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Export revenue picked up 7 percent ($0.2
million) to $2.9 million in December 2007
after decreasing in the previous month. At
this current level, it was 56 percent ($1.0
million) higher than in December 2006.
(See Table 1 and Graph 1.)

The higher export earnings in the month
under review were largely due to increased
export receipts from fresh fish (up $0.2
million) and coconut cream (up $0.1
million). Revenue from both commodities
was boosted from higher volumes traded
overseas during December 2007. On a
smaller scale, soft drinks and taro exports
also recorded increased revenues of $19
thousand and $5 thousand respectively.
These more than offset decreased earnings
from other major export commodities,
particularly re-exports (down $49 thousand)
and beer (down $33 thousand), with the
latter reflecting increased local demand for
the product during the festive season
resulting in a smaller portion of beer
production diverted to the export sector in
December 2007. Other commodities
registering lower revenue in the month
under review were cigarettes (down $14
thousand), nonu juice (down $4 thousand),
Samoan cocoa (down $1 thousand) and
vegetables (down $1 thousand). Absent
from the export scene in December 2007,
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after being exported in the previous month,
were coconuts, nonu fruit, handicrafts and
coconut oil.

Table 1 : Exports, fob

e 2006/07 2007/08 9% change
TalaMn TalaMn over prev.year
Total (July - Dec) 15.63 20.57 32
Average per month 2.61 343 32
October 2.80 379 35
November 3.40 271 -20
December 1.85 2.89 56
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With its increased revenue in December
2007, fresh fish remained the largest export
earner in the first six months of 2007/08
with a 62 percent share that was just above
its 61 percent share in the same period of
2006/07. At second place and further
behind with a 10 percent share was ‘re-
exports’, which was higher than its 6
percent intake in the six months ending
December 2006. Similarly, with a higher
proportion in the period under review was
nonu juice, which brought in 9 percent of
total exports, a little up from its 8 percent
share in the first half of 2006/07. On the
other hand, beer accounted for 7 percent of
total exports in the six months ending
December 2007, much lower than its 10
percent share in the same period of 2006.
Nonu fruit and taro, likewise, contributed
less in the first six months of 2007/08, with
shares of 2 percent and 1 percent
respectively (down from 4 percent and 2
percent in that order in the same period of
2006/07). Coconut cream, “other” exports

and coconuts brought in similar shares of 6
percent, 2 percent and 1 percent
respectively to that in the six months
ending December 2006. Coconut oil, with
its sole shipment earning only $5 thousand
in November 2007, accounted for a
negligible share of total exports in the first
six months of 2007/08. (See Table 2 and
Graph 2.)

Table 2 : Export Composition

2006/07 2007/08 % change 2006/07 2007/08

Composition July -Dec July - Dec over July - Dec July - Dec
TalaMn TalaMn prev.year % shares % shares
Fresh Fish 9.48 12.60 33 61 62
Coconut Cream 1.00 118 18 6 6
Nonu Juice 1.28 1.92 50 8 9
Taro 0.29 0.25 -12 2 1
Beer 156 1.50 -4 10 1
Nonu Fruit 0.54 0.36 -33 4 2
Coconuts 0.21 0.17 -15 1 1
Coconut Ol 0.05 0.01 -91 0 0
Re-exports 0.87 211 142 6 10
Other 0.35 047 34 2 2
TOTAL 15.63 20.57 32 100 100

Graph 2
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After increasing in the previous month,
import payments decreased 14 percent
($7.2 million) to $42.9 million in December
2007. This level was also 2 percent ($1.1
million) lower than that in December of the
previous year.

The lower imports in the month under
review reflected reduced payments for
petroleum (down $5.7 million) and non-
petroleum imports (down $2.2 million). On
the other hand, Government imports rose
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$0.7 million in December 2007. In the first
six months of 2007/08, total imports (of
$311.9 million) were 7 percent lower than
in the same period of 2006/07, consequent
of lower demand over the year. (See Table
3 and Graph 3.)

