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| . Executive Sunmmary

1. This Country Commercial Quide (CCG presents a conprehensive

| ook at Mal awi 's commerci al environnent, using economc, political
and nmarket analysis. The CCG s were established by recommendati on
of the Trade Pronotion Coordinating Commttee (TPCC), a multi-
agency task force, to consolidate various reporting docunents
prepared for the U S. business community. Country Comrercia

Qui des are prepared annually at U S. Enbassies through the conbi ned
efforts of several U S. Governnent agencies.

2. Ceographically small (48,000 square mles) and | andl ocked in
central Africa, Malawi is one of the poorest nations on earth.

Wth 9.8 mllion inhabitants and a popul ation growmh rate esti nated
at approximately 2% Malaw is one of the nost densely popul ated
countries on the African continent. Annual per capita GP is about
USD 200.

3. Agriculture fornms the mainstay of Malaw's econony, accounting
for nearly half of its GNP. Tobacco, tea, and sugar together
generate over 80% of export earnings, with tobacco providing the
lion's share (over 60% . The agricultural sector enploys nearly
hal f of those in formal enploynent, and directly or indirectly
supports an estinmated 85% of the population. Ml aw has a narrow
econom c base with little industry and m ning, and no known
econom cal ly vi abl e deposits of genstones, precious netals, or oil.
H gh transport costs, which conprise over 30%of its total inport
bill, are a serious inpedinent to economc devel opnent and trade.

4. Malaw has a relatively free investnent environnment. However,
poor infrastructure (roads, telecomunications, electricity, and
wat er) and bureaucratic hurdles deter investors. A high degree of
Gover nnent owner shi p/control al so di scourages private investnent.
The Governnent, however, continues to nove forward with its nmulti-
sectoral privatization program Recent Governnent initiatives
targeting i nprovenents in the road infrastructure, together with

i ntroduction of private sector participation in the railroad and

t el ecommuni cati on sectors, have begun to render Ml awi's investnent
climate nore attractive. |In Novenber 1998 the Mal awi Gover nnent

i ssued a revised "Policy Statenent And New Qui delines For The

| ssuance And Renewal O [Expatriate] Enploynent Permts" (one
docunent) that underscored its desire to nake such permts readily
avail able to expatriates. The 1998 Cui del i nes nandat ed t hat
processing tinmes for tenporary enploynent permt (TEP) applications
shal |l not exceed 40 working days. Malawi has a fairly independent,



al beit overburdened, judiciary which derives its procedures from
Engl i sh Common Law.

5. South Africais Malawi's primary supplier of inported goods.

Thi s | ongstandi ng commerci al relationship, conparatively higher
product and transport costs, and a | ack of historical business ties
between the United States and Mal aw di sadvantage U. S. suppliers.

There are a handful of U S. conpani es doi ng business in Ml aw ,

i ncluding the three principal processors and exporters of tobacco.
U S. products in significant demand include conputers, used

cl ot hing, tel econmunications equi pnent, and used vehicl es.

6. Milaw is an active nenber of The Southern African Devel opnent
Community (SADC) and the Common Market for Eastern and Sout hern
Africa (COVESA). It belongs to the International Center for the
Settlenment of Investnent D sputes (ICSID). Ml aw has had an OPIC
i nvest nent guarant ee agreenent since 1967. In April 1999 the U S
Export -1 nport Bank (Ex-Im Bank) announced its decision to nake

avai |l abl e short-term export-finance insurance to Mal awi under a new
Africa Pilot Program Ml aw renains off-cover for nost other Ex-

I m Bank Prograns.

7. Country Commercial Quides are available for U S exporters from
the National Trade Data Bank's CD-ROMor via the Internet. Please
contact stat-usa at 1-800-stat-usa for nore information. Country
Conmmrer ci al Qui des can be accessed via the Wrld Wde Wb at
http://ww. stat-usa.gov; http://ww.state.gov/; and

http://ww. mac. doc. gov. They can al so be ordered in hard copy or
on diskette fromthe National Technical Information Service (NTIS)
at 1-800-553-NTIS. U S., exporters seeking general export

i nformati on/ assi stance and country-specific commercial information
shoul d contact The U S. Departnent O Commerce, Trade |nformation
Center by phone at 1-800-USA-trade (1-800-872-8723) or by fax at
(202) 482 4473.

1. Economc Trends and CQutl ook

Maj or Trends, Qutlook and Principal Gowh Sectors

8. Real gross donestic product (GDP) grew by 3.3%in 1998,
conpared to the 5.0%growth in 1997. While agriculture grew by
3.7% (driven primarily by growth in small-scale farm output), the
manufacturing sector actually registered negative growth, as did
the transport and financial/professional services sectors.
Malawi's distribution sector grew by 5.2%. Growth in the utility
sector registered 6.1%. Growth in large-scale agriculture declined
by 11.9%, while small-scale agriculture grew by 8.9%. Exports
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(f.o.b.) grew by 67.6% over 1997, and imports (c.i.f.) increased by
55.3%, limited by the August 1998 Kwacha devaluation. The GOM has
set a real GDP growth target of 5.5% for 1999. It anticipates that
the agricultural production will increase by 7.6%, with production
of maize (Malawi's staple crop) increasing by 38.4%.

9. Average annual and year-on-year inflation rose from9.1% and
15.2%in 1997 to 29. 7% and 53.0%in 1998. Interests rates al so
rose, with the D scount Rate clinbing from23%in 1997 to an
average of 36.2%in 1998. As of July 1999, the discount rate stood
at 47% Commercial bank | ending rates averaged 49%

The Governnent has set a 21%year-on-year inflation target for
Decenber 1999. The average-annual inflation target for 1999 is
43%

Covernnent Role in the Econony

10. The Governnent exercises a facilitative rather than a

regul atory role in economc activities. The CGovernnent continues
to nove forward with its multi-sectoral privatization program By
March 1999, privatized assets anmounted to over MK 840 mllion
(approx. USD 19 mllion). In July 1999 Add Mutual PLC insurance
conpany becane the seventh and | argest nenber of the Mal awi Stock
Exchange (MSE). Recent CGovernnent initiatives targeting

i nprovenents in the road infrastructure, together with introduction
of private sector participation in the tel ecomunication sector,
have begun to render Malawi's investnent clinmate nore attractive.
The fiscal deficit for the financial year 1998/99 anounted to 8. 1%
of GDP excluding grants and 1.6% of GDP including grants. Budget
estimates place the FY99/2000 fiscal deficit at 11.6% of GDP
excluding grants and 2.2% of GDP including grants. Educati on,
Health, and Agriculture are the three largest itens in the GOMFY
99/ 2000 Recurrent Account Budget.

Bal ance of Paynents Situation

11. The bal ance of nerchandise trade (on a f.o.b. basis) showed a
surplus of MK 2.7 billion (approx. USD 87 mllion) in 1998, up from
a surplus of MK 1.58 billion (approx. USD 95.5 mllion) in 1997
(see exchange rate differential in Appendix B). The total value of
exports (f.o.b.) increased to MK 14.80 billion (approx. USD 476.3
mllion) in 1998 fromM 8.8 billion (approx. USD 531.4 mllion) in
1997. The total value of inports (c.i.f.) rose from M 12,847.7
mllion (approx. USD 776 mllion) in 1997 to MK 20081.11 mllion
(approx. USD 646 mllion) in 1998. The CQurrent Account deficit
worsened to MK 8.51 billion (approx. USD 273.9 mllion) in 1998
fromM 5.43 billion (approx. USD 174.8 mllion) in 1997. The
Current Account bal ance/ GDP ratio worsened from 13.1%in 1997 to
16. 1% in 1998. The overall bal ance of paynents surplus (after debt



relief) worsened fromM 168.1 mllion (approx. USD 10.2 mllion)
in 1997 to a deficit of MK 5.8 billion (approx. USD 187.9 mllion)
in 1998. In 1999, total exports (f.o.b.) and inports (c.i.f.) are
expected to be MK 20.3 billion (approx. USD 472 mllion) and MK
26.2 billion (approx. USD 609 mllion) respectively.

Infrastructure Situation

12. Malawi's infrastructure has significantly deteriorated in
recent years. As part of its economc structural reformefforts,
the Mal aw Governnent has agreed to the introduction of private
sector participation in state-owned electricity, water, and

t el ecommuni cati ons conpani es. The country's second GSM cel | ul ar

t el ephone network began service in the city of Blantyre in July.

Mal awi has one Internet gateway provider and several e-mail service
suppliers, but charges are prohibitive. 1In Septenber 1998 United
States Agency for International Devel opnent (USAID) Mal awi and the
GoM si gned a nenorandum of understanding (MJUJ) on inpl enentation of

the Leland Initiative -- a U S. Governnent project extending | ow
cost, full Internet connectivity to several African countries.
This nove will effectively break up the heretofore de facto
nmonopoly on Internet provider services held by Malawinet Inc. In

signing the MU, the GOM agreed to allow public and private
entities equal access to the U S. -provided Internet gateway node.
The GoM al so agreed to i nplenent cost-based billing, a nove that
shoul d reduce consuner rates by one-half to one-third. |n Decenber
1998 the Mal awi Post and Tel ecommuni cati ons Corporation (MPTC)
agreed to a proposed plan of action for Leland inplenentation. The
initiative can becone operational after the Mal aw Gover nnent
effects the requisite regulatory and tariff-rate reforns.

