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CAPITAL MARKETS
What are capital markets?
Capital markets are a sub-sector of financial markets. They are markets for
long-term (more than one year) investments. In capital markets, individuals
and institutions buy and sell investment products known as financial
securities. The financial securities available in capital markets include:
shares
notes
bonds
Who are participants in capital markets?
Participants in capital markets include:
Suppliers of funds: – These are known as investors and include
individuals and institutions who have savings, which they would
like to invest in financial securities.
Users of funds: – These are known as issuers and include institutions such as Government, Local Governments, companies and
state owned corporations looking for money to finance investment
projects.
Market intermediaries: – These are financial institutions, which
channel savings from individuals and institutions (investors) to
finance investment projects carried out by institutions (issuers).
Who can invest in capital markets?
Anyone, including institutions and individuals of all ages and financial
status can invest in capital markets.
Why invest in capital markets?
Investing in capital markets allows your money to create more money. This
gives you financial security and enables you to build wealth. A good starting
point to invest in capital markets is to develop a saving habit.
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SAVING
What is saving?
Saving is putting money aside, on a regular basis, for a specific purpose. It
is the first step towards wealth creation.
Why save?
Afford financing of assets,
e.g. a house or a motor vehicle.
Build capital for starting a business.
Pay for education.
Prepare for any emergency.
Pay for wedding or holiday expenses.
Avoid unnecessary debt.
Retire comfortably.
How to save
Set aside a specific amount in the same way you set aside money
for rent and utility bills. At least 10 % of any income you receive
should be saved.
Keep savings in any of the following: bank account, pension fund,
insurance policy, mobile money wallet, or group/village savings
and loans associations.
Save regularly and let the savings grow. Do not withdraw money to
spend for a purpose that is not in line with your saving goal.
Saving tips
Have a specific saving goal.
Save within your budget and wealth building plan.
Save first and spend what remains.
Start saving early in life although it’s never too late.

04

INVESTING
What is investing?
Investing is making your money grow and building wealth. Investing
involves using your savings to buy income-earning assets such as shares,
bonds, real estate/property or starting a business.
I saved MK 5,000
every month
for 10 years

I invested MK 5,000
every month for
10 years

Why invest?
Investing allows you to achieve your financial goals in life. Your money
begins to work for you as it generates additional income and/or increases
in value.
Where to invest
You can invest in a number of assets such as:
Financial assets
shares
notes
bonds
unit trusts
insurance policies
treasury bills
term deposits
Physical assets
real estate/property
commodities
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How to invest
Define specific investment goals such as a down payment on a
house, paying for education, establishing or expanding a business.
Estimate the amount of money you need to attain the investment
goal.
Choose where to invest by evaluating which investment option will
grow your money to meet your goals.
Regularly assess progress on your investment to ensure it is on
track to attain your investment goals.
Investment advice
The choice of investment among the different investment products
available in the capital market, depends on the following:
your investment objective
when will you need the money
the level of risk you are willing to accept
For simple investments that offer interest, you simply compare the
interest rates per annum and make a choice.
The best investment is the one that offers a higher income (also
known as return) after tax. The rate of return should be above the
rate of inflation (general increase in price of goods and services).
Investments have a certain level of risk. It is advisable to seek
investment advice from a registered investment advisor.
Tips
Diversify your investments! Do not put all your eggs in one basket!
Beware of fraudsters sending electronic or mobile invitations to
make easy money or earn unbelievably high investment income.
Deal with licensed financial institutions!
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INVESTING IN SHARES
What is a share?
A share is a representation of ownership
in a company. When you buy shares of a
company, you become a part owner
(shareholder) of that company.
A share is also known as stock or equity.
Who issues shares and why?
Companies and state owned corporations issue shares to raise money from
capital markets. They invite the public to buy shares in the company or the
state owned corporation. The money raised is used to finance investment
projects.
Who can buy shares?
Anyone can invest in shares. The smallest number of shares you can buy to
become a shareholder is only one share.
Proof of ownership of shares
When you buy shares, a record of your shareholding is maintained in a
Central Securities Depository (CSD) account at the Reserve Bank of
Malawi (RBM). You can request for a statement of your shareholding from the
Central Securities Depository at any time through your Broker or Custodian.
Paper share certificates as proof of ownership of shares in a company are
no longer issued.
How to invest in shares
Shares are bought from a company or state owned corporation that is selling its shares to the public for the first time. You can also buy shares from
an existing shareholder selling shares owned in a company. Shares are
bought and sold on a market called a Stock Exchange through agents called
Stock Brokers. You can invest in shares through a Stock Broker, Portfolio
Manager or Collective Investment Scheme.
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1) Buying shares through a Stock Broker
1. Choose a Broker.

