the previous quarter (-7.3%). Main agriculture crop
prices declined, grains by 10.0% after 12.0% decline in the third quarter on strong US
2013 harvest: maize price dropped by 17.6% after a decrease of 17.0%, barley prices
fell by 21.1% and by 17.1% respectively in the fourth and third quarter, sorghum lost
by 7.8% and 15.7% respectively and Thailand’s rice by 7.3% and 14.5% respectively in
the fourth and third quarter 2013.

Table 4: Commodity price developments (quarterly change, in %)

2012 2013

QI QII QIII QIv QI QII QIII QIv
Crude oil, Brent 8.52 -8.21 1.01 0.45 2.22 -8.77 6.89 -0.63
Coffee, Arabica -9.19 -17.77 -0.10 -10.71 -6.06 -4.66 -6.76 -7.18
Coffee, Robusta 2.87 4.01 1.32 -6.22 3.77 -5.92 -5.02 -9.28
Tea, Mombasa auctions 0.49 5.74 7.64 -1.17 -4.44 -18.06 -5.36 -4.30
Soybeans 6.15 10.23 17.55 -10.07 -6.29 -10.77 4.29 5.31
Maize 3.12 -2.70 21.63 -3.49 -3.85 -4.49 -16.96 -17.56
Sorghum 2.98 -12.54 na na 2.32 -11.00 -15.65 -7.79
Wheat, US SRW®) 3.35 -2.74 32.41 1.17 -11.76 -7.53 -6.36 7.26
Bananas EU 18.08 2.45 -16.13 12.27 -0.64 -2.13 -8.32 -4.74
Bananas Us 10.62 -6.94 -1.97 -1.60 -1.58 -2.41 2.90 -0.81
Sugar, world -1.01 -10.81 -0.44 -7.51 -5.63 -5.61 -2.38 3.14
Aluminum 4.06 -9.04 -2.67 3.87 -0.15 -8.21 -2.90 -0.87
Gold 0.42 -4.56 2.74 3.69 -5.05 -13.23 -6.11 -4.24
Tin 9.88 -9.95 -6.12 11.60 11.15 -12.97 1.97 7.49

Source: World Bank Web site
SRW: Soft red winter; (2) HRW: Hard Red Winter
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Overall, food prices reduced by 1.7% mainly drawn by grains and other food items
while fats & oils prices were up by 4.7%. Beverages prices recovered by 1.1% from a
decline of 1.3% in the third quarter 2013 as a result of decline in Arabic coffee (-7.8%)
and Robusta coffee (-9.3%) on higher production in Colombia, Brazil and Vietnam while
tea average prices rose by 1.1% and Cocoa by 12.2% following stronger demand amid
supply concerns in West Africa and Asia.

With regard to agriculture raw materials, in the fourth quarter 2013, prices rose by
1.2% on quarterly basis after a decline of 0.8% in the previous quarter mainly driven by
timber whose prices shifted down by 3.0% in the fourth quarter 2013. Metals and
minerals prices recovered by 0.8% after a slight decline of 0.4% in the third quarter led
by base metals (0.6% increase from -1.8%) while precious metals kept on declining (-
4.0% after a decline of 6.3%). Metal prices rose on restocking in China and improving
manufacturing data in many countries. Among the leading metals, tin prices increased
by 7.5%, zinc by 2.5% and Iron ores by 1.7% in the fourth quarter 2013.

I. 3 FINANCIAL MARKETS

In the fourth quarter 2013, monetary policies of Central Banks in major developed
countries remained accommodative to support the economic activity. Central bank
rates were unchanged at 0.25% in USA, at 0.1% and 0.5% respectively in Japan and
United Kingdom while down to 0.25% in the Euro Area at 0.25% from 0.50% since
November 7, 2013. In the fourth quarter 2013, 3-month deposit rate was stable at
0.25% in USA and at 0.15% in Japan, while it went up to 0.29% in Euro Area and to
0.53% in UK from 0.23% and 0.52% respectively in the third quarter 2013 on declining
level of excess but also still ample liquidity on money markets.

Table 5: Interest rates developments (in % per annum)

2012 2013

QI QII QIII QIVv QI QII QIII QIVv

USA Policy Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
3-month rate 0.47 0.46 0.36 0.31 0.28 0.27 0.25 0.25

10-year interest rate 2.21 1.65 1.63 1.76 1.85 2.49 2.61 3.03

Euro Area Policy Rate 1.00 1.00 0.75 0.75 0.75 0.50 0.50 0.25
3-months rate 0.78 0.65 0.22 0.19 0.21 0.22 0.23 0.29

10-year interest rate 1.79 1.58 1.44 1.32 1.29 1.73 1.78 1.93

Japan Policy Rate 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
3-months rate 0.20 0.20 0.19 0.18 0.16 0.16 0.15 0.15

10-year interest rate 0.99 0.84 0.78 0.79 0.55 0.85 0.69 0.74

UK Policy Rate 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
3-months rate 1.03 0.90 0.60 0.52 0.51 0.51 0.52 0.53

10-year interest rate 2.20 1.73 1.73 1.83 1.77 2.44 2.72 3.02

Source: BLOOMBERG DATABASE

10-year Government rates increased in the fourth quarter 2013, as the US economy is
improving leading the Fed to cut the monetary stimulus but also following mixed
macroeconomic announcements in the Euro Area. 10-year government bond yield rose
to 3.03% from 2.61% in USA, to 3.02% from 2.72% in UK, to 1.93% from 1.78% in Euro
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Area and to 0.74% from 0.69% in Japan respectively in the fourth and third quarter
2013.

On the foreign exchange market, the US dollar weakened for the third consecutive
quarter versus the Euro and for the second consecutive quarter versus the Pound while
appreciating against the Yen. The dollar lost by 1.9% and 4.0% versus the Euro
respectively in the third and fourth quarter 2013 due to developments in interest rate
expectations, policy uncertainties outside the euro area, as well as adjustments in
market expectations about the economic outlook for the euro area relative to other
major economies. The dollar lost by 2.4% and 6.6% versus the GBP in the same period
on improved economic data. The dollar strengthened by 7.2% versus the Yen following
the release of a set of mostly positive U.S economic data but the Yen weakened also
after the Japanese Bank implemented unprecedented stimulus to support the economy.

Table 6: Exchange rate developments

2012 2013

QI QI QIIl QIV QI QI QI QIV
USD/1EUR 1.33 1.27 1.29 1.32 1.2819 13005 1.3531 1.3789
USD /1 GBP 1.60 1.57 1.62 1.63 1.5195 1.5185 1.6183 1.6566
YEN/1USD 82.87 79.79 77.96 86.62 94.22 99.33 98.21 105.26

Source: Bloomberg data base

Fourth quarter 2013 Page 8




National Bank Of RWANAQ..........cuvuessieneivsssssssisssssssssossesssssssssssssssss sossos sossess svs svs svsssssnssnssssesses e sensun s s o QUATtErly Bulletin

I1. NATIONAL ECONOMIC PERFORMANCE

I1.1 REAL SECTOR PERFORMANCE

1.1 ECONOMIC GROWTH

The Rwandan economy has slowed in 2013 with a real GDP growth estimated at 4.6%,
an extensively slower pace compared to last decade performance. Low economic
growth in 2013 is a lagged negative impact of low increase in public spending as
required fiscal adjustments following cuts and delays in external budget support which
occurred in 2012.

Table 7: Real GDP growth, in %

2010 2011 2012 2013 Est
GDP 6.3 7.5 7.3 4.6
Agriculture 5.1 4.3 2.7 3.1
Food Crop 5.0 5.0 82 3.3
Export Crop 13.4 3.9 -10.1 7.0
Industry 5.7 19.0 6.2 11.0
Mining and quarrying -11.1 50.0 -9.7 41.0
Manufacturing 6.1 6.8 -0.5 2.0
Electricity, gas, & water 10.5 19.0 16.0 9.0
Construction 8.6 23.9 15.3 11.0
Services 7.1 6.4 10.7 4.0
Wholesale & retail trade, rest. & hotels 8.3 9.2 11.0 6.5
Transport, storage, communication 8.9 5.2 19.3 7.0
Finance & insurance, 24.3 19.5 17.3 8.0
Real estate & business services 1.0 -0.2 9.3 -4.0
Public administration 15.1 14.0 13.1 7.0
Education 8.3 18.3 6.5 7.0
Health 17.6 0.0 10.0 6.0
Other personal services 7.1 -0.7 0.7 3.0
Adjustments 7.2 8.4 7.8 5.0

Source: National Institute of Statistics of Rwanda (NISR)

Services sector was most impacted as the growth in its output slowed down from 11.0%
recorded in 2012 to 4.0% in 2013. Together with a timid performance of agriculture
sector estimated at 3%, low output in services has partially offset the strong growth
recorded by the Industry sector which stood at 11.0% in 2013 after 6.0% recorded in
2012. Services sector has been negatively impacted by low public demand associated
with slowdown in credit distribution to the private sector.

Indeed, Government current expenditures, which are among key drivers of the services,
sector performance in Rwanda, increased only by 4.5% in 2013 against 12.7% in 2012.
Furthermore, the financing of the economy has also slowed down in 2013 impacting the
services sector. New loans authorized to finance leading services activities increased
by7.2% in commerce and hotels from a high increase of 47.3% recorded in 2012, while
declining by 3.2% in transport and warehousing against an increase of 23.3% in 2012.
It is worth to recall that the slowdown in credit distribution is explained by an
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enhanced risks management by banks following huge increase of credit (+34%)
recorded in 2012.

