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ICY IN BUYANA

HONETARY FO
7

The use ot  appropriate monetary policy can be impsriant in alleviating the
economic  problsems  of developing countries, Hver the last decade the unstahle
internatinnal economic system has bad significant repercussions for indlation and

balance of payments for developing countries. The disesquilibria cannat be attributed

]
T

to international factors?! only, but, in some mpasure, 10 gomesiic policies also. The

domeslic economic policies, did contribute to the dncreasing deficits and Lhe run

.
1!

-

down  of intsrnationa resgrves  In many of ‘these dovsloping countries. fig
inslability rausezs by bolh the international and domestir factors inhibitesn growkh

and tavelogment in these sconamigs.

Monetary policy s an  essential part of sconomic policy angd is effsoted
Hraugh the  Central hanw.,  The essential purpnse of monstary anlicy is to regulate
tiie money supply to mainlain economic stability and facilitate economic growhh®,
in [Buyana, the Lentral Benk was established with the principal objsctives of
"fostering monetary stabilitly and promoting credit and exchange ronditions conducive

tn the growth of the economy"®. Howsver, enpgredictable influences on fareign

fha]

Y
4

exchange retzipts and the uncontrollable impact of fiscal devicits made the task
contralling the monsy supply difficult., Although the success of monstary policy with
regards to ihs overall ecohomic goals may be limited, greater achievement can be

attained on thes intermediate targets.

This paper reviews the monetary and credit policiss in the Buvaness econsmy
over the peried 1974-17BEZ. The opaper is divided into tws seciigns. The first
section sxamines the theoretical and general aspects of monetary policiss  in small
ﬁevelapinq countries., The applicability of the traditional wmonetary instruments will
ba exanined wiih cognisance being taken pf  the structural  features of  these

c

untries, The use of credit, interest rates and sichange rates as  measures in

Il
jw]

pursuit of policy gosis will be analysed in greater detail.
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_ The éecpnd-sectipn reviews the monetary policy in Buyana during Lhres phases
accarding to  the peculiar -events experienced by the macro e;aﬁnmy. The mpnetary
devainpments'willfba analyaéé'in relaticn ta the general etononic periormance of the
country and the grdgramh@ adjustments undertaken with assistance from the

Internaticnal Honetary Fund.  The period is divided as follows:-

&%
LR 7 {a) 1?74*i97?,'the-périmd tharacterisad by the boom and syvantual fall in sxuport
' prices and earnings. - ' '
(h) 1978-1982, the perind in which‘rthe country experisnced seripus ecunomic and
-§inancial erisss. This second period  can bes ciassified as a perioed of
‘kight’ or “restrictive’ nonetary policy. '
}ci'l?BE-E?Bﬁj the gperied characterisad by' the revival of eronomic growth buot
with the futher deterioration af ménetary aggregates, Thz monﬁfér?'pulicy
ﬂuring this pericd can be régardeé as very‘accammédatiﬁg, '
A
~A
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ELTION 1

e

~ " [HEDRETICAL ASPECTS DF HONETARY POLICY

The classical monetarists view the supply of money (hﬁgically currency and
commercial banks demand degosits) to be directly related to the level of sconomic

actiViﬁy. They view that . a greater mqnéy‘supply induces expanded scopomic activity

by enabling people to .purchase nore goods and SErvices. Thuég by controlling the

growkh of money supply, the authorities can to a greab evtent regulate economic

g%gwth and control inflation.

-THE weynesians, on the other hand, relate mﬁneta?y policy to intersst rate
changes, The? arguéfthat*an expanded supply of wmoney in circulation increasss the
availabiiity uf lbanable- funds. é supply of luanéble funds in excess of the demand
leads to lbwer' interest rates. ‘Gince investment is assumed to be in?srseiyirﬁlateé
to the prevailing }intarest- rates, businessmen will Csupand  their investments as
interast rates fall -and . cradit Hecomes more availahle. - The higher lsvel ~of
investment, ceterius paribus, raises aggregate demand, leading to increase econemic

activity.

The monetary - pelicy in the ﬁévelnped countries as explained by both the

“classical monetarists and the Keynesians assumes the existence of & highly organised

and efficient financial asarket. By contrast, ths pursuit of mnnetary/aredit'pﬁlicieé
in'_deyélupingrcountrie5 is ronstrained by the 1low level of develepment of the
financia] markéia“. Biven, therefore, the significant difference in financial
sophistication between the daéé}mpéd and dEVéiﬂping countriss it iz evident that aany
nf the measures of sonetary control would be of little use in the developing

epuntries.

Open markel operations as a monetary insbrument are generally inapplicabla
up ] p i ¥

,hegauée of the lack of securities, Furthsr, the control of the amsney supply in

developing couniries is constrained by the openness of these gconomies and by the
fact that foreign exchange earnings are a significant ahdrvafiable source of domestic
financial resourcas, Since the énmmer;ial banks deposits are therefore liable to

steep increases at various btimes of the vear, the uss of the reserve reguirements and
: ’ k 3 i !

the hank rate will be inapplicable ar ineffective since they will nscessitate

frequant changes® o kagg the supply of coammercial bank credit copstant.
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Most important, the commercial banking systea of fmnst devaloping countries
restrict its activities almost exclusively to allocating the scarce funds to “credit

worthy®  medium and large-scals  enterprises in the mahu%actufing and commercial

seninrs. Small- _farmars' and  snall scale entreprenpeurs and traders iﬂ tne

manufacturing and service sectors ganéfally nave fg szek finance gisswhers - usually

“from the infermal credit network (local moneylenders), where exorbitant rates of

interest are charged®, -

In addition to the underdevelopment of the financial siructure the econosic

structuire of developing countries pose constraints to the achievements of poalicy

objactives. This idea-is clearly articulated by Dr. Frebish in refereacs to Latin

fmerican countries.

