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SUMMARY

December 2009

The major economic indicators recorded a strong
seasonal performance in December 2009 following a
[ull in economic activities in the previous month.

The value of Samoads gross official foreign
reserves rebounded strongly in the month
under review reflecting seasonal inflows from
higher tourism proceeds and private
remittances as well as a large capital inflow
in the form of a USD$9.3 million IMF loan to
help prop up Samoads foreign reserves after
the 29/9 Earthquake and Tsunami. And,
despite higher import payments, this monthds
external reserves was equivalent to 8.0
months imports, higher than the 7.3 months
cover in November 2009 and 4.3 months
cover in December 2008.

On the domestic front, supplies of local
agricultural produce to the Fugalei Market
increased significantly while strong demand
pushed up local food prices. In addition,
imported fuel prices increased as well during
the month, however the headline inflation
rate, on a year-on-year basis registered at
-2.5 percent, from-3.6 percent at end
November 2009. This, as expected, pushed
the average headline inflation rate further
down to 6.3 percent from 8.0 percent in the
previous month and 11.5 percent in
December 2008. On the monetary side, the
lowest cost of borrowing so far (since
September 2005) strengthened demand for
commercial bank credit to the private sector
and public institutions combined. The overall
nominal value of the Tala depreciated in
December 2009 after weakening against the
US dollar and New Zealand dollar in the
Samoan exchange rate basket.
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EXTERNAL TRADE

Exports

Export earnings continued to seesaw on a
monthly basis with the December 2009
figure down 47 percent to $2.1 million after
a more than two-fold increase in November
2009. At this current level, however, export
proceeds were 14 percent higher than
December 2008, boosting the total value of
exports in the first six months of 2009/10
by 9 percent from the same period of
2008/09. (See Table 1 and Graph 1.)

The drop in export earnings in the month
under review was primarily driven by a 50
percent decrease to $1.0 million in fish
exports, a seasonal trend that represented a
50 percent tumble in export volume to
American Samoa. Similarly, the value of re-
exports decreased 53 percent ($246
thousand) to $221 thousand, reflecting
lower shipments of scrap metals to Taiwan
and New Zealand as well as fewer
commodities re-exported to American
Samoa and the Tokelau Islands. Proceeds
from coconut cream exports, likewise,
decreased 64 percent ($165 thousand) to
$91 thousand following reductions in its
unit price and export volume. Coconut oil
also recorded a 96 percent ($847 thousand)
drop to $40 thousand in the month under
review following asubstantial decrease in
its export volume that more than offset its
higher unit price. The 4 metric tons of
coconut oil exportedin December 2009
mainly reflected shipments by the Pure
Coconut Oil Company to New Zealand in
contrast to the 846 metric tons exported by
the Pacific Coconut Oil Company to both
New Zealand and Singapore in November
2009. Decreased proceeds were also
recorded for Samoan cocoa (down $3
thousand to $5 thousand), nonu fruit (down
$3 thousand to $19 thousand) and
handicraft (down $2.3 thousand to $0.3
thousand) exports with drinking coconuts
absent from the export scene after its $9
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thousand shipment in the previous month.
Partially offsetting these reductions were
increased revenues from beer (up $220
thousand to $256 thousand) and nonu juice
(up $132 thousand to $165 thousand)
exports consequent to their improved
export volumes. A shipment of virgin oil by
the Women in Business (WIBD) Inc to their
partner company - The Body Shop - in the
UK saw this export commodity gain $36
thousand to $38 thousand after a smaller
consignment was sent to American Samoa
in  November 2009. Improved export
volumes for copra meal and taro also
underpinned their increased proceeds of
$32 thousandto $49 thousandand $20
thousand to $74 thousand respectively in
December 2009. Likewise, shipments of
bottled spring water by Ah Liki Wholesale
Company (to American Samoa) and Pacific
Water Company (to mainland USA) brought
in additional $18 thousand export revenue
(to total $30 thousand) in the month under
review. Also recording improvements were
proceeds from soft drinks (up $8 thousand
to $34 thousand) and vegetables (up $1
thousand to $3 thousand) with those from
coconut exports remaining steady at $42
thousand in December 2009.

