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INTRODUCTION SR e R LI
Commerciel banke are the most highly developed institution
of the monetary and financial system of tho State of St. Kitte-Nevis.
In this paper we look at the monetary policy implications of the
behavieur of commercial banks. Attention is dlrected aapecially to

thoir twb moai fundamannal rulas in the ecnnnmyu

(a) tc borrow loanable funds frumrspendipg units with
excesa funde issuing indirect securities in exchanges
(b) ‘transmlntlng these barruwad funds to spendlng units

with deficitsg

-

and examine the implications for central banking policy._

The_paper is divided -into three ssetions. In ssction I-we
examine the sconomic and financial strueture of the sconomy since .
central - banking policy must bear rglevanpe to tha3a. Sackion 11
deals with an appraisal of the operations of camﬁercial_bankg depaosit .
and credit facilities, to ssek to establish whather. their integes§§ -
conflict with the planned economic development of. the econemy, and to
show how Central Bank would be able %o reselve saome af the ressulting
problems which the East Caribbean. Currency Authority has not the
legal pouer to sclvp. Sactioﬁ IIT deals with some of thes more impori-—

ant instrumente used to affect central-banking objectives.
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SECTION I3 A
Econonic and Financial Strusture of 5t. Kitte-Nevis
Central banking policy, must of neceseity, be based upon a
thorough understanding of the economic and financial of tha}%ﬁ%ﬁﬁﬁxil_
since the Ceptral Bank, to perform efficiently and effectively has
to be rslevant %o the economic and finanpial atructure of_?hgwterri-
tory. ‘ |
The pumﬁined islands of Sﬁo Kitts-~Nevis have a total landV:_:_
arsa of aSﬁut 104 square miles and a populatién of 47,000 persons

(1974 census). The State is basically a sugar producing mono-crop

economy but cver the last two years'the tourist trade has gathered

— A&
*

(S

momentum. Consumption patterns are such that almost the entire -
hasket of goods consumed haé to be imported. 1In 1974, importe
cangtituted 69.9% of GDP while exports accounted for only 28%. The
main export crop is sugar which ié sold on a preferential basis to
fireat Britain. Foreign exchange earnings from exports are insuffi-
eient to finance the -level of imports and are supported by capital
inflows, This-reuealg;iﬁe economy of 5t, Kitts~Nevis is not only”®
too small to be of any significance in influencing the terms of -
trade, but is extremely open and vulnerable. (Easily comparabls-to
the othsr Less Developed sountfies of ths region).

In this economy the government plays 4 leading role in pramoting
sconomic and social development especially in the &rea of agriculture,

Invariably, there is a question of financirg government activities.

- -
! -

Fiscal policy often prove burdensome to the majority of tax payers.
There are political and economic constraints to rapid increase in tax

revenues. This avenue as a source of funds is therefore extremsly limited.
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The finance of sconomic development has depended on capital
inflows such as grants-in-aid, foreign investment by firme; develop~
ment grants and loans and remittances from abroad. Financial institu~
tions and more emphatically, commercial banks, despite being such an
important sector in the sconomy perform a very limited reole in providing
essentially needed capital for progressive aconomic develepment given,
the highly monetised nature of the economy {almost the complete absance
of barter), the stags of esconomic devslopment and the highly sophisti=-
catsd nature of commercial banking.

The existing Central Monetary Authority, a modified Currency
Board System, by virtus of the limited powers with which it is sndowed,
lacks ths necessary discretionary authority te regulate and control

commercial banking activities.

SECTION I3s

Appraisal of Commercial Banks Operations

The period of commercial banking behaviour cu&ared in this
section mouid he 1972~1977. Prior to 1972; the banking sector con-
sisted of branches of three mgltiunational firms, i.e. Barclays Bank
Interpational, Royal Bank of ﬁanada, and the Bank of America whiéh

L.

succesdad Mational Mid-Atlantic in ﬁéﬁao Thesa were iﬁtrnduced for
specific purposes such as to finance the forsign trade o6f the country
and to accommodate its tourist industry. Their performance and con~
tribution (or lack of it) to economic and social development, must ha
viewsd against this background. In September 1971, ths firsf indigenous

bank of the State was established with 40% of ite shares held by tha

publiec and the remainder by government. It ie the behaviour of these
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four banks that we will be concerned about.

