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Harare -- MEFMI will this
year pursue, with renewed
vigor, the training of
promising young
professionals with a view to
develop them into experts
in different branches of
macroeconomic and
financial management, the
Executive Director, Dr. Ellias
Ngalande, has said.

“The objective of the
Fellows Development
Programme is to groom a
cadre of experts, who will
ensure sustainability and
availability of adequate
support in building and
maintaining capacity in the
region. This is an
accelerated cost-effective
expert-formation endeavor,”
says Dr. Ngalande who took
over as MEFMI chief
executive officer in July last
year.

Dr. Ngalande’s says this in
his Foreword to the MEFMI

2007 Prospectus.

Touted as MEFMI’s flagship,
the Fellows Development
Programme has had some
setbacks over the past two
or so years. This was on
account of cash-flow
constraints the Institute has
experienced since 2005.
Laxity also crept in on the
part of some of the trainee
Fellows, their handlers at the
Secretariat and in some
cases, also on the part of
their mentors. The result has
been that some candidate
Fellows have ended up
taking far longer than the

MEFMI EXECUTIVE DIRECTOR, DR. ELLIAS E. NGALANDE

stipulated period to
graduate. Adding to the
woes afflicting the Fellows
Development Programme
was the departure at the end
of 2005 of the programme
officer who was in charge of
co-ordinating its activities.
This post had remained
vacant until this year.

Now Mr. Simon Namagoa,
who has served in previous
MEFMI phases as
programme officer
responsible for capacity
building under the Debt
Management Programme,

is now in charge of the
Fellows Development
Programme. Mr. Namagoa
is the Programme Officer
responsible for Planning,
Evaluation and Multi-
Disciplinary Activities under
MEFMI Phase Ill, which will
run through to the end of
2011.

Overall MEFMI Fellows have
however been very active in
regional capacity building
events offered by the
Institute or undertaking
regional attachments. Some
Fellows are still developing
their technical papers and
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the Secretariat will step up
efforts to assist them while
taking appropriate action on
the non-performers.
Graduate and accredited
Fellows continued to be
used as resource persons
in as many activities as
possible.
This year, MEFMI plans a
new intake of 15 new
candidate Fellows. These
will be recruited on a
competitive basis from the
13 member countries. The
candidates will be split into
the main disciplines namely
macroeconomic
management, financial
sector management and
sovereign debt
management. They will be
groomed under their sub-
areas of specialisation under
these three broad
disciplines.

NEWS

Fellows are a crucial
component for creating long-
term and sustainable
capacity within the region.
Graduate Fellows assist
MEFMI client institutions
with capacity building
activities. Fellows, whose
expertise is available to their
nominating institutions,
MEFMI member states and
the Secretariat, have
significantly reduced the
costs of utilizing overseas
experts. They also respond
faster to calls for assistance
as they are already within
the region. MEFMI Fellows
also know the region better.
They are familiar with the
“terrain”. This way,
problems are solved faster
and more accurately. The
Fellows Development
Programme assists in
building confidence of

Mr. Simon Namagoa is

the Programme Officer

Responsible for

Planning, Evaluation

and Multi-Disciplinary

Activities

regional experts.
The development of Fellows
under the Fellows
Development Programme
involves:
@ Generic training courses,
specialized courses with
leading institutions in the
sub-specialty areas;
@ Attachments with
exemplary institutions;
@ Study tours to leading
institutions in
macroeconomic and
financial management;
@ Attachments with leading
experts in the sub-specialty
area on a “one-to-one
mentoring” basis;
@ Preparation of a technical
paper or manual with
relevance to the region; and
@ Undertaking an
apprenticeship programme
with MEFMI.

In order to meet the on-

going and new challenges
arising from globalisation
and the dynamic nature of
the world, MEFMI envisages
to groom Fellows in areas
of specialization, that include
among others: external
sector analysis, tax
structure/options, trade
issues, reserves
management operations:
risk analysis and risk
management, financial
sector supervision,
regulation and surveillance:
risk-based supervision,
payments, clearing and
settlements systems, market
operations, debt
management, systems
administration for both
DMFAS and CS-DRMS and
capital flows (measuring and
monitoring capital flows to
the private sector).