1. Agriculture Production

1.1 Food Crop Production

Food crops production in Season A and B 2013 increased by 3.6% in volume and has
moderately performed compared to 5.0% recorded in Season A and B 2012 due to
unfavorable climatic conditions at the beginning of the year. This moderate
performance was also attributed to the low production of some food crops such as roots
and tubers despite the use of sufficient fertilizers and increase in cultivated surface area
(+6.4%) compared to 2012 (1.6%).

Table 8: Food crop production for 2008 -2012 season A& B (in % change)

Weight 2009 2010 2011 2012 2013
Total food crops 100 12.6 9.5 10.2 5.0 3.6
Cereals 8.1 36.4 17.3 16.1 1.8 13.5
Sorghum 15.9 20.9 -7.6 12.6 -23.6 13.6
Maize 67.5 72.0 50.7 17.5 12.8 16.5
Wheat 7.1 6.8 6.5 11.2 -11.5 -7.6
Paddy rice 9.5 16.0 -29.3 21.1 3.3 11.5
Legumes 4.2 9.9 1.4 -3.1 15.6 3.2
Beans 86.7 6.2 -0.1 1.7 30.0 1.2
Peas 5.5 97.4 23.7 -51.7 1.3 36.2
Groundnuts 2.9 -37.3 60.4 24.5 -52.0 -2.0
Soya 4.9 28.7 -20.8 -12.8 -50.5 33.9
Roots & tubers 52.9 11.8 19.3 12.4 9.0 3.4
Irish potatoes 34.8 11.0 30.5 22.5 13.4 -4.2
Sweet potatoes 16.8 -2.8 4.6 1.6 17.9 7.6
Taro 2.7 5.1 22.1 0.1 -7.1 -0.5
Cassava 45.7 20.1 17.7 10.1 3.8 8.5
Bananas 27.0 15.0 -4.2 6.6 5.3 2.3
Fruits and 7.8 -1.2 7.6 10.4 -17.3 1.1

Source: Ministry of Agriculture and Animal Resources (MINAGRI)

The production of cereals with a share of 8.1% in the total harvest increased by 13.5%
in 2013 attributable to sorghum (+13.6%), maize (+16.5%), paddy rice (+11.5%) and
cultivated surface area (+25.0%). The harvest for legumes moderately grew by 3.2%
attributable mainly to beans representing 86.7% of legumes’ total harvest. The
production of beans rose by 1.2% after the growing area slightly changed (+1.2% after
+39.8%).

Roots and tubers production, representing 52.9% of the total harvest for 2013,
moderately increased by 3.4% after a good harvest of cassava (+8.5%) and sweet
potatoes (+7.6%) offset the decline in Irish potatoes. Irish potatoes fell by 4.2% in 2013
after increasing by 13.4% in 2012 on concern of the cultivated surface decreasing by
0.1%. The production of bananas grew moderately by 2.3% since the growing area
slightly increased by 1.1%, while production of fruits and vegetables moderately
recovered by 1.1% following a decrease of 17.3% in 2012.
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Chart 2: Food crop production for season A (2008-2013, in thousand tons)
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In season A 2014, MINAGRI took measures to resolve issues related to seeds of maize
hybrid identified with viral disease while rice production benefited a rice seeding
machine which will lead the production from 5 tons yield per hectare to between 8 and
10 tons yield per hectare. However, from September to December 2013, imported
fertilizers and rain fall decreased by 37% and 4% respectively which may have adverse
effect on the performance of this season.

1.2 Export Crops

The year 2013 has been not fruitful for the coffee as its production declined by 9.4%
compared to the year 2012. The main reason behind this poor performance is the
cyclical factor of coffee production according to which a weak harvest alternates with a
good harvest.

Similarly, tea production decreased by 1.3% in 2013 and 0.1% in the fourth quarter

2013 compared to 2012. Tea was mainly affected by adverse climatic conditions since
precipitations in 2013 were 9.1% less than their level in 2012.

Table 9: Trend of Coffee and Tea production, in thousands of tons

2012 2013 %

change

Q1 Q2 Q3 Q4 TOTAL Q1 Q2 Q3 Q4 TOTAL

Coffee 1.0 2.3 7.5 9.4 20.2 1.2 34 7.2 6.5 18.3 -9.4

Tea 5.8 6.2 4.2 6.3 22.5 6.7 62 3.0 63 22.2 -1.3

Source: National Agricultural Export Development Board

Globally, export crops production in 2013 decreased mainly due to the decrease in the
amount of rain fall.
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2. Non Agricultural Activities

The non-agricultural indicators show that economic activities continued to slow down
in the fourth quarter 2013 compared to the previous same quarters of 2012 and 2011.
This is evidenced by the BNR composite indicator of economic activities (CIEA), and
total turnovers registered by large companies in industry and services sectors.

2.1 Composite Indicator of Economic Activities (CIEA)
During the quarter under review, the composite index increased in nominal terms by
7.5% from 12.5% recorded in the same quarter of the last year, while in real terms, it

slightly increased by 2.8% from 7.1% recorded in the fourth quarter 2012.

Table 10: Composite Indicator of Economic Activities (Base 2006: 100)

Nominal CIEA Real CIEA % change
Nominal CIEA Real CIEA
2011 Mar. 138.9 122.2 13.1 9.1
Jun. 144.7 124.5 18.0 9.3
Sept. 149.3 126.6 16.2 10.4
Dec. 151.8 129.1 11.5 7.8
2012 Mar. 158.9 130.6 14.4 6.8
Jun. 165.1 131.8 14.1 5.8
Sept. 167.1 135.2 12.0 6.8
Dec. 171.0 138.1 12.6 6.9
2013 Mar. 175.6 138.2 10.5 5.9
Jun. 180.8 139.1 9.5 5.6
Sept. 181.4 140.8 8.5 4.1
Dec. 183.1 141.2 7.1 2.3

Source: BNR, Monetary Policy and Economic Analysis Department

The slowdown in economic activities reflected the low growth of services, with the
lowest growth rate since 2010, when the domestic economy was hardly hit by the
combination of the global financial crisis as well as domestic credit crunch. The
economic slowdown was also reflected by lagged effects of the aid decline, which
affected domestic demand in 2013.

Chart 3: Growth in quarterly Nominal and Real CIEA Development
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Source: BNR, Monetary Policy and Economic Analysis Department
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2.2 Turnovers trend for industry and service sectors

During the fourth quarter 2013, total sales rose by 9.2% as compared to the
corresponding period of 2012 with a growth of 16.4%. The industry sector rose by
7.2% and accounts for 28.9% of the total sales while service sector which represent
71.1% increased by 10.0%.

2.2.1 Industry sector

Growth in the industry sector decelerated as activity in manufacturing sectors
contracted. Overall, industrial growth fell by 7.2% in the fourth quarter 2013, from
16.4% and 17.6% recorded in the same period of 2012 and 2011 respectively. During
the period under review, manufacturing turnovers decreased by 4.3% compared to the
same period of the last year due to lower domestic demand. In the construction sector,
the business environment was favourable in the fourth quarter 2013. Starting from a
low base at the beginning of the 2013, the sector’s turnovers grew by 14.7%, driven by
large public infrastructure projects. This has had large spill-over effects to other
sectors, spurring activity in financial services and imports of materials.

Table 11: Developments in Industry Sector Turnovers

Annual % change Annual % change
2012 2013
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Industry 27.9 20.2 10.4 16.4 9.4 19.0 15.1 7.2
Manufacturing 43.5 34.2 14.6 16.0 2.9 9.0 6.0 -4.3
Construction 18.4 20.2 17.8 31.8 -1.1 3.6 -1.7 14.7
Mining -9.2 -7.9 -13.4 -15.1 74.0 107.0 97.9 42.6
Energy 39.0 -2.4 5.3 28.6 6.7 21.5 16.5 9.5

Source: RRA, Department of Large Tax Payers

The manufacturing industries and construction dominated industry sector turnovers in
the fourth quarter 2013 as they contributed 46.5% and 30.6% respectively in the total
sales of the sector.

Chart 4: Monthly turnovers developments for the industry sector (in billions of FRW)
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2.2.2 Services sector

The services sector turnovers in the fourth quarter 2013 rose by 10.0% compared to
12.8% recorded in the fourth quarter 2012. This increase was driven mainly by hotels
and restaurants (+25.8%); banks and insurances companies (+20.2%), and post and
communication activities (+21.0) to offset slow performance recorded by petroleum
companies (+4.7%), transport and storage (+5.1%), trade (+8.7%) and other services
(+3.5%).

