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Total money supply (M2) ilNovembe 2009
declined $1.6 millionto $€86.9 million
following an $18.2 million hike in the
previous month This month’s contraction
reflected entirely a 3percentdrop in net
foreign assets which wasartially offset by a
2 percent increase in n@ébmestir assets. (See
Table 1 and Graph 1.)
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Net foreign assetsiropfed $9.0 million to
$293.5 million in Noverher 200Sbut was 49
percent ($96.2 million) higher than in
November 2008. Thecontracton in net
foreign reserves wasainly due to decreases
of $6.2 milion and $4.6 million in
commercial banks and€entral Bank’snet
foreign assets respectivel. Net foreign
reserves held by th®linistry of Financi on
the other handwent up by $28 million
during the month.

Net domestic asse{diDA) on the other hand
registered a $7.4nillion increase to $393.5
million in the month under revie, a level that
was however, 9 perce(#37.8 million) lower
than inthe same montla year earlier. This
month’s expansionin NDA was due to
increases of $2.7 millioand 4.7 million on
domestic credit and“other items, net
respectively. Theexpanion in the former
represented a $2.1million drop in
Government’s net position with the monet
system, in addition to a0% million increase
in claims on the private sector and pul
institutions combinedin the month unde
review. The contraction in “other items, n,
was due to a drom other domestic liabilitie
of the banking system during the mo

Total bank credit disbursed to the priv
sector edged up $0rillion to $€28.5 million
in the month under reviereflecting a $10.1
million increasdn bank credit tcthe business
sector, whichwas partiall' offset by a $9.9
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million drop in claims outstanding with
private households. Similarly, commercial
bank loans disbursed to public institutions,
edged up $0.5 million to $73.1 million in
November 2009. (See Graph 2).
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Total commercial bank credit to the private
sector and public institutions combined
therefore, at end November 2009, rose (by
$0.6 million) to $701.6 million to a level, 2
percent ($12.5 million) higher than in the
same month last year. On an annual average
basis, however, credit growth continued to
slow down to 6.6 percent in the month under
review from 7.4 percent at end October 2009.

The sectoral analysis of commercial bank
loans to the private sector and public
institutions combined largely reflected a $7.3
million jump in claims to the “transportation
and communication” with moderate increases
recorded for “building and construction” (up
$1.8 million), “manufacturing” (up $1.0
million), “agriculture” (up $0.3 million) and
“other activities” (up $0.1 million) industries.
These were almost offset by decreased credit
extended to “trade” (down $7.1 million),
“electricity” (down $2.7 million) and
“professional and business services” (down
$0.2 million) sectors during the month under
review.

The lower level of money supply (M2) in
November 2009 reflected entirely a $7.5

million drop in quasi-money which more than
outweighed a $5.9 million increase in narrow
money (M1). (See Graph 3.)
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The decrease in quasi money was due largely
to a $5.7 million drop in time deposits with
moderate declines of $1.6 million and $0.3
million in foreign currency deposits of
residents. and savings deposits respectively,
in November 2009.

The expansion in narrow money (M1), on the
other hand, was driven entirely by a
significant $9.4 million increase in demand
deposits which more than offset a $3.5
million decrease in currency outside banks
during the month.

Reserve money declined 1 percent ($1.4
million) to $188.4 million in November 2009,

but was 60 percent ($71.0 million) higher
than in the same month last vyear.
Contributing entirely to this month’s decrease
was a $3.4 million drop in commercial banks’
demand deposits with the Central Bank which
were partially offset by increases of $1.6
million and $0.4 million in Statutory reserves
of commercial banks and currency in

! Reserve Money comprises of currency in circulation,
statutory reserve deposits (SRD) and demand dspafsit
commercial banks with the CBS.
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circulation respectively during the month.
(See Graph 4.)
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Following a $15.7 million surge in the

previous month, commercial banks’ total
liquidity, rose by another $1.8 million in

November 2009. This month’s expansion
reflected entirely a 56 percent jump in

commercial banks’ holdings of vault cash
which more than outweighed 3 percent drop
in their excess reserves at the Central Bank.
On the other hand, commercial banks’
investments in CBS securities remained
unchanged at $27.50 million, as it was in the
previous six months.