THE CURRENT STATUS OF THE FELLOWS PROGRAMME

Discipline/Programme m Graduated Accredited

Macroeconomic Management

Financial Sector Management 12 4 10 26
Debt Management 20 3 7 30
Total 41 10 17 68

Through the Fellows Development Programme, MEFMI has increased the number of regional experts available locally in the member
state institutions and regionally to assist MEFMI in capacity building. To date MEFMI has trained a cadre of 68 experts in the various
areas of its mandate. The number of these experts still falls far short of the critical mass that would be able to sustain the region.
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Dr. Caleb Fundanga,
Chairperson of the MEFMI Board

of Governors, who is the

NEWS

DONORS
WELCOME
MEFMI

Governor of the Bank of Zambia.

Harare -- Traditional donors
have warmly received a
new funding campaign
launched by MEFMI to
raise funds for its third
phase of capacity building
activities.

The African Capacity
Building Foundation
(ACBF), the Netherlands,
Norway and Sweden --
have all given the thumbs-
up to the MEFMI Phase Il
Project Document.

The document lays out
MEFMI's past
achievements in detail,
identifies key strategic
issues facing the Institute
going forward and
articulates a programme of
action for MEFMI Phase IlI
covering the years 2007 to
2011. The MEFMI
Secretariat prepared the
document in close
collaboration with key
stakeholders. MEFMI's
supreme decision-making
body, the Board of
Governors, has since
officially adopted it.

In the document MEFMI
initially stated that it
required a financial
commitment of US$32.5
million to deliver its next
five-year programme
starting this year.

The 13 MEFMI member
states were expected to
contribute US$14.6 million

to the budget while
traditional and new
cooperating partners would
contribute US$17.9 million.
The donors’ endorsement
of the document came at
the Cooperating Partners
Liaison Committee of
MEFMI meeting held at the
Netherlands Embassy in
Harare on 9 November
2006.

The meeting was attended
by H.E. Mr. Jos Weterings,
Ambassador of
Netherlands, and
Chairperson of Cooperating
Partners Liaison
Committee, H. E. Mr. Sten
Rylander, Ambassador of
Sweden, Mrs. Isabella
Eriksson, First Secretary-
Sweden, H. E. Mr. Per
Stavnum, Ambassador of
Norway, Dr. Apollinaire
Ndorukwigira, Programme
Team Leader for Southern
Africa, ACBF, Dr. C. M.
Fundanga, Chairman of
the MEFMI Board of
Governors and Governor
of the Bank of Zambia, Mr.
Edward Mashiringwane,
Deputy Governor, Reserve
Bank of Zimbabwe, Mr. F.
Chasi, Bank Legal Advisor,
Reserve Bank of
Zimbabwe, Dr. Ellias E.
Ngalande, Executive
Director, MEFMI, Ms A. M
Msutze, Director, Debt
Management Programme,
MEFMI, Mr. A. M Ncube,

PHASE Il

Director, Financial Sector
Management Programme,
MEFMI, and Mr. S. C
Mkandawire, Director,
Finance and Administration,
MEFMI and Mrs. J. Ndoro,
Programme Officer,
Netherlands Embassy.
In his presentation,
Ambassador Jos Weterings
of Netherlands and who is
also the Chairperson of
Cooperating Partners
Liaison Committee
congratulated MEFMI for
coming up with a
comprehensive Phase Il
Document and emphasized
that The Netherlands had
been supporting MEFMI
since inception and
continued to value the
Institute’s work of building
human and institutional
capacity in ministries of
finance/planning and
central banks in the areas
of macro-economic
management, debt
management and reserves
and financial sector
management.

With regards to the funding
of MEFMI Phase I, Mr.
Weterings said that his
government would
undertake an independent
review of MEFMI Phase |
and Il.

Ambassador Sten Rylander
of Sweden informed the
meeting that Sweden had
just contributed USD412,

His Excellency Ambassador Jos
Weterings of the Netherlands, who is

the Chairperson of the Co-operating
Partners Liaison Committee of MEFMI

000 towards MEFMI as
bridging funds for the last
quarter of Phase Il going
into Phase Ill. Ambassador
Rylander assured support
for MEFMI Phase III.

In his presentation, the
Norwegian Ambassador
Per Stavnum said a recent
report that was produced
by the international
development agency,
NORAD, on MEFMI Phase
Il'in preparation for the next
phase, was positive and
therefore there would be
possibility for support for
Phase lll.