Table 12: Annual growth for services sector (% changes)

Annual % change Annual % change
2012 2013

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Services 41.2 32.9 16.2 12.8 13.5 15.1 7.8 10.0
Trade services 48.2 445 19.3 12.9 10.6 11.2 2.0 8.7
Hotels and Restaurants 8.5 7.0 3.7 7.5 6.7 18.8 17.8 25.8
Petroleum companies 42.6 25.2 12.0 9.0 131 13.2 119 4.7
Banks & Insurance companies 31.3 20.8 8.7 5.0 27.2 44.4 23.3 20.2
Post &Telecommunication 15.9 111 11.8 16.9 8.8 16.8 18.1 21.0
Transport & Storage 68.2 52.2 41.8 57.3 37.3 9.9 5.3 5.1
Garage services 61.6 32.2 68.1 11.7 -6.8 7.5 -15.3 48.2
Other services 30.7 24.1 12.4 7.4 -5.3 -4.9 -7.3 3.5

Source: RRA, Department of Large Tax Payers

Trade services, petroleum companies and banks and insurance contributed about
46.3%, 20.1% and 14.7% respectively to the total turnovers of the services sector. Good
performance of hotels and restaurants resulted from the increase in number of tourists
to Rwanda (+15.5%) and the number of park visitors which grew by 6.2%. Additionally,
services sector benefited from garage services of which turnovers increased by 48.2%,
despite their less contribution to the total sales of the sector.

Chart 5: Monthly turnovers developments for the service sector (in billions of FRW)
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2.3 Index of Industrial Production

The index of industrial production measures the output of manufacturing, mining, and
electricity, gas and water supply. In the fourth quarter 2013, the overall index of
industrial production increased by 4.9% compared to the corresponding quarter of
2012. This is explained by a rise noted in all main categories of the industry sector
namely” manufacturing ” which occupies a large share of the industrial production
index, (+5.6%), “Mining and Quarrying” (+3.0%) and “electricity, gas, and water supply”

(+3.3%).

Table 13: Annual changes of Qurterly Index of Industrial Production (base: 2006 = 100)

Weights 2012 2013

QI QII QIIl QIV QI QII QIII  QIV
TOTAL 10000 6.3 1.9 4.5 5.6 -6.2 5.7 6.6 4.9
Mining and quarrying 1824 -14.5 -1.6 -394 -33.0 30.7 11.0 4.8 3.0
Manufacturing 6781 11.0 2.6 13.6 22.1 -9.7 5.8 14.9 5.6
Manufacture of food 3178 29.5 3.8 34.2 50.6 8.9 10.2 6.6 -8.8
Manufacture of Beverages and tobacco 1937 7.8 6.0 1.5 109 -5.7 3.0 23.4 7.5
Manufacture of textiles, tanning 203 -2.6 -10.0 -28.3 -20.6 -37.8 -26.6 -12.7 73.9
Manufacture of wood, paper 50 0.5 18.0 38.3 1.6 -0.8 -1.7 -13.4 -7.3
Manufacture of chemicals and chemical 290 6.5 53.0 39.9 22.0 -10.2 2.2 14 -35.9
Manufacture of rubber and plastics 91 -38.7 -27.0 -24.6  -23.5 -7.0 -5.6 33.4 33.4
Manufacture of other non-metallic mineral 647 2.4 1.7 -5.9 -25.6 -7.5 -2.0 -1.7 55.3
Manufacture of fabricated metal 366 121.1 111.6 103.5 43.9 -28.5 4.0 1.1 -6.2
Manufacture of furniture; manufacturing n.e.c. 18 9.5 -24.7 -29.5 -8.7 29.6 -6.5 40.2 37.5
Electricity, gas and water supply 1395 10.5 13.1 31.2 10.1 3.0 2.4 3.4 3.3
Electricity, gas, steam and hot water supply 1210 9.7 13.5 36.1 11.4 4.0 1.7 4.2 1.3
Collection, purification and distribution of water 185 11.3 -2.8 1.8 3.1 -1.4 3.0 1.6 4.6

Source: BNR Statistics Department
2.2.1 Mining and quarrying

The mining and quarrying which represent 18.2% of the industrial output are
restricted to activities relating to extraction, crashing, washing, separating, grading and
packing. In the fourth quarter 2013, real output increased by 3.0% compared to the
corresponding quarter of the previous year, led by Coltan which jumped by 65.1% in
the volume.

Chart 6: Development in Index of Mining sector
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2.2.2 Manufacturing

Manufacturing which covers the production of a wide range of goods, represent 67.8%
of the industrial sector production. During the fourth quarter 2013, this sector
increased by 5.6% compared to the corresponding quarter of the previous year. Backed
by increasing banking system credit and aggregate demand, the sector was mainly
supported by the increase in the manufacture of beverages and tobacco (+7.5%), non-

metallic mineral products (+55.3%) and manufacture of textiles, tanning and dressing
of leather (+73.9%).

Chart 7: Index of manufacturing sector
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2.2.3 Electricity, gas and water supply

Electricity, gas and water supply accounts for about 14.0% of the industrial sector
production. In the fourth quarter 2013, output of this sector increased by 3.3% when

compared to corresponding quarter of the previous year due to thermal
production which increased by 21.4%.

Chart 8: Index of Electricity, Gas and water
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I1.2 INFLATION DEVELOPMENTS

Inflation in Rwanda has been maintained at moderate levels in 2013 as a result of
sustained improvement in economic performance, efficient and well-coordinated
monetary and fiscal policies, easing inflationary pressures in EAC partner states as well
as stability of international oil prices.

Annual headline inflation decelerated to 3.7% in December 2013 from 5.1% in
September 2013 and 3.9% in December 2012. This slowdown was mainly a result of
moderate increase in prices of food and non-alcoholic beverages (+3.9%), from 7.9% in
December 2012. Increase in food prices was mainly attributed to vegetable (+4.3%) and
meat (-0.03%), from respectively, 9.4% and 5.3% in December 2012.

Table 14: Annual and monthly Inflation trend (Percentage change in CPI, base 2009:100)

Weight Annual changes Monthly changes
s 2012 2013 2013
Dec. Mar. Jun. Sept. Dec. Mar. Jun. Sept. Dec.
Headline Inflation 10 000 3.9 3.3 3.7 5.1 3.7 0.7 -0.0 1.2 -1.7
1. Food and non-alcoholic beverages 3538 7.9 19 4.4 7.8 3.9 1.7 0.7 3.3 -4.6
- Bread and cereals 733 9.2 52 -1.4 -1.3 -1.4 -0.6 -0.9 0.2 0.2
- Meat 274 53 2.7 1.5 0.6 0.0 0.5 0.7 0.1 0.4
- Fish 83 -5.5 11.4 9.3 16.7 22.3 10.6 -0.8 -2.2 -4.0
- Vegetables 1200 9.4 -3.5 10.8 159 4.3 47 4.8 6.3 -12.6
- Non-alcoholic beverages 160 11.0 4.1 4.9 35 4.8 0.1 0.0 -0.3 1.0
2. Alcoholic beverages and tobacco 240 3.6 10.0 1.7 3.8 6.7 1.7 2.3 -1.2 0.9
3. Clothing and footwear 377 19 1.2 1.5 -0.9 0.7 -0.4 0.0 -2.1 0.6
4. Housing, water, electricity, gas 2204 1.8 1.4 0.2 0.6 0.0 -0.1 2.1 0.2 -0.3
5. Furnishing, household equipment 457 5.6 4.8 43 0.9 -0.2 0.3 0.2 0.5 -0.1
6. Health 163 1.4 -0.5 0.6 0.6 1.2 0.0 0.4 0.1 0.4
7. Transport 1189 0.5 2.3 0.9 1.4 0.9 0.5 -0.3 -0.2 0.1
8. Communication 288 0.0 -1.8 -1.9 -1.2 -0.4 -0.3 -0.6 0.0 0.0
9. Recreation and culture 256 -1.1 1.4 1.2 1.8 0.6 -0.3 -0.6 0.6 -0.1
10. Education 331 1.0 35.2 35.2 35.2 35.2 0.0 0.0 0.0 0.0
11. Restaurants and hotels 558 -0.4 1.1 3.8 5.8 9.2 0.2 2.9 0.7 0.7
12. Miscellaneous goods and 400 3.2 3.5 33 3.3 2.8 0.3 -0.7 -0.2 0.3

Source: NBR, Statistics Department

Domestic inflation stood at 4.2% in December 2013 after 5.7% in September 2013 and
4.1% in December 2012, while imported inflation slightly increased to 1.6% from 2.5%
in September 2013 and 3.2% in December 2012. The decline in domestic inflation has
been a result of fresh food prices which decelerated on annual basis by 4.9% after
13.6% and 6.3% in September 2013 and 10.0% in December 2012. As consequence,
deceleration in vegetables’ prices has been much slower in December reaching 4.3%
against 15.9% in September 2013 and 9.4% in December 2012.

Table 15: Inflation by origin and category (Percentage change in CPI, base 2009:100)

Weights Annual Headline Inflation Monthly Inflation

2012 2013 2013

Dec. Jan. Mar. Jun. Sept. Dec. Jan. Mar. Jun. Sept. Dec.
Overall inflation 10 000 3.9 5.7 3.3 3.7 5.1 3.7 1.4 0.7 0.0 1.2 -1.7
Local Goods 7947 41 6.3 3.2 4.1 5.7 42 1.8 0.7 0.1 1.5 -2.1
Imported Goods 2053 3.2 3.0 3.4 1.9 2.5 1.6 -0.4 0.6 -0.5 0.2 -0.2
Fresh Food 1403 10.0 10.7 -3.8 6.3 13.6 49 0.4 3.4 2.9 6.8 -10.3
Energy 767 5.7 5.6 4.6 0.9 2.8 0.0 -1.5 0.8 -4.4 0.4 -0.7
Underlying 7829 2.5 4.7 4.8 3.4 3.3 3.8 1.9 0.1 -0.2 0.0 0.2

Source: NBR, Statistic Department
1
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The underlying inflation, which excludes fresh foods and energy, stood at 3.8% from
3.3% in September 2013 and 2.5% in December 2012, thanks to the effectiveness of the
monetary and exchange rate policies implemented by the Central Bank.