13. As of July 1999, the Mal awi Governnent has done little to
address the Y2K problem Ml aw's banking sector is Y2K conpli ant;
the tel ecormuni cations and electricity sectors are not. Malaw's FY
1999/ 2000 budget reportedly contains no/no line itemfor Y2K
contingencies. President Miluzi has designated the Reserve Bank of
Mal awi (RBM) as the GoM | ead agency for Y2K i ssues. RBM governor
Mat t hews Chi kaonda hol ds overall responsibility for Malawi's
National Y2K Task Force. M. P. Mtochi, RBM CGeneral Manager for
Qperations, holds the title of National Y2K Coordi nator, and as
such bears responsibility for the day-to-day nanagenent of Ml awi 's
Y2K effort.

14. U S. CGtizens contenplating traveling or residing in Malaw in
late 1999 or early 2000 should be aware of potential difficulties.
Interruptions in services including tel ecommunications,
electricity, air transportation, water, health care, and rel ated or
dependent infrastructure may occur. The Departnent of State



encourages U.S. citizens to nonitor the State Departnent Internet
honme page at http://travel.state.gov for updates on Y2K issues.

15. Malaw 's | andl ocked position results in transport costs that
account for over 30%of the country's total inport bill -- a
serious inpedinent to trade. The rail links to the Mbzanbi can port
of Nacal a and a road through Mbzanbi que to the Zi nbabwean capit al
Harare provide the cheapest and fastest routes to the outside
world. Mbst transporters prefer the land route to the South
African port of Durban, as they find it nore reliable. However,

pl anned privatization of the nanagenent of the Nacala railway |ine
-- invol ving concessi on agreenents by the Governnents of Myzanbi que
and Malaw -- will likely provide seanless rail service between

Mal awi and the Nacal a port, thus inproving transport facilities and
drawing traffic anay fromthe land route to Durban. British
Airways offers a weekly flight between London and Lilongwe. There
are limted nunbers of daily international flights fromLil ongwe
and Blantyre's International Airports to other countries in the
region, notably Nairobi, Harare, Johannesburg, Dar es Sal aam and
Lusaka.

I11. Political Environnment

Brief Synopsis of Political System

16. On June 15, 1999, Malawi held its second denocratic
presidential and parlianmentary el ections since |ndependence in
1964. (the first were in May 1994.) President Bakili Ml uzi was
re-elected to serve a second five-year termas President, defeating
Grnanda Chi kuanba, the joint presidential candidate of Malaw's two
| eadi ng opposition parties, the Malaw Congress Party (MCP) and the
Al'liance for Denocracy (AFORD). The UDF won 93 seats in the
Nati onal Assenbly, while AFORD won 29 and MCP won 66. | ndependent
candi dates won four seats. |In all, the National Assenbly has 193
seats, of which three were unoccupi ed as of August 1999. Wnen
hol d sixteen seats. The political system conbines aspects of both
parlianentary and presidential governnent franeworks. There is no
clear-cut ideological difference anong the three political parties.
Parlianmentary politics have been volatile over the past five years
-- political parties changing alliances, nenbers of parlianment
(MP's) elected on party lines declaring thensel ves i ndependent, and
ongoi ng debate over the limts of executive versus |egislative
aut hority.

17. Malaw's Constitution guarantees freedom of speech, religion,
and assenbly. Ml aw has a tripartite systemof governnent wth
Executive, Legislative, and Judicial branches. The President is
the Head of State and of Governnent. The O fice of the President



and Cabinet (OPC) is the working office of the Executive. Ml aw
has a fairly i ndependent but overburdened judiciary, which derives
its procedures fromEnglish Coormon Law. Al though not part of the
formal judicial system traditional authorities often nediate in
di sputes/legal matters at the village level. There exist unproven
all egations of political bias in sone cases.

Maj or Political |ssues Affecting Business dimte

18. Despite privatization and infrastructure inprovenent
initiatives, there is a grow ng concern anong the public that the
Governnent |acks the political will to seriously inprove the

busi ness climate and crack down on corruption. Wiile there are
free and lively print nmedia, the Governnent still exercises control
of the two radio stations (the country's only nationw de stations)
of the Mal awi Broadcasting Corporation. MC does not air sone news
itens - especially those about |abor or opposition party positions.
Two private radio stations, Capital Radio FM 102.5 and FM 101

br oadcast news whi ch includes a broader spectrum of opi nion.
However, these stations reach only limted areas, primarily in

Mal awi ' s Southern Region. Malawi's first and only tel evision
station, "TV Malaw " began operations in March 1999.

International television networks are accessi bl e through pay
tel evi sion broadcasts via rooftop antennas and through private
satellite dish receivers.

Nature of Political Relationship with the United States

19. Malawi has sound di plomatic, commercial, and social ties with
the United States. The U S. Mssion enjoys access to and congeni a
relations with the Governnent of Malawi, as well as with opposition
parties, business and commercial organizations, and representatives
of other sectors of Malaw society. About two dozen U. S

busi nesses have | ocal subsidiaries or agency relationships. Peace
Corps volunteers and Anerican mssionaries are | ocated throughout
the country. 1In recent years, the United States has been the third
| eadi ng bil ateral donor to Mal aw .

IV. Marketing U S Products and Services

Distribution and Sal es Channel s

20. Product distribution in Malawi can be probl ematic since sone
rural areas are difficult to reach and becone inaccessible during
the rai ny season (roughly Novenber to April). 1In addition, there
is negligible purchasing power outside cities. Sone |ocal
conpani es have a network of rural distributors, but many firns opt
to reach rural markets through whol esal e arrangenents with | ocal
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entr epr eneurs.

Use of Agents and Distributors

21. Subsidiary or affiliate conpanies of U S. organizations
operate in several areas including agro-industry and tobacco,
conmput ers/ of fi ce equi pnent, and petrol eum products. Fi ndi ng
partners or agents and distributors for U S products should not be
difficult.

Franchi si ng
22. There are no restrictions on franchising in Ml aw
D rect Marketing

23. The Mal awi business community is aware of a limted range of
U S. products. A U S conpany may nmarket directly through an
established inporter, by wnning a tender, or by opening an office
in Malaw . Since nost products inported into Mal aw cone from
nearby South Africa, conpetitive pricing and reliability of supply
are essential to enter and stay in the nmarket.

Joi nt Ventures/Licensing

24. The Governnent of Malawi allows joint ventures under the
Partnership Act. The anount and formof capital invested in a
joint venture are not regulated. Joint ventures, however, nust be
| icensed by the Registrar CGeneral in the Mnistry of Justice.

Steps to Establishing an Ofice

25. The Governnent of Malaw is officially supportive of foreign
busi nesses interested in establishing agency, franchise, joint
venture, or licensing relationships. The Ml awi | nvestnent
Pronoti on Agency (M PA) publishes "A Roadmap for |Investors" which
may be obtai ned upon request. Qher Mal awi organi zations useful in
establishing coomercial links with Malawi are: the Mal awi Chanber
of Commerce and I ndustry, the Mal awi Devel opnent Corporation (MDQ),
and the Mal awi Export Pronotion Council (MEPC). (Addresses are
provided in Appendi x E).

Sel li ng Factors/ Techni ques

26. Mst manufacturers distribute their products through
whol esal ers or agents.

27. The U. S. Enbassy in Lilongwe has a resident
Econom c/ Commercial Oficer and a | ocal Econom c/ Commer ci al / Labor
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Specialist. The United States Information Service, also in
Li | ongwe, houses a small conmmercial library.

Adverti sing/ Trade Pronotion

28. Ml awi has one television station which is governnent-funded.
The elite own satellite dishes and vi deocassette recorders.

Product advertisenent can be done through the print nedia and radio
broadcasting. The newspapers wth the largest circulation are The
Nation and The Daily Tines. The Malawi Broadcasting Corporation
(MBC) reaches significantly nore Mal awi ans than any other radio
station or any of the print nedia.

Product Pricing

29. Prices for nost goods are generally nmarket-determ ned.
Petrol eum and sugar are still subject to sone degree of price
controls. The nmaize price floats within a Governnent-set price
band. State-provided utilities and services (tel ephones, water,
electricity, etc.) are also subject to varying degrees of
governnment price admnistration. International phone calls are
very expensive.