The importance of loans and advances in the Asset Portfolio
af commercial banks is rspresented in Table I. 1In:1976 loans and
advances were 35.8% of total assets. The statistical data in Table II
shows short and long term loans to various sectors of the saconony.
Overall, commercial banks have been specialising in short term self—
liguidating loans rather than lono term leans., OFf the total loans in
1974, only 33.4% were of long term duration. Thig ratic has been
increasing and by Decembaer 1976 had risen to 42.2%. Bank funds to
"high=priority" sectors, such as Agriculture, Land Dsvelgpment and
Construction, and to a limited extent Industry, have tended to be
neglectad in favour of "low-~priority" areas an example of which is
loans to the Distributive Trade. Commercial Banks have thus been
adhering to tradition and allocating a large share of their funds
to the distributive and domestic commercial sectors.

Interviews with the commercial banksrelating to their loan .
portfolio allocation to "low priority" sectors revealed that thase
banks were profit motivated institutions which avoided highly risky
investments. They identified certain criteria in their landing
pnlicies,and projects masting the specified requirements ars often
granted loans sometimes irrespective of the liquidity pesition of
the banks. The kinds of criteria include the rspayment record, the
Feagibility?;rojects and the assets of the would-be borrowsr. Collateral
raguested by the commercial banks usually take the form of property and
land titles and insurance policiss. Well known persons to the bank
alsb act as guarantors. On the basis of these critsria, it is found

that certain saectors of the sconomy would benefit more than others
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because i1t would be less difficult for them to satisfy the require-
mente by the banks. Potential borrowsrs with prospscts might lack
the necessary collateral.

As a result of these practices by the banks, many pearsone are
deprived af credit facilities which lead to retardation of income.
Even as important is that inveatments in eritical seciors of the.
gconomy are most essantial for the rapid development of the country.
The banking system can best contribute by attaching greater importe-
ance to lending in these ssctors. This does not mean ,howsver, that
loans to "dependent sectors” should coease,

As barne out by the statistical data in Table II, there are
three basic sectors which satisfy the "ecredit worthy" position of
the banpks. "The most important sector is the Distributivae Trades,
where most firme are sngaged in export production and financing of
impart trade, wholesaling and retailing. These Tirms are usually
able to provide the security requested by the banke and the loans
requirad by them are of a short term nature to finance imports until
sale of goaods., Tho second area is Real Estate Loans. Although rsal
sstate exXpenditures require long term financing, rsal sstate loans
are of low risk bescause the collateral provided is sasily rsalised.
The third main arsa is Loans to the Government Sector. These
loans are all of short duration and in this respect the government is
considered Yeredit worthy?.

The data in Table II further reveals that there has been an
expansion of Rersonal Loann (mainly in the form of overdrafts) to
such an extent that they are now double what they wers in 1972.. At

the same time Loans for Land Development and Construction has shown
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a markad decrease.

There are ng legal restrictions on the total volume of loans
by commércial banksa In the case of fTorsign commercial banks, their
Head Office set general guidelines with respaect -to the volume of total
loans and-limitations on the category of loans. The maximum laon lend-
ing period of these banks is usually five years. The introduction of
indigenous bank has improved the distribution of credit. It is interest-
ing to note that loans to the Government Sector increase from EC$5649,000
in 1972 to EC%4.76 million in 1977. The reason for this is the establish-
ment aof the first indigenous bank of the State. Looking at the data in
Tabls II1I, we find that the indigencus providead loans to government to
the tune of EC{4.4 million or 92.4% of the total loans supplied to that
sector.

