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This report is a monthly release of the latest available key monetary and credit aggregates on the Samoan economy, with
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MONEY SUPPLY

After contracting in the previous month, total
money supply (M2) increased significantly by
$11.5 million to $711.3 million in February
2010. Contributing to this monthds surge was
a 5 percent jump in net domestic assets, which
was partially offset by a 2 percent contraction
in net foreign assets. (See Table 1 and Graph
1)

Table 1 : MONETARY SURVEY
(Amounts in Tala Million)
2009 2010
End of Period Feb Dec [ Jan  Feb
1. Net Foreign Assets 21251 33838 32452 31835
2. Net Domestic Assets 43965 36686 37529 39297
(2) Domestic Credit 61894 56668 56850 58131
Government, net 7132 -14954 14578 -141.16
Non-financial public enterprises 4867 4629 4699 4611
Non- monetary financial institutions | 27.97 3503 3493 3490
Private Sector 619.62 63489 63236 64146
(b) Other items , net 17929 -199.82 -19321 -188.34
3. Total Assets = Total Money Supply (M2)[ 652.16 70524 69981 71132
(a) Money (M1) 16341 20060 19653  197.36
() Quasi-money 488.75 50464 50329  513.96
Source : Central Bank of Samoa
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Determinants of Money Supply

While net foreign assets declined $6.2 million
from January 2010, itsd $326.1 million level
in the month under review was still 50 percent
(or $105.8 million) higher than in February
2009. The reduction in net foreign reserves in
February 2010 reflected decreases of $4.2
million, $1.1 million and $0.9 million in net
foreign assets of commercial banks, Ministry
of Finance and the Central Bank respectively.

Net domestic assets (NDA), on the other
hand, significantly grew $17.7 million to
$393.0 million in the month under review but
was 11 percent (or $46.7 million) lower than
in the same month a year ago. Boosting net
domestic assets was a $12.8 million rise in
domestic credit and a $4.9 million decrease in
fiother items, netd. The former was driven by
an expansion in commercial bank credit to the
private sectoras well as a cash deficit in
Governmentos financial operations vis-a-vis
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the monetary system. These were partially
offset by lower credit absorbed by public
institutions combine due to decreased
cumulative balance of profit and loss account
and other domestic liabilities in the banking
system.

Credit

The higher level of bank credit in February
2010 was consequentto an expansion in
claims on the private sector, which went up
$9.1 million to $638.2 million in contrast to
commercial bank loans disbursed to public
institutions, which edged down $0.9 million
to $76.0 million. Reflecting this monthds
higher claims on the private sector was a $9.2
million increase in credit to private
households, which was partially offset by a
marginal $0.2 million decline in claims
outstanding with the business sector. (See
Graph 2).
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When combined, total commercial bank credit
to the private sector and public institutions
jumped $8.2 million to $714.2 million, 4
percent higher than in February 2009. On an
annual average basis, credit growth however,
slowed down to 4.7 percent at end February
2010 from 5.2 percent in the previous month.

The sectoral analysis of commercial bank
loans to the private sector and public
institutions combined in February 2010

showed increased lending to  the
fimanufacturingo (up $4.9 million), fitransport
and communicationso (up $2.6 million),
fiprofessional and business serviceso (up $1.0
million) and fitradeo (up $0.4 million) sectors.
On the other hand, decreases were registered
for credit directed to fibuilding and
constructiono (down  $0.3 million),
Aagriculture and fisheriesd (down $0.3
million), fiother activitiesdo (down $0.2
million) and fielectricity, gas and watero
(down $0.1 million) industries.

Components of Money Supply

The increased money supply (M2) in
February 2010 reflected a large $10.7 million
expansion in quasi-money and a relatively
smaller $0.8 million rise in narrow money.
(See Graph 3.)
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The expansion in quasi-money was largely
due to a significant $9.1 million increase in
time deposits with relatively moderate
increases in savings deposits (up $1.1 million)
and foreign currency deposits of residents (up
$0.4 million).

A smaller rise in narrow money, in the month
under review was due to an increase in
demand deposits by $2.7 million, which was
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partially offset by a $1.9 million decrease in
currency outside banks during the month.

Reserve Money!

While reserve money was 54 percent ($74.1
million) higher than in February 2009, its
level at $212.3 million in February 2010 was
$3.0 million above that of the previous month.
The modest expansion of reserve money in
the month under review reflected higher
reserves in the form of commercial banksd
demand deposits with the Central Bank (up
$4.6 million) and required reserves which
edged up $0.4 million, which were partially
outweighed by a $2.0 million drop in
currency in circulation. (See Graph 4.)
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Commercial Bank Liquidity

Commercial banksd total liquidity continued
to strengthen in the month under review,
increasing $4.5 million to $163.9 million, a
level that was 75 percent (or $60.5 million)
stronger than in February 2009. The liquidity
expansion from January 2010 was driven
entirely by a $4.6 million increase in
commercial banksd excess reserves with the
Central Bank, which was partially offset by a

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

$0.1 million decline in commercial bankso
holdings of vault cash. The investment of
commercial bankso in CBS securities, on the
other hand, remained unchanged at $27.5
million, as it was in the previous eight
months.

Commercial banksb excess reserves at $126.3
million at end of the month has been the main
driving force behind the continued increase in
total liquidity, achieving levels well above
their preferred minimum working balance of
$15.0 million on a monthly basis. (See Graph
5)
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Accounting for the increased level of
commercial banksd excess reserves in
February 2010 were expansions in excess
liquidity of WESTPAC (up $3.3 million),
SCB (up $1.3 million) and ANZ (up $1.2
million) which were partially offset by a $1.5
million contraction in demand deposits of
NBS held at the Central Bank.

CBS Securities and Official Interest
Rate

Continued effort by the CBS to encourage
commercial bank lending, has seen the total
outstanding amount of CBS securities remain
at $27.5 million? at end February 2010. This

2 Outstanding securities are quoted at their face value.