And, at $101.9 million, commercial banks’
excess reserves, was comfortably well above
their preferred minimum working balance
level of $15.0 million. (See Graph 5.)
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A $3.4 million drop in commercial banks’
excess reserves with the Central Bank, was
due largely to a $6.7 million drop in ANZ
excess liquidity with a relatively smaller
decrease of $1.0 million in that of SCB bank.
These contractions were partially offset by
$3.2 million and $1.1 million increases in
WESTPAC’s and SCB’s demand deposits
with CBS in the month under review.

iid

The total outstanding amount of CBS
securitie$ at end November 2009 continued
to remain at $27.50 million as efforts by the
CBS to encourage lending continues. This
mainly reflected $18.0 million worth of CBS
securities that matured during the month
under review with $18.0 million worth of new
bills issued to commercial banks. This
followed $14.0 million worth of new short-
term securities consisted of the 28-days and
56-days securities issuing $4.0 million each,
while the 14-day paper handed out $6.0
million. The benchmark 91 day-security
accounted for the remaining $4.0 million of
the new issues in the month under review.

The total outstanding amount of CBS
securities at end November 2009, therefore,
was spread among the 14-day ($3.0 million),
28-day ($4.0 million), 56-day ($8.0 million)
and 91-day ($12.5 million) maturities. As a
result, the structure of securities outstanding
in the month under review, significantly
change from that of a year earlier. In
particular, the current outstanding amount for
the 91-day paper accounted for 50 percent, up
from 34 percent share in November 2008.
This was followed by the 56-day bill, with 29
percent of this month’s outstanding securities
up from 26 percent in November last year.
The 28-day and 14-day papers on the other
hand recorded 14 percent and 11 percent

2 Outstanding securities are quoted at their faceeval
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shares respectively in November 2009; down
from 23 percent and 17 percent in that order
in the same month a year ago. (See Graph 6a
and 6b).
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Graph 6b
Type of Securities as percentage of Total Outstandi _ng
November 2008
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With monetary policy maintaining its easing
stance, the overall official interest rate
dropped further by another 16 basis points to
0.39 percent in November 2009. (See Graph
6cC.)
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ANZ continued to be the largest provider of
credit to the private sector and public
institutions combined, although its share
continued to slip to 40.5 percent from 41.0
percent in the previous month and 42.8
percent in the same month a year ago. This
was followed by WESTPAC with its share
edging down to 28.4 percent from 28.5
percent in October 2009 and 29.3 percent in
November 2008. NBS followed with its share
also declining from 15.3 percent and 15.5
percent in the previous month and November
2008 respectively, to 15.2 percent in
November 2009. The respective losses of
these three banks were absorbed by SCB with
its ratio of total loans in November 2009,
increasing to 16.0 percent from 15.2 percent
in the previous month and 12.4 percent in the
same month a year earlier. (See Graphs 7a, 7b
and 7c.)
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On deposits, ANZ also continued to account
for bulk of the commercial banks’ total
deposits although its share declined to 42.8
percent from 43.2 percent in October 2009
45.0 percent in  November  2008.
WESTPAC's ratio, also edged down to 23.6
percent from 23.7 percent in the previous
month, but higher than 23.0 percent share in
November last year. The loss in the above
mentioned banks were absorbed by SCB
bank, with its share of total deposits rising to
17.9 percent from 17.4 percent in October
2009 and 15.5 percent in November 2008.
NBS’ share (15.7 percent) on the other hand,
remained the same as that in October 2009
and lower than 16.5 percent ratio in
November 2008(See Graph 7d, 7e and 7f.)
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Consequent on the easing monetary policy
stance, commercial banks' interest rates
continued their downward trend in November