Table 3 : Imports, fob

Period 2006/07  2007/08 % change
TalaMn TalaMn over prev. year
Total (July - Dec) 33495 31188 -7
Average per month 55.82 51.98 -7
October 66.12 45.48 -31
November 58.60 50.06 -15
December 43.98 42.89 2
Graph 3

IMPORTS
70.00

‘ [ 2006/07 £12007/08

60.00
5000 | o
4000 |

30.00 - [ B

Tala Million

20.00 1 ©

10.00 -

0.00 -8 : H: :
Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun

The merchandise trade balance improved in
December 2007 reflecting increased export
revenues and lower import payments during
the month. In the event, the merchandise
trade deficit narrowed 16 percent ($7.4
million) to $40.0 million, a level that was 5

percent ($2.1 million) lower than the trade

deficit in December 2006. (See Table 4

and Graph 4.)

Table 4 : Merchandise Trade Deficit

e Exports Imports  Trade Deficit
TaaMn TalaMn  TalaMn

Total (July - Dec) 2006/07 15.63 33495  319.32

Total (July - Dec) 2007/08 20.57 31188 291.30

Average per month to Dec 2006 2.61 55.82 53.22
Average per month to Dec 2007 3.43 51.98 4855

December 2006 1.85 4398 4213
November 2007 271 50.06 47.35
December 2007 2.89 4289 40.00

Graph 4
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In line with the festive season, tourist
arrivals were estimated to have increased
significantly in December 2007, ending the
downward trend of the previous three
months. Compared to November 2007,
tourist numbers more than doubled to
20,935 reflecting increased holiday makers
and a huge influx of Samoans residing
overseas Vvisiting friends and relatives for
family reunions, matai title bestowments
and other special occasions. This month’s
increase, along with the large contingent of
athletes and officials during the 1SBouth
Pacific Games in August/September 2007,
contributed to a 10 percent surge in tourist
arrivals in the first six months of 2007/08
compared to the same period of 2006/07.
(See Table 5 and Graph 5.)

Table 5 : Tourist Arrivals

Period 200607 200708 0 Change
over prev. year
Total (July - Dec) 66,320 72,897 10
October 8,515 9,080 7
November 8,857 8,651 -2
December 19,582 20,935 (p) 7

(p) - provisional
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Graph 5
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Reflecting the boost in tourist numbers in
the month under review, tourism earnings
surged significantly by 159 percent ($30.7
million) to $50.0 million, a level that was

also 14 percent ($6.0 million) higher than
that in December 2006. And, in the first six
months ending December 2007, total
tourism revenue of $173.3 million was 18
percent ($26.4 million) higher than in the
same period of 2006. (See Table 6 and

Graph 6.)
Table 6 : Estimated Earnings from Tourism
b 2006/07 2007/08 % change
TalaMn TalaMn over prev.year
Total (July - Dec) 146.88  173.27 18
Annual average to Dec 20.80 24.45 18
October 19.94 22.00 10
November 19.27 19.28 0
December 44.00 49.96 (p) 14
p - provisional
Graph 6
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Based on historical trends, provisional
estimates for private remittances point to a
13 percent ($2.8 million) jump to $25.0
million in December 2007. When
compared to December 2006, however, this
current level was 23 percent ($7.4 million)
lower. Nevertheless, in the first half of
2007/08, total private remittances of $157.0
million were 30 percent ($36.0 million)
higher than in the same period of 2006/07.
(See Table 7 and Graph 7.)

Table 7 : Private Remittances

Period 2006/07 2007/08 % change
TalaMn TalaMn over prev. year
Total (July - Dec) 121.05 157.03 30
Annual average to Dec 2150 23.40 9
October 13.69 27.57 101
November 18.28 2221 21
December 3239 25.00 (p) -23
(p) - provisional
Graph 7
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Reflecting a huge inflow of foreign
exchange during the festive season, the
level of gross official foreign reserves
increased significantly in December 2007
after falling in the previous month.
Growing 8 percent to $230.7 million, this
trend underpinned a substantial overall
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monthly surplus of $17.8 million in the
balance of payments. And, with a
reduction in import payments, this
improved level of gross official foreign
reserves was equivalent to 4.7 months of
imports in December 2007, higher than the
4.3 months import cover in the previous
month and exceeding the 4.0 months cover
in December 2006.The level of import
coverage at end December 2007 exceeded
the targeted 4.0 months import cover as
set in the CBS Monetary Policy
Statement 2007/08, providing a positive
outcome in the first half of 2007/08.(See
Table 8 and Graph 8.)

