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Monetary Forecast
The  actual  level  of  broad  money
supply (M2) was 11.1 percent higher
than its forecast level1. This deviation
was  mainly  due  to  higher  than
expected  level  of  CBS  foreign
reserves as well as the higher level of
government  spending  during  the
month.  

Money Supply (M2)
For  the  first  month  of  2019,  total
money  supply  (M2)  rose  for  the
twelfth month in a row, up by $19.12
million (or 1.6 percent) to $1,206.85
million.  The  expansion  was  mainly
driven by a significant increase in net
foreign assets (NFA) of $23.72 million
reflecting  an  increase  in  net  foreign
holdings of the Central Bank despite a
decline  in  commercial  banks  net
foreign assets. On the other hand, net
domestic  assets  (NDA)  declined  by
$4.60  million  because  of  a  drop  in
total credit to the private sector and
public  institutions,  more  than
offsetting  a  decline  in  the  net
government  position  during  the
month. 

Consequently,  the  annual  average
growth  of  M2  increased  to  12.2
percent from 11.89 percent a month
ago and 10.32  percent  in  the  same
month last year. 

1 Original Forecasts made in July 2018.

Credit2

Following  an  expansion  in  the
previous  month,  the  total  financial
system (FS) credit dropped by $13.86
million (or 0.8 percent) to $1,816.34
million,  due  mainly  to  decreases  of
$12.70 million  and  $1.16  million  in
both commercial banks’ and non-bank
financial  institutions’  lending
respectively.  

Despite the overall decline, lending to
the private sector accounted for 97.1
percent  of  FS  credit;  increasing  up
slightly  from  97.0  percent  in  the
previous  month while  those directed
to  non-bank  financial  institutions
dropped  to  2.9  percent  of  total
lending.  

Accounting for  the decline in  overall
FS Credit  were reductions  in lending
to  the  ‘other  activities’,
‘manufacturing’ and ‘professional and
business services’ industries.  

However, the annual average growth
of FS credit increased to 5.4 percent,
from  5.0  percent  a  month  ago  but
lower than 8.5 percent in January of
last year.  

The  latest  update  for  national
accounts registered an annual total of
Nominal  Gross  Product  (NGDP)  of

2 Comprises of commercial banks and three largest non-
monetary financial institutions’ (NFIs) total lending.  
NFIs – Sāmoa National Provident Fund (SNPF), 
Development Bank of Sāmoa (DBS) and Sāmoa Housing 
Corporation (SHC)  
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$2,231.77  million  at  end  September
2018.  At this level,  the shares of  FS
credit  and M2 to NGDP increased to
77.9  percent  and  51.3  percent
respectively in September 2018, from
76.0 percent and 50.8 percent in that
order at end June 2018.  

Reserve Money3

Total  reserve  money  (RM)  expanded
further by $27.00 million to $397.69
million in January 2019. This is due to
a large increase of $54.22 million in
commercial banks reserves, offsetting
a drop of $27.22 million in currency in
circulation.  The  hike  in  banks’
reserves  reflected  a  $54.49  million
jump  in  excess  reserves  despite  a
marginal  decline  of  $0.27  million  in
required reserves. At this level,  total
RM  was  also  $94.81  million  higher
than its level in the same month last
year. 

Similarly,  the current  level  was 48.0
percent and 58.1 percent higher than
its  levels  in  the  past  three  and five
years respectively.  

Commercial Banks’ Liquidity
Total  commercial  banks’  liquidity
rebounded  substantially  by  $49.16
million  (or  21.2  percent)  to  $281.41
million in January 2019,  following its
seasonal  decline  in  the  previous
month.  This  was  mainly  due  to  a
considerable  increase  in  exchange
settlement accounts of $54.49 million
and a $7.00 million pick-up in banks’
holdings  of  CBS  securities.  These
were  partially  offset  by  a  drop  of
$12.32  million  in  their  holdings  of
vault  cash.  In  addition,  it  was much
higher by $76.06 million than its level
in January 2018.    

3 Reserve Money (also known as monetary base) 
comprises of currency in circulation, statutory reserve  
deposits (SRD) and demand deposits of commercial 
banks with the CBS

As a result, the current level of bank
liquidity  was  62.2  percent  and  71.2
percent  higher  than  its  respective
levels in the past three and five years
in that order. 

Central Bank of Samoa 
Securities (CBSS) and Open 
Market Operations (OMO)4

Total CBS securities issued rebounded
to  $28.00  million  from  its  low  of
$15.00 million in the previous month,
with around $19.00 million issued at
short-term  maturities  of  14-day  and
28-day papers while $9.00 million was
issued at slightly  longer term of 56-
day and 91-day papers.  These were
sold  at  yields  of  0.13  percent,  0.16
percent,  0.18  percent  and  0.38
percent  in  that  corresponding  order.
As a result, the total amount of CBS
securities  outstanding  increased  to
$26.00  million  in  January  2019 from
$19.00 million in the previous month. 

The  official  interest  rate  (or  overall
weighted  average  yield  on  CBS
securities) edged up to 0.17 percent
from 0.15  percent  a  month  ago but
similar to that of last year.    

Commercial  Banks’  Interest
Rates
Similarly,  the  commercial  banks’
weighted average deposit (WAD) rate
increased  by  5  basis  points  to  2.77
percent but lower than 2.91 percent
in  the  same  month  last  year.  In
contrast,  the  weighted  average
lending  (WAL)  rate  dropped  2  basis
points  to  9.01  percent  over  the
previous  month  or  11  basis  points
higher  than  in  January  2018.  As  a

4Central Bank of Samoa Securities (CBSS) is the main 
instrument for implementing monetary policy in the 
country and it is traded in various maturities in the 
domestic financial market through the open market 
operation (OMO).
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result,  the  overall  weighted  average
spread narrowed to 6.24 percent from
6.31  percent  last  month  but  higher
than 5.99 percent margin in the same
period last year.

When compared to the last three and
five years, the current WAD rate was
higher  than  2.43  percent  but  lower
than 3.03 percent for those respective
periods.  However,  the WAL rate was
way  below  9.38  percent  and  10.22
percent  in  those  corresponding
periods. 

NFIs5 lending rates 
The  overall  WAL  rate  for  non-bank
financial  institutions (NFIs)  edged up
1.0 basis point to 8.02 percent when
compared to a month ago.  This  was
due to a slight increase in WAL rate
for  SNPF  by  1  basis  point  to  8.34
percent.  On  the  other  hand,  the
Development  Bank  of  Samoa  (DBS)
lending  rate  dropped  by  2  basis
points to 5.37 percent while that for
Samoa  Housing  Corporation  (SHC)
remained at 12.57 percent.   
 

Central Bank of Samoa
11 March 2019

5 Non-monetary Financial Institutions.  Only reports the 
main NFIs, Samoa National Provident Fund (SNPF), 
Development Bank of Sāmoa (DBS) and Sāmoa Housing 
Corporation (SHC).  Effective October 2018, SHC started 
reporting to CBS on monthly basis, as was previously 
reported on quarterly basis. 
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