ACBF’s Dr. Ndorukwigira
said that ACBF would
maintain its commitment to
MEFMI Phase Ill at USD2,
5 million. This was the
same level of ACBF’s
contribution in MEFMI
Phase Il.

The Chairperson of the
MEFMI Board of
Governors, Dr. Caleb
Fundanga, pointed out that
the MEFMI member states
contributed in kind to
MEFMI in addition to their
annual contribution. If the
in kind contribution were
added, member states’
actual contribution to
MEFMI would exceed the
stated 43% mark. Dr.
Fundanga is the Governor
of the Bank of Zambia.

continued overleaf



He said that the member
states were committed to
increase their contributions
to MEFMI. Compared to
other similar institutions,
which are wholly donor-
funded, MEFMI had made
big strides, he said. He cited
as an example the fact that
members of the MEFMI
Board of Governors pay for
all their tickets when
traveling on MEFMI
business. All officials from
MEFMI client institutions
also contribute by paying
for their own air tickets
when flying to venues for
MEFMI capacity building
activities. The expected
increase in MEFMI trained
experts, i.e. Fellows, would
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result in the further lowering
of the financial needs for
MEFMI and thereby
contributing to its
sustainability.

In support of Dr.
Fundanga’'s comments, the
Executive Director, Dr.
Ellias Ngalande, cited the
case of Zimbabwe’s pledge
to increase support to
MEFMI over and above the
country’s annual
subscription. Zimbabwe
had promised to make
available USD50, 000 per
year as top up. Reserve
Bank of Zimbabwe offered
to underwrite rental costs
for MEFMI. Zimbabwe’s
central bank had also made
an undertaking to pay for

any MEFMI courses that
would be held at St Lucia’s
Park, a training institution
in Harare, in which the bank
holds shares.

Dr. Fundanga said since
Zimbabwe provided for
extra costs in- kind, he had
already made an appeal to
other member states to
follow suit. He told the
Cooperating Partners
Liaison Committee of
MEFMI that at their last
meeting held in Tshwane,
South Africa on October 30,
2006, the MEFMI Board of
Governors had also agreed
that services would be
extended to commercial
institutions affiliated to client
institutions. In addition

MEFMI might charge
commercial fees for some
of its services in order to
meet the running costs.

Although not part of the
direct governance or
management structure, the
Cooperating Partner Liaison
Committee of MEFMI,
which is made up of Harare-
based representatives of
MEFMI financial
cooperating partners, has
grown into a key organ of
MEFMI. Since 1997 the
Committee has provided
useful advice at its liaison
meetings and intends
maintaining the same
partnership in future.
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REGULATORS OF NON-FINANCIAL

INSTITUTIONS MEET

Harare -- The first capacity
building activity for MEFMI
in 2007 kicked off on
January 22 at Harare’'s St
Lucia Training and
Conference Centre.

Nineteen officials from the
relevant institutions in
Zimbabwe attended the
MEFMI workshop for

On day one of the activity...Officials from the relevant institutions in Zimbabwe
who attended the MEFMI workshop for regulators of the non-banking financial

institutions, which ran from Jan 22 to 31 at Harare’s St Lucia Training and
Conference Centre pose for group photo with MEFMI Executive Director, Dr.
Ellias Ngalande, and other MEFMI staff and resource persons

regulators of the non-
banking financial institutions,
which ended on January 31.
Five of the participants were
women.

Zimbabwe's Secretary for
Finance, Mr. Willard L.
Manungo, officiated at the
opening of this in-country
capacity building activity
through a speech read on

his behalf by the Executive
Director, Dr. Ellias Ngalande.

The purpose of the
workshop, which was the
first of its kind in Zimbabwe,
was to improve the
regulatory capacity of
regulatory bodies of non-
banking financial institutions.
The workshop also formed

an important forum to
discuss international best
practice of regulation of the
non-banking financial sector.
“Recent trends show that
most countries are now
moving towards a single,
independent, autonomous
and harmonized regulatory
authority of the non-banking

financial sector, which is
continued overleaf



aimed at improving
accountability and
transparency in the
regulation of this sector.
The Government of
Zimbabwe aims to align the
country’s approach to
regulation with what is
going on in other
international markets,” read
the statement by Mr.

