§ CENTRAL BANK OF SAMOA

SELECTED)ECONOMIC INDICATORS
REPORT FOR MARCH)2008

Export revenue decreased 16 percent ($0.2
million) to $1.3 million in March 2008,
following a 13 percent increase in the
previous month. At the current level, it was
19 percent ($0.3 million) lower than the
export receipts in March 2007 while the
total export earnings in the first nine months
of 2007/2008 was 19 percent ($3.9 million)
higher than in the same period of 2006/2007.
(See Table 1 and Graph 1.)

The lower export revenue in the month
under review was underpinned by reductions
in nonu juice (down $0.2 million) and beer
(down $0.1 million) reflecting decreased
export volumes for both commodities.
Nonu fruit, likewise, fell $24 thousand due
largely to a significant 83 percent drop in its
international price, which offset a further
rise in its volume traded overseas. Also
contributing to the fall in export proceeds in
March 2008 were a $95 thousand decline in
re-exports, a $1 thousand drop in vegetables
and an absence in timber exports after an $8
thousand shipment in the previous month.
These decreases were partially offset by
increased proceeds from coconut cream (up
$67 thousand following a higher export
volume in March 2008) and fresh fish (up
$34 thousand due to a 54 percent increase in
its international price that offset a 28 percent
drop in its export volume). Also posting a
favorable outcome in March 2008 was a $46
thousand worth of shipment of coconut oil,
its second consignment in the first nine
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months of 2007/2008. These two shipments
for pure organic coconut oil followed the
recent establishment of a business
relationship between the Samoan Women in
Business Inc (WBDI) organization and the
international skincare company, The Body
Shop, in the United Kingdom.  Other
increased earnings were recorded for
coconuts (up $14 thousand), taro (up $14
thousand), soft drinks (up $10 thousand),
handicrafts (up $5 thousand), Samoan cocoa
(up $2 thousand) and cigarettes (up $1
thousand).

Table 1 : Exports, fob

2006/07 2007/08 % change

TalaMn TalaMn over prev.yeal
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Fresh fish remained the largest export earner
in the first nine months of 2007/2008, after
its higher revenue in March 2008
contributed to a 55 percent share of total
exports in the period under review,
compared to 53 percent in the first nine
months of 2006/2007. At second place, and
further behind with a 12 percent share in the
nine months ending March 2008 was re-
exports, reflecting improved recording of
trade to Tokelau as well as increased
markets for scrap metal. Nonu juice
accounted for 10 percent of total exports in

the period under review, which was similar

to its share in the nine months ending March
2007. Beer, with its decreased revenue in
March 2008, registered a lower share of 9
percent in the first nine months of

2007/2008 compared to 12 percent in the
same period of 2006/2007 while coconut
cream posted a 7 percent share in the
comparable periods.  Also contributing

similar shares to that of 2006/2007 were
‘other exports’ (3 percent), taro (2 percent)
and coconut (1 percent). On the other hand,
nonu fruit accounted for a lower share of 2
percent in the first nine months of

2007/2008 from 4 percent a year earlier, due
largely to its international price decreasing
more than half in the period under review
and offsetting its higher export volume.

Coconut oil, with its two shipments earning

a total of $51 thousand, accounted for a
modest share of total exports in the first nine
months of 2007/08. (See Table 2 and Graph
2)

Table 2 : Export Composition

2006/07  2007/08 % change 2006/07 2007/08
July-Mar July-Mar  over  July-Mar July-Mar
TalaMn TalaMn prev.year %shares % share]

Composition
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Import payments increased 27 percent
($10.7 million) to $50.4 million in March
2008, a movement that was influenced by
strong demand by both the private sector
and Government.

The higher level of imports in the month
under review reflected increases in imports
by Government (up $0.6 million) and the
private sector, with non-petroleum imports
rising $4.2 million and petroleum imports
climbing $5.9 million on the back of
increased international oil prices during the
month. And, when compared to March
2007, the current level of imports was 6
percent higher while total imports for the
first nine months of 2007/2008 was 3
percent lower than in the same period of
2006/2007 consequent of reduced demand
for imported construction materials and
vehicles since September 2007. (See Table
3 and Graph 3.)