Sal es Servi ce/ Cust oner Support
30. A nunber of conpani es and agents offer these services.
Selling to the Governnment

31. The Governnent of Malaw issues periodic tender notices for
supplies and services in local and international publications 15 to
90 days before the bids are due. Detailed bid docunents are
normal |y obtained froma specific Government mnistry, departnent
or agency for a non-refundable fee. Conpleted bids acconpani ed by
a specified deposit are usually submtted to The Secretary, Ml aw
Governnent Central Tender Board (M3CTB), Kirkcal dy House,

Li vi ngst one Avenue, P.O Box 51300, Linbe, Blantyre, Malawi. Bids
are often opened in the presence of bidders or their
representatives. The Enbassy sends Trade Qpportunity (TOP)
telegrans with information on nmajor public bids to the National
Trade Data Bank (NDTB - see paragraph 31) at the U S. Departnent of
Commerce i n Washi ngton, DC

Protecting your Product fromIPR Infringenent
32. See paragraph 57.

Need for a Local Attorney
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33. Alocal attorney is required only when preparing "Articles of
Associ ation" before registering a conpany.

Checki ng Bona Fi des

34. Firnms that specialize in verifying the authenticity,
diligence, and bona fides of banks, agents, and custoners do not
exist in Malawi. It is not difficult, however, to obtain

i nformati on on business entities.

V. Leadi ng Sectors for U S. Exports and | nvest nent

BEST PROSPECTS FOR NON- AGRI CULTURAL GOODS AND SERVI CES
Used d ot hi ng

35. The Governnent of Malaw |egalized the inportation of used
clothing in 1994. G ven nost people's |imted purchasi ng power,
used clothing is in great demand.

Used Equi pnent/ Vehi cl es

36. Used equi pnent and vehicles -- particularly trucks -- are in
denmand.

Comput ers and Conputer Peripheral s

37. U S. products dom nate about half of the growi ng Mal awi narket
for conputers and conputer peripherals.

Aid Projects

38. Donor support for Malaw has created opportunities for U S
busi nesses to supply naterials, equipnent, and expertise for donor-
financed projects in various areas, especially the Governnent's
priority sectors outlined in paragraph 40. The U S. Agency for

I nternational Devel opnent (USAID), the Wirld Bank, and the African
Devel opnent Bank/ Fund are the maj or donors for projects for which
US firns are eligible. (Paragraph 31 contains procedures for
public tenders.)

Tel ecomruni cati ons

39. The Governnent of Malawi is upgrading its tel ecommunications
systens. Sone U. S. firnms have already entered this sector, but
opportunities for other firns still exist. Milaw's second GSM
cellular tel ephone network -- "Celtel Malawi " operated by Mbi
Systens International (MSlI) of Britain -- began operations in
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Blantyre in July. MSI plans to expand service to Lilongwe, Muzu,
Zonba, Salima, and parts of the southern | akeshore |ater in 1999.
Mal awi ' s 1998 Tel ecommuni cations Bill ordered the division of the
Mal awi Post and Tel ecommuni cati ons Corporation (MPTC) into a
private tel econmuni cati ons conpany and a st at e-owned post al

service. It further called for the creation of an independent body
to regul ate postal and tel ecomuni cations (including radio,
tel evision, tel ephone, and Internet) services. |In May 1999

Presi dent Mil uzi appointed the first nine-nmenber board of the new
regul atory body, known as the Mal aw Conmmuni cati ons Regul atory
Authority (MACRA). Malawi has not yet identified a strategic
partner for the future Mal awi Tel ecommuni cati ons Conpany, as is
called for in the 1998 Tel ecomuni cations Bill.

Best Prospects for Agricultural Products

40. Agriculture is the sector in which Mal awi conpetes nost
successfully in international markets. Tobacco, tea, sugar and
coffee are Malaw's nost inportant cash crops. Gven the uncertain
| ong-term outl ook for tobacco sales, Malawi needs alternative
export crops. U S goods or technical know how that could adapt in
a cost-effective manner to Malawi agricultural conditions and boost
the quality, quantity, or diversity of crops mght find a
profitabl e market.

VI. Trade Regul ati ons and St andards

Trade Barriers

41. The CGovernnent of Malawi is working to reduce and/or elimnate
various tariff and non-tariff barriers. Malaw operates a |iberal

i mport and export-licensing systemwth restrictions |argely based
on health, safety and national security reasons. Al Current
Account transactions are fully liberalized. Since Septenber 1998,
Mal awi has nai nt ai ned a managed-fl oat/free-access system of foreign
exchange.

Trade Licenses

42. Trade licensing covers thirteen inport and four export
commodities. Inport licenses are required for mlitary, naval, air
force or police uniforns; radioactive substances; mst nests for
wild birds; wild animals, trophies and products of such ani nals;
live fish; conpound products for use as aninmal feed (with
exceptions); live poultry and eggs; neat (wth exenptions);
dieldrin; aldrin; and salt. Coods in transit, used personal and
househol d effects, tenporary inports by bona fide tourists, goods

| ess than MK 2,000 in val ue, sanple products, and adverti sing
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materials are exenpted frominport |icensing.

43. Export licenses are required for inplenments of war other than
arnms and ammuni tion; petrol eum products; wild animals, trophies and

products of such aninals; maize and nai ze-based cereal. The
Mnistry of Comerce and Industry issues inport and export
licenses. It frequently reviews the |ists of goods subject to

licensing. Licenses are valid for six nonths, but nmay be extended.
Trade Taxes

44. The CGovernnent's policy to shift taxes frominternational to
domestic sources is gradually reducing donestic protection through
tariffs. Inport duties vary according to product and country of
origin. As a nenber of the Southern African Devel opnment Community
(SADC) and the Common Market for Eastern and Sout hern Africa
(COVESA), Mal awi grants reciprocal preferences to nenber states of
t hese organi zations. Malawi has bilateral trade agreenents with
South Africa and Zi nbabwe, both of which allow duty-free entrance
of Malawi products. |In 1998, the Governnent elim nated export

t axes on tobacco, sugar, tea and coffee. Milaw's 15%and 10%
duties on industrial machi nes, designated raw materials, and

i nternmedi ate goods were reduced to 10% and 5% respectively. In July
1999 it reduced the maxi muminport tariff rate from30%to 25% and
elimnated custons duty on aviation fuel. It further reduced tariff
rates from10%to 5% and 5% to zero% on sone internedi ate goods and
raw nmateri al s.

Custons Val uati on

45. The CGovernnent has a contract with Societe Ceneral e de
Surveillance S.A (SGS) to carry out, in the country of supply,
pre-shi pnent inspection (PSI) of the quality, quantity,
classification, value and rel ated services of all inported goods,
except :

--- (Goods wth an f.o.b. value not exceeding USD 2,000. Partia
shi pnments below this value limt are subject to inspection if
the total value of the goods under the contract covering such
shi pnments exceeds USD 2, 000.

--- (Goods involving no paynent for their inport into Ml aw

--- Governnent inports of goods intended for mlitary or
param litary use.

--- Live aninmals; fresh, chilled or frozen fish and neat; fruits,
veget abl es, eggs; scrap netals; newspapers and peri odical s;
goods granted rem ssion of duty; precious and sem - preci ous
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stones; precious netals; antiques; postal parcel shipnents;
commer ci al sanpl es; goods destined for Export Processing Zones
(EPZ' s) and bonded factories; and petrol eum products.

46. The contract, in effect since June 1996, has a WO PS|
agreenent appended to it. It has clear guidelines, procedures and
standards with which inporters, suppliers and SGS nust conply in
order to speed up the inspection process. Pre-shipnent inspection
wWill result in either a dean Report of Findings (CRF) or a

Di screpancy Report (DR). A CRF is required for inporters in Ml aw
to clear goods through custons and for exporters to coll ect
paynent .

| nport/ Export Docunentation

47. According to custons regul ations, the follow ng docunents
can be denmanded by custons officials:

--- Transport by Road Vehicle: A conplete |ist of the goods
carried; copies of all waybills; and copies of consignnent
not es.

--- Transport by Aircraft: Mnifests of the cargo signed by an
aut hori zed person at the point of departure; |lists of the
passengers and crew, lists of any goods on board which are
acconpanyi ng passengers (i.e. baggage); the clearance, if any,
fromthe |ast foreign port; and the aircraft's journey |og

book.

--- Transport by Train: Copies of invoices, waybills, delivery and
advi ce notes, and other docunents for goods which will be
entered at that port; lists of all goods carried on the train

ot her than the cargo.

--- A "COean Report of Findings" fromthe SGS affiliate in the
exporting country.

Tenporary Entry

48. Under Malawi |aw, the Controller of Custons and Excise is
authorized to allow the tenporary inportation of goods. The
Controller may inpose conditions on tenporary inportation -- such
as mandatory re-export -- and may allow entry "for such period as
he thinks fit" and "for such purposes as he nmay approve." Tenporary
entry is customarily authorized when goods are in transit to other
countries, or when goods are acconpanying tourists.

St andar ds
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49. The Mal awi Bureau of Standards (MBS), a nenber of the
International Bureau of Standards, pronotes conformty with
internationally accepted standards. MBS prescribes and enforces
product standardi zation in Malawi. Al products nmanufactured
locally for export must obtain an MBS certification before export.
Hotel and catering services are al so subject to MBS revi ews.