I1.3 EXTERNAL TRADE DEVELOPMENTS

With regard to Rwanda formal external trade, in the fourth quarter 2013, exports
recorded a poor performance decreasing by 7.3% from 32.5% recorded in the fourth
quarter 2012, while its volume fell by 9.1%. Imports value CIF increased by 11.5%
while its volume increased by 4.8%. Exports covered 21.8% of imports from 26.2% in
the fourth quarter 2012. Including informal cross border, exports covered 25.7% of
imports from 31.0% of imports in the fourth quarter 2012.

3.1 Exports

Although Rwandan exports are less diversified and characterized by lower volume of
exports compared to imports, the value and volume of exports decreased by 7.3% and
9.1% respectively in the fourth quarter 2013 compared to the corresponding period in
2012, driven by traditional export products such as coffee and tea, and non-traditional
exports.

In the fourth quarter 2013, coffee exports decreased both in value and volume by
28.9% and 5.4% respectively, due to the decline of 25.0% in coffee price from an
average of USD 3.44 /Kg in the fourth quarter 2012 to an average of USD 2.58/Kg in the
fourth quarter 2013. The poor performance in coffee exports volume during the fourth
quarter 2013 emanated mainly from the decrease in coffee production (-30.9%) due to
unfavourable weather conditions.

Tea exports declined both in value and volume by 27.7% and 12.7% respectively, also
due to the decline in their price which decreased by 17.0% from USD 3.08/Kg in the
fourth quarter 2012 to USD 2.56/Kg in the fourth quarter 2013. The decline in volume
was attributed to lower tea production (-0.2%) during the period under review.

Mining sector recoded a good performance in the fourth quarter 2013, increasing both
in value and volume by 34.5% and 30.8% respectively compared to the same period of
the previous year, mainly attributable to the high increase of coltan which performed
well in both value and volume by 42.8% and 116.7% respectively, despite a decrease of
33.8% in unit value. Exports of cassiterite and wolfram also recorded a good
performance. Cassiterite increased both in value and volume, respectively by 13.2% and
5.0%, as a result of increase of 8.1% recorded by unit prices, averagely from USD
11.21/Kg to USD 12.12/Kg during the period under review, while wolfram exports rose
by 62.1% in value and by 49.6% in volume, as a result of increase of 9.0% recorded by
unit prices, averagely from USD 12.29/Kg to USD 13.39/kg during the fourth quarter
2013.
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Table 16: Export developments (Value in millions of USD, Volume in thousands of tons)

2012 2013 % change

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q413 /Q4
Coffee
- Value 4.97 7.03 24.39 24.49 11.57 8.64 17.28 17.41 -28.89
- Volume 1.29 2.10 6.47 7.13 3.70 3.23 6.31 6.75 -5.37
- Price USD/KG 3.84 3.35 3.77 3.44 3.13 2.67 2.74 2.58 -24.97
Tea
- Value 18.22 15.31 16.43 15.76 16.77 14.93 12.38 11.40 -27.67
- Volume 6.68 5.23 5.43 5.11 5.56 5.96 5.03 4.46 -12.70
- Price USD/KG 2.73 2.93 3.02 3.08 3.02 2.50 2.46 2.56 -17.04
Mining
- Value 34.18 30.46 37.13 34.31 46.71 68.16 64.67 46.16 34.53
- Volume 2.01 1.68 1.90 1.94 2.04 2.53 2.47 2.54 30.83
Cassiterite
- Value 16.14 11.07 12.32 13.38 16.50 14.92 14.50 15.15 13.20
- Volume 1.36 0.96 1.12 1.19 1.12 1.23 1.29 1.25 5.03
- Price USD/KG 11.85 11.54 10.97 11.21 14.73 12.09 11.24 12.12 8.11
Coltan
- Value 11.54 12.19 18.07 15.12 24.34 44.69 43.94 21.59 42.81
- Volume 0.27 0.27 0.33 0.27 0.42 0.74 0.73 0.59 116.70
- Price USD/KG 42.35 44.75 54.96 55.75 58.42 60.73 60.34 36.91 -33.80
Wolfram
- Value 6.51 7.20 6.74 5.81 5.86 8.55 6.23 9.42 62.08
- Volume 0.38 0.45 0.45 0.47 0.50 0.56 0.45 0.70 49.63
- Price USD/KG 17.14 16.16 14.91 12.29 11.73 15.17 13.79 13.39 8.96
Hides and Skin
- Value 2.54 2.40 6.15 3.28 3.48 3.77 4.49 4.29 30.69
- Volume 1.88 1.79 4.15 2.20 2.19 2.37 2.83 2.91 32.07
- Price USD/KG 1.35 1.34 1.48 1.49 1.59 1.59 1.58 1.48 -0.98
Pyrethrum
- Value 2.58 1.95 2.62 2.56 2.31 1.51 0.01 0.15 -94.32
- Volume 0.01 0.01 0.01 0.01 0.01 0.01 0.00 0.00 -91.26
- Price USD/KG 259.99 258.02 256.15 257.37 243.00 24298 21898 166.45 -35.33
I. SUB TOTAL MAIN
- Value 62.49 57.16 86.72 80.39 80.84 97.01 98.83 79.40 -1.23
- Volume 11.88 10.80 17.97 16.39 13.49 14.10 16.65 16.65 1.60
II. OTHER EXPORTS
- Value 18.01 18.51 31.43 20.04 18.17 26.06 20.43 17.26 -13.88
- Volume 37.19 36.95 52.03 48.41 41.24 39.47 34.70 34.48 -28.77
III. REEXPORTS
- Value 25.12 16.88 25.49 40.50 31.13 36.71 33.16 34.03 -15.97
- Volume 14.32 9.68 12.74 20.32 18.87 26.36 26.14 26.21 29.01
TOTAL GENERAL
- Value 105.63 92.55 143.64 14093 130.14 159.79 152.41 130.69 -7.26
- Volume 63.38 57.43 82.74 85.12 73.60 79.93 77.48 77.35 -9.13

Source: BNR, Statistics Department

Pyrethrum exports recorded a poor performance decreasing by 94.3% in value, due to
the decrease of unit prices (-35.3%) declining from USD 257.37/Kg to USD 166.45/Kg.
The volume of pyrethrum exports also fell by 91.3% from 9.9 tons to 0.9 tons in the
fourth quarter 2013.

Non-traditional exports recorded a poor performance, decreasing both in value and
volume, respectively by 13.9% and 28.8%, due globally to the prevailing insecurity in
RDC, the main destination of non-traditional exports. Re-export products including
minerals, petroleum products, machines and engines, vehicles and other re-exports
mainly exported to the neighbouring countries performed better in volume, increasing
by 29.0%, but decreased in value by 16.0%.

Fourth quarter 2013 Page 19




National Bank Of Rwanda ...Quarterly Bulletin

3.2 Imports

In the fourth quarter 2013, total imports increased both in value and volume by 11.5%
and 4.8% respectively, driven essentially by all categories of imports namely; consumer
goods, intermediary goods and capital goods.

Table 17: Imports Developments (Value CIF in millions of USD, Volume in thousands of tons)

2012 2013 % change
Q Q1 Q2 Q3 Q By
Vol Val Vol Val Vol Val Vol Val Vol Val Vol Val
TOTAL IMPORTS 445.7 537.3 416.4 516.1 414.9 539.6 483.8 590.6 467.0 599.0 4.8 11.5
Consumer goods 152.3 168.2 131.9 139.4 138.1 162.7 150.5 157.7 153.9 173.9 1.1 3.4
Food products 113.4 48.0 100.9 49.1 104.7 61.2 113.3 63.6 117.6 56.3 BY/ 17.4
Health & care 8.4 39.8 8.5 42.8 9.0 46.7 10.3 26.5 8.0 44.5 -4.6 11.7
Goods of domestic use 7.7 21.5 Sl 7.8 4.3 9.4 53 19.4 3.9 14.1 -49.6 -34.5
Capital goods 17.0 130.5 12.4 138.5 13.2 139.0 16.3 157.3 17.2 159.6 1.6 223
Transport materials 4.6 26.8 3.6 20.6 35 26.9 3.5 185 34 21.5 -27.5 -19.9
Machines, devices and tools 83 76.1 5.9 84.6 5.6 81.9 7.8 109.0 9.2 104.4 11.0 37.3
Intermediary goods 211.3 143.6 208.3 147.0 199.5 144.1 247.8 184.2 223.4 157.3 5.7 9.6
Construction mater. 130.3 53.5 112.4 45.0 120.0 50.7 134.0 61.3 136.7 60.5 4.9 13.1
Industrial products 67.7 69.6 77.0 75.2 65.3 72.3 77.5 819 76.0 79.0 12.3 13.5
Fertilizers 6.4 6.0 123 124 7.3 6.6 29.4 26.6 4.1 3.4 -35.6 -43.6
Energy and lubricants 65.2 95.0 63.8 91.2 64.2 94.0 69.2 91.3 72.5 108.1 11.2 13.8
Petroleum products 62.5 90.0 61.7 86.8 62.2 89.4 66.9 87.3 70.5 104.4 12.8 16.0
TRADE BALANCE - -396.3 -386.0 -379.8 -438.1 -468.3
Imports cover by exports, % 26.2 25.2 29.6 25.8 21.8

Source: BNR, Statistics Department

Consumer goods which came in the first position represent 29.0% of the total imports
in CIF value. In the fourth quarter 2013, consumer goods increased both in value and
volume, respectively by 3.4% and 1.1%), trigged by an increase in value of food products
(+17.4%), beverages and tobacco (+37.3%) and health care (+11.7%) to offset the
decline in articles of clothing (-41.0%) and goods of domestic use (-34.5%). The
increase in value of food products, with a share of 32.4% of consumer goods’ total value,
was attributed to vegetables, fruits and spices; sugar; meat & fish, and cereals, flour and
seeds, which increased respectively by 64.0%, 63.4%, 55.4% and 48.3%, despite a
decrease of fats and animal oil or plant origin; various foods preparation, and milk and
milk products, respectively by 44.5%, 13.1%, and 5.4%. Their total volume increased by
3.7%.