NEWS

Manungo

Two MEFMI candidate
Fellows also attended the
workshop where they both
doubled as participants and
as resource persons. They
are Mr. Ruzayi Chiviri from
the Reserve Bank of
Zimbabwe and Mr.
Kagisanyo Kelobang from
the Ministry of Finance in

STAFF DEVELOPMENT

MEFMI OFFFICIALS
IN TRAINING ON
WORLD BANK/IMF

DEBT SUSTAINABILITY
FRAMEWORK FOR LOW INCOME
COUNTRIES METHODOLOGY

Accra -- A four-member
team represented MEFMI at
a training workshop on the
use of the World Bank and
the International Monetary
Fund (IMF) debt
sustainability framework for
low-income countries
methodology, which opened
in the Ghanaian capital,
Accra, on January 22.

The Director of the Debt
Management Programme,
Ms Anna Msutze, and the
Programme officer in charge
of activities related to the
Heavily Indebted Poor
Countries (HIPC)
international debt relief
initiative, Mr. Leslie
Mkandawire, attended the
Accra meeting. Also

Botswana.

Three resource persons led
participants in discussions
at the workshop. These
were Dr. Franso Van Zyl,
the Chief Counsel in charge
of legislation at South
Africa’s Financial Services
Board, Mr. Japheth
Buleetwa Katto from
Uganda’s Capital Markets

Authority and Mr. Stephen
Mallowah, the Board
Secretary for Kenya's
Retirement Benefits
Authority.

MEFMI’'s Financial Sector
Management Programme
coordinated activities of this
workshop.
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Director of the Debt Management Programme

Ms Anna Msutze

attending the workshop were
two MEFMI Fellows — Mrs.
Tseleng Masebetse from the
Debt Department of
Lesotho’s Ministry of
Finance and Mr. Armstrong
Dlamini, from the Research
Department of Central Bank
of Swaziland. The MEFMI
team returned to base on
January 26.

This activity was hosted by
the West African Institute for
Financial and Economic
Management (WAIFEM) --
a sub-regional training
institute whose principal
objective is to build capacity
for debt, macroeconomic
and financial sector
management in its
constituent countries of The
Gambia, Ghana, Liberia,
Nigeria and Sierra Leone.
With the training, the MEFMI
officials, it is hoped,
enhanced their capacities to
serve MEFMI member

countries in confronting
challenges posed by the
need to constantly monitor
their public indebtedness.
Member countries also
require assistance in
weighing the options of
acquiring new borrowings.
Such decisions are arrived
at through the use of
comprehensive country data
and projections covering the
relevant public debt and
macroeconomic variables.

By participating the MEFMI
representation gained better
understanding of the World
Bank/IMF Debt
Sustainability Framework for
Low Income Countries (DSF
LICs) Methodology and
related templates which
were reviewed at the Accra
workshop.
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TANZANIA HOST RETREAT FOR
FOREIGN EXCHANGE HEADS

Bagamoyo (Tanzania) --
Heads of departments
responsible for foreign
exchange reserves
management in MEFMI
member countries gathered
in Tanzania'’s resort town of
Bagamoyo for a three-day
retreat, which ran from Feb.
1to 3.

Located just 50-km north
of Dar es Salaam,
Bagamoyo is one of
Tanzania's most attractive
towns. It combines splendid
natural beauty with a
significant cultural and
historical heritage.

The Director of the Financial
Sector Management
Programme, Mr. Alphious
Ncube, led a three-member
MEFMI Secretariat staff
team in coordinating
activities of the retreat.

The objectives of the retreat
included creating awareness
amongst senior
management on the key
principles and best practices
and standards for
investment management
programmes. The retreat
also sought to improve the
overall risk management
process through a review of
the risk management
culture, risks inherent in
financial markets and
instruments and key risk
management tools for
mitigating these risks.

Participants also assessed
the concept of external fund
managers and custodians.
They examined how to
select and manage external
fund managers and
custodians.

STAFF DEVELOPMENT

PROGRAMME OFFICER ON TWO-WEEK
ATTACHMENT TO UNCTAD

Geneva -- MEFMI
programme officer
responsible for debt
management and financial
analysis software, DMFAS,
on January 29 started a two-
week attachment to the

DMFAS unit in Geneva.