The indigemous bank has also been instrumental in providing loans
to the Agricultural Sector. Agricultural leoans are gsnerally saen as
baingrmure risky and aof longer maturities. Small farmers have found it
difficult to meet the criteria demanded by foreign commercial banks with
raspect Lo these loans. fﬁ has pesn relatively sasier for them to
sacure such loans from the local bank. Bank cradit by this bank is
therefore playing a positive role in the development of the agricul-
tural industry, The reasons given by the current commercial banks
for their limited involvement in the agricultural sector is the
undeveloped nature of that sector, and the losses they have experisnced
in the Fighing Industry.Where they do involve themselves they lend
primarily to well established business operations. The banks further
stated that the Agricultural Sector is controlled by government -and the

indigenous bank has a monopoly on credit to the government.

-
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Whatever the rsasons offered by the current commercial banks
for poor participation in the agricultural sector, the establishment
of the indigeneous bank has helped tremeﬁduusly in mebilising rasourcés
and allocating these funds to productive areas in keeping uiﬁh the
govarnmental policies of planned economic dsvelopment pattsrns.
Arising from this a case can be established for the nationélisation
of banks before they can play a fundamental role in the grauth pro-
Cess. |

The availability and level of credit is an sxtremsly import-
ant dsﬁsrminant of the development of the country. This is being
conirolled soley by the commercial banks and remains pgtside the
realms of government f{except in the case of the government bank)r
and tha East Caribbean Currency Authority. Some 1egislation és
needed to enable the Monetary Authorities o exercise some lsuaf on
the volume of credit. This could enable the government ta expand
its projects leading ultimately to increpasse production and Bmplnymaﬁta

The commercial banks have participtted ta a limitéd extant in
the Treasury Bill market. The main institutional holders of these
goads ars the indigengus bank, Social Security and the ﬂatinnal Bank
Trust Company. WNon npgrticipation of the foreign commercial banks
is dus to traditicnal auefsion on the part of these banks %o hold
government securities. Government Treasury Bills are not marketable
and this can be one Tactor why commercial banks limit their holding
of such sacurities,'npt necessarily because of interaesst rate barriers.
To ensure their acquisitiun of short term govarnment dsbit, the banks
have been requirgd Qy the 8t. Kitts-Nevis government to deposit with

the Accountant General, 5% of monthly deposit liabilities. This was
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introduced in 1970 at 23% , and was increased to 5% in 1976. These
deposits are non-interest bearing,

EOC.G,Ho laws allow it to hold in the form of Treasury Bills
a maximum of 10% of estimated current revenue of the government, It
is felt that this is igd amall. The provision of crediti to the public
sactor can be augmented by the sstablishment of a Central Baﬁk and its
subssequent holding of government ssecurities. UWUe must be aware however,
of the high import content in government expenditurss. If the increase
in this expenditure is not accommodated by a fall in private sxpendi-
ture, it puts pressurs on the foraign exchange reserves af the country.
The Central Bank must not be too generous with its lending to the
public sector, Under Central Banking supervision, Treasury Bills
become liquid, The Bank can offer to discount securities at any date
prior to the maturity of these securities, thereby snabling the commer-
cial banks to encash them when their need for funds arise,

A Central Bank can operate directly on commercial banks.
Appropriate allocation of credit can also be achieved through the
use of porifolio-geiling devices. That is veilings placed on percen—
tages af icans to specific sactors.earmarked low=priority?, and/or
approval required from the Central Bank for loans to berextendad above

a certain levsel

The data in Table IV show the current prime loan rate of interest
for the four commercial banks operating in St. Kitts=Mevis. Thae loan
rate varies between different banks by a half to one per cent. It was

brought out that loan rates also differ by a half to ane
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per cent betwean different classes of borrowsers. The consumer loan
rate is often higher than business loan rates, and is charged on a
non-reducing basis, This basis 'of charging for consumer credit makes
the price of ccnsumerrloansreuan higher than revealed hy the guoted
rate of interest. Commercial banks claim that consumsr credit is

less sensitive to interest rates and business loans generate
additional income for the bank. There are no lagal restrictiong or
cailings on interest rates. Commercial Banks no longer adjust their
rates in response to changes in the United Kingdom Bank Rats, (Ses

commercial banks prime loan rate).. According to one Bank Manager
these

interviewed,/interegt rates are determined on the basis of the exist-

ing_ratae on deposits, the competitive rates of other banks, the

rigk and lergth of tims invalved, collateral and consulting with

Head Office (where appropriate).