2. Open brokerage
and Central
Securities Depository
accounts at no fee

3. Choose shares or
ask Broker for advice.

6. Record of
ownership of
shares is maintained in CSD
account at RBM.

5. Broker places
order on the stock
market. Shares
bought!

4. Deposit money for
shares into Broker’s
client account at a
licensed commercial
bank.

Apart from paying for the price of the shares, the following charges
apply:
The Broker charges a fee based on the value of shares bought or
sold as follows:
2.0 % for trade value of less than K50,000
1.5 % for trade value of K50,001 to K100,000
1.0 % for trade value greater than K100,000
Value added tax is charged on top of the brokerage fee.
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2) Buying Shares through a Portfolio Manager
Portfolio Managers manage investments on behalf of individuals or
institutions. You can invest in shares through a Portfolio Manager as
follows:
1. Choose a
Portfolio Manager.

2. Open investment
and CSD accounts
at no fee. Sign an
investment agreement form.

3. Choose shares or
ask Portfolio Manager
for advice.

6. Record of ownership of shares
maintained in CSD
account at RBM.

5. Portfolio
Manager deals
with a Broker who
places order on
the stock market.
Shares bought!

4. Deposit money for
shares into
Portfolio Manager’s
client account at a
licensed commercial
bank

Portfolio Manager
sends regular
statements
showing value of
your investment.
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The minimum initial investment amount accepted by Portfolio Managers
varies but ranges from K200,000 to K1 million. Smaller amounts paid
in, regularly, thereafter are acceptable. The Portfolio Manager charges
investment management fees that vary from one Portfolio Manager to
another. However, the fees may range from 0.50 percent to 1.50 percent
of the value of the money invested.
3) Buying Shares through a Collective Investment Scheme
Collective Investment Schemes gather money from individuals and
institutions and invest it as a pool of funds in different types of investment products, including shares. Any income (interest, dividends,
capital gain or profit) earned from the investments is shared among
the investors in accordance with each investor’s proportion of money
invested in the Collective Investment Scheme. You can invest in shares
through a Collective Investment Scheme that invests its pooled funds in
shares as follows:
1. Contact a Collective
Investment Scheme.
Choose type of fund
with investment in
shares. Open a fund
account at no fee

2. Deposit money
for investment into
Collective Investment
Scheme’s client
account at a licensed
commercial bank.

3. Your money
together with money
from other investors
will be collectively
invested in shares
and other financial
investments.

The Collective
Investment Scheme
sends regular statements showing value
of your investment as
an individual.
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The minimum investment amount is K50,000 but you can, regularly,
top up on your investment with amounts of not less than K30,000. Fees
charged by the Collective Investment Scheme depend on type of fund
you have invested in. Initial fees are negotiable but range from 0.00 % to
4.0 % for each investment amount deposited. Annual service fee ranges
from 1.15 % to 3.0 % of value of investment income.
Benefits of investing in shares
When you own shares in a company, you are entitled to receive
part of the profit made. This payment of profit to shareholders is
called a dividend. For example, if AB Company declares a dividend
of K2.00 per share and you own 400 shares, you will receive a
dividend payment of K800.00 (400 shares x K2.00 = K800.00).
When the share price of a company increases, the value of your
investment increases. The increase is called a capital gain and it is
realized when you sell your shares. For example, if you buy shares
of AB Company at K9.00 per share and you sell at a share price
of K16.00, your capital gain is K7.00 per share (K16.00 - K9.00 =
K7.00.
Shares have value in money terms and can be used as security
(collateral) to obtain a loan from a financial institution. The value
of the shareholding is determined by multiplying the number of
shares held by the current price of the share. For example, if you
hold 1,000 shares of AB Company and the current price per share
is K25.00, the value of your shareholding is K25,000.00 (1,000
shares x K25.00 = K25,000).
As a shareholder, you are entitled to vote at the company’s Annual
General Meeting on key decisions on how the company is managed.
You participate in company decisions, such as rights issue, bonus
issue and share splits, which increase number of shares you hold in
the company.
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Risks of investing in shares
When the share price of a company falls, the value of your investment decreases. The decrease is called a capital loss and it is
realized when you sell your shares. For example, if you buy shares of
AB Company at K19.00 per share and sell at a share price of K16.00,
your capital loss is K3.00 per share (K16.00 – K19.00 = – K3.00).
A company does not always pay dividends to shareholders. For
instance, no dividend could be declared if a company makes a loss
or when a profit is made, but shareholders agree that profits be
re-invested to grow the business.
In the event of a company closing down, shareholders are paid after
all who are owed money by the company are paid.