Mr. Cornilious Deredza, who
served in previous MEFMI
phases as programme
officer responsible for debt
policy, is now in charge of

DMFAS under MEFMI
Phase Ill.
DMFAS is a debt

management software that
is in use in five of the 13
MEFMI member countries.

There are Angola, Rwanda,
Uganda, Zambia and
Zimbabwe. The United
Nations Conference on
Trade and Development
(UNCTAD) developed the
software. The attachment
provides Mr. Deredza an
opportunity to familiarize
himself with DMFAS in order
to enable him to effectively
train and advise officials in
the user countries.

The other MEFMI member
countries use another
software --- the
Commonwealth
Secretariat’'s Debt-
Recording and Management

Heads of front, middle and
back office units in foreign
exchanges reserves
management, internal audit
and information technology
(IT) and other senior
managers sitting on the
investment committee also
attended the retreat. Fifteen
participants, three of whom
are ladies, attended.

This event was MEFMI’s first
regional capacity building
activity this year.

Among regional experts who
facilitated the retreat was
Mr. Elias Kasozi, the
Executive Director for
Operations at Bank of
Uganda. Other facilitators
from the region were
accredited MEFMI Fellows
- Mr. Abbas Libabu, who is
Head of Market Operations

System (CS-DRMS).

Both UNCTAD and
the COMSEC are
among MEFMI's key
technical cooperating
partners, providing
gratis or subsidized
expertise,
attachments and
course attendance to
staff and Fellows
and other in-kind
support to
MEFMI’ s
capacity
building

effort.

in the Bank of Tanzania’s
Foreign Markets
Department, Mr. Bigboy
Masoso, the Chief
Settlements and Back Office
at the Reserve Bank of
Zimbabwe and. Mr.
Retsepile Elias from
Lesotho.

Three international
resources persons -- Mr.
John Nugée from the
London-based State Street
Global Advisors, Mr.
Nilakanta Venkatesh, who
is the World Bank’s Principal
Financial Officer in the
Quantitative Strategies, Risk
& Analysis Department and
Mr. Stefan Nallétamby, who
is Treasurer at the African
Development Bank -
completed the line-up of
facilitators of the retreat.
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Mr. Cornilious Deredza, who served in previous MEFMI

phases as programme officer responsible for debt policy,
is now in charge of DMFAS under MEFMI Phase IIl.




FEATURE

MALAWI REACHES HIPC COMPLETION POINT

BENEFITS FROM FUTHER PARIS CLUB DEBT RELIEF

Lilongwe -- Malawi reached
the Completion Point (CP)
under the Enhanced HIPC
framework on 31st August
2006 having met all but two
of the trigger conditions that
were agreed with the IMF
and the World Bank at the
Decision Point in December
2000.
The CP Debt Sustainability
Analysis (DSA) conducted
by the Government and
staffs of the IMF and the
World Bank indicated that
with HIPC assistance alone,
Malawi's external debt stock
of US$2.97 billion as of end
2005 would have continued
to be unsustainable even
after reaching the
Completion Point and
receiving maximum debt
relief as pledged at the
Decision Point negotiations.
The present value (PV) of
debt relative to exports of
goods and services was 245
percent as of end-2005,
which is above the HIPC
Initiative sustainable
threshold of 150 percent.
The DSA results indicated
that external debt would
have been unsustainable
beyond 2015, the year for
attaining the Millennium
Development Goals
(MDGS). The debt indicators
had worsened compared to
the Decision Point estimated
ratio of the present value of
debt to exports of 169
percent at the end of 2005.

It was further estimated that
if bilateral creditors (most of
which are from the Paris
Club) voluntarily provided
additional debt relief,
Malawi’'s NPV of debt
relative to exports would be
reduced from 245 percent
to 229 percent, which is way
above the HIPC sustainable
threshold of 150 percent by
about 80 percent.