Health and care which comes to the second position after food products representing
25.6% of total value of consumer goods increased by 17.4%, but decreased by 4.6% in
volume. The increase in value was attributed mainly to pharmaceutical products
(+15.6%).

Goods of domestic use decreased both in value and volume by 34.5% and 49.6%,
respectively. The decrease in value resulted mainly from decrease in value of imports of
beddings products (-34.9%) and decrease of imports value of dishes and other kitchen
articles (-23.2%).
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Capital goods which are dominated by machines, devices and tools representing a share
of 26.3% of the total value of imports increased in both value and volume, respectively
by 22.3% and 1.6%. Imports of machines, devices and tools increased both in value and
volume, respectively by 37.3% and 11.0%. The decrease in value of transport materials
by 19.9% was mainly triggered by less imports of vans (-71.8%) and trucks (-29.8%).

Intermediary goods came in the second position after consumer goods, and
representing 26.6% shares of the total imports. Its value and volume increased by 9.6%
and 5.7% respectively. The rise in value was enlightened by industrial products
(+13.5%) of which a big part is attributed to the import of raw materials for food,
woods, chemicals and metallic industries, which increased by 13.1%, 89.5%, 32.5% and
0.7% respectively. The import of construction materials also increased in value by
13.1% and by 4.9% in volume, dominated by metallic construction (+25.4% in value),
despite a decrease in imports of cement and other similar products (-9.8% in value)
which represented 79% of the total volume of imports of construction materials. Import
of fertilizers decreased both in value and volume by 43.6% and 35.6%, respectively.

The import of energy and lubricants increased by 11.2% in volume and by 13.8% in
value attributed to petroleum products (+16.0%) in petroleum products which
represent 96.5% of total import of energy and lubricants.

3.3 Trade with EAC countries

Concerning formal trade with EAC countries, Rwanda exports amounted to USD 28.77
million in the fourth quarter 2013 against USD 33.58 million in the corresponding
period of 2012, representing a decrease of 14.3%. Import from EAC member countries
increased by 1.3% from USD 125.0 million to USD 126.57 million. Trade balance
therefore, decreased by 7.0% to USD 97.80 million.

During the period under review, total trade with EAC countries decreased to USD
155.34 million in the fourth quarter 2013 from USD 158.34 million in the
corresponding period of 2012, resulting into a decrease of 2.0%.

Table 18: Trade flow of Rwanda within EAC bloc (USD million)

2012 2013 % change
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q4,2013/
04.2012
Exports to EAC 29.3 28.1 244 33.6 324 382 23.6 288 -14.3
Imports from 121.2 144.8 141.6 125.0 113.8 125.2 150.8 126.6 1.3
Trade balance -91.9 -116.7 -117.2 -91.4 -81.4 -87.1 -127.2 -97.8 -7.0
Total trade 150.4 172.9 165.9 158.6 146.2 163.4 174.4 155.3 -2.0

Source: BNR, Statistics Department
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3.4 Informal cross-border trade

With regard to the informal cross-border trade, total exports during the fourth quarter
2013 decreased by 11.2% amounting to USD 24.18 million. Imports from EAC member
countries have declined by 27.7%, amounting to USD 3.92 million from USD 5.42
million during the fourth quarter 2012, narrowing the trade deficit to USD 20.26 million
from USD 21.80 million in the fourth quarter 2012.

Table 19: Rwanda informal cross border trade (in USD millions)

2011 2012 2013 % change

Total Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total Q4,2013/

Q4,2012
Exports 71.51 2588 2517 2350 2722 10177 2862 27.51 29.04 2418 109.34 -11.2
Imports 23.51 4.69 5.79 6.73 5.42 22.63 4.61 4.69 4.39 3.92 17.61 -27.7
Trade 48.00 2118 1938 16.77 2180 79.13 24.01 22.82 24.65 20.26 91.73 -7.1

Source: BNR, Statistics Department

These informal cross border exports and imports are dominated by food crop products
and live animals where the main trading partners are Uganda, Burundi and Democratic
Republic of Congo (DRC).

I1.4. PUBLIC FINANCE AND DOMESTIC DEBT

4.1. Public Finance Developments

The provisional fiscal outrun for Q4 2013, indicate that the total revenue and grants
increased by 22.7% compared to the same period in 2012 as driven by 10.9% and
37.0% increase in tax revenues and grants respectively. The Government spending and
net lending accelerated sharply during the Q4 2013 as it increased by 30.6% against the
same quarter of 2012, largely enhanced by sharp increase in capital spending (+50.3%)
whose share of 73.4% was foreign financed. Consequently, fiscal operations during Q4
of 2013 resulted in an overall primary deficit of FRW 50.4 billion.

Table 20: Key Government Fiscal Indicators (billions of FRW)

2012 2013 % change
Q4,2013/
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4. Q4,2012
Revenues and grants 194.5 259.2 2515 301.8 2489 303.5 3283 370.2 22.7
Domestic revenues 148.2 159.2 160.0 194.2 193.2 193.4 182.3 222.8 14.7
Total tax revenues 1449 153.3 150.8 161.8 1719 173.8 174.9 179.4 15.7
Non-tax revenues 3.3 5.9 9.2 32.4 21.3 19.6 7.4 43.4 34.0
Grants 46.3 100.0 91.5 107.6 55.7 110.1 146.0 147.4 37.0
Total Expenditure and netlending 276.6 337.1 278.7 311.2 346.1 412.2 318.6 406.5 30.6
Current expenditure 151.2 165.0 152.8 172.5 166.3 142.3 176.0 191.8 11.2
Capital expenditure 116.9 164.2 119.4 135.8 171.3 183.1 148.2 204.2 50.3
Current deficit, cash basis -2.8 -5.8 6.5 14.4 26.4 53.6 6.3 31.0 115.5
Including grants -84.2 -81.5 -14.0 3.8 -99.5 -147.9 38.5 -62.7 -1751.2
Excluding grants -130.5 -181.4 -1055 -103.8 -155.2 -258.0 -107.5 -210.1 102.4
Primary deficit/balance -87.5 -81.0 -32.7 -22.4 -103.4 -120.7 2.3 -50.4 125.0

Source: Ministry of Finance and Economic Planning (MINECOFIN)
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A. Government Revenues and Grants

The overall Government receipts are made up of domestic revenues and grants of which
the domestic revenues are comprised of tax revenues and non-tax revenues. Indeed, the
tax revenue accounts for the important part in the Government domestic revenues
accounting to 80.5% of the overall Q4 2013 domestic revenues while the remaining is
attributable to non-tax revenue collections.

The tax revenue collections progressively performed largely boosted by improved
performance of Industry and service sectors. The increase was also emanated from
articulate tax collection measures that reduced VAT evasion and attracted new tax
payers, broadened tax base, as well as the increase in tax rates. Evidently, the total tax
revenue rose from FRW 161.8 billion in Q4, 2012 to FRW 179.4 billion in Q4, 2013.
However, some exceptions are observed from Q2 to Q4 of 2012 where collections were
slightly slowed down following weaker economic activity following aid suspension by
some donors. The Non-tax revenue performance greatly contributed FRW 43.4 billion
in Q4 2013 to the overall improvement in total domestically generated receipts right
from FRW 7.4 billion in Q3 2013 and 32.4 billion in Q4 2012. This tremendous increase
is contributed to peace keeping operations reimbursements which amounted to FRW
37.5 billion.

Grants

The total grants at the end of Q4 2013 amounted to FRW 147.4 billion of which 96.8
billion belonged to capital grants, and the remaining FRW 50.6 billion for budget
support grants. However, budget support grants declined by 0.4% compared to the
same quarter in 2012 and by 40.8% compared to the previous quarter while, capital
grants increased respectively by 70.4% and 60.0% in the same periods.

B. Government expenditure plus Net Lending

The current Government expenditure on average constitutes the lion’s share at the
expense of capital expenditure. However, given the expenditure control measures, the
current expenditure in particular has increased moderately from FRW 172.5 billion in
Q4 2012 to 191.2 billion in Q4 2013, representing an increase of 11.2%.