Free Trade Zones/ War ehouse

50. Legislation for the establishnent of export processing zones
(EPZ' s) cane into force in Decenber 1995. Al conpani es engaged
exclusively in manufacture for export may apply for EPZ status. As
of April 1999 Mal awi had approved twenty firnms for EPZ status, of
whi ch twel ve were operational. A Manufacturing Under Bond (MJB)
schene offers slightly less-attractive incentives to conpani es that
export sone, but not all, of their manufactures. (See para's 57 to
59.)

Menbership in Free Trade Arrangenents

51. Malaw is a nenber of the Wrld Trade Organi zation (WO and
the two regional blocs: the Southern African Devel opnent Conmunity
(SADC) and the Common Market of East and Sout hern Africa (COVESA).
Under the COVESA Treaty, all goods may be traded anong nenber
states under preferential treatnment as long as they satisfy the
requisite rules of origin. SADC has yet to obtain the endorsenent
of the requisite two-thirds of its nenber countries for
ratification of a Trade Protocol to establish a free trade area by
the year 2004. Despite Malawi's nenbership in these organi zati ons,
interregional trade has not been a strong conponent of Malaw's
exports.

52. Custons Contact |Infornation

-- Controller of Custons

-- Departnent of Custons and Excise
-- Private Bag 20, Blantyre

-- Tel: (265) 782-533

-- Fax: (265) 784-921

VIl. Investnent dimte

Openness to Foreign | nvest nent

53. The Governnent encourages both donestic and forei gn i nvest nent
in nost sectors of the econony, wthout restrictions on ownership,
size of investnent, source of funds, and destination of fina
product. Currently, there are no explicit |aws/rules on



17
acqui sitions, nergers and takeovers. Such laws may be introduced
in the future as Malaw's privatization process deepens. nce
introduced, the rules are likely to apply to both donestic and
foreign investors.

54. There is no screening of foreign investnment in Ml aw .

Because industrial licensing in Malawi applies to both donestic and
foreign investnment, and is only restricted to a short list of
products, it does not inpede investnent, limt conpetition, protect

donmestic interests, or discrimnate against foreign investors at
any stage of investnent. Restrictions are based on environnental,
heal th, and national security concerns. Affected itens are
firearnms; ammunition and chem cal and bi ol ogi cal weapons;
expl osi ves; and nmanufacturing invol ving hazardous waste
treatnent/di sposal or radioactive material. Al regulations
affecting trade (foreign exchange, taxes, etc.) apply equally to
bot h donestic and foreign investors. The Covernnent has at tines
denonstrated bias against Malawi 's ethnic | ndian and Paki st ani
busi ness communi ti es.

55. Al investors, irrespective of ethnic group or source of
capital (foreign or local) nmay participate in the privatization
program However, nationals are offered preferential treatnent,
i ncl udi ng di scounted share prices and subsidized credit. These
concessions carry a precondition that the shares or assets be
retained for at |east two years.

Right to Private Oaershi p and Establ i shnent

56. The Governnent encourages both donestic and foreign investors
to establish and own business enterprises in nost sectors of the

econony. Al investors have the right to establish, acquire, and
di spose of interests in business enterprises. GCenerally, public

enterprises conpete equally with private entities with respect to
access to markets, credit and ot her business operations. However,
t he state-owned Agricultural Devel opnent and Marketing Corporation
(ADVARC) obtains credits directly fromthe Reserve Bank of Ml aw .

Protection of Property Rights

57. Both foreign and donestic investors have access to Malaw 's

| egal system which functions fairly well, albeit slowy, and is
non-di scrimnatory. It governs the acquisition, disposition,
recording and protection of all property rights (land, buildings,
etc.) as well as intellectual property rights (copyrights, patents
and trademarks, etc.). The Governnent has signed and adheres to
bilateral and nultilateral investnent guarantee treaties and key
agreenents on intellectual property rights. Mlaw is a nenber of
t he Convention establishing the Miultilateral |nvestnent Cuarantee
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Agency, the Wirld Intellectual Property Organization (WPO, the
Berne Convention, and the Universal Copyright Convention. The
Copyright Society of Malaw (COSOVA), established in 1992,
adm ni sters the Copyright Act, which protects copyright and
"nei ghboring" rights in Malawi. The Registrar General admnisters
the Patent and Trademarks Act which protects industria
intellectual property rights in Malawi. A public registry of
patents and patent licenses is kept. Patents nust be registered
t hrough an agent. Tradenmarks are registered publicly follow ng

advertisenent and a period of no objection. The i nadequat e
capacity of Malawi's Mnistry of Commerce and I ndustry to track WO
devel opnents will likely delay full inplenentation of the WIO TRI PS
Agr eenent .

Per f or mance Requi renents/Incentives

58. In general, there are no performance requirenents for
establ i shing, naintaining or expanding an investnment. No
requirenments are placed on ownership, source of financing, or
geogr aphi cal |ocation. However, while both |local and foreign
investors are eligible for export processing zone (EPZ) status, it
is limted to conpani es produci ng exclusively for export.

59. Ml awi offers the follow ng incentives, which apply equally to
donestic and foreign investors:

- a corporate tax rate of 38%
- the follow ng tax all owances:
- 40% f or new bui |l di ngs and nachi nery;
- up to 20% for used buil dings and nachi nery; and
- 100% deduction for manufacturing conpany
operating expenses in the first two years;
- no inport duty on heavy goods vehicles with capacity of
ten tons or nore;
- no w t hhol di ng tax on divi dends;
- no inport duty on raw materials for manufacturing
industry (n.b. this policy is being inplenented at the
di scretion of the Custons and Exci se Departnent. Several
manuf acturers have recently conplained that they are
denied this incentive.);
- tax holidays or reduced corporate tax for new
i nvestnments; and
- a maximuminport tariff rate of 25%

60. Ml aw offers the follow ng special incentives for exporters:
- for exporters in EPZ s:

- no corporate tax, value added tax, or
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wi t hhol di ng tax on di vi dends;
- no inport duty on capital equipnent and raw
materi al s; and
- no exci se taxes on |l ocal purchases of raw
mat eri al s and packagi ng.

- for industries manufacturing in bond:

- an all owance of 12% of export revenues for
products other than tobacco, tea, sugar and
cof f ee;

- transport all owance of 25%of all internationa
transport costs;

- no inport duties on capital equipnent;

- no inport duties or surtaxes on raw materi al s;
and

- no excise tax on |l ocal purchases of raw
mat eri al s and packagi ng materi al .

61. Foreign investors are generally treated on a national

treatnent basis. U S and other foreign firns are able to
participate in Governnent/donor-financed and/ or subsi di zed research
and devel opnent prograns. The following information is required to
regi ster and incorporate an investnent/conpany: nanme of conpany,

aut hori zed share capital, registered office, |ocation of books of
accounts, address of the conpany secretary, and nanmes of directors
and sharehol ders.

62. Visas do not inhibit foreign investors, but enploynent
permts can. Expatriate enployees (of both donmestic and foreign
busi nesses) who reside and work in Malawi mnust obtain Tenporary
Enpl oynent Permts (TEP' s). TEP' s had becone a najor inpedinent to
foreign investors in the recent past.

63. The Governnent issued a revised "policy statenent and new

gui delines for the issuance and renewal of enploynent permts" (one
docunent) in Novenber 1998. The new gui delines state that

i nvestors may enpl oy expatriate personnel in areas where there is a
shortage of "suitable and qualified" Mal aw ans. They underscored
the Governnment's desire to make TEP's readily available to
expatriates, and mandated that processing tinmes for TEP
appl i cations shall not exceed 40 working days. The 1998 policy
provides for two types of TEP' s: those for "key posts" (defined as
positions of "strategic inportance"” in business operations) which
are granted for the |ife-span of the organization; and those for
"time posts" (defined as positions with contracts of three-year
durations or less) which are granted for three-year periods and are
renewabl e once. The U S. Enbassy has heard few conpl aints since

t he i ssuance of the revised policy statenent.
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64. The Mal awi Governnent issues Busi ness Residence Permts

(BRP's) to foreign nationals who own/ operate businesses in Ml aw .
BRP's are issued for five-year periods and are renewabl e.

Per manent Residence Permts (PRP's) are issued to foreign spouses

who reside permanently in Malawi, and to owners/operators of

busi nesses who reside in Malawi for periods in excess of ten years.
PRP hol ders cannot work as enpl oyees. Milaw's immagration | aws

governing BRP's and PRP's are currently under revision.

Transparency of the Regul atory System

65. Ml awi 's industrial and trade reform program-- including
rationalization of the tax system |iberalization of the foreign
exchange reginme, and elimnation of trade and industrial |icenses
on several itens and busi nesses -- has generated guidelines

i ntended to increase Covernnent use of transparent policies, to
foster conpetition, and to establish clear rules. However,
procedural delays, red tape, and corruption continue to inpede the
busi ness and i nvestnent approval process. These include

deci si onmaki ng which is often neither transparent nor based purely
on nerit, and required | and access approvals. MNarket prices for
goods are generally not controlled, with the notable exceptions of
sugar, petroleum products, and state-provided utilities. The
Governnment has drafted legislation to allow private sector
participation in state-owned utility conpanies, which supply
electricity, water and tel ecommuni cati ons.