Topping-up on HIPC Debt
Relief

The unsustainable external
debt situation described
above suggested that
Malawi would require
“topping-up” or additional
debt relief at the Completion
Point in order to attain
sustainability. Malawi
qualified for “topping-up”
because it had been
exposed to three major
exogenous shocks
since the HIPC
Decision Point,
namely:

lower

value of

exports

of goods

and services

than projected

at the Decision

Point as a result of the
significant decline in export
prices; a decline in the
international discount rates
that are used for calculating
debt sustainability; and
lastly, a decline in the value
of the US$ compared to
other currencies. In view of
this, the Boards of the IMF
and the World Bank
approved ‘topping-up’ or

additional debt relief for
Malawi from its creditors
amounting to US$411
million in present value
terms in order to reduce the
present value of debt relative
to exports from an
unsustainable position of
229 percent to 150 percent.
The ‘topping-up’ and debt
relief under the HIPC
Initiative, implied a total debt

relief to Malawi required to
attain debt sustainability
amounting to US$1,054
million in present value
terms. Of this amount,
US$646 million is the
revised estimate of relief at
the Decision Point while
US$411million is the top-up

at the Completion Point

Prospects for Debt
Sustainability under MDRI
Upon reaching the HIPC
Completion Point, Malawi
also became eligible for debt
relief under the Multilateral
Debt Relief Initiative (MDRI),
which provides for 100
percent cancellation of the
debt stock owed to the IMF,
IDA and AfDB. The

CP DSA

indicated

that with

topping up of HIPC
debt relief and
implementation of MDRI,
Malawi’'s NPV of Debt to
exports ratio is expected to
be significantly reduced from
245 percent to 43 percent
as of end 2005.In nominal
terms external debt has
been reduced from US$2.97



billion to US$488 million as
of end-2005.
Paris Club
Restructuring
The representatives of the
Malawi Government and the
‘Participating Creditor
Countries’1 of the Paris Club
met on 19th October 2006
to consider the
Governments’ request for
further debt relief following
the Completion Point. The
terms of the Paris Club debt
restructuring meant that the
Paris Club Creditors agreed
to cancel almost 100 percent
of Malawi's debt owed to
them amounting to US$363
million as at 1st August 2006
in recognition of the

Debt
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Government’'s commitment
to good governance and
determination to use debt
relief and other public
resources to implement a
comprehensive poverty
reduction strategy. Of this
amount, US$356 million was
effectively cancelled on the
basis of the following:

@® US$180 million was
written off immediately as
part of the Paris Club’s share
of debt relief efforts in the
Enhanced HIPC Initiative.

@® US$176 million will be
written off after concluding
bilateral agreements with
relevant Paris Club Creditors.

UPCOMING EVENTS

Of this amount, US$150
million is owed to the
Government of Japan that
has already signed the
Exchange of Notes on debt
cancellation in 2004. The
remaining US$26 million is
owed to the Governments of
Spain and France, which
also committed to provide
100 percent cancellation
upon signing of bilateral
agreements.

On its part, the government
is committed to continue to
seek grants for financing
social expenditures to meet
the MDG’s and where
borrowing is necessary, to
borrow only from highly

confessional sources. This
will ensure that Malawi
Government does not rapidly
build its debt to
unsustainable levels. The
reduction in the amounts to
be spent in servicing the debt
owed to the three multilateral
creditors would allow the
government of Malawi to
spend more in areas that
would allow it to get to the
MDG'’s with support from the
donor community.

Malawi's Paris Club creditors
comprise the Governments
of Austria, Belgium,Denmark,
Italy, the Netherlands,
Norway, Spain, Sweden and
the United Kingdom.
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THE FOLLOWING REGIONAL COURSES / SEMINARS / RETREATS/ WORKSHOPS ARE PLANNED BY MEFMI FOR THE FIRST

QUARTER OF 2007

ACTIVITY TYPE DURATION | DATES VENUE

Retreat for Heads of Reserves Management Retreat 3 days 1-3 February Tanzania
Macroeconomic Analysis and Management Course 15 days 5-23 February Zimbabwe
(3 weeks)
Risks & Risk Management in Payment & Settlement System Workshop 5 days 19-23 February Namibia
Training in the External Debt Module of CS - DRMS 2000+ Workshop 8 days 26 February- Malawi
March 7
Monitoring and Managing Foreign Private Capital Workshop 5 days 5-9 March Zambia

MEFMI

MACROECONOMIC & FINANCIAL MANAGEMENT
INSTITUTE OF EASTERN & SOUTHERN AFRICA

12th Floor, Social Security Centre, Cnr Julius Nyerere Way/ Sam Nujoma Street, P. O. Box 66016
Kopje, Harare Telephones: 252163/6/7,722954,735073/6,725516/22/00

Fax: 252164,735074 Email:capacity@mefmi.org
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