Table 8: Gross Official Foreign Reserve Assets
2006/07  2007/08  Y%change Import Coverage
TalaMn TalaMn over prev. year 2006007 2007/08
Annual average to December 18508 20676 117
October 19391 234 101 38 42
November 18789 JD28s 133 3l 43
December 20383 23068 132 4( 4]

Period

Graph 8
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According to the Ministry of Finance, the
headline CPI increased 1.1 percent in
December 2007. This month’s rise exerted
upward pressure on the annual headline
inflation rate, which rose to 6.1 percent in
December from 6.0 percent in the previous
month. The current inflation rate was also
higher than the 3.8 percent inflation

recorded in December 2006 reflecting the
total impact of the higher VAGST and
excise tax, appreciating New Zealand and
Australian dollars, increased inflation in
major trading partners (particularly New
Zealand and USA) and strong domestic
demand over the year. (See Graph 9a.)

Contributing largely to this month’s higher
level of headline CPI was a 1.3 percent
jump in the “Food” sub-index (which
accounts for 50.3 percent of the headline
CPI basket). Reflecting this trend were
expansions of 2.9 percent and 0.4 percent
respectively in its local and import
components, with increased prices got local
vegetables (green beans, Chinese cabbage,
head cabbage, cucumbers and tomatoes)
and imported foodstuffs (mutton flaps,
turkey tails, butter, rice, flour and eggs).
Also contributing to the higher headline
CPI in December 2007 was a 1.4 percent
expansion in the “Transport and
Communications” sub-group, following a
5.3 percent jump in its import component.
This movement reflected the effect of the
record cost of a barrel of oil recorded in
November 2007 (of USD$99.29), which
passed through to drive local petrol and
diesel prices up to $2.63 and $2.72 per litre
respectively. Similarly, the “Housing and
Household Operations” and
“Miscellaneous”  sub-indices  recorded
expansions of 0.8 percent each, both
consequent to increases in their import
components. On the other hand, the
“Clothing and Footwear” sub-group fell 0.2
percent with the “Alcohol and Tobacco”
sub-index remaining unchanged from the
previous month. Reflecting the increased
prices for petrol, diesel, food, kerosene,
cough mixture and household tools in
December 2007, the overall import
component of the headline CPI climbed 1.1
percent. (See Table 9a.)

Research & Statistics Department, CENTRAL BANK BMGA

Page - 5-0of 10



Table 9a : Headline Consumer Price Inde:

Period 2006/07 2007/08 70 change
over prev. year
Annual average to December 105.8 112.2 6.1
October 107.5 112.4 4.6
November 107.5 1129 5.0
December 108.6 114.1 (p) 5.1

Base period: March 2004 = 100 (p) - provisional

Graph 9a
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Excluding prices of volatile items from the
headline CPI, the overall underlying price
index' rose 0.4 percent in December 2007.
Responsible for this upward trend were
increases of 0.4 percent each in the import
and local components, with all sub-indices
recording expansions except for the
“Clothing and Footwear” sub-group. This
month’s higher price level did not deter the
deceleration of the underlying inflation rate,
which fell from 7.0 percent in November
2007 to 6.9 percent at end December 2007.
At this current level, however, it was more
than double the 3.4 percent inflation rate in
December 2006 due to prevailing strong
domestic demand conditions, the total
effect of the higher VAGST over the year,
appreciating New Zealand and Australian
dollars in recent months and increased
inflations in New Zealand and USA. (See
Table 9b and Graph 9b.)

! This index permanently excludes from the CPI basket
those items whose prices are volatile in naturechvimay

be due to seasonal factors or climate changes hsasve
items whose prices are regulated by Governmentis Th
index represents approximately 51 percent of therall
headline CPI

Table 9b: Underlying Consumer Price Index

Period 200607 2007008 " change
over prev. year
Annual average to December 106.3 1136 6.9
October 110.1 1154 48
November 110.6 1157 4.6
December 1111 116.2(p) 4.6
Base period: March 2004 = 100 (p) - provisional
Graph 9b
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With the onslaught of the rainy season in
December 2007, the supply of agricultural
produce to the Fugalei Market took a
hammering. Despite increases in supplies
of taamu, head cabbage and tomatoes, the
overall volume of agricultural commodities
available at the Fugalei Market decreased
18 percent, resulting in a 4 percent rise in
the overall price index for the Market. (See
Table 10 and Graph 10.)