Corruption

66. There are allegations of corruption, particularly in the areas
of custons and excise tax and governnent procurenment. The Corrupt
Practices Act provides the |egal framework for conbating corruption
in Malaw . However, use of the Act has so far been insignificant.

67. The Anti-Corruption Bureau (ACB) is constitutionally nmandated
to investigate and prosecute corruption in Ml aw . Qpened in 1997
and fully staffed in 1998, the ACB has thus far brought forward one
hi gh-1evel case (filed in January 1999 and pending in court)
involving a former Mnister of Wirks. The ACB has conpleted a
nunber of smaller investigations.

68. Mal awi subscribes to, yet is not a signatory of, the CECD
Convention on Conbating Bribery. Ml aw 's Penal Code prohibits
bribery. According to Section 90, giving or receiving a bribe --
whether to or froma Malawi an or foreign official -- is acrinme. A
bribe to a foreign official cannot be deducted fromtaxes.

Labor
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69. Prelimnary results of Malawi 's 1998 Census indicate that
approxi mately half of the population is aged 18 or ol der.

Unskilled labor with | ow productivity is plentiful. Skilled |abor
is scarce. CQCccupational categories with skill shortages include
accountants and rel ated personnel ; econom sts; engineers; prinmary
and secondary school teachers; |awers; and nedical and health
personnel. The University of Malaw Provi des Bachel ors and Masters
Degrees in Econom cs, Engineering, Medicine, Education, Agriculture
and Adm nistration. The Malaw College of Accountancy teaches
Accounting. Chancellor College (part of the University of Ml aw )
operates the country’s Law School .

70. During the past five years it has becone increasingly apparent
that Malawi's H V/ AIDS epidem c threatens to underm ne positive
devel opnents in Malawi. Many enpl oyers conplain of increasing

busi ness costs -- for funerals, sick |eave, and training --
associated with the HV/ Al DS epi demc, which affects an estinated
15% of the adult population. Ml aw's National A DS Secretariat
estimates that alnost one mllion Malawi ans are living with H V.

71. Labor relations issues in Malawi are governed by the Labour
Rel ati ons Act (LRA), signed into law in June 1996 and i npl enent ed
in Decenber 1997. The Act allows strikes and | ockouts for

regi stered workers and enployers only after all dispute settl enent
procedures and conciliation efforts have failed. As denocracy and
trade union rights have existed for only six years, industrial
relations are still evolving.

72. Wrkers have the legal right to formand join trade unions.

Uni on nenbership is | ow, however, given the small percentage of the
work force in the formal sector (about 12%, the |ack of awareness
of worker rights and benefits, and a resistance on the part of many
enpl oyees to joining unions. Only 13% of people enployed in the
formal sector belong to unions. Unions may formor join
federations, and have the right to affiliate with and partici pate
in the affairs of international workers' organizations. There are
no | abor restrictions on choice of technology. Wile the
Governnent is a signatory to the I1LO Convention protecting worker
rights, nmechanisns for enforcing the provisions of the convention
are weak. There are serious manpower shortages at the Mnistry of
Labor, resulting in alnost no | abor standards inspections.

Efficient Capital Markets and Portfolio |Investnent

73. Fiscal and nonetary discipline slackened in 1997. |n 1998
Mal awi enbarked on a six-nonth | M- staff-nonitored nmacroeconom c
program and succeeded in regaining control over the budgetary
situation. The nonetary situation in 1998 deteriorated due in
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|arge part to a shortfall in hard currency tobacco revenues. The
MK/ USD exchange rate depreciated by over 60% (in Kwacha terns) in
August; inflation rose to 53% and 30% on year-on-year and average
annual bases, respectively; and the discount rate clinbed to 43% by
Decenber .

74. The econony began to show snall signs of inprovenent in the
first half of 1999. Inflation fell from56.6% (year-on-year) and
2.6% (nmonthly) in march to 52. 8% and 0. 26% respectively in April;
and the 91-day yield on treasury bills fell to 45%in June from
49. 83% and 55.35%in May and April respectively.

75. The private sector in Malaw has a variety of credit
instrunments. Cedit is generally allocated on narket terns.
Foreign investors may utilize donmestic credit, but proceeds from

i nvestnents nade using | ocal resources are not remttable. (As of
July 1999, the D scount Rate stood at 47% Commerci al bank | endi ng
rates averaged 49%)

76. Ml awi has a sound banki ng sector, overseen and well regul ated

by the Reserve Bank of Malawi - its central bank. There are five
full -service commercial banks : First Merchant Bank Limted;
Fi nance Bank of Malawi ; | ndefinance; National Bank of Ml aw

(NBM ; and Commerci al Bank of Malaw (CBM. The Mal awi Gover nnent
owns (through direct and indirect sharehol dings) both NBM and CBM -
the country's two | argest commercial banks. Both banks operate on
a coomercial, for-profit basis. The owners of CBMinclude: Press
Corporation Limted (PCL), 23% WMl awi Governnent (direct

sharehol di ng), 22% and Mal awi Devel opnent Corporation (MDC), 17%
Owners of NBMinclude PCL, 48% and the Agricultural Devel opnent
and Marketing Corporation (ADMARC), 39.16% The Mal awi CGover nnent
whol |y owns MDC, ADMARC, and is PCL's | argest sharehol der, the
Press Trust (49%. As of March 31, 1999 total assets of the five
commer ci al banks anobunted to about 13 billion MK (about 300 mllion
USD. )

77. Additional financial institutions include: Loita |Investnent
Bank, Investnent and Devel opnment Bank O Mal awi (| NDEBANK) ,

I nvest nent And Devel opnent Fund O ©Mal awi (1 NDEFUND), Fi nance
Corporation O Malaw (FINCOVW, Leasing And Fi nance Conpany O

Mal awi (LFC), Mal awi Savi ngs Bank, the New Buil ding Society (NBS),
the Malaw Rural Fi nance Conpany (MRFC), and the Mal awi Devel opnent
Cor poration (MDXC).

78. The Conpanies Act, the Capital Mrket Devel opnent Act (1990),
and the Capital Market Devel opnent Regul ati ons (1992) provide the
| egislative and regul atory framework for the encouragenent and
facilitation of portfolio investnent in Malawi. The attendant

| egal, regulatory and accounting systens are transparent and
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consistent with international norns. These acts govern the Ml aw
St ock Exchange (MVSE).

79. Stockbrokers Malawi Limted (SM.) is the only registered
stockbroker in Malawi. SM. runs a secondary market in governnent
securities, and both |Iocal and foreign investors have equal access
to purchasing these securities. SM. began tradi ng shares of
conpani es towards the end of 1996. The followi ng conpani es are
listed on the MSE: National |nsurance Conpany O Ml aw (N CO,
Blantyre Hotels Limted (BHL), Sugar Corporation O WMl aw

(SUCOWA), Conmercial Bank of Malawi (CBM, Packaging Industries O
Mal awi (PIM and Press Corporation Limted (PCL). dd Mitual, an

i nsurance and financial services group (wth over 15, 000
policyholders in Malaw ), listed on July 12, 1999. NBM Inport and
Export Conpany, and Mal aw Property Conpany (MPICO), are likely
candidates for listing later in 1999. As of June 25, 1999,
1,159.01 mllion shares were in issue on the MSE, and the narket
capitalization was 7,368.25 mllion M (about 171.36 mllion USD.)
Mal awi and ot her SADC markets are taking steps to harnoni ze |isting
requi renments through the SADC st ock exchanges co-operation
initiative.

80. SM.'s developnent is in its nascent stage. Hostile takeovers
have not yet occurred. The U S. Enbassy in Malawi is not aware of
any specific neasures taken by private firnms to restrict foreign

i nvestnent or participation. Foreign investors tend to be the

dom nant shareholders in those | arge MSE-Iisted conpani es requiring
significant technical and financial resources. The Conpetition and
Fair Trading Act covers activity on the MSE

Conversion and Transfer Policies

81. There are no restrictions on remttance of foreign investnent
funds (including capital, profits, |oan repaynent and | ease
repaynent) as long as the capital and | oans were obtained from
foreign sources and registered wth the Reserve Bank of Ml aw
(RBM. The terns and conditions of international |oans, managenent
contracts, licensing and royalty arrangenents and simlar transfers
require initial RBMapproval. RBM grants approval according to
prevailing international standards; subsequent remttances do not
require further approval. Al conmercial banks are authorized by
the RBMto approve remttances, and approvals are fairly automatic
as long as the applicant's accounts have been audited and sufficient
foreign exchange is available. Traditionally, foreign exchange
availability follows the agricultural cycle in Malawi. It is
plentiful fromApril through Septenber (when tobacco sal es generate
forei gn exchange inflows), and scarce from Cct ober through March
During periods of scarcity investors may not have i mmedi ate access
to foreign exchange. As of March 1999, foreign reserves were 4.6
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nmont hs of inport cover.