Tips
Buy shares when the price is low and sell when the price is high.
Buy shares regularly to grow your shareholding.
Buy shares in different companies to minimize risk.
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INVESTING IN NOTES AND BONDS
What are notes and bonds?
Notes and bonds are debt, borrowed
by Government, Local Governments
(such as cities, districts or towns),
state owned corporations, or a company.
The money is borrowed from the public (individuals and institutions). It is
used to finance investment projects.
When you buy or invest in a note or bond you are lending money to the
Government, Local Governments, state owned corporation or company.
The institution that has borrowed the money is called an issuer and is said
to have issued a note or a bond.
The issuer of a note or bond promises to pay interest (coupon) on the
debt at a specified rate and intervals (coupon dates) until the note or bond
becomes due (maturity date). When the note or bond matures, the issuer
pays back in full the amount borrowed.
What are the differences between notes and bonds?
A note is a debt that will be paid back within a period of more than
one year to 10 years.
A bond is a debt that will be paid back in a period of more than 10
years.
When the Government borrows, the debt is called a Treasury Note
or Bond.
When Local Governments borrow, the debt is called a Municipal
Note or Bond.
When a state owned corporation or a company borrows, the debt is
called a Corporate Note or Bond.
How to invest in notes and bonds
Notes and bonds are a good option for diversifying your investment holdings. Anyone can invest in notes or bonds. The minimum amount one can
invest in a note or bond varies.
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You can invest in notes and bonds in the following ways:
When issued for the first time by a Government, Local Governments, state owned corporation or a company.
When an existing holder (lender) of a note or bond is selling it. This
is done in the same way as buying shares through:
a Stock Broker
a Portfolio Manager
a Collective Investment Scheme
Benefits of investing in notes and bonds
Periodic coupon payments offer steady flow of income.
A note or bond can be used as security (collateral) to obtain a loan
from a financial institution.
In the event of a company closing down, note or bond holders are
paid before shareholders.
Risks of investing in notes and bonds
Changes in interest rates affect the price of a note or bond.
You lose money if issuer defaults on payment of coupons or
principal.
Tip
Re-invest coupons received to grow your income.

INVESTING FROM ABROAD
Malawians living abroad or foreign nationals can invest from any country
they reside in. The investment can be made through any of the following:
Stock Broker
Portfolio Manager
Collective Investment Scheme
The process is the same as that for resident Malawians. However, investment funds to be remitted from a foreign bank account to a Stock Broker,
Portfolio Manager or Collective Investment Scheme bank account in Malawi
must be registered with the Reserve Bank of Malawi for purposes of foreign
inflows and outflows monitoring.
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HOW CAPITAL MARKETS WORK
Capital markets are made up of primary markets and secondary markets.
Primary capital markets
This is where companies and state owned corporations sell shares to the
public for the first time through a process called Initial Public Offering (IPO). It is
also the market where Government, Local Governments, companies and state
owned corporations issue notes and bonds to the public for the first time.
How primary markets for shares, notes and bonds work
Raise finance by issuing shares, notes or bonds
Raise finance by issuing notes or bonds

Government

Local Government

Institutions

Individuals

Portfolio Managers

Companies and State
owned Corporations

Collective Investment
Schemes

Provide capital by investing in shares, notes or bonds

In the primary market, investors buy shares, notes and bonds directly from the
issuer through banks.
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Secondary capital markets
This is where investors who bought shares, notes and bonds sell them to other
investors in order to cash in from the investment. This is done for many
reasons, including to spend on education, medical bills or to invest in a different
type of investment. For example:
Buy shares in a different company.
Buy a different note or bond.
Invest in property.
Invest in a business venture.
How secondary markets for shares, notes and bonds work

