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INTRODUCTION

The coronavirus outbreak has increased uncertainty, depressed demand and introduced excess
volatility in markets across the globe, including commodity markets. The COVID-19 pandemic
had a notable impact on commodity prices. Specifically, the pandemic was responsible for record
high prices for gold, and record lows for oil, which fell by about 65 percent. Nonetheless, most of the
commodities have recovered in the second half of 2021 from the record lows during the same period
of 2020 (Figure 1). Specifically, crude oil prices have doubled since their April 2021 low, principally
supported by sharp oil supply cuts. Similarly, metal prices recovered rapidly in response to a faster-
than-expected pickup of China’s industrial activity. While commodity prices have seen a recovery from
the pandemic, this recovery has been uneven, amid concerns about renewed COVID-19 infections
and variants and their impact on global economic recovery. Effects on some of the commodities such
as oil are likely to be long-lasting, given the slow and uneven recovery in terms of demand and supply.

Figure 1: The evolution of international commodity prices
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Source: World Bank, Cameco

The pandemic has severely impacted the global economy, but more so the commodity-
dependent and developing countries as supply chains were severely affected and demand
collapsed, which consequently dwindling revenues. Initial capital outflows resulted in massive
exchange rate depreciation of most commodity-dependent and developing countries. During March
2020 alone, capital outflows from developing economies exceeded the total outflow of capital during
the 2008 financial crisis. Notwithstanding this negative impact, the subsequent rally in commodity
prices that ensued helped improve the external balances, triggering massive inflows of portfolio capital
and exchange rate appreciations and thereby reversing the initial impact.

Namibia has not been spared from the impact of the pandemic, whether directly or indirectly, or
whether positively or negatively. This impact includes commodity prices and its associated effects
on the exchange rates, interest rates, capital flows, trade and other channels. The surge in commodity
prices could be expected to have benefitted the Namibian economy as an exporting country. This note
thus aims to examine the effects of the global developments, particularly in commodity prices, and
the impact thereof on the Namibian economy. Specifically, the note aims to evaluate whether Namibia
has benefited from the recent surge in commodity prices by evaluating the contributions to growth in
nominal export receipts relative shares of growth contributions.

COMMODITY DEVELOPMENTS AND OUTLOOK

1.1 Brent crude prices

As a net oil importing country, the direct impact of changes in international oil prices on the
Namibian economy, is typically via inflation as well as the current account. Brent crude oil prices
and world inflation as well as Namibia’s inflation rate are inherently correlated, albeit with a lag (Figure
2). The Brent crude oil price has recovered by 38 percent year-to-date in 2021 from its most recent
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1.5 Zinc

Zinc is one of the most consumed metals after iron, aluminium and copper, whose market
prices are influenced by the state of the global economy. The price of zinc has been subdued
in general and highly volatile but started to increase between 2017 and 2018 (Figure 7). However,
the prices declined during 2020 due to the pandemic and rose during 2021 due to global economic
recovery. In 2020, prices declined significantly due to lower demand for commodities on the back
of global lockdowns and containment measures. Prices recovered in the first ten months of 2021
from their lows in 2020, supported by the weaker US dollar, and huge fiscal stimulus in advanced
economies. Furthermore, the disruptions of zinc concentrate supply supported the recovery of zinc
prices coupled with the recovery of zinc consumption levels in China, the US, and other countries given
the recent COVID-19 vaccine roll-out.

The international and implicit prices averaged US$1 995 and US$679 per metric tons, respectively,
between 2010-2015. The implicit prices of the locally produced zinc are much lower than international
prices (Figure 7). This could be attributable to the fact that the international spot prices are likely to
be for refined zinc while Namibia exports zinc concentrates. Namibia’s zinc concentrates are sold at
contract price for three months on the London Metal Exchange. Furthermore, the local mine is also
subject to penalty from the receiving smelters in the global market if their zinc concentrates contain
other minerals, which impacts the earnings negatively.

The future price of zinc will be influenced by the demand for galvanized steel and global supply.
The slowdown in the property sector in China and a government cap on steel production could curtail
demand for zinc, which is a key input for galvanizing steel. The recent increase in zinc prices was also
due to supply disruptions and power shortages at zinc mining and smelting in China, which resulted
in the authorities releasing state stockpiles to shore up supply. Supplemented by recovery in Peru
and Bolivia, and supply increase expected in 2022 from Brazil, China, India, Kazakhstan and Mexico,
global supply of zinc will increase in 2022. The World Bank is projecting that the average spot price
for zinc will fall to US$2,400 per metric ton in 2022, down from the estimated US$2,700/t at the end
of 2021.

Figure 7: Zinc prices
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HAS NAMIBIA’S COMMODITY EXPORTS BENEFITED THUS FAR?

Despite the rise in most commodity prices, the export values declined during the first ten
months of 2021, chiefly on account of a decline in export volumes followed by the exchange
rate appreciation. During the first ten months of 2021, the exchange rate strengthened by 12.7
percent to N$14.60 per US Dollar, negatively affecting exports receipts and volumes of all Namibia’s
commodity exports. Uranium export value declined by 33.6 percent year-to-date as volumes exported
declined by 21.0 percent (Figure 8 and Figure 9a). The main challenge experienced by the uranium
exporting mines was the unavailability of suitable vessels which impacted the transportation and
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