Expropriati on and Conpensati on

82. Malawi 's constitution prohibits deprivation of an individual's
property w thout due conpensation. There are also effective |aws
that protect both I ocal and foreign investnent. The |ikelihood of
expropriatory actions has been extrenely renote since the repeal of
the Forfeiture Act in 1992. Public tenders for the sale of shares
of state-owned enterprises often encourage |ocal participation, but
there are no | aws that conpel |ocal ownership.

83. In 1996, the Governnent established a Land Reform Conm ssion to
review |l and matters and establish a new | and reform program
Hanpered by funding probl ens, the Comm ssion did not begin work
until 1997. Its final report is expected in July 1999. At present
the Governnment may enploy | and acquisition procedures set forth in
the Land Acquisition Act of 1971. According to this Act, the
Covernnent nust justify its acquisition as being in the public
interest and nust pay fair nmarket value for the land. Fair market
val ue is assessed by summ ng the anount the owner originally paid
for the land, the value of any pernmanent inprovenents that increase
t he productive capacity, utility or anenity of the land, and any
appreciation of the land value. |If the private |andowner objects to
the |l evel of conpensation, he may obtain an i ndependent assessnent

of the land value. According to the Act, however, such cases nay
not be challenged in court; the Mnistry of Lands, Housing, Physica
Pl anni ng, and Surveys remains the final judge. Most non-traditional
land (i.e. land outside jurisdiction of local village |eaders) in
Mal awi is held under long-term (99-year) |ease.

D spute Settl enent

84. Mal awi has an i ndependent but overburdened judiciary, which
derives its procedures fromEnglish coommon aw. There is little
governnment interference in the court system although there have on
occasi on been allegations of governnent involvenent - largely

t hrough public coments nade by politicians on certain cases. There
are also allegations of bribery in civil and crimnal cases.

Adm ni stration of the courts is weak, and due process can be sl ow.
Serious shortcomngs in the judicial systeminclude poor record
keeping, a lack of attorneys and trai ned personnel, heavy casel oads,
and insufficient financial resources.

85. The court systemin Malaw accepts and enforces foreign court
judgenents that are registered in accordance with established | ega
procedure. There are, however, reciprocal agreenents anong
commonweal th countries to enforce judgenents w thout this
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registration obligation. There is no such agreenent between Ml aw
and the U S

86. Ml awi has legislation that offers adequate protection for
property and contractual rights. (See paragraph 57.) Ml aw has
witten coomercial |aws that codify common |aw. The Sal e- of - GCoods
Act and the H re-Purchase Act cover conmercial practices. These

| aws have been consistently applied. There is a track record of
cases involving commercial law. There is also a witten and
consistently applied bankruptcy | aw based on conmon | aw. Under
bankruptcy | aw, secured creditors -- ranked-ordered based upon

i nvestnent registration dates -- have first priority in recovering
nmoney. Monetary judgnents are usually nade in the investor's
currency. However, the imedi ate availability of foreign exchange
i s dependent upon supply, which varies on a seasonal basis. (See
par agraph 95.)

87. Malaw is a nmenber of the International Center for Settlenent
of Investnent D sputes (ICSID), and accepts binding international
arbitration of investnent disputes between foreign investors and
the state if specified in a witten contract. There have been no
i nvestnent di sputes involving U S. conpanies since 1996.

Political violence

88. Ml awi has been largely free of political violence since
gai ni ng i ndependence in 1964. Apart fromthe disarmng of the

param litary Mal awi Young Pioneers, incidents of violence associated
with Malaw's 1994 transition to denocracy were rare and m nor.
Sporadic, incidents of violence occurred at political rallies in
|ate 1998. The 1999 presidential and parlianmentary el ection

canpai gns were largely free of political violence, but there were
sporadic, Iimted incidents of post-election violence (primarily
smal | -scal e property damage) in June 1999.

89. Incidents of |abor unrest occasionally occur. Armed robberies
(i ncluding carjackings) have increased in recent years. There are,
however, no nascent insurrections, belligerent neighbors, or other
politically notivated activities of major concern to investors.

Bi | ateral investnent agreenents

90. Ml awi's policy is to negotiate bilateral investnent treaties
with countries whose nationals opt to invest in Malawi. The United
States canceled the U S. - Malaw doubl e taxation agreenent fromthe
colonial period in 1983. To date, there is neither a bilateral

i nvestnent nor a taxation treaty. There have been no taxation

i ssues of concern to U S. investors since 1996.
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91. Ml aw acceded to the multilateral investnent guarantee agency
(MG in 1985/86. Since M GA provides nmechani sns for the
settl enment of investnent disputes, Malawi has not renewed several
investnent treaties that | apsed after 1986. However, the United
Ki ngdom the Netherlands, Denmark, South Africa, Norway, Sweden and
Switzerland still maintain double taxation treaties with Ml aw .

C. OPIC and other insurance prograns

92. Ml awi has had an OPI C i nvest nent guarantee agreenent since
1967. As noted in paragraph 91, Malawi is also a nenber of MGA In
April 1999 the U S. Export-Inport Bank announced its decision to
make avail abl e short-termexport-finance i nsurance to Mal awi under a
new Africa Pilot Program The estimted annual U S. dollar val ue of
|l ocal currency likely to be used by the US. Mssion in Malaw is
about 3.0 mllion. Malawi operates a floating exchange rate system

I n August 1998, the Kwacha depreci ated by over 60% agai nst the U. S
dol l ar caused in large part by the unexpectedly poor foreign
exchange earnings fromtobacco sales. Since that tine the
Kwacha/ U. S. Dol lar rate has stabilized at approximtely 43. Many
private sector business peopl e expect the Kwacha to depreciate again
in 1999, albeit less drastically than in 1998. As of July 1999, the
Reserve Bank of Malaw clained that it held sufficient foreign
exchange reserves to maintain the exchange rate.

Maj or foreign investors

93. Per paragraph 81, foreign investors nust initially register
their investnents with the RBMas a precondition for future
remttances. The Reserve Bank of Malaw nmaintains records on the
val ue and conposition of foreign direct investnent in Malaw. The
Reserve Bank cautions that the figures provided in Appendi x D may
under-represent the actual anounts of foreign direct investnent.

VI11. Trade and Project Financing

Description of the Banking System

94. Paragraph 76 describes the banking sector in Malawi . Ml aw

nei ther has nor requires depositor insurance, but the RBM enforces
strict safeguards and capital requirenments. The RBM has strict
reporting guidelines on capital adequacy, liquidity ratio, etc.

I nternational accounting standards adopted by the Society of
Accountants in Malawi (SOCAM apply to banks. Bank financia
statenents are in conpliance with these standards, and are audited
by internationally recognized firns including KPMG Peat Marw ck, and
Deloitte & Touche. |In March 1999, net credit fromthe banking
systemto the public sector was negative MK 1259.2 mllion (approx.
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USD 28.7 mllion). Goss credit to the private sector totaled MK
3249.4 mllion (approx. USD 74 mllion).

Forei gn Exchange Controls Affecting Trade

95. In February of 1994, the Governnent of Malaw elim nated
exchange controls on CQurrent Account transactions (the capital
account is still controlled) and introduced a market-based exchange
rate system Inporters do not need to obtain RBM approval to place
international orders or to pay for inports. Ml aw residents and
corporations earning foreign exchange "on a regul ar basis" are

all oned to open foreign-currency-denom nated accounts with

aut hori zed banks. During periods of scarcity investors nmay not have
i mredi ate access to forei gn exchange. Foreign exchange is plentifu
fromApril through Septenber (when tobacco sales generate foreign
exchange inflows), and scarce from Cct ober through March. Hard-
currency Bal ance of Paynent assistance inflows fromdonor countries
al so affect the availability of foreign exchange.

Ceneral Financing Availability

96. Kwacha-denom nated financing is available from Malaw's
commercial institutions. Oedit is allocated on market terns, and
foreign investors are eligible to apply for it. Proceeds from any
i nvestnent using | ocal resources, however, are not remttable.

97. Local financing for hard-currency-denom nated transacti ons can
be problematic, i.e., during shortages of foreign exchange. Inports
into Malaw are financed primarily through secured letters of

credit.

Export Fi nanci ng and I nsurance

98. OPIC has an investnent guarantee agreenent wth Ml aw In
April 1999 the U S. Export-Inport Bank (Ex-1m Bank) announced its
deci sion to nake avail able short-term export-finance insurance to
Mal awi under a new Africa Pilot Program Malaw remains off-cover
for nost other Ex-1m bank prograns.

Proj ect Financing Avail abl e

99. The Wirld Bank, through its International Devel opnment Agency
(IDA), is Malawi 's nost consistent international source of financing
for public projects. The African Devel opnent Bank (AFDB) and its
affiliated Fund are another major source of project financing. The
U S. Agency for International Devel opnent (USAID), the Wrld Bank
and the African Devel opnent Bank/Fund are the maj or donors for
projects in which U S firns are eligible to participate. Severa
local financial institutions including | NDEBANK have lines of credit
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fromboth regional and nultilateral organizations for lending to
donestic investors in need of forei gn exchange.