In the secondary market, investors buy and sell shares, notes and bonds at a
Stock Exchange through Stock Brokers.
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SHORT-TERM FINANCIAL INVESTMENTS
The money market
The money market is another sub-sector of the financial market where shortterm (less than one year) investments are made. Investment products available
in money market include Treasury Bills, Commercial Paper and Term Deposits.
Treasury Bills: – This involves Government borrowing money from
individuals and institutions to be repaid with interest within a period of one
year. The duration of Treasury Bills are 91 days, 182 days and 364 days.
Treasury Bills are auctioned every week on Tuesdays. An auction notice is
issued by the Reserve Bank of Malawi, which acts as an agent for the Government. The notice is published in the local newspapers.
Anyone can invest in Treasury Bills. The minimum amount of money that
can be invested in Treasury Bills is K10,000. Those who intend to invest in
Treasury Bills (also called bidders) have to submit their bids through their
respective banks. When bids are successful, money is debited automatically
from the bidder’s bank account on the settlement date, which takes place
every week on Thursdays.
Commercial Paper: – This involves companies borrowing for a period of
less than 1 year. Investment in commercial paper is done through Portfolio
Managers and Investment Banks arranging for the borrowing of the money
on behalf of the company. The duration of Commercial Paper varies
depending on the needs of the borrowing company.
Term Deposits: – Financial institutions (largely banks, microfinance
institutions and financial cooperatives) receive deposits. They enter into an
agreement with a depositor who intends to save money for a fixed period
at an agreed interest rate. This is done through fixed deposit or call deposit
accounts.
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IMPORTANT INFORMATION
DEMATERIALIZATION OF SHARE
CERTIFICATES

UNCLAIMED DIVIDENDS

Do you have paper share
certificates?
You have to change your physical
share ownership record to an electronic record through a process called
dematerialization.
1. Contact a licensed Stock
Broker or Custodian and
complete a CSD Account
Opening Form and a Dematerialization Authorization form.
2. Submit the two forms
together with the physical
certificates to the CSD through
the Broker or Custodian.
3. The Broker or Custodian will
make a copy of the
declaration form, stamp it, and
then give it to you for your
record.
4. The CSD will cancel the
physical certificates. You will be
issued with a printed statement
of your shareholding through
the Broker or Custodian.

