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MONEY SUPPLY

Total money supply (M2)in June 2010
dropped $7.3 million to $726.9 million after a
$13.8 million hike in May 2010. Contributing
mainly to this monthds contraction was a 15
percent drop in netdomestic assets which
more than offset an 18 percent increase in net
foreign reserves. (See Table 1 and Graph 1.)

Table 1 : MONETARY SURVEY
(Amounts in Tala Million)
2009 2010
End of Period June  Dec May  June
1. Net Foreign Assets 24291 33838 31115 36550 (p)
2. Net Domestic Assets 41135 36686 42306 36142
(a) Domestic Credit 60754  566.68 60147  548.64
Government , net 8112 -14954  -13534  -190.63
Non-financial public enterprises 4655 4629 4470 4455
Non- monetary financial institutions 2760 3503 3563 3513
Private Sector 61451 63489 65649  659.59
(b) Other items , net -196.19  -199.82  -17841 -187.22
3. Total Assets = Total Money Supply (M2)| 654.26  705.24  734.21  726.92
(a) Money (M1) 15460 20060 203.39  204.64
(b) Quasi-money 49966 50464 53082 52228
Source : Central Bank of Samoa
(p) Provisional
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Determinants of Money Supply

Net domestic assets (NDA) dropped $61.6
million to $361.4 million during the month
under review and was 12 percent (or $49.9
million) lower than in the same month a year
ago. Pulling down net domestic assets was a
huge $52.8 million drop in domestic credit
and an $8.8 million drop in fiother items, neto.
The former was driven entirely by a
substantial $55.3 million cash surplus in
Governmentos financial operations vis-a-vis
the monetary system which was partially
offset by an expansion of $2.5 millionin
commercial banksb credit to the private sector
and public institutions combine. The higher
net liabilities in fiother items neto, on the other
hand, were due largely to a huge drop in other
commercial bankso fixed assets which more
than outweighed a minor decline in their other
domestic liabilities in June 2010.

Net foreign assetson the other hand, rose
significantly by $54.4 million to $365.5
million in June 2010 and was 50 percent (or
$122.6 million) higher than in June 2009. The
expansion in net foreign reserves in the month
under review reflected largely a $48.6 million
surge in net external assets of the Central
Bank with moderate increases of $5.4 million
and $0.4 million in commercial banks and the
Ministry of Finance net foreign reserves
respectively.
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Credit

The higher level of bank credit in June 2010
was a result of an expansion in claims on the
private sector, which went up $3.2 million to
$656.5 million. This was partially offset by a
$0.7 million declineto $74.6 million in
commercial bank loans disbursed to public
institutions. Underpinning this monthds higher
claims on the private sector were increases of
$2.1 million and $1.1 million to private
households and businesses respectively. (See
Graph 2).
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When combined, total commercial bank credit
to the private sector and public institutions
increased $2.5 million to $731.2 million, 7
percent higher than inJune 2009. As a
consequence, credit growth, on an annual
average basis rebounded to 4.1 percent at end
June 2010, from 4.0 percent in the previous
month.

The sectoral analysis of commercial bank
loans to the private sector and public
institutions combined inJune 2010 showed
increased lending largely to fiprofessional and
business serviceso which increased $10.2
million to $79.0 million. Moderate increases
were also recorded for fiother activitieso (up
$1.2 million), fibuilding and constructiono (up
$0.5 million, fitradeo (up $0.3 million) and
fagriculture and fisherieso (up $0.1 million)
industries. On the other hand, credit extended

to the Aimanufacturingo, fielectricity, gas and
waterd and fitransport and communicationo
sectors, dropped by $9.5 million, $0.3 million
and $0.1 million in that order in the month
under review.

Components of Money Supply

The lower money supply (M2) in June 2010
reflected entirely an $8.5 million drop in
quasi-money which was partially offset by a
$1.2 million increase in narrow money. (See
Graph 3.)
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The bulk in the contraction of quasi-money
was attributed mainly to an $8.4 million drop
in time deposits with a relatively smaller $0.6
million in foreign currency deposits of
residents that more than outweighed a $0.5
million increase in savings deposits in the
month under review.

On the other hand, the increase in narrow
money was attributed mainly to a $1.4 million
increase in demand deposits which was
partially offset by a $0.2 million decline in
currency outside banks in June 2010.
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Reserve Money!

Although reserve money dropped 3 percent
($5.4 million) from the previous month, its
level at $213.3 million inJune 2010 was
$59.0 million higher than in June 2009. The
drop in reserve money in the month under
review reflected largely, lower reserves in the
form of currency in circulation (down $4.3
million) and commercial banksé demand
deposits with the Central Bank (down $1.7
million). This was partially offset by a $0.6
million increase in commercial banksd
statutory reserves with the CBS in the month
under review. (See Graph 4.)
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Commercial Bank Liquidity

Commercial banksd total liquidity inthe
month under review decreased $5.8 million to
$165.3 million, a level that was nevertheless
49 percent (or $54.4 million) stronger than in
June 2009. The contraction in liquidity during
the month under review was driven largely by
a $4.1 million drop in commercial bankso
holdings of vault cash with a moderate $1.7
million decline in their excess reserves with
the Central Bank. The investment by
commercial banksé in CBS securities, on the
other hand, remained unchanged at $27.5

! Reserve Money comprises of currency in circulation,
statutory reserve deposits (SRD) and demand deposits of
commercial banks with the CBS.

million, in accordance with the Central
Bankds monetary policy stance.

Although commercial banksd excess reserves
declined from the previous month to $129.1
million at end of June 2010, this level was
well above their preferred minimum working
balance of $15.0 million on a monthly basis.
(See Graph 5.)
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The decreased level of commercial banksd
excess reserves in June 2010 were explained
by the reductions of $11.2 million and $2.7
million in excess liquidity of ANZ and NBS
banks which were partially offset by gains of
$8.8 million and $3.4 million in WESTPAC
and SCBis excess reserves respectively
during the month under review.

CBS Securities and Official Interest
Rate

The unchanged level of total outstanding of
CBS securitiesto end June 2010 at $27.5
million® revealed the intention by CBS to
encourage commercial banksd lending. Of the
$18.0 million worth of CBS securities that
matured, all of them were rolled over, and
issued to commercial banks. The new
securities issued in the month under review,
therefore comprised of short term maturities
in the form of 14-days ($4.0 million), 28-days

2 Outstanding securities are quoted at their face value.




