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Abstract 

 
The views expressed in this Working Paper are those of the author(s) and do not 
necessarily represent those of the IMF or IMF policy. Working Papers describe 
research in progress by the author(s) and are published to elicit comments and to 
further debate. 

 
In trend with a global pattern and following recommendations of the World Bank and the 
International Finance Corporation (IFC), the number of stock markets in African countries 
has increased dramatically over the last ten years. Despite a scarcity of studies on the impact 
of stock markets on these economies, some policymakers have been arguing in favor of stock 
exchanges (national or regional) in eastern and southern Africa. The creation of such 
exchanges may be a premature project as they might lack an actual economic rationale. The 
present case study, for instance, suggests that the Lusaka Stock Exchange (LuSE) has little 
effect on the larger Zambian economy. 
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reliant on large firms, which are traded in the LuSE. According to World Bank and IMF staff 
estimates, the tax incentive for listed firms had some effect in attracting banks, which would 
otherwise pay a 45 percent tax rate. It is true, on the other hand, that this tax incentive 
implies a cost for the government. One could argue that this cost is high relative to the 
benefit from the very modest number of shares made available to the public. Table 2 shows 
the percentages of shares of each listed company available to the public as of March 2002. 

Although these ten listed companies comprised, in March 2002, a total market 
capitalization of US$220 million, a few investors (mostly foreign multinationals) owned 
most of these shares. The total value of the public shares was approximately US$27 million 
(12.3 percent of their market capitalization), or about 0.7 percent of GDP. 

Table 2. Number of Shares Publicly Available (as of 
August 2002) 

Listed Companies 
Free Float (in 

percent) 
British American Tobacco 25.00 
Chilanga Cement 15.95 
Farmers House . . . 
National Breweries 20.00 
Pamodzi Hotels 10.00 
Standard Chartered Bank 10.00 
Trans Zambezi Industries 10.00 
Zambia Sugar 10.87 
Zambian Breweries 10.00 
ZCCM 12.00 

Sources: World Bank and IMF staff estimates 

The LuSE is still extremely dependent on the government’s creating incentives for 
participation in the market. Recently, the Minister of Finance, Emmanuel Kasonde, 
announced that the government would develop guidelines for institutions to invest in stock 
markets. In these guidelines, pension funds and other institutional investors would be 
required by law to direct a certain percentage of investment funds to the capital market.16 

l6 The Times ofZambia (Ndola), March 5,2002, “LuSE Hails 2002 Budget as Balanced,” and 
The Post (Lusaka), April 10,2002, “LuSE’s Investment Guidelines for Institutions to Be 
Ready by June.” 
































	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