Do you no longer receive dividend
payments declared by the company
you hold shares in?
The reason may be outdated contact
details in the share register due to the
following:
You might have changed
your contact address without
notification hence your dividend
cheques are sent to your old
address.
You might have given incorrect
bank account details.
Contact any Stock Broker or the
company you bought shares in, and
you will be directed to the Transfer
Secretary who manages the share
register. Provide the Transfer Secretary with your current contact details
and bank account details. When dividend is declared, you will receive your
dividend through your bank account.
All unclaimed dividends will be credited to your bank account.
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FREQUENTLY ASKED QUESTIONS
1. What can I do if my paper share certificate was lost, stolen or destroyed?
Report to the Police and obtain a Police report. Contact any Stock Broker
or the company you bought shares in, and you will be directed to
the Transfer Secretary who manages the share register. Submit the
Police report to the Transfer Secretary, and you will be issued with
new ownership documents, which you can then use for dematerialization.
2. What happens to the shareholding of a deceased person?
Ownership is transferred to beneficiaries nominated in a will. In
the absence of a will, an intended beneficiary must present a death
certificate through a lawyer to the High Court (Probate Section)
and apply for letters of administration. Once granted, these documents are presented to a Stock Broker who processes the transfer of
ownership.
3. Can one buy shares for minors?
You can buy shares in the name of minors, but these shares will be
held in trust by the person buying the shares or a person appointed
by the buyer until the minors reach the age of 18.
4. If I want to buy or sell shares, will there be someone ready to sell
or buy?
There may not always be a ready seller or buyer. Sometimes there
may be a ready seller or buyer but at a mismatch of buying and
selling prices. However, a seller or buyer at a matching price eventually becomes available.
5. How can I buy or sell shares when I live very far from a Stock Broker, a Portfolio Manager or a Collective Investment Scheme?
You can also transact with a Stock Broker, a Portfolio Manager or a
Collective Investment Scheme through telephone or email.
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6. What is a rights issue?
A rights issue is a way of raising finance from existing shareholders
instead of the general public. The company gives existing shareholders a right to buy new shares proportionate to their existing shareholding. For example, a 2 to 5 rights issue means that an existing
shareholder can buy 2 extra shares for every 5 shares already owned.
The price at which the new shares are issued is usually less than the
prevailing market price. Shareholders are not mandated to exercise
this right. New shareholders have the opportunity to buy shares from
shareholders that have not exercised their right.
7. What is a bonus issue?
This is an offer of free additional shares to existing shareholders. A
company may offer free shares as an alternative to a dividend payment. For example, a company may give 2 bonus shares for every 5
shares held. A shareholder may sell the bonus shares to meet his/her
need for cash.
8. What is a share/stock split?
In a share/stock split, a company divides its existing shares into a ratio
of 2 for 1 or 3 for 1, for example. This implies that existing shareholders
will have two or three shares for every share previously owned, but
value of shareholding is unchanged.
9. What is a reverse share/stock split?
In a reverse share/stock split, a company reduces existing shares
by a ratio of 1 for 5 or 1 for 10, for example. This implies that existing
shareholders will have one share for every 5 or 10 shares previously
owned, but value of shareholding is unchanged.
10. When I buy shares, can I keep buying more shares in the same
company?
You can keep buying more shares in the same company but keep in
mind that you need to diversify your investments. Do not put all your
eggs in one basket!
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11. What determines the price of shares?
The financial performance of a company and any developments
around it give an indication of future profitability of that company.
If the public feels the company will perform well, there will be high
demand for its shares and price of the share will go up because
there will be less shareholders willing to sell. On the contrary, if the
public feels the company’s performance will be poor, there will be low
demand for its shares and share price will go down because there will
be more shareholders willing to sell.
12. How is my investment in the capital markets protected?
The Registrar of Financial Institutions (Governor of the Reserve Bank
of Malawi), appointed by law, regulates and supervises all capital markets institutions in order to protect investors in the capital markets.
This involves licensing, making and enforcing rules for institutions
operating in the capital markets. In addition, Malawi Stock Exchange