Table 3 : Imports, fob

2006/07 2007/08 % change

TalaMn TalaMn over prev. yeal
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The merchandise trade balance posted an
unfavorable outcome in March 2008

consequent to increased import payments
and lower export revenue. In the event, the
merchandise trade deficit increased 29
percent ($10.9 million) to $49.1 million,
which was higher than the $45.8 million
trade deficit in March 2007. In the first nine
months of 2007/2008, however, the total
level of merchandise trade deficit was 4
percent ($18.6 million) lower than in the
same period of 2006/2007. (See Table 4 and
Graph 4.)

Table 4 : Merchandise Trade Defici
Exports
TalaMn Tala Mn

Imports Trade Deficit
Tala Mn

Graph 4
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Tourist arrivals increased 17 percent to
8,132 in March 2008 after decreasing in the
past two months. This months’ higher
number of tourists reflected increased
arrivals from all the major tourist markets
(excluding USA and other countries) with
holiday makers, those visiting friends and
relatives as well as people on business trips
rising from the previous month. When
compared to March 2007, however, the
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current number of tourists were 6 percent
lower; whereas the total arrivals figure in the
first nine months of 2007/2008 increased 2
percent over the same period of 2006/2007,
reflecting the huge influx of visitors in

August 2007 for the 1B South Pacific

Games as well as the seasonal influx in
December 2007. (See Table 5 and Graph 5.)

Table 5 : Tourist Arivals

2006/07 2007/08 % change

over prev. yea

Graph 5
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Despite the higher number of tourists in the
month under review, tourism revenue fell 9
percent ($1.6 million) to $15.5 million
following a seasonal 23 percent reduction in
average expenditure. This current level was
also 7 percent ($1.2 million) lower than that
of a year ago. In the nine months ending
March 2008, however, total proceeds from
the tourism sector were 8 percent higher
than in the same period ending March 2007,
reflecting increased total arrivals over the
comparable periods. (See Table 6 and
Graph 6.)

Table 6 : Estimated Earnings from Tourism
2006/07 2007/08 % change

TalaMn TalaMn over prev.yeal
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Provisional estimates for private remittances
showed an 18 percent ($3.4 million)
rebound to $22.7 million in March 2008, a
level that was nevertheless 5 percent ($1.2
million) lower than that of a year ago. This
months’ seasonal increase contributed to a
21 percent jump to $222.1 million in private
remittances in the first nine months of
2007/2008, partially reflecting the stronger
New Zealand dollar and Australian dollar
compared to the same period of 2006/2007.
(See Table 7 and Graph 7.)

Table 7 : Private Remittances
2006/07 2007/08 % change
TalaMn TalaMn over prev. yeal

(p) - provisional
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Graph 7
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The value of external assets was boosted in
March 2008 as gross official foreign
reserves increased 3 percent to $251.4
million. Reflecting this months’ upward
trend was another overall surplus in the
balance of payments with $7.4 million in the
month under review, the fourth consecutive
month of positive outcome for the external
sector. And, despite higher import payments
during the month, the current level of gross
official foreign reserves was sufficient to
cover 5.0 months of imports in March 2008,
just above the 4.9 months import cover in
February 2008 and higher than the 4.0
months import cover in March 2007The
level of import coverage at end March
2008 far exceeded the minimum target of
4.0 months import cover as set in the CBS
Monetary Policy Statement 2007/08.(See
Table 8 and Graph 8.)

Table 8 ; Gross Official Foreign Reserve Assets
2006/07 2007/08  %change  Import Cover.

TalaMn TalaMn over prev. year2006/0 2007/08

Graph 8
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After dropping in the previous month, the

headline Consumer Price Index (CPI) rose
0.3 percent in March 2008, according to the
latest survey by the Ministry of Finance.

The higher headline CPI in the month under
review contributed to the rise in the annual
headline inflation rate to 6.0 percent from

5.9 percent in March 2008 and 3.7 percent
inflation rate in March 2007. (See Graph

9a.)