Conversely, the capital expenditure kept increasing almost a long with current
expenditure over the last period and even trended higher in some quarters including
Q4 2013 where it amounted to FRW 204.2 billion over FRW 191.8 billion spent on
current outlays. The investment expenditure has been generally improving over the
period under review and has been largely financed by external sources.
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C. Fiscal Deficit Indicators

The current balance has been improving since Q3 2012, thanks to expenditure control
measures which have helped the Government to sustain her national savings positive.
However, the direction toward the overall fiscal equilibrium is still divergent due to
increasing overall budget deficit. The primary balance as an indicator for current fiscal
effort has been hitting equilibrium once a while. Nevertheless, foreign grants have
played big role in reducing the mismatch magnitude of fiscal position. This is portrayed
by sharp deterioration of the overall deficit when external grants are excluded.

4.2 Domestic Debt Developments

The stock of Government domestic debt at end of December 2013 was FRW 260.8
billion, representing an increase of 25.1% compared to end December 2012 and by
3.5% compared to end September 2013. The reduction in domestic debt stock against
the preceding quarter was on account of non-banking holdings (-25.5%).
Correspondingly, the domestic debt holdings of the banking sector increased highly by
111.0% from FRW 76.3 billion of end December 2012 to FRW 161.0 billion of the same
period of 2013 and remain the major creditor of the Government mostly through the
purchase of T-bills for treasury purpose.

Table 21: Stock of Government Domestic Debt Outstanding (in RWF billion)

2012 2013 % changes
Dec Mar. Jun. Sept. Dec Dec-13/ Dec-13/
Dec-12 Sep-13
BNR 38.6 38.6 38.6 38.6 38.6 0.0 0.0
Banking Sector 76.3 96.9 121.6 131.4 161.0 111.0 225
Treasury bonds 12.3 11.9 10.1 9.5 9.0 -26.8 -5.3
Treasury bills 64.0 85.0 111.5 121.9 152.0 137.5 24.7
Non-Banking Sector 93.6 100.4 96.9 82.1 61.2 -34.6 -25.5
Treasury bonds 8.4 8.4 8.3 8.4 8.4 0.0 0.0
Consolidated debt 45.0 45.0 45.0 43.4 41.7 -7.3 -3.9
Treasury bills 40.2 47.0 43.6 30.3 111 -72.4 -63.4
TOTAL DOMESTIC DEBT STOCK 208.5 235.9 257.0 252.1 260.8 25.1 3.5

Source: BNR, Currency and Banking Operations

- ]
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III. MONETARY SECTOR DEVELOPMEMTS

II1.1 MONETARY POLICY STANCE

During the fourth quarter 2013, the BNR continued to implement an accommodative
monetary policy in response to low growth in domestic credit to the private sector to
boost the economic activities. Thus, MPC decided in September to keep unchanged the
KRR at 7.0%. This accommodative monetary policy stance reduced most markets
interest rates and become more effective in the fourth quarter 2013 where expected
expansion in credit to private sector reached 27.1% compared the same period of the
year before.

II1.2 MONEY SUPPLY AND DEMAND

Broad money M3 rose by 5.3 % between end September and end December 2013
against 6.5% recorded in the same period of the previous year. This slowdown
movement in M3 was resulted from an increase at slower pace in net foreign assets
(+8.9%) in December 2013 versus (+18.6%) recorded the year before together with a
slight rise of 2.5% and 2.9% in net credit to central government and credit to private
sector respectively.

On annual basis, M3 increased by 15.5% in December 2013 slightly up from 14.0%
recorded in December 2012. However, the upsurge in M3 in 2013 was mostly driven by
increase in net foreign assets (+33.9%) versus a decrease of 17.4% in 2012 while the
increase in 2012 was caused by the rise in domestic credit (87.8%) on account of
government borrowing and credit to private sector.

Table 22: Monetary aggregates developments (FRW billion)

Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 % change

Sep12/ Sep13/ Decll/ Decl2/
Dec12 Dec 13 Dec12 Dec13

Net foreign assets 555.8 475.6 642.8 683.5 744.0 18.6 8.9 -17.4 33.9
Net domestic assets 334.1 409.5 318.5 292.6 283.9 -8.8 -2.9 211.7 -15.0
Domestic credit 544.1 627.1 551.0 540.8 567.1 -4.9 49 87.8 4.2
Central government (net) -137.2 -76.4 -164.0 -192.2 -187.4 -35.5 2.5 37.1 -36.6
Autonomous Agencies -2.3 -2.8 -3.0 -4.7 -4.7 6.9 0.3 118.6 -109.4
Public enterprises 1.0 0.8 1.0 1.0 1.3 -79.7 21.1 -63.5 22.5
Private sector 682.5 705.4 717.0 736.6 758.0 1.8 2.9 34.8 11.1
Other items net (Assets: +) -210.1 -217.5 -232.5 -248.2 -283.2 2.2 14.1 15.0 34.8
Broad money M3 889.9 885.1 961.3 976.1 1028.2 6.5 5.3 14.0 15.5
Broad money M2 725.3 727.9 800.7 814.9 834.0 3.8 2.3 12.5 15.0
Money M1 426.2 424.3 506.3 492.5 495.5 2.1 0.6 11.7 16.3
Currency in circulation 107.0 105.6 116.3 106.4 116.6 4.7 9.5 4.1 9.0
Deposits 782.9 779.5 845.0 869.6 911.6 6.8 48 15.5 16.4
O0/W: Transferable 319.2 318.7 390.0 386.0 3789 1.3 -1.8 14.5 18.7
Nontransferable 299.1 303.6 294.3 3224 338.5 6.3 5.0 13.6 13.2
Foreign currency 164.6 157.2 160.6 161.2 194.2 20.5 20.5 21.4 179

Source: BNR, Statistics Department
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Regarding the movement in monetary aggregates in the previous quarters, the upturn
trend in M3, M2 and M1 was preserved except in Q1 2013 where it was almost stable
and in Q3 2012 where it declined. In the 4th Quarter, foreign currency deposits and time
deposits were expanding more rapidly than demand deposits though the latter have
still the largest share in total deposits.

Table 23: Monetary aggregates developments, quarter-on-quarter % changes

2012 2013
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Net foreign assets -13.9 -11.3 -8.7 18.6 -14.4 35.2 6.3 8.9
Net domestic assets 120.8 54.8 0.1 -8.8 22.6 -22.2 -8.2 -2.9
Domestic credit 45.4 31.5 3.2 -4.9 15.2 -12.1 -1.9 4.9
Central government (net) 36.7 62.2 -93.9 -35.5 443 -1146  -17.2 2.5
Private sector 10.4 8.4 10.6 1.8 3.4 1.6 2.7 29
Other Items nets -1.2 -1.7 -9.4 -2.2 -3.6 -6.9 -6.8 -14.1
Broad money M3 4.5 7.9 -5.1 6.5 -0.5 8.6 1.5 5.3
Broad money M2 7.0 8.4 -6.6 3.8 0.4 10.0 1.8 2.3
Money M1 7.3 8.1 -5.7 21 -0.5 19.3 -2.7 0.6
Currency in circulation -3.4 12.4 -8.4 4.7 -1.3 10.1 -8.5 9.5
Deposits 5.7 7.2 -4.6 6.8 -0.4 8.4 2.9 4.8
0/W: Transferable 11.3 6.7 -4.8 1.3 -0.2 22.4 -1.0 -1.8
Nontransferable 6.6 8.7 -7.8 6.3 1.5 -3.0 9.5 5.0
Foreign currency -7.3 52 3.3 20.5 -4.5 2.1 0.4 20.5

Source: BNR, Statistics Department

1. Money supply

a. Net foreign assets (NFA)

NFA continued its upward trend in Q4 2013 with an increase of 8.9% compared to 6.3%
in the previous quarter and 18.6% compared to the same period of the year before. This
expansion in NFA observed each quarter of 2013 is a result of more foreign inflows in
2013 after resumption of foreign aid. The proportion of BNR’s NFA remained higher as
it averaged around 84.2% in 2013 against 15.8% for commercial banks.

On quarterly basis, the share of commercial banks has been improving from 10.4% in
Q2 2013 to 12.3% and 14.7% in Q3 and Q4 2013 respectively due to increase in banks
foreign deposits abroad. Consequently, BNR’s share deteriorated from 89.6% in Q2
2013 to 87.7% and 85.3% in Q3 and Q4 2013 respectively.

b. Net domestic assets (NDA)

Considering outstanding credit to private sector, globally, there has been a slowdown
movement in credit to private sector in 2013 compared to 2012 as new authorized
loans reduced in 2013 compared to 2012, amid increasing lending interest rates (17.3%
on average in 2013 versus 16.8% in 2012).

In respect of outstanding loans at the end of different quarters of 2013, a slight
improvement occurred again in Q3 with increase of 2.7% after a slowdown in Q2
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(1.6%) and continued in Q4 2013 as the latter registered a high increase in new
authorized loans.

In terms of loans to deposits ratio, there has been a minor progress as the ratio
averaged 0.839 in Q4 2013 from 0.843 in the previous quarter while a big improvement
has been recorded when comparing to Q4 2012 which registered 0.894. However
during the period under review, loans to deposits ratio has been situated above the
benchmark of 0.80 recommended by BNR.

With regard to the competitiveness on loans market, there were some minor progress
in this Q4 2013 as Herfindahl index reached 0.141 on average from 0.145 in Q3,
indicating that the market is not yet fully competitive despite significant improvements
compared to the previous years.

Regarding new authorized loans, they intensely went up by 41.4% in Q4 2013
compared to the previous one, while they had also risen by 27.1% compared to Q4
2012. For the whole year 2013, new authorized loans declined by 5.3% compared to
2012 when a huge increase of 40.0% compared to the previous year was recorded.