Table VI shows the rates of interest on loans and time and
saving deposits. The spread between deposit and loan rates of
interest appear to be determined by profit maximising motivesrather
than social and economic considerations. The author is currenily
investigating the spread between these two rates in order to deter-
mine whether it is Jjustified or if commercial banks levels of efficiency
and profitability will be jeopardissd by lowering the loan rates.
Even if the spread is justified, the objective of reducing lean rates
can be achieved by lowering the degosit rate. This involves the
question of deposit sensitivity teo interest rate changaé whieh is
dealt wiih later in the paper. An independent increase in the loan

a
rate by/commercial bank could either lead to loss of market share
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or to induce the other commercial hanks to use defence action and
increase their rates.

The price of credit is an important determination of the
feagibility of a project. The consumer alsc needs to be aware of
the true cost of bhorrowing. Neither the-guuernment nor E;E,C.A;
has any autonomy aver the interest ratses étructuré of cummérciél”
banks., A Central Bank could lead to significant improvements in

this area.

Interoat Rates on and tho Growth of Dopositg

Table VII shows that deposits are the vital components in
the Liability Portfolic of commercial banks accounting for as much
as 88,4% of total liabilitles in 1972 and?ﬁiuar fallen helow 73.4%.
The second important category is "balances due to banks abrpad?,.
These, the commercial banks have indicated, are mere working balancas.
Our impressicns are that some are investment balances. This is
further corroborated by the reluctance of commercial banks to hold
large balances at E.,C;C.A° These balances are voluntary, but an
interest rats of 5 3/4% offered by E.C.L.A. is discouraging., This
low rate has besn attributed to information lags, limited income
generated activities undertaken by E.C.C.A. and a low volume of
trade.

The two aspects of deposits dealt with here are the relation-
ship between deposits and interest iates, and the growth of deposits.
The cemmercial banks, in cooperation with their Head Ufficé are Tespons

sible for fixing the rates on deposits. The level of the rates are

influenced by the degree of competition among banks, the cost and sarn-

AT
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ings of tho banks which invariably affocote thoir profit margin and
the anticipatod roactions of the consumers to the increase in the
rates,

An example of how the first factor influsnces rate movements
is the case of the indigenous bank of S5t. Kitts-Nevis. Imnmediatsely
after its incepiion in 1971, the bank charged the highest rates on
deposits in an effort to attract potential customsrs and to lure
away those of other banks. This was done to increase ite deposits
and secure a steady rate of growth. It succeeded in doing beth.
{See Table VIII for the various rates or deposits of different banksj.
Without the necassary statistical data, it is not possibls to
analyse how the cost and earnings would affect the interest rate. It
would be low snough for them to maximise their profits. As far as the
interest sensitivity of deposits is concerned, commercial banks havs
found that if the rates are increased, funds, sspecially those ofi the
wealthy also increase. Bu% in the case of saving accounts interest

has
rate differantials / little impaet even on those who have built up

balances
small / over the ysars. This is the rationale behind the low
rate offered on saving deposits. The low deposit rates are also ex~
plained in terms of low demand for leans even at low loan rates of
on
interest; and low real rates of return/investments.
The rate of grouth or Tixed deposits of 23% over the last
a
three years have bsen accompanied hy/growth rate of 22% for loans and
advances. This impliss that there has been some attempt on the part
of the banks to increase the flexibility of the use of this liability.

The high growth rate is the result of the indigenous banks rapid growth

rate of fixed deposits (37.9%) over the period. [More recently this bank
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has found it murg sconomical to pursue the same policies as other
cammercial banks opsrating in the territory, adjusting its intsrest
rates in line with these banks.

It ig necessary for the Central Authority to have direct con-
tral of fixed deposits increases of the country and play an active
role in interest rate policy. The differential between the dépoesit

and loan rates should be adjusted.

Deposits and The Supply of Money and Credit

The issues dealt uith.heré are firstly, the possibility of a
Central Bank influencing the volums of cradi£ via policy towards
bank deposits and secondly, the relationship between demand deposit
and the money supply.