Table 1 : EXPORTS, fob

% change

Period Tala Million  Tala Million

over prev.year

2008 2009

Total (Jan - Dec) 26.99 29.47 9
2008/09 2009/10

Total (July - Dec) 15.17 16.54 9

October 1.83 1.93 5

3.24
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20
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Export Composition

Despite its decreased export revenue in
December 2009, fresh fish remained the
major export earner in the first six months
of 2009/10 with a57 percent share that
was higher than its 53 percent share in the
same period of 2008/09. Further behind at
second place was coconut oil exports, which
accounted for 12 percent of total exports in
the six months period under review
compared to its absence from the export
scene in the six months ending December
2008. Closely behind was re-exports, which
accounted for 9 percent of total exports in
the six months period under review
compared to its 15 percent share in the
previous year. Beer exports, on the other
hand, represented 6 percent of total exports
in the six months under review, lower than
its 8 percent share in the same six months
in the previous year. Also recording lower
shares were nonu juice and coconut cream
exports with 5 percent and 4 percent
respectively compared to their 9 percent
and 7 percent shares in the first six months
of 2008/09. Taro and (other exportsi
accounted for 3 percent each of total
exports in the first six months of 2009/10
while nonu fruit, coconuts and virgin oil
exports each contributed 1 percent each in

the same period under review. (See Table 2
and Graph 2.)

Table 2 : EXPORT COMPOSITION
Composition 2008/09 2009/10 % change 2008/09  2009/10

July - Dec July-Dec  over  July-Dec July - Dec

TalaMn TalaMn prev.year % shares % shares

Fresh Fish 8.09 9.46 17 53 57
Coconut Cream 1.05 0.69 -35 7 4
Nonu Juice 1.30 0.74 -43 9 5
Taro 0.51 0.40 -22 3 2
Beer 121 0.95 -21 8 6
Nonu Fruit 0.07 0.16 148 0 1
Coconuts 0.19 0.20 8 1 1
Virgin Oil (WIBD)|  0.14 0.12 -12 1 1
Coconut Oil 0.00 1.92 100 0 12
Re-exports 2.30 1.46 -36 15 9
Other 0.33 0.45 38 2 3
TOTAL 15.17 16.54 9 100 100
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Graph 2: EXPORT COMPOSITION
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Imports

Actual import data for December 2009 are
not yet available. However, provisional
estimates showed a 47 percent ($20.2
million) increase to $62.7 million, the
highest import payments in 2009 and 5
percent above that of December 2008.
However, when accounting for the first six
months of 2009/10, total import payments
were $293.2 million, 22 percent lower than
the $377.6 million in the same period of
2008/09. Similarly, imports in 2009 were
18 percent lower at $541.7 million than the

$659.2 million imports in 2008. (See Table 3
and Graph 3.)

The higher payments for December 2009
was predominantly due to a $17.4 million
increase in (other importsi of the private
sector, which mainly included imported
food products for wholesale companies as
well as tsunami donations in the form of
food, clothing, furniture and building
materials. Government imports, likewise,
rose $2.6 million reflecting supplies for
tsunami relief efforts while petroleum
imports edged up a moderate $0.2 million.

Table 3 : IMPORTS, fob
Period Tala Million  Tala Million 7 change
over prev. year
2008 2009
Total (Jan - Dec) 659.18 541.69 -18
2008/09 2009/10
Total (July - Dec) 377.59 293.21 22
October 60.39 54.08 (p) -10
November 59.21 42.50® -29
December 59.78 62.67 5
(p) - provisional ® - Revised
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Merchandise Trade Deficit

Reflecting lower export earnings and higher
import payments during the month, the
merchandise trade deficit in December
2009 expanded 57 percent ($22.0 million)
to $60.6 million, 5 percent higher than in
December 2008. However, for the first six
months of fiscal year 2009710, the total
merchandise trade deficit decreased 24
percent $276.7 million from $362.4 million

in the same period of 2008/09. (See Table 4
and Graph 4.)