Table 10 ; Fugalei Market Survey
Volume and Price Indices (2002 =100)*

Mok Volume Index Price Index
Weights  Dec-06 Nov-07 DecOf Dec06 Nov-07 Dec07

Taro 031 68 137 107 % 127 107
Banana 0.14 115 210 121 93 114 102
Taro Palagi 0.02 26 14 5 142 181 131
Taamu 0.10 124 106 120 133 122 144
Coconut 0.06 120 9% 69 200 236 173
Breadfruit 0.01 AU 102 9 i 116 116
Yam 001 | 1361 119 48 154 142 157
H.Cabbage 0.10 920 11 130 124 84 200
Tomatoes 0.04 107 139 143 95 79 17
Ch.Cabbage 0.03 83 254 147 154 88 119
Cucumber 0.03 132 287 240 139 91 109
Pumpkin 015 87 160 155 89 17 122
Total 1.00 100 148 121 112 122 121
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Graph 10
FUGALEI MARKET
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Money supply (M2) increased 4 percent
($21.3 million) to $611.1 million in
December 2007. Contributing to this
month’s seasonal growth was a $24.0
million surge in net foreign assets, which
more than offset a $2.7 million reduction in
net domestic assets. And, when compared
to December 2006, the current money
supply was 11 percent ($60.5 million)
higher, attributable to increases in both net
foreign assets and net domestic assets over
the year. On an annual average basis, this
month’s increased level of M2 resulted in
an 11.7 percent monetary growth rate at end
December 2007, which was, however,
lower than the 12.0 percent growth rate at
end November 2007, and the 14.5 percent
rate at end December 2006. This trend was
in line with the current tightening monetary
policy stance for the fiscal year 2007/08
(See Table 11 and Graph 11.)

Table 11 ; Money Supply (M2)
2006/07  2007/08 Y% change

Period
TalaMn TalaMn over prev. year

Annual average to December 504.69  563.88 117
Qctober 52245 57897 11
November 52516  589.74 12
December 55056  611.08 11

Graph 11
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Demand for commercial bank credit eased
slightly in the month under review with
total bank loans to the private sector and
public institutions dropping 0.1 percent
($0.5 million) to $618.0 million. A sectoral
analysis of total bank loans distributed in
December 2007 showed decreased bank
claims on “trade” (down $6.3 million),
“electricity” (down $1.7 million) and “other
activities” (down $1.7 million) sectors.
These more than offset increased credit
extended to the “transport and
communication” (up  $4.5 million),
“building and construction” (up $2.1
million), “professional and business
services” (up $1.4 million),
“manufacturing” (up $0.7 million) and
“agriculture” (up $0.5 million) sectors.
When compared to December 2006, the
current level of total bank credit to the
private sector and public institutions
combined was, however, 9 percent ($53.1
million) higher, contributing to an annual
average growth rate of 15.6 percent for the
year ending December 2007. This rate,
nevertheless, was lower than the 16.8
percent growth rate at end November 2007
and the 29.4 percent growth rate at end
December 2006, an expected trend that was
in line with the current tightening monetary
policy stance in 2007/08. (See Table 12
and Graph 12.)
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Table 12 : Commercial Bank Credit to the Private Setor
and Public Institutions.

Berod 2006/07 2007/08 % change
TalaMn TalaMn over prev. year
Annual average to December 51598 596.48 15.6
October 547.78  608.53 11
November 556.67 618.54 11
December 564.89 618.03 9
GRAPH 12
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The increased money supply (M2) in
December 2007 reflected expansions of
$8.3 million and $13.0 million respectively
in narrow money (M1) and quasi-money.
Consumption spending during the festive
season was largely responsible for this
month’s trend, particularly with that of
narrow money, which was underpinned by
an $11.2 million surge in currency outside
banks, outweighing a $2.9 million decrease
in demand deposits. The higher level of
quasi-money in the month under review
also reflected seasonality factors with time
deposits increasing $17.5 million along
with a smaller rise of $0.3 million in
savings deposits. These more than offset a
$4.8 million decline in foreign currency
deposits of residents. Consequently, the
composition of M2 changed in December
2007. With their increased levels during
the month, the shares of time deposits and
currency outside banks rose to 57 percent
and 9 percent respectively from 56 percent
and 7 percent in November 2007.
Similarly, the reduced levels of demand
deposits and foreign currency deposits of
residents in December resulted in their
lower shares of total money supply,

declining to 20 percent and 2 percent

respectively from 22 percent and 3 percent
in the previous month. Savings deposits,
on the other hand, recorded a similar share
of 12 percent to that of November 2007.