Theoretically there are three avenues to the Bank in respect
of the first issue, In the first instancs, the GCentral Bank may-
attampt to control ths growth of deposits by manipulating interest
rates. The second averus available o the Central Bank is that of
maintaining a stable price policy. Sauings depend on real income
and can be undermined by psrsistent increases in prices. Inflation
roduces the real rate of return nﬁ financial assets and hence is
inversely related to the demand for depogits. Finally, in a dynamic
sense income growth depends on the allocation of éfadit. If a
Cantral Bank can influsnce the cumﬁosition uf credit it could expand
income ag a baéis for savings.

The effectiveness aof the fifét two policies dahends to a lange

price increasss and

extent on the sensitivity of deposits to/interest rate movement. The

demand for deposit functiong for 5%. Kitts-Nevis were estimated by the
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author employing data for the ysars 1966-1976. The rate of interest,
the price level and income were identified as important variables
influenging depositsg The empivical results obtained from analysing
interest rates indicated that there was no statistically significant
ralationship between the rate of interest on commercial bank ﬁaposita
and the.demand for these deposits., This means that deposits might:nut
bs greatly augmented by conscious intersst rate policy. With regards
to the sacond avenue, it was found that the hypothesis of a nega%iue
relationship betwgen price increases and changes in seving balances
does not hold true for St. Kitts—Neuis; Price inflation estimates
weore found to be statistically insignificant. Giuan.the motives whish
exist for saving in the country, many individuals will increase their
savings regardless of inflation, Finally, a positive income slasticity
of the demand for all levels of deposits was established. The value
however, is near to zero. A pogsible explanation for this is that
nonw—residents deposits is a substantial minority of total dgposits
being as high as 16.5% in 1973. (Sea Table IX). This woakens the
relationship between total deposits and domestic income, and under-
estimates the influence of the income variable. Income appsars to be
the most influential factor determining the demand for dapasits.%

Of the three possibilitiss available to tha Central Bank, that
of the credit allocation policy would be thse most effective for enhancing

growth.

* The results of the empirical study are tentative.



14.

It has generally besn accepted by economiste that the rate of
growth of the money supply affects the level of pricas, the pace and
pattern of developmant and the balance of payments . The money supply
is traditionally defined as consisting of demand deposits and curwency
in the hands of the public. Table X shous demand deposits as a per=—
caentane of the money supply. It indicates that these dsposites consti-
tute the bulk of the money supply reaching as high as 97.4% in 1975,
therehy emphasising the importance of commercial banks in ths monetary
and financial system of the economy. The statistical data reveals
also that demand deposits have been relatively stable throughout tha
period except for a drastic increease in 1974 and a decrease in 1976.

Currently, the balance of paymants problems appsear to be disge
guissed. The expansion of credit by commercial banks have been countered
by capital inflows in the form of capital grants, feoreign loans and
remittances,; or increasesin the lighilities to the private sector.
Under the present monetary arrangemants commercial banks Tind themselves
in & unigque position. They are fres to draw on exchange reserves of
the Monetary Authority, maintaining at the same time their foreign
exchange holdings.

The contraction or expansion of the money supply ia almost
totally controlled by the commercial banks whose pelicies do not always
coincide with the social and development aspirations of government. Ths
fMonetary Authority has limited influence in the growth of the money
aupplye. A concomittant part of the development process isg for thg
control of the money supply tso be in the hands of some effective and
efficient central authority. An ideal institution for performing this

typa of function is o Central Bank.
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SECTION TII:

Instruments Involved in Central Banking

The discussion so far has identified the areas and issuss to
which Central Bapking policy should be directed, and has outlined
empirical and theoretical bases for credit poliecy. In the remainder
of the paper, we commsnt briefly on the kinds of instruments that
might be utilissd.