Table 4 : MERCHANDISE TRADE DEFICIT
Period Exports Imports Trade Deficit
Tala Mn TalaMn TalaMn
Total (Jan - Dec) 2008 26.99 659.18 632.2
Total (Jan - Dec) 2009 29.47 541.69 512.2
Total (July - Dec) 2008/09 15.17 377.59 362.4
Total (July - Dec) 2009/10 16.54 293.21 276.7
Dec 2008 181 59.78 58.0
Nov 2009 3.89 42.50 386
Dec 2009 2.07 62.67 60.6
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Graph 4: MERCHANDISE TRADE DEFICIT
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TOURISM

Tourist Arrivals

While tourist arrivals recorded a seasonal
increase from November 2009, its 78
percent jump to 15,863 in the month under
review was below the average increase (99
percent) for December inthe pastseven
years. This monthis level, on the other hand,
was 5 percent lower than in December
2008. When accounting for the first six
months of 2009710, the total number of
travelers was 3 percent higher than the
same period of 2008/09 whereas total
tourist arrivals in 2009 were 6 percent

above that of 2008. (See Table 5 and Graph
5)

The higher number of tourists in December
2009 reflected a seasonal influx of
holidaymakers and those visiting friends
and relatives for the end-year festive
celebrations and family reunions. This also
reflected the seasonal arrival of travelers
from most source markets particularly
those from Australia (up 225 percent),
American Samoa (up 114 percent), New
Zealand (up 57 percent) and USA (up 28
percent).

Table 5 : TOURIST ARRIVALS

No of No of
persons* persons*

% change
over prev. year

Period

2008 2009

Total (Jan - Dec) 122,163 128,942 6
2008/09 2009/10

Total (July - Dec) 68,904 71,000 3

October 9,716 11, 064 ® 14

November 9,066 8,927 ® -2

December 16,705 15,863 -5

* In thousands

Graph 5: TOURIST ARRIVALS
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Tourism Earnings

Stemming the 6 percent drop in average
expenditures, the higher tourist arrivals in
December 2009 boosted total tourism
earnings by 67 percent to $35.7 million.
However, when compared to the previous
year, this current level of tourism revenue
was 13 percent lower, which contributed to
a 4 percent decrease to $158.1 million in
the first six months of 2009/10. On the
other hand, when accounting for the twelve
months of 2009, total tourism revenue was
6 percent higher at $304.7 million from

$288.4 million in 2008. (See Table 6 and
Graph 6.)

The higher tourism revenues in December
2009 was driven by increased proceeds
from travelers from New Zealand, Australia,
USA and American Samoa, mainly reflecting
revenues from those that arrived for
holidays, (visiting friends and relativesi and
other purposes.
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Table 6 : ESTIMATED EARNINGS FROM TOURISM Table 7 : PRIVATE REMITTANCES, gross
Period Tala Million  Tala Million % change Period Tala Million ~ Tala Million % change
over prev.year over prev. year
2008 2009 008 =009
Total (Jan - Dec) 288.41 304.67 6 Total (Jan - Dec) 359.45 369.72 3
2
008/09 2009710 2008/09 2009/10
Total (July - Dec) 164.53 158.08 -4 S e e >
October 2616 25630 2 otal (July - Dec) ' '
November 25.24 21410 15 October 2543 36.78 4
Decermber 4098 35.65 13 November 2559 8107 2
December 37.98 38.58 2
Graph 6: TOURISM EARNINGS
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Private remittances recorded a strong
seasonal increase of 17 percent to $38.6 . . .
asona’ P \ Gross Official Foreign Reserve
million in December 2009 following a 11 ASsels

percent drop in the previous month.