This months’ higher headline CPI was due
largely to a 2.7 percent increase in the
“Transport and Communications” sub-index
following a 9.2 percent jump in its import

component due to increased prices for air
mail stamps and car batteries. Also
contributing to the increased headline CPI in
March 2008 were expansions of 0.3 percent
and 0.2 percent respectively in the “Housing
and Household Operations” and “Clothing

and Footwear” sub-indices. The “Food”

sub-index, on the other hand, fell 0.2 percent

! The headline CPI was revised from December
2006 to February 2008 following the incorporation

of lower international call rates to NZ and USA tha

was effective in December 2006 but was
inadvertently missed by the Statistical Division of
the Ministry of Finance until the release of the

March 2008 CPI report. Accordingly, the headline
inflation rates within this time period have been
revised downwards.
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reflecting a 1.3 percent decline in its local
component due to lower prices for taro,

banana, yam, taamu and some vegetables.

Both the “Alcohol
“Miscellaneous”

and Tobacco” and

sub-indices  remained

unchanged for the second consecutive
month.  Reflecting increased prices for
imported food, clothing and footwear, air

mail stamps and car batteries, the overall
import component of the headline CPI

increased 1.5 percent in March 2008. (See
Table 9a.)

Table 9a: Headline Consumer Price Inde:
2006/07 2007/08 % change
over prev. yea

Base period: March 2004 = 100 (p) - provisional
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Excluding prices of volatile items from the
headline CPI, the overall underlying price
indexX increased 1.5 percent in March 2008,
its’ largest monthly increase since the
current upward trend in the underlying CPI,
which has been ongoing since April last
year. This expansion over the past twelve
months has contributed to the increase in the
annual underlying inflation rate to 6.9

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

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

percent at end March 2008 from 6.8 percent
at end February 2008 and 4.1 percent
inflation at end March 2007.

The higher level of the underlying CPI in the
month under review reflected further
expansions in its import component (up 0.8
percent) and local component (up 3.7
percent), with increased prices for local
sausage and soft drinks, imported food,
clothing and footwear. (See Table 9b and
Graph 9b.)

Table 9b : Underlying Consumer Price Index
2006/07 2007/08 % change
over prev. yea

Period

Base period: March 2004 = 100

(p) - provisional

Graph 9%b
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The Fugalei Market continued to display a
seasonal downturn in agricultural produce
for the fifth consecutive month. Decreasing
15 percent from February 2008, the lower
volume of agricultural produce in March
2008 reflected a shortage in supplies of taro,
taamu, coconut, head cabbage, tomatoes and
cucumber. The overall price level, on the
other hand, responded to lower demand
conditions at the Market, decreasing 9
percent in the month under review. When
compared to March 2007, the current price
level was 2 percent lower reflecting the 3
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percent rise in overall volume of agricultural
produce available at the Market over the
year. (See Table 10 and Graph 10.)

Table 10 ; Fugalei Market Survey
Volume and Price Indices (2002 =100)*
Volume Index
Weights Mar-07 Feb-08 Mar-08 Mar-07

Price Index

Feb-0¢  Mar-0€

Graph 10
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Money supply (M2) contracted 2 percent
($13.4 million) to $594.5 million in March

2008 following a 0.4 percent drop in the
previous month. The reduction in money
supply in March was underpinned by a
$15.1 million decrease in net domestic
assets, which more than offset a $1.7 million
rise in net foreign assets. When compared
to March 2007, however, the current level
was 10 percent higher, which contributed to
an 11.5 percent annual growth rate at end
March 2008, similar to that in February

2008 but lower than the 13.7 percent growth
rate in March 2007. (See Table 11 and
Graph 11.)

Table 11 : Money Supply (M2)

2006/07 2007/08 % change

TalaMn TalaMn over prev. yea

Graph 11
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Total bank loans granted to the private
sector and public institutions combined rose
1 percent ($5.2 million) to $634.8 million in
March 2008, reflecting strong demand for
bank credit. A breakdown of total credit
extended in the month under review
indicated major movements of funds to
some of the main industries in the economy,
particularly *“building and construction”
(which received a further $28.1 million in
bank credit), “trade” (up $8.8 million),
“transport and communication” (up $3.6
million), “agriculture” (up $1.7 million) and
“electricity” (up $1.4 million) sectors.
These were partially offset by major
reductions to “professional and business
services” (down $21.4 million), “other
activities” (down $16.8 million) and a
smaller $0.2 million drop for the
“manufacturing” sector. And, when
compared to a year ago, the current level of
bank credit to the private sector and public
institutions combined was 9 percent higher,
yielding an annual growth rate of 12.6
percent at end March 2008. This credit
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growth rate was lower than 13.5 percent in
February 2008 and 27.6 percent in March
2007, a trend that reflected the tightened
monetary policy stance for 2007/08. (See
Table 12 and Graph 12.)

