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RESERVE BANK OF MALAWI 

(Issued under the provisions of the Reserve Bank of Malawi Act (Cap 44:02)) 

K5.00 BILLION THREE-YEAR FIXED COUPON BOND 
ISSUE RBM-3YB 1/06-2011 

The Reserve Bank of Malawi as monetary authorities in the Republic of Malawi invites bids for the above bond whose terms are as 
follows: 

A. TERMS AND CONDITIONS 
 
1. Issuer: Reserve Bank of Malawi 
2. Purpose: Monetary policy instrument 
3. Mode: Multiple price bid auction 
4. Auction frequency: Monthly or as otherwise prescribed by the Bank until fully subscribed 
5. Initial auction 29 June 2011 
6. Tenor: 3 years 
7. Value/Payment date: To be received by 15:00 hours on value date (T+1) by debit of 

customer accounts at commercial banks 
8. Price per K100 Par Value of Bond: Quoted at discount to four (4) decimal places 
9. Minimum bid size: K100,000 and multiples of K10,000 thereafter 
10. Bids: Investors are required to complete bid forms available at Reserve 

Bank of Malawi offices and website 
11. Bids closure: 15:00 hours on auction day 
12. Non-competitive bids: Non-competitive bidding strictly prohibited 
13. Coupon: 8.50 percent per annum 
14. Coupon payments: Semi-annual 
15. Day count convention: Actual/365 
16. Tax: Discount/interest amount is subject to withholding tax as provided 

for under existing tax laws 
17. Form of issuance: Physical certificates 
18. Rediscounting: RBM will rediscount as a last resort 
19. Listing: The bond will be listed on the Malawi Stock Exchange 
20. Trading: Secondary trading in multiples of K10,000 to commence a week after 

each auction 
21. Eligibility: Unrestricted 
22. Right to accept applications: Reserve Bank of Malawi reserves the right to accept bids in full or 

part thereof or reject them in total without giving any reason 

For further details contact any of the following:- 
 Financial Markets Department, Reserve Bank of Malawi, P O Box 30063, Lilongwe 3 
 Tel: 01770 600 Ext 4330 and 4359; 01925244, Fax: 01772219 
 e-Mail: 3-yearbond@rbm.mw 
 website: www.rbm.mw 
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B. GENERAL INFORMATION 

1. Notice 
• This prospectus only applies to bonds issued under this prospectus. 

2. Advantages of the bond 
• It is transferable and negotiable. 
• It can be pledged as collateral. 
• The rate of return is competitive. 
• It is issued through market-based procedures. 

3. Auction Process 
• A press release will be issued one week before each auction, announcing the auction date, size of issue, and other 

terms and conditions. 
• Investors are invited to submit bids using prescribed tender forms, which will be available from commercial bank 

branches, discount houses and Reserve Bank of Malawi offices and website. 
• The auction for the 3-year bond will be conducted on a multiple price bid basis whereby each successful bidder pays 

the price quoted for the amount tendered. Winners are listed, starting with the highest bid price, down to the lowest 
bid price that exhausts the face value amount of the bond offered for sale. 

• Results of the auction will be published on the Reserve Bank of Malawi website: http://www.rbm.mw as well as in the 
print media. 

4. Payment and Settlement Procedures 
• Successful bidders are obliged to settle their bids within one day after notification of the auction results (T+1). 
• Payment shall be received by 15:00 hours on value date by debit of customer accounts at commercial banks. 
• In case of non-compliance with the time limit for payment, successful bidders will be disqualified from participation in 

subsequent auctions. In case of failed settlement, Reserve Bank of Malawi reserves the right to indefinitely bar the 
investor from participating in auctions. 

• Coupon will be paid semi-annually by credit of customer accounts at commercial banks. 
5. Redemption 

• On maturity, the bonds will be redeemed directly at Reserve Bank of Malawi. 
• Investors will receive the par value (100 percent) of their respective bids. 

6. Secondary Market Trading 
• After the primary auction, the bond will be traded on the Malawi Stock Exchange in multiples of K10,000. 
• Rules and guidelines for trading bonds on the Malawi Stock Exchange shall apply. 
• The listing price for the bond shall equal the weighted average price from the primary auction. 
• Malawi Stock Exchange will notify Reserve Bank of Malawi immediately after transactions occur to allow Reserve Bank 

of Malawi update its register with respect to holders of respective securities. 
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C. BASIC COMPUTATIONS 

I. Calculating the Price and Yield to Maturity (YTM) of a Bond 

The price and yield to maturity of a bond are inversely related. Thus, if the price is given, an investor can calculate the yield on 
the bond. Alternatively, an investor can work out the price he/she would be willing to pay for a bond given his/her yield 
requirement. 
The price of a bond, P, is calculated using the following formula: 
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where C=semi-annual coupon (interest payment) 
n=number of payment periods (number of years multiplied by 2) 
i=interest rate or required yield 
M=value at maturity or par value 

Example: Price to Yield 
In the case of a 3-year bond with a coupon rate of 8.50% p.a. payable semi-annually and the weighted average price achieved in 
the auction was 100.0000: 
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Solving for i produces an interest rate or required yield of 8.50% p.a. 
 