has rules governing conduct of trading activities, Stock Brokers’
operations, and dissemination of important company information to
investors by issuers.
13. What is the meaning of face value, par value or nominal value?
This is the amount paid to the note or bond holder at maturity.
14. Will I pay tax on my investment income?
There is 20 % withholding tax deduction on interest income earned
on financial investments and 10 % withholding tax deduction on
dividend. There is 30 % capital gain tax on shares sold if the shares
have been held for a period of less than 1 year. If the shares have been
held for a period of more than 1 year, there is no tax applicable on the
capital gain.
15. Where can I lodge a complaint about my investment?
You first have to lodge a complaint with the concerned financial
institution. If you are not satisfied with the resolution, you can lodge a
complaint with the Registrar of Financial Institutions.
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IMPORTANT CONTACTS
Stock Brokers/Investment Advisors
Alliance Stockbrokers Limited
Old Air Malawi Building, Robins Road
P O Box 510
Blantyre
Tel: +265 (0)1 830 704
E-mail: tsaulosi@aclmw.com
Cedar Capital Limited
4th Floor, Livingstone Towers, Glyn Jones Road
P O Box 3340
Blantyre
Tel: +265 (0)1 831 995
E-mail: kamphonia@cedarcapital.mw
Web: www.cedarcapital.mw
Continental Capital Limited
1st Floor, Unit House, Victoria Avenue
P O Box 1444
Blantyre
Tel: +265 (0)1 830 638
E-mail: kmmadi@continental.mw
kzulu@continental.mw
Stockbrokers Malawi Limited
1st Floor, NBM Towers, Hannover Avenue
P O Box 31180
Blantyre 3
Tel: +265 (0)1 822 792 / 803 / 1 836 213
E-mail: noel@smlmw.com
david@smlmw.com
kondwani@smlmw.com
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Portfolio Managers/Investment Advisors
Alliance Capital Limited
Old Air Malawi Building, Robins Road
P O Box 510
Blantyre
Tel: +265 (0)1 830 704/5
+265 (0)1 773 909
E-mail: info@aclmw.com
Web: www.alliancecapitalmw.com
Continental Asset Management Limited
1st Floor, CDH House, 5 Independence Drive
P O Box 1444
Blantyre
Tel: +265 (0)1 821 300
E-mail: info@continental.mw
gkachikondo@continental.mw
NBM Capital Markets Limited
1st Floor, NBM Towers, Hannover Avenue
P O Box 1438
Blantyre
Tel: +265 (0)1 831 177 / 179
E-mail: nbmcapital@natbankmw.com
NICO Asset Managers Limited
Chibisa House, 19 Glyn Jones Road
P O Box 3173
Blantyre
Tel: + 265 (0)1 832 085 / 086
E-mail: invest@nicoassetmanagers.com
Web: www.nicoassetmanagers.com
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Old Mutual Investment Group Limited
Old Mutual Building, 30 Glyn Jones Road
P O Box 393
Blantyre
Tel: +265 (0)1 820 677 / 1 821 718
E-mail: omiginvest@oldmutual.co.mw
mmikwamba@oldmutual.co.mw
Web: www.oldmutual.co.mw/corporate/omig
Transfer Secretaries
First Capital Bank Transfer Secretary
Livingstone Towers, Sir Glyn Jones Road
Private Bag 122
Blantyre
Tel: +265 (0)1 823 720 / 1 821 942 / 943
E-mail: Tony.Roka@fmbmalawi.com
NBM Transfer Secretary
NBM Towers, Hannover Avenue
P O Box 945
Blantyre
Tel: +265 (0)1 820 622
E-mail: legal@natbankmw.com
NICO Transfer Secretary
Chibisa House, 19 Glyn Jones Road
P O Box 3173
Blantyre
Tel: +265 (0)1 832 085 / 086
E-mail: invest@nicoassetmanagers.com
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Standard Bank Transfer Secretary
Kaomba Centre, Corner of Victoria Avenue & Sir Glyn Jones Road
P O Box 1111
Blantyre
Tel: + 265 (0)1 820 144
+ 265 (0)9 999 015 600
E-mail: Wilson.Kuyokwa@standardbank.co.mw
Custodians
NBM Custody Services
National Bank of Malawi, NBM Towers, Hannover Avenue
P O Box 945
Blantyre
Tel: +265 (0)1 824 755
E-mail: nbmsecurities@natbankmw.com
Standard Bank Custody Services
Kaomba Centre, Corner of Victoria Avenue & Sir Glyn Jones Road
P O Box 1111
Blantyre
Tel: + 265 (0)1 820 144
+ 265 (0)9 999 015 600
E-mail: Wilson.Kuyokwa@standardbank.co.mw
Collective Investment Scheme
Old Mutual Unit Trust Company (Malawi) Limited
Old Mutual Building, 30 Glyn Jones Road
P O Box 393
Blantyre
Tel: + 265 (0)1 820 677
E-mail: unittrust@oldmutual.co.mw
jmhura@oldmutual.co.mw
Web: www.oldmutual.co.mw
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Stock Exchange
Malawi Stock Exchange
Old Reserve Bank Building
Victoria Avenue
Private Bag 270
Blantyre
Tel: + 265 (0)1 824 233
E-mail: mse@mse-mw.com
info@mse-mw.com
Web: www.mse.co.mw
Central Securities Depository
The Director
Financial Markets Department
Reserve Bank of Malawi
Convention Drive
P O Box 30063
Capital City
Lilongwe 3
Tel: +265 (0)1 770 600
+265 771 600
E-mail: rwiyo@rbm.mw
nmalala@rbm.mw
Web: www.rbm.mw
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REGISTRAR OF FINANCIAL INSTITUTIONS
General enquiries
The Director
Capital Markets and Microfinance Supervision Department
Reserve Bank of Malawi
10 Hannover Avenue
P O Box 565
Blantyre
Tel: +265 (0)1 820 299 / 444
E-mail: lssinoya@rbm.mw
dmphande@rbm.mw
Web: www.rbm.mw

Complaints handling
The Director
Financial Sector Regulation Department
Reserve Bank of Malawi
10 Hannover Avenue
P O Box 565
Blantyre
Tel: +265 (0)1 820 299 / 444
E-mail: gchioza@rbm.mw
mchamba@rbm.mw
complaints-handling@rbm.mw
Web: www.rbm.mw
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