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ECONOMIC OVERVIEW
Zimbabwe economy remains caught in a downward spiral driven by poor fiscal performance, exchange
rate induced price increases, shortages of foreign currency, severe drought and Cyclone Idai. Economic
conditions worsened as witnessed by government’s revision of 2019 growth projections from 3.1% to 6.5% especially in mining and agriculture, which experienced double-digit declines. Inflation remained
relatively stable at low levels averaging below 10% from 2009 up to third quarter in 2018 after the
announcement of the October 2018 Monetary Policy. The separation of the accounts intensified the
multi-tier pricing and inflation figures rising with the last being published at 175.7% mainly driven by
effects of monetization of past fiscal deficits, speculative pricing and the continued local currency
depreciation. Inflation remains highest in the region as depicted in Figure 1.
Figure 1: Regional inflation rates

Source: Trading economics
To curb the spiraling parallel exchange rate premiums and ease the inflationary pressures, government
in February 2019, formalized the trading of foreign currency through introduction of the interbank rate
at 2.5 and licensing of the Bureau de change. In June 2019, the country witnessed the removal of the
basket of currencies making the Zimbabwean dollar the only legal tender through SI1 142 of 2019 which
aimed at strengthening and restoring confidence in the local currency. Additionally, the Reserve Bank of
Zimbabwe adjusted the overnight lending rate from 50% to 70% at the beginning of the quarter and
consequently reducing to 35% in November.
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THE YEAR 2019 AT A GLANCE

The near-term outlook,
 Initial government projections indicated positive economic growth of 3% which was later revised
to a -6.5% due to a slowdown in performance of essential sectors of the economy particularly
agriculture and mining. Nevertheless, GDP is expected to recover up to 3% in 2020 anchored on
increased agriculture, mining & manufacturing production and improved confidence on account of
better ease of doing business, improved macro-economic stability and expected better rainfall
among other factors.
Table 1: 2020 GDP Growth Projections

Source: Budget 2020

Celebrating 10 years of Delivering Sustainability

 Sustained foreign currency shortages and lack of confidence in the local currency will continue to
impact negatively on performance of all economic sectors including mortgages and general loans
 The decrease in the overnight lending rate from 70% to 35% will likely to stimulate activity in the
mortgage sector,
 Continued liquidity challenges coupled by persistent fuel and energy shortages continue to cripple
the country’s economic sectors thus slowing down recovery of the industrial sector.
Given the severity of the crisis, current conditions continue to point to an economy under inflationary
pressure in the short to medium term. Performance of the overall economy will continue to respond to
the policy environment as businesses keep adapting to new policies and the tight operating climate.
PROPERTY MARKET OVERVIEW
GENERAL OVERVIEW
Weak economic fundamentals remain a threat to the property sector. The sector is characterised by
suppressed property transaction volumes, weak demand for commercial space especially for CBD offices,
lower rental revenue due to a spiralling inflation rate, low rental growth as they are lagging behind inflation
levels and dwindling property values. Low economic activity and higher voids have seen property yields
remaining depressed particularly for CBD offices and industrial properties due to weak demand and
restrained industrial production. Nevertheless, activity in the residential sector remained resilient as
investors sought to hedge against the currency and inflation risk. Upgrading of existing infrastructure and
rehabilitation remains critical for the real estate sector and the economy as a whole.
PROPERTY SALES SECTOR
The sector continues to face low confidence owing to the widening gap between seller preferences and
buyer capability, which has been intensified by the requirements of SI 142 prohibiting the exchange of
properties in any other currency other than the local currency. Sales remain leaned to residential
properties, whilst little activity has been noted in the commercial and industrial sector. Property prices in
ZWL continue to escalate as the local currency continues to weaken against the United States Dollar.
Property sellers have withdrawn their properties from the market further slowing down activity within the
sector. Disposal of several developments have been halted including the Steward Bank Fairview Projects,
Dawn Property Consultancy, Marlborough Cluster development and FBC Housing Projects. Nevertheless,
the market is not likely to recover from the 2019 downturn unless there are structural changes in the
economy.
Properties in high density suburbs such as Budiriro, Glen view, Highfield, Kuwadzana and Warren Park in
the last quarter were trading between $500,000 and $850,000 whilst areas such as Glen Norah and
Kambuzuma were slightly lower between $450,000 and $700,000. Dzivarasekwa, Mufakose and Hatcliffe
continued to trade between $300,000 and $400,000 whilst core houses were exchanging between an
average range of $300,000 and $380,000.
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Table2: Property prices
Aspect
High density (200-300sqm)

Average stand price (per Average property price
sqm) ZWL
ZWL
$1000-$1200
$400,000-$850,000

Medium density (400-1000sqm)

$700- $850

$1,500,000-$2,200,000

Low density entry level (2000sqm)

$600 -$800

$400,000,000-$6,000,000

Low density high end(4000sqm)

$350-$500

$7,000,000-$10,000,000

Medium density properties in the last quarter were ranging between $1,500,000 and $2,500,000 for
properties in Waterfalls, Hatfield, Madokero, Zimre Park, Malbereign and Westgate among others whilst
low density ranged between $4,000,000 and $10,000,000 depending on location and design.