Mal awi Banks and Correspondi ng U. S. - Based Banki ng Arrangenents

100. National Bank of Malawi (NBM - naintains banking
relationships with Barclays Bank, G tibank, Standard Chartered,
Chase Manhattan, Bank of New York, and Equator Bank. Banking

servi ces include demand deposit accounts, tel egraphic transfers, and
travel ers’ checks.

101. Commercial Bank of Malawi (CBM - nmintains banking
relationships with Gtibank, Chem cal Bank, Bank of New York, Bank
of America, and Equator Bank. Banking services include demand
deposit accounts, telegraphic transfers, and Ctibank travel ers’
checks.

102. Finance Corporation of Malawi (FINCOM - maintai ns banking
relationships with Gtibank and Equator Bank. Banking services
i ncl ude demand deposit accounts and tel egraphic transfers.

103. Investnent and Devel opnent Bank of Mal aw (| NDEBANK) -

mai ntai ns a banking relationship with Gtibank. Banking services
i ncl ude demand deposit accounts, telegraphic transfers, and
travel ers’ checks.

104. First Merchant Bank (FMB) - naintains banking rel ati onships
with Gtibank and Anerican Express. Banking services include demand
deposit accounts and tel egraphic transfers.

105. Finance Bank of Malaw (FBM - maintains a banking
relationships with Gtibank. Banking services include demand
deposit accounts, telegraphic transfers, and Ctibank travel ers’
checks.

| X. Busi ness Travel

Busi ness Cust ons

106. WMal awi ans are characteristically helpful in both personal and
busi ness deal i ngs.

Travel Advisory and Vi sas

107. The Departnent of State has no current travel advisory for

Malawi. U. S. citizens do not require visas when entering Malaw for
busi ness or vacation travel. Tenporary residence permts for up to
30 days are issued upon arrival in Malawi, but extensions are often
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granted. U. S citizens contenplating traveling or residing in
Malawi in late 1999 or early 2000 shoul d be aware of potenti al
difficulties. Interruptions in services including
tel ecomuni cations, electricity, air transportation, water, health
care, and related or dependent infrastructure may occur. The
Departnent of State encourages U. S. citizens to nonitor the State
Departnent internet hone page at http://travel.state.gov for updates
on Y2K i ssues.

Hol i days
108. Malawi 's official 1999 holidays are as foll ows:

January 1 (New Year’s), January 15 (John Chil enbwe Day), March 3
(Martyrs' Day), April 10 (Good Friday), April 13 (Easter Mbonday),
May 1 (Labor Day), June 15 (Freedom Day), July 7 (Republic Day),
Cctober 12 (Mot hers' Day), Decenber 25 (Christmas Day), and Decenber
28 (Boxi ng Day).

Busi ness Infrastructure
G ound Transportation

109. Paved two-1lane hi ghways connect Malawi's major cities of

Li | ongwe, Bl antyre, Muzu, and Zonba. H ghways al so connect the

| akeshore communities of Nkhotakota, Nkhata Bay, Salinm, and
Mangochi with Lilongwe and Mzuzu. Paved roads extend from Bl antyre
to the borders of Myzanbi que, fromLilongwe to the Zanbi an border
and from Karonga to the Tanzani an border. Roads are often poorly
mai nt ai ned and are subject to washouts during the rainy season.
Many dirt roads are not useable during the rainy season (roughly
Novenber to April).

110. Rental cars are available for hire in Blantyre and Lil ongwe.
Driving at night outside urban areas is unsafe. Malaw has an
extensi ve network of buses, but only the best class bus service
connecting Blantyre, Lilongwe, and Mcuzu is normally considered
acceptabl e for business travel.

Air Transportation

111. Airports on the outskirts of Lilongwe and Bl antyre handl e
international air traffic. British Airways, Kenya Air, South
African Airways, Air Zi nbabwe, Ethiopian Airlines and Air Ml aw
service Lilongwe. British Airways offers service between Lil ongwe
and London. Air Malaw services several regional destinations and
donestic routes. The CGovernnment of Malawi has identified Alr Ml aw
(a state-owned enterprise) as a candidate for privatization
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112. Al non-Ml awi passport hol ders departing on international
flights nust pay a USD 20 airport departure tax (payable in USD
only). The departure fee is MK 75 (approx. USD 2) for donestic
flights.

Rai |l Transportation

113. Ml awi Railways operates |imted passenger service in the
southern part of the country. Freight services are available to the
Nacal a port in northern Mdzanbi que and on the Northern Corri dor
route, Malaw's alternative transport route to the Tanzani an port of
Dar es Salaam This latter route utilizes a conbination of rail,
shi p, and road networks. The planned privatization of the
managenent of the Nacal a route (see paragraph 15) nmay al so offer
opportunities for inproved rail freight service to the port of
Nacal a i n Mozanbi que.

Boat Transportation

114. Mal awi Lake Services (M.S), fornerly part of Ml aw Railways,
provides |limted passenger and cargo service on Lake Ml aw .

Languages

115. English, the official |anguage of Malawi, generally suffices
for business comuni cation, although few rural Ml aw ans speak it.
The nost common ver nacul ar | anguages i ncl ude Chi chewa (spoken

t hroughout the country), Chitunbuka (spoken primarily in the North),
and Chiyao (spoken primarily in the South).

Communi cations Facilities

116. Malaw 's tel ecommunications infrastructure is overburdened.

Tel ephone servi ce throughout Malawi is poor and international calls
are very expensive. The planned introduction of private sector
participation in the Malaw Posts and Tel ecommuni cati ons Corporation
(MPTC - see paragraph 39 ) offers prospects for inproved service.
Mal awi has two GSM cel | ul ar tel ephone networks, which service the
cities of Lilongwe and Blantyre. Mst corporate offices and touri st
cl ass hotels have tel ephones and faxes. Malawi has one |nternet
gateway provider, but additional providers are expected shortly (see
paragraph 12). The international country code for Malaw is 265;
there are no city codes.

Housi ng
117. Short-termvisitors to Malawi would nost likely stay in

tourist-class hotels, which are |ocated in nmajor urban areas and
| akesi de resorts. Accommodations in rural areas are generally not
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reconmended. Expatriate residents in Malaw generally live in
nmodern housing in the major urban centers. Power and water are
generally available in major cities, but supply interruptions
are common. Muzu and Zonba experience nore frequent water supply
probl ens. The housing nmarkets in Lilongwe and Bl antyre are
relatively tight. Local real estate agents are available to help
| ocat e housi ng.

Heal t h

118. Malawi's national health facilities are far bel ow Western
standards. Malaria and other tropical diseases are preval ent

t hroughout the country. Mich of Lake Malawi is infested with
schistosomasis (bilharzia). WMlaria prophylaxis is recomended
while in Malawi, as is a conprehensive inmmunization regi ne before
entering the country. The Enbassy reconmends drinking only boiled,
bottled, or distilled water. Raw, unpeeled fruits and vegetabl es
shoul d be avoi ded.

Food

119. A wvariety of food is normally available in Malaw's urban
areas. A few stores carry limted selections of inported goods.
There are a handful of restaurants in both Lilongwe and Bl antyre

whi ch expatriates patroni ze. Rural areas have very few restaurants,
al nost none of which attract foreigners.

Tenporary Entry of Goods

120. (See paragraph 42.)

Product Pricing Structures

121. (See paragraph 29.)

Qui de for Business Representatives

122. U.S. business travelers are encouraged to obtain a copy of the
"Key Oficers of the Foreign Service Posts: Quide for Business
Representatives" available for sale by the Superintendent of
Docunents, U S. Governnment Printing Ofice, Washington, D.C. 20402;
tel. (202) 512-1800; fax (202) 512-2250. Business travelers to

Mal awi seeki ng appointnments with U S. Enbassy Lilongwe officials
shoul d contact the commercial section in advance. The conmerci al
section can be reached by tel ephone at (265) 783-166/342/367/848 or
by fax at (265) 780-471.

X. Econom c and Trade Statistics



Appendi x A -- Country Data

1998
Popul at i on:
(mllion) 9.8
Gowh Rate:
(percent) 2.0

N. B. The above statistics are prelimnary census results.
Religions: Protestant Sects, Catholicism and |Islam
Gover nnent System Denocracy.

Languages: English (official |anguage), Chichewa, Chitunbuk
Chi yao, Chitonga, Chilomwe, and Chi sena.

Wrk Week: Mnday to Friday, and Saturday norning for nost
establ i shnents.
SOURCES: Mnistry of Econom c Pl anni ng and Devel opnent
Appendi x B -- Donestic Econony

1997 1998 1999(1
GDP (USD nil lion)(2) 2509. 43  1701.3 1810. 8
&P Gowh Rate
(percent) (3) 5.0 3.3 5.5
GDP per capita(USD) 213.0173.6154. 8
Cover nnent Expendi ture
(Percent of GP) (4) 31.8 32.6 29. 6
Inflation (5) 9.1 29. 7 43.0
Unenpl oynent n. a. n. a. n. a.