The pursuance of certain policy objectives by the banking
system depends ultimately on the authoritative leadership of the
Bank. There are normally reven basic techniques of monetary control
used or incorporated in Central Banking laws. These are g=

(a) open market operations

(b) changes in central bank reserves holdings - -

(e) changes in the ligquid assets ratio

{d) changes in the discount rate

(e) selective controls

(7) meral suasion

{g) 1lender of last resort

Thesa instruments should enable a Cantral Bank &o bring about the
deéired volume ufrcredito

However, the structure and characteristics of the sccnomy do
not encourage the use of some af these traditional tools of munétéry
policy. In the first instance,t?euse of Open FMarket Operation énd'
Bank Rate changes as insiruments of monetary control would appear

futile, The absarce of a iLnoad and active market for securities (thess

are confined to Treasury Bills in this type of aconomy)mokes it impossible
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socurities to have the desired effect

on the maoney supply, or to fulfil the resguirsd nesds of the gousfn-

ment. The Bank Rate,or DPiscount Rate, might also prove to be of

lipited means. Investment depends to a great sxtsnt on foreign

capital, Foreigninvestors are
since their funds are brought
invests his business savings,
price of Gaﬁitalo This tends
Bank Rate.

In the cae nf'chanées

rate changes

el

not sensitive to interes
in.. The local businessman usuwally rge
and he ton might not be sensitive to the

to impose limitations on the use of the

in the liquid asssts ratioc' of commercial

banks, the behaviour of thess banks has shown that they have accsss to

overseag balances and do not need to keep a fixed ratio of cash to

deoposita, The existence of branches of flulti-national Banks further

entrenched this position. They do not nesed to borrow fram the Central

Bank. and hold Treasury Hills

vhen there exists more lucrative fields

of investment outside ithe country. The only deterrent factor involves

the cost of moving the funds.

For this to be effective; it would

require the Central Bank to adjust itg interest rate structure.

The Central Bank function of lender of last resort can only be

gffective depending in the way in which the commercial banks visuw thelr

holdings at the Central Banks.

These congist of minimum holdings

required by law., The experience of Central Banks in the area has re=

vealed that commercial banks borrowing from the Central Bank is very

limited, and where it does exist it consigts of managing whe daily

cash pogitiong as stated in the laus.

In using its instrument of fchanges in its reserve holdings?,

the Central Bank has the responsibility of providing the necessary

-
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foranign exchange for making overseas payments., Here, thers arigsas
problems as to what the minimum halding should bs. Once this is
astablished, the Central Bank should have the nacgssary'powers to
maintain them at that levsel, This is indeed vital to the prevention
of loss of confidence in the currency. The experisnce of other
Central Banks in the area reﬁeals that credit expansion act as a
deterrent on the growth in foreign assets (the reverse is alse true).
Far Central Banking to have ithe dosired effect in St. Kitts,
it would haveg to adopt instrgments related to the sxisting geonomic
gituation. Tho nun-markotaﬁlu typa of controls mou;d prabably ba
more offectivo than the market typo. Those are primarily'salectiug
crodit controls!and 'moral suasion?,
Using credit controls as instruments of control, the Contral
Bank should not confino itself to restraint on lending but should
onsure that the funds lent are channelled into growth oriented pro-
jects. The rationale behind using credit controls wili bs for them
to be used as instruments of development policy influencing the long
term lending policiss of the commercial banks. The resulting offects
should produce a change in the term structure of leans and increased
lending opportunities to non~traditional sectors. Thess would include
loang to professionals, businessmen and small farmers for the purchase
of durable goods, equipment and the financing of productive enterprises.
Positive feedbacks expseriencsd through increased local production and
employment should result. The effects should also reveal the inecreased
renewal of loans for the provision of working capital and maintenance--

of the minimum foreign resexves.
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Moral suasion can bo a uscful instrumont of Contral Bank cons
trol. In fact, the existing Monetary Authority (E.C.C.A.) has used
this toechniquo offecctivoly to persuade commerbial banks to regulata .
and roduce some of thoir charges %o the public. The efficiency of
this method of control is based on the relatlionship betwsen the tuwo
secltors.

In providing instruments of control, the Central Bank should
take into consideration the existing sconomic situation and use those
monetary tools which is felt to be most effective. Experience of
othar Central Banks in the English speaking Caribbean in using
certain traditional instruments, would give the policy makers an
insight into the Bank's ability to suceessfully certain methods of
control.