able 12 : Commercial Bank Credit to the Private Setor and
Public Institutios

2006/07 2007/08 % change

Period

TalaMn TalaMn over prev. yea

Graph 12
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The lower money supply (M2) in the month
under review resulted from a $16.1 million
decrease in narrow money (M1) offsetting a
$2.7 million expansion in quasi-money. The
decline in narrow money in March 2008
reflected decreases of $12.0 million and $4.1
million respectively in demand deposits and
currency outside banks. The higher level of
guasi-money, on the other hand, was
underpinned by a $5.6 million increase in
time deposits, which more than offset
decreases in savings deposits (down $1.9
million) and foreign currency deposits of
residents (down $1.0 million). As a result of
these movements, the composition of M2
changed in March 2008. The significant
drop in the level of demand deposits saw its
share fall to 19 percent from 20 percent in
the previous month, while the increased
level of time deposits consequently pushed
its share up from 59 percent to 60 percent in
the month under review. Other components

of money supply, however, remained
unchanged in March 2008, particularly
savings deposits (at 12 percent), currency
outside banks (at 7 percent) and foreign
currency deposits of residents (at 2 percent).
(See Table 13 and Graph 13.)

Table 13 : Stucture of Money Supply (Tala Milion)

% change between

March2008 and..
March  February
2007 2008

March
2008

March  February
2000 2008

53083 60787 50447 10

3. Money Supply (V2)

Graph 13
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The overall weighted average official
interest rate rose 4 basis points to 4.91
percent in March 2008 following new issues
of CBS securities valued at $30.0 million
during the month. These new securities
were mainly for short-term maturities with
22 percent invested in 14-day papers, 25
percent each in 28-day and 56-day papers
and the remaining 28 percent in the
benchmark 91-day paper.
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Commercial bank interest rates, on the other
hand, decreased in the month under review.
In particular, the weighted average interest
rate on deposits fell 3 basis points to 6.47
percent, while those for lending dropped 4
basis points to 13.01 percent. In the event,
the commercial bank’s interest rate spread

narrowed 1 basis point to 6.54 percent in
March 2008. (See Table 14 and Graph 14.)

Table 14 ; Average Interest Rates
Mar-07  Oct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-

* Commercial Banks weighted average interest raes
** \Weighted aerage interest rate

Graph 14
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3 This weighted interest rate spread is the diffeeenc
between the interest rates on private sector depasid
private sector credit. Taken on its own, it doest n
accurately reflect the profitability of the bankimystem
since it does not take into account losses dueadio n
performing loans, regulatory costs and other regsnu

exchange rate basket came to a halt at end
March 2008 after it strengthened against the
New Zealand dollar, Australian dollar and
Fijian dollar following a much anticipated
75 basis point rate cut of the official US
interest rate to 2.25 percent. However, with
the release of some dismal economic reports
on the US economy and a rather dour
testimony to the US congress by the Federal
Reserve’s Chairman Bernanke on the short
term outlook for the US economy, the
greenback fell to an all-time low against the
Euro. In the event, the Tala strengthened
against the New Zealand dollar (up 0.9
percent), Australian dollar (up 1.2 percent),
and Fijian dollar (up 0.2 percent) but
weakened against the US dollar (down 0.8
percent), Japanese Yen (down 4.9 percent)
and European Euro (down 4.6 percent).
(See Table 15 and Graph 15 (a-f).)

Table 15 : CBS Exchange Rates
% Appreciation (+)/Depreciation
(Foreign Currency per Tala: Endmonth midrates) of Tala between March 2008

March
2007

March  February ~ March
2007 2008 2008

February
2008

Consequently, the overall nominal value of
the Tala depreciated 0.17 percent in March
2008.

Graph 15(a)
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Graph 15(b) Graph 15(e)
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Graph 15(d)
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