For ease of calculation, the following table provides guidance in terms of yield and price: 
 

Yield to 
maturity 

Price per 
K100 

Yield to 
maturity 

Price per 
K100 

Yield to 
maturity 

Price per 
K100 

Yield to 
maturity 

Price per 
K100 

Yield to 
maturity 

Price per 
K100 

Yield to 
maturity 

Price per 
K100 

4.000 112.6032 7.000 103.9964 10.000 96.1932 13.000 89.1077 16.000 82.6642 19.000 76.7959 
4.125 112.2273 7.125 103.6559 10.125 95.8842 13.125 88.8269 16.125 82.4086 19.125 76.5630 
4.250 111.8530 7.250 103.3167 10.250 95.5765 13.250 88.5472 16.250 82.1541 19.250 76.3310 
4.375 111.4802 7.375 102.9789 10.375 95.2699 13.375 88.2686 16.375 81.9005 19.375 76.0998 
4.500 111.1090 7.500 102.6425 10.500 94.9646 13.500 87.9911 16.500 81.6479 19.500 75.8695 
4.625 110.7392 7.625 102.3075 10.625 94.6606 13.625 87.7147 16.625 81.3963 19.625 75.6402 
4.750 110.3710 7.750 101.9738 10.750 94.3577 13.750 87.4394 16.750 81.1456 19.750 75.4117 
4.875 110.0044 7.875 101.6415 10.875 94.0560 13.875 87.1652 16.875 80.8960 19.875 75.1840 
5.000 109.6392 8.000 101.3105 11.000 93.7556 14.000 86.8920 17.000 80.6473 20.000 74.9573 
5.125 109.2756 8.125 100.9809 11.125 93.4563 14.125 86.6199 17.125 80.3995 20.125 74.7313 
5.250 108.9134 8.250 100.6526 11.250 93.1583 14.250 86.3489 17.250 80.1527 20.250 74.5063 
5.375 108.5527 8.375 100.3256 11.375 92.8614 14.375 86.0790 17.375 79.9069 20.375 74.2821 
5.500 108.1936 8.500 100.0000 11.500 92.5657 14.500 85.8101 17.500 79.6620 20.500 74.0588 
5.625 107.8358 8.625 99.6757 11.625 92.2712 14.625 85.5422 17.625 79.4181 20.625 73.8363 
5.750 107.4796 8.750 99.3527 11.750 91.9779 14.750 85.2755 17.750 79.1751 20.750 73.6146 
5.875 107.1248 8.875 99.0309 11.875 91.6857 14.875 85.0097 17.875 78.9330 20.875 73.3938 
6.000 106.7715 9.000 98.7105 12.000 91.3947 15.000 84.7450 18.000 78.6919 21.000 73.1739 
6.125 106.4196 9.125 98.3914 12.125 91.1048 15.125 84.4813 18.125 78.4517 21.125 72.9547 
6.250 106.0692 9.250 98.0736 12.250 90.8161 15.250 84.2187 18.250 78.2124 21.250 72.7364 
6.375 105.7202 9.375 97.7570 12.375 90.5286 15.375 83.9571 18.375 77.9741 21.375 72.5190 
6.500 105.3726 9.500 97.4417 12.500 90.2421 15.500 83.6965 18.500 77.7366 21.500 72.3023 
6.625 105.0264 9.625 97.1277 12.625 89.9568 15.625 83.4369 18.625 77.5001 21.625 72.0865 
6.750 104.6817 9.750 96.8150 12.750 89.6727 15.750 83.1783 18.750 77.2645 21.750 71.8715 
6.875 104.3384 9.875 96.5035 12.875 89.3896 15.875 82.9208 18.875 77.0297 21.875 71.6573 
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D. SAMPLE OF BID FORM 

 

 
RESERVE BANK OF MALAWI 

BID FORM FOR 3-YEAR BOND ISSUE RBM-3YB 1/06-2011 

 
NAME OF BIDDER: .………………………………………………………………………………………………………………………...……………………………………………………………. 

MAILING ADDRESS: ………………………………………………...……………………………………………………………………………………………….…... 

…………………………………………………………………….…………………………………………………………………….………………………………………… 

FAX NO.: ………………………...…………… TEL NO.: ……………...……………...…………………………………………………..…... 
 
Auction Date: ……………………………………………………... Settlement Date: ………………………………….….………………………. 

Bidder’s Bank: ………………………………………………….. Settlement A/C No.: ………………………….…………………………… 

Branch: ………………………………………………………………….  

 
 

BID 
NUMBER 

AMOUNT APPLIED FOR 
(MK) 

BID PRICE BID 
NUMBER 

AMOUNT APPLIED FOR 
(MK) 

BID PRICE 

1   6   

2   7   

3   8   

4   9   

5   10   

 
Upon being successful I/we hereby authorize my/our banker to debit our indicated settlement account. The amount to be debited 
will be the cost of the bonds awarded to us. 
 
 
 
 
 
Authorized signatory (ies) ………………………………………..………………….   ……………………………………………...………………………………. 
 
Mail or fax to: The Director, Financial Markets, Reserve Bank of Malawi, P.O. Box 30063, Capital City, Lilongwe 3; Fax No.: 

01772219 


