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BMI View: Fiscal consolidation efforts by the Zambian govemment will help to minimally narrow the budget deficit
for 2016 to 7.1% of GDP. The govemment has also revised the mining tex regime to better accommodate falling
‘copper prices, although another revision leading to inconsistent policies wil weigh on investor sentiment.

Zambia's economy will continue to struggle through 2016 due to subdued copper prices and lower demand for the
metal from China. The goverment has agreed to cut back on spending in order to improve investor confidence as
well as the fiscal deficit. However, there are still some concerns regarding President Edgar Lungu's commitment
to prudent fiscal policy. For instance, the goverment tumed down a proposed USD1bn loan from the IMF that
would have solidified the goverment's commitment to carrying out austerity measures, unlike a loan from China,
for example. The fund had suggested that the goverment should scrap fuel subsidies and rein in spending on
road and infrastructure projects. While the finance minister was open to this, Lungu did not agree due to poltical
reasons ahead of elections scheduled for August 2016.

Fiscal Consolidation Efforts In Place

‘Gradual Recovery Expected

Zambia - Budget Balance & Government Expenditure.
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