(See Table 13 and Graph 13.)

Table 13 : Structure of Money Supply (Tala Million)
% change between
December 2007 and...
December November December  Nov Oct

End Monih 06 2000 007 2006 207

1. Money (M1) 17013 17083 17913 53 49
Currency outside banks 5033 4371 5481 49 255
Demand deposits 1780 12712 1426 55 22

2. Quasi Money 30043 41891 43195 135 31
Savings deposits 6643 7374 7407 115 04
Time deposits 20649 32128 3479 163 B4

Foreign currency deposits of residents 1751 784 1309  -262  -268

3. Money Supply (M2) 55056 58974 61108 110 36

Graph 13
STRUCTURE OF MONEY SUPPLY
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The official weighted average interest rate
increased 21 basis points to 4.75 percent in
December 2007. This further upward trend
reflected the huge bulk of investments in
very short-term CBS securities
(particularly, 14-days, 28-days and 56- days
maturities), outweighing the unchanged
level of yields received for each paper.

On market rates, the current tightened
monetary policy stance influenced the
movement of commercial bank weighted
average interest rates differently in the
month under review. Deposit rates fell 6
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basis points to 6.62 percent while the
weighted average interest rates on lending
hiked for the first time in four months,
increasing 14 basis points to 12.70 percent.
In the event, the commercial bank’s interest
rate spreadwidened 20 basis points to 6.08
percent in December 2007. (See Table 14
and Graph 14.)

Table 14 : Average Interest Rates

Dec-06 Juk07 Aug07 Sep-07 Oct-07 Nov-07 Dec-07
Average LendingRate* 1214 1280 1277 1264 1263 6251270
Average Deposit Rate* 583 642 643 652 655 668 662
Interest Rate Spread 63l 638 634 610 G608 588 608

CBS Securities*

Overall rate 525 460 443 448 449 454 AT
14-Day - 430 433 A9 498 490 4))
28-Day - 533 480 493 43 43 A7)
56-Day - 500 600 595 590 590 5%
91-Day - - - - - -
182-Day

365-Day

* Commercial Banks weighted average interest rates
* Weighted average interest rate
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The US dollar was fairly upbeat against the
major currencies in the Samoan exchange
rate basket, weakening only against the
New Zealand dollar in December 2007.

2 This weighted interest rate spread is the diffeeenc
between the interest rates on private sector despasd
private sector credit. Taken on its own, it doex n
accurately reflect the profitability of the bankisgstem
since it does not take into account losses dueoto n
performing loans, regulatory costs and other regsnu

The greenback’s performance in the month
under review underlined its vulnerability to

speculative attacks as a string of weak US
data further intensified market expectations
of further cuts in the US Federal Reserve
Fund Rate. In the event, the Tala remained
steady against the US dollar, weakened
against the New Zealand dollar (down 0.5
percent) but strengthened against the
Australian dollar (up 0.7 percent), Japanese
Yen (up 0.6 percent), European Euro (up
0.6 percent), and Fijian dollar (up 0.4

percent). (See Table 15 and Graph 15 (a-

f).)

Table 15: CBS Exchange Rates
(Foreign Currency per Tala ; End month midrates) % Appreciation(+)/Depreciation(-)
of Tala between December 2007

and ...
December November December  December November
2006 2007 2007 2006 2007
Usb 03724 03909 03909 497 0.00
NZD 05285 05141 05115 -3.22 0,51
AUD 04720 04436 04467 -5.36 070
EURO 02822 02666 0.2681 -5.00 056
FID 06197 06065  0.6087 -1.78 036
YEN 443171 433223 435931 -1.64 063

Consequently, the overall nominal value of
the Tala was unchanged from November
2007.
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