MORTGAGE SECTOR
The sector recorded a steady growth from the period 2009 but was interrupted by the economic shocks
from the period 2016 to date. The sector remains sensitive to economic conditions, especially GDP and
interest rates. Affordability of the mortgages and availability of properties in ZWL terms on the property
sales market remain the biggest challenge. The market will thus remain relatively small. Nonetheless, the
residential demand continues to expand as population and urbanisation increases. More activity is being
noted in the high density sector especially for properties located in Harare and surrounding cities (towns)
as demand for low cost housing continues to grow. The significant distribution of mortgages to the low
density sector is mainly attributable to mortgage refinancing activities by entities. Figure 2 below depicts
the distribution of the loans across the three residential sectors in 2018 which is likely to be the same
scenario in the year 2019.
Figure 2: Distribution of mortgages at 31 December 2018
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The sector is still offering huge growth potential which can only be exploited if lending institutions consider
backward integration by offering mortgages on their own housing stock (ready built housing units) and
building finance. In this light there is need for financial institutions to partner with developers for the
development of housing stock and repayment in stock.
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PROPERTY VALUES
Property Valuers over the last quarter have faced a test of strength and skill as valuation uncertainty loomed
in forcing the practitioners to relook at the traditional valuation models. With a market characterised by
low transactions, dwindling rentals and stagnant salaries, property values in the last quarter significantly
adjusted downwards in real terms. The declining rentals have fed into capital values thus noticing a shrink
in overall portfolio values by an average 10% in the first half of the year and 20-30% as the year closed. We
foresee property values going down further if there are no significant structural changes in the economy.
Nonetheless, the current situation proffers opportunities for investors to rethink their portfolios and
consider reconfiguration of existing properties into uses which yield higher returns. These initiatives include
adopting sustainable development methods such as solar power for energy supply for all new housing stock.
RESIDENTIAL SECTOR
Inadequate offsite infrastructure continues to be the major constraint to housing development. Residential
demand remained robust represented by the 1.3 million housing backlog owing to the growing population
and urbanisation. The sector however still suffers from lack of adequate infrastructure and continues
sprouting of illegal settlements. Development continues to skew towards high to medium density
properties and cluster developments. A total of US$268 million was budgeted towards housing
development for the year 2019 whilst ZWL 2.68 billion is to be channelled towards housing in the year
2020. Figure 3 provides a summary of projects which were initiated by the state owned development bankInfrastructure Development Bank of Zimbabwe in 2019.
On the other hand, a decline in both rentals and house prices in real terms was noticed in the quarter under
review owing to the continued deterioration of disposable incomes and rightsizing of rentals and values in
real terms.
Figure 3: IDBZ housing and infrastructure development

Source: IDBZ website
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CONSTRUCTION SECTOR
The construction sector in the fourth quarter of 2019 was largely shaped by the complex exchange rate
system which resulted in price distortions. The rising inflation continues to distort prices for the building
materials in terms of the ZWL$. Notable new developments continue to be for high to medium residential
schemes. Cluster developments continue to dominate the sector with most developers targeting the
affluent medium to low density residential schemes, especially the northern suburbs of the Harare.
Examples of cluster projects in include Homelux, Quinnington Cluster Development with 6 cluster homes
and Havana Villa Clusters sitting on 700square meters with each cluster having a floor space of 220sqm in
Borrowdale.

Despite the current economic challenges which continue to hamper progress, the sector is projected to
have a growth of 0.5% which is conditional to Government meeting the following requirements:


Improving the process of obtaining building permits;



Promoting contract arrangements/regulations that encourage foreign contractors to work with
local partners to promote skills and technology transfer and sharing;



Provision of affordable land;



Mobilisation of affordable lines of credit to the construction industry for re-tooling purposes;
and



Sanitisation of management of state lands by regularizing confusion caused by land barons