However, the increase observed in Q4 2013 compared to previous one is a result of
accommodative monetary policy stance adopted since June 2013 to increase the
financing of the economy after economic activities’ deceleration which had started in
towards the end of 2012. The policy became more effective in Q4 2013 with a decline in
lending rate and significant increase in new authorized loans.

Table 24: New cash loans authorized by 9 commercial banks, 3 Microfinance banks and BRD (FRW billion)

2012 2013 % change
ACTIVITY BRANCH Q4 Tot Q1 Q2 Q3 Q4 Tot 2012/ Q412/ Q313/
2013 Q413 Q413
Activities not classfied elsewhere 16.0 83.0 12.7 13.6 14.5 15.7 56.5 -31.9 -2.0 7.8
Agriculture, animal husbandary & fishing 4.0 10.6 1.7 2.4 1.9 2.8 8.8 -17 -29.9 46.4
Mining industries 0.0 0.0 0.0 0.0 0.2 0.0 0.2
Manufacturing industries 13.3 37 2.7 12.2 11.5 18.1 44.5 20.3 36.7 58
Energy and water 3.7 39 0.0 0.4 0 5.2 5.6 44.1 40.3
Public works and building industry 279 1119 175 26 20.1 29.8 93.5 -16.5 7.0 48
Commerce, restaurant & hotels 40 203.1 4958 57.8 47.8 62.2 217.6 7.2 55.6 30.1
Transport, warehousing & communications 4.3 30.4 7.5 7.4 5.3 9.3 29.5 -3.2 1183 76.9
0.F.IInsurances and other Non-financial services 1.7 4.6 3.9 0.7 0.5 0.9 6.0 29.7 -48.8 73.5
Services provided to the community 5.4 14.4 1.7 2.5 2.6 3.6 10.4 -28.1 -33.6 37.8
TOTAL OF NEW LOANS 116.2 4989 97.6 1229 1044 147.6 4725 -5.3 27.1 41.4

Source: Financial Stability Directorate

In terms of loans distribution by activity branch, the new loans authorized in terms of
volume rose in all sectors in Q4 2013 compared to Q3 2013 except in Activity not
Classified Elsewhere, Commerce, Restaurant and Hotel and Services provided to the
community whose shares dropped to 10.6%, 42.2% and 2.4% respectively from 13.9%,
45.8% and 2.4%.
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The three most funded sectors remained Commerce Restaurant and Hotel, Public
Works and Buildings and Activities not classified elsewhere (dominated by individual
loans such as salary advances) whose share in the total totalized 73.0% in Q4 2013
against 79.0% and 72.2% respectively recorded in Q3 2013 and Q4 2012.

Table25: Distribution of new loans by activity branch (in %)

2012 2013

ACTIVITY BRANCH Q1 Q2 Q3 Q4 Tot Q1 Q2 Q3 Q4 Tot
Activities not classfied elsewhere 15.2 19.5 17.9 13.8 16.6 13.0 11.0 13.9 10.6 12.0
Agriculture, animal husbandary & fishing 1.5 2.6 1.2 3.5 2.1 1.7 1.9 1.8 1.9 1.9
Mining industries 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.0 0.0
Manufacturing industries 6.4 3.0 9.0 11.4 7.4 2.8 9.9 11.0 12.3 9.4
Energy and water 0.1 0.1 0.0 3.2 0.8 0.0 0.3 0.0 3.5 1.2
Public works and building industry 24.1 23.9 18.1 24.0 22.4 17.9 21.2 19.3 20.2 19.8
Commerce, restaurant & hotels 43.2 42.7 41.9 344 40.7 51.0 47.0 45.8 42.2 46.1
Transport, warehousing & communications 7.3 49 8.1 3.7 6.1 7.7 6.0 5.0 6.3 6.2
0.F.]Insurances and other Non-financial 0.4 0.7 1.2 1.4 09 4.0 0.6 0.5 0.6 1.3
Services provided to the community 1.8 2.7 2.6 4.6 29 1.8 2.0 2.5 2.4 2.2
TOTAL OF NEW LOANS 100.0 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0 100.0

Source: Financial Stability Directorate
2. Money demand
a. Currency in circulation

The currency in circulation rose by 9.5% by end Q4 2013 compared to the previous one
while it had also increased but at a slower pace by end Q4 2012. This upturn trend in
currency in circulation by end Q4 of each year is normally due to its seasonal patterns.
However, the higher rise in Q4 2013 compared to Q4 2012 was due to increase in
government expenditures in the last quarter of 2013 than the same period in 2012
characterized by suspension and delay of budget and government projects supports.

With regard to the share of currency in circulation in M3, it also went up to 11.3% in Q4
2013 from 10.9% registered in the previous quarter due notably to its seasonal
patterns as we said before, while it was 12.0% in Q4 2012. However, looking at the
evolution of the ratio since 2012 like in the previous years, it has been declining while
deposits ratio was kept increasing following the enduring efforts aiming at increasing
financial inclusion.

Chart 9: Evolution of the ratio of currency in circulation and deposits
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Source: Monetary Policy and Economic Analysis Department
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b. Deposits

Total deposits increased by 4.8% by end Q4 2013, up from 2.9% previously recorded.
They had also risen by 6.8% in Q4 2012. This increase was sustained in 2012 and 2013
except in Q1 2013 where it remained more or less stable and Q3 2012 where it
decreased by 4.6%.

Considering the development by type of deposits, demand deposits decreased by 1.8%
in Q4 2013 compared to end Q3, where demand deposits had also slightly dropped by
1% while decreasing also by 4.8% in Q4 2012. This slowdown movement in demand
deposits allowed the improvement of time deposits and foreign currency deposits in
Q4,Q3 2013 and Q4 2012 as well.

Time deposits increased by 5.0% in Q4 2013 lower than 9.5% and 6.3% respectively
recorded in Q3 2013 and Q4 2012. Looking at the evolution of time deposits in 2013
and 2012 as well, it is related to the extent of improvement in new time deposits and
sometimes to the level of deposit rates in the respective quarters. Time deposits of one
year maturity has a great share in total deposits as it averaged around 48.6% in 2013
versus 46.7% recorded in 2012 but decreased to 37.5% in the last quarter 2013 from
55.3% in the previous one on profit of a rise in deposits of one month maturity to
22.5% from 14.1%

Table 26: New time deposits for the Banking system (FRW billion)

2012 2013

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
1 month 20.5 12.9 12.3 4.3 6.5 9.1 11.7 20.5
3 months 8.1 15.7 6.6 10.0 8.0 12.2 13.1 11.1
6 months 7.8 14.3 8.1 15.0 11.0 15.0 9.4 10.4
12 months 30.1 46.6 26.2 21.8 21.2 62.3 45.9 34.1
2 years 0.0 0.0 0.2 1.4 1.3 9.8 3.0 15.1
5 years 0.0 0.8 0.8 0.0 0.0 0.0 0.0 0.0
Total 66.4 90.4 54.2 52.4 48.0 108.4 83.0 91.1

Source: BNR, Statistics Department

Foreign currency deposits registered a huge increase of 20.5% in Q4 2013 after a small
rise in Q3, Q2 and a decline in the first one. Consequently, the share of demand deposits
in total deposits declined to 41.6% in Q4 2013 from 44.4% previously recorded while
time deposits remained almost steady at around 37.1%.

The level of competitiveness for deposits in banking industry as measured by the
Herfindahl index remained stable at around 0.14 on average in Q4 2013 and Q3 2013 as
well.

Considering developments in deposits by types of depositors, no remarkable change
has been recorded in Q4 compared to Q3, except a minimal rise of nonfinancial
corporation’s share in total deposits and a small decline in households’ share. The
remaining sectors’ share remained almost stable.
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Chart 10: deposits by institutional sectors (in %)
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II1.3 RESERVE MONEY

Reserve money went up again in Q4 2013 but at a higher pace than in the previous
quarter. In fact, reserve money rose by 4.6% in Q4 versus 0.6% in Q3 mainly due to an
increase in net foreign assets (+5.9%). Globally, reserve money was kept slightly below
its respective monthly targets in 2013.

The expansion in BNR’s NFA came from an increase of 21.5% in foreign inflows mainly
in terms of budget support and government projects in Q4 2013 compared to the
previous one. Consequently, increase in government deposits from that external
assistance reduced markedly net credit to government by 83.6%. Furthermore, net
credit to commercial banks declined by 28.6% following less intensive mop up
operations in Q4 2013.

On the demand side, currency outside BNR expanded by 7.2% in Q4 2013 versus 5.3%
recorded in the same period of the year before. This increase in currency outside BNR
in the last quarter of each year is a normal trend from seasonal patterns. It was driven
by increase in currency in circulation (+9.5%) while cash in vault dropped by 2.9% %.

In the meantime, commercial banks deposits remained almost unchanged while their
share in reserve money rose on average to 35.9% in Q4 from 33.7% in Q3.
Consequently, the share of currency outside BNR dropped to 63.6% in Q4 compared to
65.2% in Q3.

Regarding the M3 multiplier, its quarterly average slightly moved up to 4.9 in Q4 2013
versus 4.7 in Q3 2013. In fact, on average currency ratio declined to 0.146 from 0.156
while excess reserve ratio slightly went up to 0.025 from 0.023 and reserve
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requirement ratio remained constant. As a result, only currency ratio decline influenced
M3 multiplier to slightly rise in Q4 2013.