Despite all the benefits and advantages to be gained from the
astablishmant of a Central Bank, it is Telt that the establishment
of a Central Bank specifically for Sit. Kitts-Nevis would prove a
financial liability on the sconomy of the country.  The size, the
financial and economic structure could not accommodate such a super

structure. However, a Central Bank of the seven territories sharing

b

4
EsCsCefe would prove more Truitful if managed and operated efficiently.
Some of the functions would obviouely have to change to facilitatse the

different territaries,

* For an exposition on the feasibility of a Central Bank for the E.C.C.A.
countries, see George Theophilus! work cited in the Bibliography.
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II

TABLE

COMIMERCIAL BAMKS SHORT AND LOMNG TERM DISTRIBUTION
OF LOANS TO VARIOUS SECTORS OF THE

_ECONOMY =~  1972~1977

ECH 1000
1972 | 1973 1974 1975 1276 1977
— o B}
Real Estate *80T9s[F3egs Jufruen TeEIIBWWOY [*yYeq°]°] g“ﬁﬁﬁﬁg
(a) S.T.l. 629 659 1 1,376 | 1,181 { 1,301 ] 1,489
(b) L.T.L. 1,011 | 3,469 5,049 | 5,130 | 7,838 7 9,188
Distributive irades - - e . R
) S5.Tele 2,649 1 3,128 | 4,263} 4,583 1 5,601 1 7,091
($) R pETL 08 > zog{ss ’ o qL6L
(b) LaT.Lo 899 892 686 099 668 | 1,083
98 ° 6% 8czt9z 0z8{g59 " q4L61
Governmaent and Othe:
Stajutory Hodies .
B6°SH 042492 BZL 145G ' 6L
(B) S.T.L. 649 | 1,103 1 1,231 3,817 { 2,617 14,156
(p) L.Tgtws 58% %22 a9y - - TR PN
Agrjculturgkdinans LOLALL ya994g agqueaaq AL61t
. {f) S.T.L. 614 { 1,187 884 636 344 1 1,790
-3 T I Y N S aza | ¥.aFg ) 1.24211  sso | 5481 437
L Jo BOUBAPY gqegay gapug
Perkonal %%gﬁsz Pye sueo Teq01 %uraad
(a) 53T.L. T TTUYYGT T, USY TS L O T e 2 ST 1,434
(b) L.T.L. 451 337 370 797 474 1 1,122
Land Construction and
Development = S A N
qL6L=ZL61) S13SSY MYL0L 4o
(a) S.T.hgyinaouad v 4v EadR%abv? afé9 duvdadSivh 19834 alyung396 466
{b) L.T.L. 676 154 100 38 70 651
I 378v1
Total Loans and Advances| 17,161 | 22,485 | 26,277 | 26,238 | 30,634 | 41,283
SOURCE: EeCalohs
(a) S.TeLe = Short Term Loags

(b) LeTabo

Long Term Loans
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TABLE

1T

SHORT AND LOMG TERM DISTRIBUTIOMN OF LOANS

TG VARIQUS SECTORS

Real Estate
{(a) LaTelo
(h) S.T.L.

Distributive Trades
(a) L.T.L.
{(b) 5.T.L.

Government and Other
Statutory Bodies

{a) L.T.L.
(b) S.,T.L.

Agricultural Loans
{a) L.T.L.
(b) S.T.L.

Fersonal Loans
(a) LITG—LQ
{b) S.T.L.

Land Construction and

Development
(a) LeTals
(B) S.T.L.

54
256

185

ige
194

645

SOURCE s E.CsCoAs

1973

1974

1,883 | 2,882
65 157
116 112
416 596
283 271
4 2
209 158
186 73
127 31
- 101

OF THE ECONOMY BY
THE INDIGENOUS BANK 1972-1977 __

2,259
26

174

587

2,815

264

111
152

38
36

EC£'000 .