COMMERCIAL SECTOR
Office
Office supply continues to outstrip demand in Harare CBD. Take up of office space remained relatively
slow with the excess supply putting downward pressure on prime rents. Occupancy levels remain below
50% whilst rentals in real terms have significantly declined to an average of $3 and $6 per sqm for Harare
CBD offices and office parks respectively (See Table 3). Furthermore, institutions continue to consider
the option of owner occupation evident by the NMB Head Office along Borrowdale Road and Zimnat along
Second Street. Occupancy risk remains one of the biggest threats as poorly located offices will unoccupied
with little possibility of being taken up. Rental yields vary depending on location and property type with
suburban offices recording higher rental yields whilst CBD office continue on a downward trajectory.
Nonetheless, the erratic power outages have resulted in increases in operating costs which are likely to
result in a decline of rentals for suburban offices in the near future. A huge opportunity for unwanted
space in the CBD is to convert them into multi-use retail and market stalls for the small to medium
enterprises.
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Table 3: Property rentals
Type
Office CBD Grade C

Rental/sqm
December 2019 (ZWL)
$30- $50

Rentals/sqm
February 2019 (ZWL)
$12.50

Office CBD Grade B

$50-$70

$12.50-$20

Office CBD Grade A

$80-$100

$20-$25

Office Suburban (Office parks)

$100- $120

$25-$30

Retail
Retail space remains in high demand, both in the CBD and suburban locations. The sector continues to
record strong performances both for occupancy levels and property yields compared to other sectors. The
Eastgate market stalls were officially opened in the last quarter and have recorded strong occupancy levels
whilst ZPI Sawanga Mall in Victoria Falls recorded a 95% occupancy level. Void rates remained generally low
between 5-10% with high rentals averaging between $200 and $350 per square metre although
sustainability of the achieved rents is, however, doubtful in an environment stained by continued weak
consumer spending. In addition, turnover leases continue to perform better than the flat rents due to
increased RTGS transactions. Nevertheless a significant drop in terms of rent per square meter in USD terms
was noticed because of restrictions imposed by SI 142 resulting in rental reviews in ZWL terms lagging
behind. The retail sector is likely to remain resilient, however a downward adjustment of rentals is likely to
be noticed in 2020 if the local currency continues to weaken against the USD. On the other hand, companies
are occupying a smaller overall amount of space but using it more intensely and intelligently, thus giving
indications of the need to densify the amount of space available through portfolio optimization strategies.
INDUSTRIAL SECTOR
Industrial weighted capacity utilisation recorded a growth of 3.1% in 2018 from 45.1% in 2017 to 48.2% due
to SI 64 of 2016 and SI 122 of 2017 and significantly dropped to a projected 34.3% in 2019 (CZI report)
particularly because of unclear policy direction, liquidity challenges and shortage of foreign currency which
continue to weigh down operations. Several manufacturing companies have closed down leading to an
oversupply and underutilisation of industrial space. The sector is characterised by high vacancy rates and
declining rents ranging between $8 and $25. Occupancy rates are likely to deteriorate further if companies
continue to face viability challenges forcing a further reduction of rentals and capital values for industrial
property.
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LOOKING AHEAD
Real Estate Investment Funds
SI 240 of 2019 introduced in the last quarter of 2019 fosters an investment friendly environment. The
statutory instrument incorporates Real estate Investment Funding which is now the future of real estate.
Companies will enjoy the following benefits by taking part in this collective investment vehicle;
a) Provide a low risk property investment model,
b) Diversification through the ability to invest into a pool of properties.
c) Easy entry and exit from the investment – Investors can easily buy and sell shares in a listed REIF
anytime without the costs and delays involved in selling investment properties.
d) REIFs are income producing investments – they are required to distribute the majority of profits
each year, and so generate a regular income stream for investors.
Sustainability reporting
Sustainability remains a huge global issue when it comes to future obsolescence and value for property
investments. SI 134 Part XXI provides mandatory requirements for sustainability reporting where
institutions are required to provide a balanced and objective view of their performance by including both
positive and negative impacts on environment and society, their relation to stakeholders and contribution
to sustainable development.

The Reserve Bank of Zimbabwe and the European Organisation for

Sustainable Development (EOSD) have since signed a Memorandum of Understanding, which provides a
framework for effective cooperation and coordination between the two (2) institutions in the
implementation of the Sustainability Standards and Certification Initiative (SSCI) for financial institutions in
Zimbabwe (September Monetary Policy Statement).
Backward Integration
Zimbabwe’s mortgage sector has significant growth potential however the limiting factor remains
unavailability of housing stock to support effective mortgage lending. Low cost housing was traditionally
taken by municipalities and now lies with government institutions who have not yet fully exhausted the
market.
Disclaimer
This disclaimer informs readers that the views, thoughts, and opinions expressed in this document
belong solely of the author. The information contained in this document is for general information
purposes only. Integrated Properties assumes no responsibility for errors and omissions.

