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ABSTRACT

This research presents a comprehensive analysis of Zimbabwean commercial
banks potential sources of liquidity risk after the country adopted the multiple
currency exchange rate regime (March 2009 to December 2012). A survey
research design and documentary analysis were used. Based on the results,
commercial banks had problems in sourcing funds. Sources of funds were
mainly transitory deposits with little coming from treasury activities, interbank
activities and offshore lines of credit. There was no lender of the last resort
function by the Reserve Bank of Zimbabwe. Some banks struggled to raise the
minimum capital requirements. After the dollarisation of the economy,
progressively commercial banks took up the lending activity. Locally owned
banks were aggressive while foreign owned banks took a passive stance. The
banks that were aggressive in lending had problems of non-performing loans
especially from the corporate clients, which exposed the banks to liquidity
risk. The other potential source of liquidity risk emanated from liquidity risk
management by the commercial banks. As much as all commercial banks had
comprehensive policies and procedure manuals, some banks were not adhering
to them. In addition some banks violated set risk limits. All these were threats
to liquidity management by commercial banks in Zimbabwe. The main
recommendation of this study is that banks may need to come up with
products and devices that encourage clients to have a savings culture. The
central bank may not need to be too strict or too relaxed but to be moderate
and ensure an enabling regulatory environment. This would facilitate banks to
manage liquidity risk and at the same time protect depositors in any
challenging operating environment.
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INTRODUCTION
The government of Zimbabwe adopted the use of a multiple currency system, which
was adopted on the 30th of January 2009 (Ministry of Finance [MOF], 2009). The system
allowed trade to be conducted using major trading currencies, while settlement in payment
systems however took place in the US Dollar (MOF, 2009; Reserve Bank of Zimbabwe
[RBZ], 2009). The new regime helped restore price stability and restart financial
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