2009, whereby, the weighted average deposit
rates dropped another 25 basis points to 3.77
percent. On the other hand, the weighted
average lending rates rose only 2 basis points
to 11.67 percent in November 2009. And,

with deposit rates falling faster than lending

rates, the commercial banks’ interest rate
spread widened 27 basis points to 7.90
percent. (See Graph 8.)
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The drop in the weighted average deposit
rates of the commercial banks in the month
under review saw ANZ'’s average deposit rate,
which was the lowest during the month fell
another 43 basis points to 2.37 percent. NBS
recorded the highest weighted average deposit
rate, although it fell by 13 basis points to 5.33
percent in November 2009, while Westpac
deposit rate dropped another 30 basis points
to 4.41 percent. SCB’s weighted average
deposit rate on the other hand, rose 7 basis
points to 4.89 percent from 4.82 percent in the
previous month’s rate.

On the other hand, the increase in the overall
weighted average lending rate in November
2009 was mainly due entirely to a 9 basis
points increase in lending rates by ANZ to
11.08 percent. This, more than outweighed
decreases in SCB and Westpac banks interest
rates by 6 basis points to 12.47 percent and 4
basis points to 11.50 percent respectively
during the month. NBS bank’s weighted
average lending rate on the other hand,
remained the same as it was in October 2009
at 12.72 percent. Although increased during
the month, ANZ offer the lowest lending rate
while NBS charged the highest in November
2009. (See Table 2.)

With the exerted pressure by the current

monetary policy stance to stimulate demand

for credit, some marked changes as registered
in the previous month on the overall structure

of commercial banks’ interest rates were also

recorded in November 2009.

After a drop in the previous month on the
lending side, a slight rise to 56 percent of total
commercial banks’ loans outstanding in
November 2009 were charged at interest rates
within the 11.00 — 13.99 percent range; from
55 percent in October 2009 but much lower
than 63 percent in November last year. As it
was in the previous month, this was taken up
by interest rates between 9.00 — 10.99
percent, which accounted for 24 percent in the
month under review although slightly lower
than 25 percent in October 2009 but much
higher than 7 percent in November 2008.
Loans disbursed by commercial banks within
the 14.00 — 16.99 percent interest rate band,
accounted for 9 percent; the same as it was in
October 2009 and much lower than 14 percent
in November last year. The share of loans that
were charged at interest rates above 17
percent also remained at 3 percent from the
previous month; but lower than 5 percent in
November a year ago. The rest (8 percent) of
outstanding bank credit in the month under
review were charged at interest rates ranging
from 0.00 to 8.99 percent; the same as 8
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percent in the previous month but lower than 35 percent in the previous month and
10 percent share in the same month last year. November 2008 respectively. The gain on the
(See Graph 9a.) latter saw the 7.00 — 9.99 percent range
dropped further to 16 percent from 19 percent

$ < 1% & 44 in the previous month and 36 percent in
November last year. On the other hand, the
I 4.0-6.99 percent range share remained at 26

] 50 percent as it was in the previous month
o1 percent ratio but higher than its 21 percent
share in November 2008. (See Graph 9b).
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On deposits, there were also some significant &
changes in the shares of different interest rate

bands in November 2009. " H }
In particular, the share of the interest rate CHNC IR I B I B
brackets (10 percent and above), that was A A
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introduced two years ago to attract more
deposits, remained at 4 percent as that in the
previous four months, and was down
significantly from its 8 percent share in
November 2008. Bearing the easing force of
the current monetary policy stance, the share
of deposits at the higher-end of the interest
rate spectrum over the year lost to the lower () +.%)$)
end. In particular, the lowest interest rate B 2
spectrum, 0-3.99 percent range, absorbed '
more than a half (54 percent) of total deposits

in November 2009; up from 51 percent and