For ei gn Exchange
Reserves (USD m i on)

a,

retail

)
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Aver age Exchange

Rate for USD 1. 00 16. 5631.0743.0
For ei gn Debt
(USD billion) 2.3 n. a. n. a.

Debt Service Ratio
(% of exports and
non-factor services) 14.9 17.6 n. a.

| nterest Paynment on Foreign
Debt (USD m i on) 47.0 50.0 n. a.

U S. Economc/mlitary
Assi st ance
(USD m 1 1lion) 34.8 37.6 n. a.

N. B. The above statistics are unofficial estimates.

Prelimnary Projections

Current Market Prices

Real growt h

Fi scal Year

Average Annual Inflation

"n.a." denotes data not avail abl e.

oUhwhE

SQURCES:

M ni stry of Econom c Pl anni ng and Devel opnent, Econom ¢ Report
1998

Appendi x C -- Trade
1997 1998 1999
Total Malaw Exports (f.o.b.) (USD mllion)
531.4 476. 3 472.2
Total Malaw Inports (c.i.f.) (USD mllion)
775. 8 646. 3 609. 3
U S Exports (USD mllion F.AYS)
17.6 n. a. n. a.

US Inports (USD mllion Custons Val ue)
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82.8 n. a. n. a.

N. B. The above statistics are unofficial estimates.
SOURCES:

1. Mnistry O Econom c Pl anning and Devel opnent, Econom c
Report 1998

2. US Dept. of Coomerce, U S Trade wth Sub-Saharan Africa
Appendi x D -- Investnent Statistics

The Reserve Bank O Mal awi naintains records on the val ue and
conposition of foreign direct investnent in Malaw. The U S. dollar

value (in current dollars) of total annual FDI for the 1994 to 1998
tinme period foll ows:

Year Val ue (USD) Sector (S Chtry O Oigin
1994 426, 00 Agricul ture Uni ted Ki ngdom
1995 4, 354, 041 Banki ng Zanbi a
Agricul ture Swi tzerl and
Property Mal t a
O her UK, S Africa
Garnent s S. Africa
1996 14, 075, 234Agri cul ture U. K.
Tel ecom Mal aysi a
Heal th Mal t a
Garnent s S. Africa
O her USA
1997 5,734,982 Manufacturing S. Africa
O her USA, U K
1998 139, 883 Textil es S. Africa
Chem cal s S. Africa

Conmputers U K
Source: Reserve Bank O Mal awi

N. B. The Reserve Bank cautions that these figures may under-
represent the actual anounts of foreign direct investnent.



XI. US and Country Contacts

Appendix E -- U S. and Country Contacts
Country Governnent O fices

Secretary to the President and Cabi net
Ofice of the President and Cabi net
Private Bag 301

Li | ongwe 3, Mal awi

Tel : (265) 782-655

Fax: (265) 782-095

Principal Secretary
Nat i onal Econom ¢ Counci
Box 30136

Li | ongwe 3, Mal awi

Tel: (265) 782-300

Fax: (265) 782-224

Principal Secretary
M nistry of Finance
Box 30049

Li | ongwe 3, Mal awi
Tel: (265) 782-199
Fax: (265) 781-679

Principal Secretary
M nistry of Comrerce and Industry
P.O Box 30366
Li | ongwe 3
Mal aw
Tel : (265) 780-244
Fax: (265) 780-680

Comm ssi oner for Census and Statistics
National Statistical Ofice
Box 333
Zomba, WMal aw
Tel: (265) 522-377
Fax: (265) 523-130
(265) 523-133

Controll er of Custons and Excise
Departnent of Custons and Exci se
Private Bag 20

Bl antyre, Ml aw

Tel: (265) 620-288



Fax: (265) 620-048

Gover nor

Reserve Bank of Ml aw
Box 30063

Li | ongwe 3, Mal awi
Tel: (265) 780-600
Fax: (265) 782-752

Country Trade and Industry Associ ati ons

Executive D rector

Mal awi Chanber of Commerce and I ndustry
Box 258

Bl antyre, Ml aw

Tel: (265) 671-988

Fax: (265) 671-147

CGener al Manager
Mal awi Export Pronotion Counci
Box 1299
Bl antyre, Ml aw
Tel : (265) 620-499
Fax: (265) 635-429
(265) 635-433

Cener al Manager

Mal awi | nvest nent Pronoti on Agency
Private Bag 302

Li | ongwe 3, Mal awi

Tel: (265) 780-800

Fax: (265) 781-781

CGeneral Manager
Mal awi Devel opnent Cor poration
Box 566
Bl antyre, Ml aw
Tel: (265) 620-100
Fax: (265) 620-584

Mar ket Research Firns

Econom ¢ Resources Limted
Box 1064

Bl antyre, Ml aw

Tel: (265) 624-768

Fax: (265) 636-496

Fi nanci al Services Ltd.
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P.O Box 2598

Bl antyre, Ml aw

Tel: (265) 621-817 or 621-373

Fax: (265) 622-992

Country Conmercial and Financial Institutions

Commerci al Bank of WNMal aw
Box 1111

Bl antyre, Ml aw

Tel: (265) 621-947

Fax: (265) 624-627

Fi nance Bank of Ml aw

P. 0. Box 421

Bl antyre, Ml aw

Tel : (265) 624-799/625-025/ 622-871/ 623-613
Fax: (265) 622-957

Fi nance Corporation of Ml aw
Box 750

Bl antyre, Ml aw

Tel : (265) 620-477

Fax: (265) 620-102

Fi rst Merchant Bank
Box 122

Bl antyre, Ml aw
Tel: (265) 622-686
Fax: (265) 622-737

| nvest mnent and Devel opnent Bank of Ml awi
Box 358

Bl antyre, Ml aw

Tel: (265) 620-055

Fax: (265) 635-703

Leasi ng and Fi nance Conpany of WMal awi
Box 1963

Bl antyre, Ml aw

Tel: (265) 620-233

Fax: (265) 620-275

Nat i onal Bank of Ml aw
Box 945

Bl antyre, Ml aw

Tel: (265) 620-622
Fax: (265) 620-606

Nati onal Fi nance Conpany Limted
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Box 821

Bl antyre, Ml aw
Tel: (265) 623-670
Fax: (265) 620-549

Nati onal | nsurance Conpany
Head O fice Private Bag

Lil ongwe (Capital Gty), Ml aw
Tel: (265) 783-311

Fax: (265) 781-365

U. S. Enbassy Lil ongwe

Econom c/ Commer ci al Section
U. S. Enbassy Lil ongwe

Box 30016

Li | ongwe 3, Mal awi

Tel: (265) 783-166/ 342/ 367
Fax: (265) 780-471

Washi ngt on- Based USG Country Contacts

Mal awi Desk O ficer
U S. Departnent of Conmerce
I nternational Trade Adm nistration
Room 3317
Washi ngton, D.C. 20230
Tel: (202) 377-5148

Mal awi Desk O ficer (AF/YS)

U S. Departnent of State, Rm 4238
Washi ngton, D.C. 20230
Tel: (202) 647-8432

O fice of the Coordi nator for Business Affairs
U S. Departnent of State

Washi ngton, D.C. 20230

Tel : (202) 746-1625

Fax: (202) 647-3953

U S. Departnent of Agriculture
Forei gn Agricultural Service

Trade Assi stance and Pronotion Ofice
Washi ngton, D.C

Tel : (202) 720-7420

TPCC Trade Informati on Center
1- 800- USA- Tr ade
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Overseas Private | nvestnent Corporation
Washi ngton, D.C
Tel : (202) 720-7420

Export -1l nport Bank of the United States
811 Vernont Ave., NW

Washi ngt on, DC 20571

Tel : (202) 565-3933

Fax: (202) 565-3931

Mul til ateral Devel opnent Bank O fices In Country

The Resi dent Representative
Wrl d Bank

P. O Box 30557

Li | ongwe 3, Mal awi

Tel: (265) 780 611/784 410
Fax: (265) 781 158

The Resi dent Representative

I nternational Mnetary Fund (I M)
Private Bag B354

Li | ongwe 3, Mal awi

Tel : (265) 780-725

Fax: (265) 780-702

Xll. Market Research and Trade Events

Appendi x F -- Market Research

Enbassy Lilongwe is not an FCS or FAS post.
Post is unaware of avail able or upcom ng DOC | SAS,
reports other than USDA' s tobacco crop anal ysis.

Appendi x G -- Trade Event Schedul e
1999 Trade Events

Mal awi I nternational Trade Fair
July 22 - August 1

I nternational Trade Fair G ounds
Bl antyre, Ml aw

Probabl e 2000 Trade Events

IMS, or
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Mal awi I nternational Trade Fair
July

I nternational Trade Fair G ounds
Bl antyre, Ml aw
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