133

384

3,467

297
14

365
180

35

1977

3,623
47

213

1,044

4,391

311
1,546

288
160

181




YEAR

il 1972
1973
1974
1975

1976

SOURCE s

March 1977

THE U.K.

22,

TABLE IV _

CURRENT PRIME LOAM RATE OF INTEREST OF EACH
COMMERCIAL BANK 1972~1977

Bagk Bank

A B

8% 8
9% 9%
5% 9%
i 9z | 9%
6% 8%
8% 8%

E<CuCoh.

TABLE

) éank Bank
& D
8% 8
10% 8%
11 8%
10 8%
10 8%
9 8%

—_—

v

BANK RATE AND THE INTEREST RATE PALD

on savines(a) AND TIME DEP0SITS(b) 1972-1976.

Poriod Ended

Decomber

1972
1973
1974
1975

1976

SOURCE g

Rate of Interest
Paid on (a)

3.00
4,00
4,00
3,50

2,75

E.C.C.A.

Rate af Intersst
Paid on (h)

4,07

HeKo
Rate

91,25

Bank

9.0
13.0

11.5

14,25




e

Pprigod Ended
Decembar

1972.
1973
.1974
1975

1976

SOURCE s

23.

TABLE VI

RATES OF INTEREST ON LOANS, TIRE ANG SAVING

Rates of Intersst

on Loans

EsCeC.A.

Rate

of Interest

on Savings

3,00
4,00

4.00

TABLE VIT

S __._r,,,
i

__ DEPDSITS OF THE COMMERCIAL. BANKS 1972-1976

Rate of Int.
on Tima
Depaosits

(6 months)

4.07

LDEPOSITS IN THE LIABILITY PORTFOLIO OF
COMMERCIAL BANKS 1972-1976

Perind Ended (1) (2)

Decemhar Tatal Total
Liabilities Deposits
e T S
1972 37,654 33,276
1973 41,631 34,962
1974 57,128 42,239
1975 65,830 50,528
1976 85,562 65,018
SOURCE ¢ E.CoC4A,

(2) as a
Porcentag
of (1)

s

Rate of Int.
on Tims
Deposits
(12 months)

3.00
4,00
4,00
350

2,75

e..\

GB. 37
83,98
73.94
76,35

78.75




1972 (a)
(b)

1873 (a)
(b)

1974 (a)
(b)
1975 (a)
(n)

1976 (a)
(b)

SOURCE 2
(a) =
(b) =

éﬂ.

ABLE Y11l

6(a) anp 12®) monTHs TikE DEPOSIT RATE OF
. EACH COMRMERCIAL BANK 1972-1976

BAMK BANK BANK
A B C
4 4 = 4L 4%
4% 5 ~ 54 5
7% 7% 7%

8 8
7% 7% 7%
8 8
6% 7 7
7 7% 74
-~ 3% -t
b — 405

EsCoCshs

relate to B months Time Depesits

rolate ta 12 months # w

-~
1o

@ -

-3
(&)

m

i
ol

o

L



N
a2

25,

IX

TABLE

NON-RESIDENTS COMTRIBUTION TO TOTAL
. DEPOSITS 1972-1977

- - = e e a

: (1)
Opriod Ended Total

December Deposits
1972 33,276
1§?3 34,962
1974 42,239
1975 50,258
1976 é59018
1977 76,193
SOURCE EeC.C.A.

BAMK OF JAMAICA,

(EC§t000)

Daposits of
fMon~Regsidents

(2)

4,906
6,800
6,449
7,723
8,815

9,937

Column 2 as
Percentage of
Calumn 1

12.2

16.5

15.3

15.4
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TABLE X -

S rverak

DEMAND DEPOSITS AS A PERCENTAGE OF
. THE MONEY SUPELY 1872=1976

- e e e e

(1)

Period Ended Fg
December

1972 €,565
1973 6,403
1974 8,520
1975 6,620
1976 9,497
SO0URCE s E.CsC.A,

{Ecéroo0
(2) '
Dd Column 2 as.
Percentage of
“Column 1 -
5,031 76,6
4,962 . 77.5
7.098 83.3
6,450 97.4
7,481 78.8
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