Table 27: Reserve money developments (FRW billion)

% change
Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Sep12/ Sep13/ Dec11/ Dec12/
Dec12 Dec 13 Dec 12 Dec 13
Net foreign assets 372.2 457.1 366.7 575.7 599.2 634.3 22.8 5.9 -18.9 38.8
Net domestic assets -197.9 -267.8 -174.6 -373.1 -395.4 -421.4 -35.3 -6.6 33.5 -57.4
Domestic credit -152.4 -218.7 -130.7 -319.4 -331.5 -339.6 -43.5 -2.4 37.5 -55.3
Government(net) -132.4 -165.4 -118.8 -234.6 -279.2 -303.7 -24.9 -8.8 36.8 -83.6
Nongovernment credit -17.9 -51.0 9.1 -81.8 -47.6 -31.2 -185.1 34.5 41.7 38.9
Commercial banks -25.2 -58.5 -16.7 -89.9 -56.1 -40.6 -131.8 -28.6 38.4 -31.6
Other items net -45.5 -49.1 -43.9 -53.7 -63.9 -81.8 -7.8 -27.9 6.2 -66.7
Reserve money 174.4 189.3 192.1 202.5 203.8 213.2 8.6 4.6 17.2 12.6
Currency 122.8 129.3 125.8 137.7 131.4 140.9 5.3 7.2 9.6 9.0
Currency in circulation 102.2 107.0 105.6 116.3 106.4 116.6 4.7 9.5 4.1 9.0
Currency held in banks 20.6 22.3 20.2 21.4 25.0 24.3 8.2 -2.9 46.7 9.1
Commercial banks 49.8 58.2 64.3 63.2 70.8 71.3 16.9 0.7 389 22.5
Other nonbank deposits 1.8 1.8 2.1 1.7 1.5 1.0 4.2 -33.4 6.2 -44.6

Source: BNR, Statistics Department

I11.4 BANKING SYSTEM LIQUIDITY CONDITIONS AND OUTLOOK

Banking system liquidity conditions were comfortable during the fourth quarter of
2013. By end December 2013, banks most liquid assets soared slightly to FRW 228.9
billion from FRW 217.5 billion by end September 2013, which is an increase of 5%. That
sluggish increase was caused mainly by increase of banks’ stake in government
securities, and cash in vault was also relatively high. However, outstanding repos were
declining over the period as the central bank relaxed mopping operations to further
enhance the financing of the economy. Therefore, excess reserves dropped especially in
December 2013 as banks eyed increasing credit to the private sector.

Table 28: Most liquid assets of commercial banks (FRW billion)

2012 2013

Dec Mar Apr May Jun Jul Aug Sep Oct Nov Dec
T-bills 55.5 76.5 83.1 74.2 103 108 124.4 118.7 133.7 145.5 156.2
Repo 52.5 17.1 25.4 54 90.2 41.5 54.5 53.5 345 335 29.5
Ex. reserves 14.8 18.8 13.0 15.6 17.4 18.8 20.2 20.3 19.4 274 19.0
Cash in vault 22.3 20.2 22.7 22.3 21.4 23.8 21.7 25.0 22.5 20.0 24.3
Total 145 132.5 144.2 166.1 232 192.1 220.8 217.5 210.2 2264 2289

Source: Monetary Policy and Economic Analysis Department

Government fiscal operations played a significant role in the robustness of banking
system liquidity by injecting FRW 30.2 billion during the fourth quarter of 2013 against
9.9 billion injected during the third one.
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Chart 11: Government liquidity net injection (in FRW billion)
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IIL.5 INTEREST RATES DEVELOPMENTS

The short-term interest rates during the fourth quarter have been declining on account
of current monetary policy stance and sound liquidity conditions of banking system. T-
bills, repo and interbank interest rates fell respectively to 5.62%, 3.99% and 5.59% in
December 2013 from respectively 7.14%, 5.45% and 7.00% in September 2013 from
respectively 10.81%, 6.68% and 9.58% in June 2013.

Table 29: Interest rates developments (in %)

2012 2013

Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec
BNR Policy Rates
Key Repo Rate 7.50 7.50 7.50 7.50 7.50 7.50 7.00 7.00 7.00 7.00 7.00 7.00 7.00
Discount Rate 11.50 11.50 11.50 11.50 11.50 11.50 11.00 11.00 11.00 11.00 11.00 11.00 11.00
Money Market Rates
Repo rate 7.46 7.44 7.36 7.00 7.23 7.08 6.68 6.40 5.60 5.45 5.00 4.42 3.99
Standing Dep. Facility 5.50 5.50 5.50 5.50 5.50 5.50 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Standing Lend. Facility 9.50 9.50 9.50 9.50 9.50 9.50 9.00 9.00 9.00 9.00 9.00 9.00 9.00
Treasury Bills Rate 12.39 12.36 12.20 12.13 12.03 11.98 10.81 9.74 8.59 7.14 6.77 6.06 5.62
Commercial Banks Rates
Interbank Rate 11.12 11.11 10.40 10.03 10.86 11.11 9.58 9.60 7.55 7.00 6.70 6.09 5.59
Deposit Rate 10.04 11.80 10.32 10.38 10.67 11.56 10.61 8.53 10.46 8.98 9.52 8.54 8.58
Lending Rate 16.50 17.09 17.14 17.17 17.27 17.56 17.65 17.19 17.47 1782 1735 1719 16.90

Source: BNR, Statistics Department

Regarding market rates, average deposit interest rate has been declining since in the
second half of the year recording the ups and downs in line with commercial banks’
need of raising money to finance their investment portfolio. Lending interest rate
recorded downward trend over the quarter under review and reached 16.90% in
December 2013 from 17.82% in September 2013. This decline was eased by the relative
eased cost of funds and non-performing loans ratio which declined to 7.0% by end
December 2013 from 7.2% by end September 2013.
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IV. EXCHANGE RATE AND FOREIGN EXCHANGE MARKET DEVELOPMENTS

IV.1 Exchange Rate Developments

BNR kept the FRW exchange rate fundamentally market driven, while continuing to
intervene on the domestic foreign exchange market by selling foreign exchange to
banks to smoothen the FRW exchange rate volatility. As a result, the Rwandan franc has
been relatively stable against the major international currencies during the fourth
quarter 2013. For the whole year, it depreciated by 5.8% against USD trading on
average between FRW 629.44 in the fourth quarter 2012 and 666.12 in the fourth
quarter 2013 per one USD. However, this depreciation recorded against USD in the
fourth quarter 2012 is already higher compared with total depreciation of 4.4% over
the fourth quarter 2012. It was due to the higher-than expected increase in forex
demand to finance imports of goods.

Chart 12: Evolution of nominal exchange, leading currencies against US dollar
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The Rwandan franc also edged down by 7.1% against GBP and depreciated by 10.9%
versus the EURO as they straightened on international foreign exchange market.
Concerning the East African region, FRW depreciated against all regional currencies
which have been appreciating against the USD. FRW depreciated by 5.3% versus the
Kenyan shilling, 5.6% against the Tanzanian shilling, 10.8% versus Ugandan shilling
and 2.9% against the Burundian franc.

Chart 13: Evolution of nominal exchange, EAC currencies against US dollar
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IV.2 Foreign Exchange Markets

There have been a number of developments in the domestic foreign exchange market.
The Government of Rwanda issued an international bond amounting to USD 400 million
in April 2013 and the budget support increased by 63%, that is, from USD 282 million in
2012 to USD 461 million in 2013. Exports earnings also increased by 18.7% in 2013
even though outflows to finance imports continued growing at a rate of 2.2% during the
year 2013 in comparison with the same period of 2012.

Uncertainties in the global economy have been the main factor of reducing forex
resources in the banking system over the last years, especially donor inflows. In the
context of increasing demand for imports to support the dynamic economic activities,
pressures on forex market have been the key challenge for the central bank to continue
sustaining exchange rate stability.

Chart 14: BNR forex sales to banks in millions of USD
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Source: BNR, Financial Markets Department

Despite, higher demand for forex, BNR managed to keep external stability of local
currency, though its forex sales to commercial banks declined by 29.4% from USD
455.51 million in 2012 to USD 321.53 million in 2013.

IV.4 Real effective exchange rate (REER)

The Real Effective Exchange Rate (REER) depreciated by 2.7% in December 2013
mainly attributed to the depreciation of the nominal value of FRW against currencies of
major trading partners as well as the inflation differential with those countries,
especially in the regional countries. In EAC sub region, Rwanda’s inflation stood at 3.7%
and maintains a lower level than in most of regional trade partners. In December 2013,
inflation was 6.7% in Uganda, the first trading partner in EAC sub region with 14% of
total trade shares. It was 7.2%, 5.6% and 9.0% respectively in Kenya, Tanzania and
Burundi.
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Chart 15: Real effective exchange rate with ten major trading partner countries, REER index
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The nominal value of the FRW depreciated against major partners’ currencies. It
depreciated by 0.9% against UGS the first trading partner in sub region. It depreciated

also by 0.6%, 0.8% and 0.5% against the Kenyan shilling, Tanzanian shilling and
Burundian franc, respectively.
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TABLE I.1. CENTRAL BANK SURVEY
RWI

(In million
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