Accounting for the bulk of this monthis
increase was a higher seasonal inflow of

cash and in-kind private transfers to
families  during  theend-year festive
celebrations, as well as increased

remittances in the form of motor vehicles.
And, when compared to December 2008,
the current level of private remittances was
2 percent higher, contributing to a 3
percent expansion in total private
remittances in the first six months of
2009/10 when compared to the $185.3
million in the same period of 2008/09. For
the 12 months of 2009, total inflows from
private remittances were 3 percent higher
than in 2008. (See Table 7 and Graph 7.)

After contracting 1 percent in the previous
month, the value of official gross reserves
rebounded 10 percentto $361.6 millionin
December 2009, 52 percent higher than in
December 2008. The bulk of this monthis
increase was in the form ofa USD$9.3
million loan from the IMF for
reconstruction purposes following the
destructive September 29 earthquake and
tsunami. When excluding this IMF loan,
gross official reserves were 3 percent
higher than November 2009 or equivalent
to an $8.6 million overall surplus in the
balance of payments. Including the IMF
loan, the increase in gross official reserves
represented a $31.7 million overall surplus
in the balance of payments with the current
level of external reserves strengthening to
an equivalent 8.0 months of imports despite
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higher import payments in December 2009.
Similarly, the import cover in the month
under review was higher than the4.3
months cover in December 2008 and Well
above the 5.0 months of imports targeted
by the Central Bankfor 2009/10. (See
Table 8 and Graph 8.)

Table 8 : GROSS OFFICIAL FOREIGN RESERVE ASSETS

2008/09 200910 Import Coverage
TalaMn  TalaMn  overprev.year |2008/09 2009/0

0
Period hchange

24501 31513 2 48 67
22196 3273 50 42 12
21552 320.94 53 40 73
238.01 36161 52 43 80

September
October

November
December

® - revised

Graph 8: GROSS OFFICIAL FOREIGN RESERVE ASSETS
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PRICES

Headline CPI

The latest CPI release from the Samoa
Bureau of Statistics indicated that although
the headline CPI increased 2.0 percent in
December 2009, it was 2.5 percent lower
than in December 2008, providing further
reprieve on inflationary pressure in the
local economy. On the other hand, this year-
on-year rate of inflation brought to an end
the downward trend recorded in the
previous six consecutive months following

a -3.6 percent deflation rate at end
November 2009. (See Table 9a and Graph

9a)

The main contributor to this monthis
increased headline CPI was the 0Foodd sub-
index, which accounting for 50.3 percent of
the CPlbasket jumped 3.7 percent in
December 2009 mainly as a result of a 10.2
percent surge inits local component that
more than offset a 0.1 percent drop in the
import component. Reflecting the higher
local food component in the month under
review were increased prices for locally
produced agricultural commodities at the
Fugalei Market (such as Chinese cabbage,
tomatoes, pumpkin, head cabbage, water
cress, taro, taamu, breadfruit, taro leaves
and coconuts) as well as fish sold at the
Savalalo Fish Market (large, pieces and
stringed). The lower import component, on
the other hand, was consequent to
decreased prices for rice, potatoes, eggs and
chicken leg quarters. Also contributing to
the higher headline CPI in December 2009
was a 12 percent expansion in the
OTransport and Communicationsd sub-
group reflecting a 7.0 percent increase in its
import component. This trend was
underpinned by a 10 percent jump to $2.42
per litre in unleaded petrol as well as an 11
percent rise to $2.45 per litre in diesel.
Similarly, higher prices for ie lanutasi and
jandals expanded the O(Clothing and
Footweard sub-group by 0.3 percent.
Partially offsetting these increases were
reductions in the OMiscellaneousd (down
0.4 percent), 0Housing and Household
Operationso (down 0.2 percent) and
0Alcohol and Tobaccoé (down 0.2 percent).

As expected, the deflating year-on-year rate
at end December 2009 contributed to the
continued reduction in the headline
inflation rate, which declined to 6.3 percent,
from 8.0 percent in November 2009 and its
peak of 14.5 percent in June 2009. At this
current level, it wasalso lower than the
115 percentinflation in December 2008
and lower for the first time than the 6.6
percent inflation in July 2008.