“There _are extresaly powerful structural  factors in Latis
America which lead to inflation and against which traditional

monetary poliries is [arel powerless"?.

Tﬁe sevé%e struciurél supply coﬁﬁfraints-(thatri55 the low ElgSticitiea of
supply?) 'in many devéluyihg countrias may b=z due tao obsnlete machinery, p}an? size,
the inadeqﬁate_supply of inputs, the technology used, inetficiency of m&naqément-and
tha*général‘ lack of jn%@fdepandanta within the industrial ‘sectar. HNotwithstanding

these fattors, the structural supply Figiﬁitias imply Lthat an increase in the demand

for goods and  services will neobt necessarily be matched by increases in domestic

supply. Instead the eicess demand will lead te or worsen inflation®,

Intlationary pressures in developing couniries ars linked to the expansion

of the monesy supply. f significant expansion in the money supply creaites an sxcess

in.theﬂéggrégaté,damand for goods and sérvices, which can lead ta highgr priceas. AR

expanded poney supply exerts little or  no inflationary pressure on the economy

'gravidaérihat thare is a change in ~the availability of goods aﬁd'SEFQites to satisty

_the excess deaand. The availability of goods and services to satisfy the supansion

in aggregate demand depends on the capacity to imgu?frand the expansion in domesfic
production. The capacity tao dmport in  turn depends on. the increass in_ export
sarnings _an& capital inflows. Within recent vyears, there has howsvar  haen. &
reductian'in-ﬁet'lénding by developed countries snd the export earningé of developing

countries have also fallen. . Hence, the use of credit policies becomes erucial in

regulétiﬁg tﬁe noney suppif.
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Honetary Pelicy and Credib

Credit policies have been the most important aspect of monetary policies in

daveloping couatries. The net level - of domestie credit extendsd by the banking

 5y5tam (that iz, the domestic cﬁmpcnénf af the money stpck) is gaﬁéra}ly taken as a

 basic monstary toel since the wmonetary authaorifies can contrel this aspect of the

monay  supply. The " growth of domestic credit  is, however, closely linked to the
government borrowing requirements and hence te its  fiscal policy.  Since the
governments of develnping countries finance their deficits largely from borrowing

from the banking system, the sxpansion of fiscal deficits results in the increass in

-domestic credit,

Credit deVelﬁpménfs in an geonony generally aftfect national income and bhe
balance of payﬁants, lihen domestic credit gxceads  the amount of ﬁnnay demanded
nominal income is réisad tgading to an;iﬁzr&aée sipEnditure Vnn;ﬁumeatic ganda-whith
in turn, fusls inflation.  However, in an apen'a;mnumy'thé increase in exupenditurs
will give rise to an-increase in the demand for imports. In order to finance these
imﬁarté'th&'banking'syatgm sust tharefore draw upon its holdings of foreign assets®.

In tha open economies of the developing countries the increass in bank credit would

‘leak put’ of the system -in the Jorm of imports resulting in bhalance _nfrpaymenta

deficits”,

Tredit palicy is 5igni¥icant in that thruughrluahé and advances the banks
c;n provide funds which, i properly invested;'can assist in national d@veiapment.
The Lentral Bank, therefore, has that impértant role to ensure that fhe lending of
the commercial Hanks be directsd tnrrthermast Ecunbmiﬁ_and productive use. Thé
Central Bank -ﬂéﬁ stimulate an Expﬁﬂsiﬁn_'nr force a contraction of the loans and
aﬁ&anﬁeé made by the commercial banks by Qaryiﬁg the reserve requirements which must
be maintained, But, iﬁvafiably, ressrve requiremeni are almost always sxceeded in
devaluping,nnuntriea; The Bank can alse set guidelines as to the allocation of tha
credit suppiiEd from savings through the banking systen, for gxample, how much to the
government, the ather gﬂhlic sector and the private sector and also how to allocate
in the p(i#ate gattar:hetween particular uaéra'{that is, personal, agriculture,

manufacturing, ato.d.

The Central -Bank thrﬁugh its direct guidelipes and to a lesser extent, by

-moral suasion can  influsnce commercial banks® lending. The lavel of lending rates,

overall credit ceilings and  sectoral ceilings have besn and continue tao be the most

-impnriant aspect a§,ihe Central Bank’s actions in influencing the credit gractice aof

commercial banks.
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‘Honetary Polify and interest-ﬁates

" The use of interest rate policies to effect economic growih and development
in develaoping ceuntries - is still an unsettled issue. . Many theorists claim that
interest rate policy is useful in mobilising savings and directing credit to the most

wtficisnt ssctors, thereby contributing to economic growth. On  the other hand,

others claim that the investment decisions are not influsnced in any great extent by

the interest rate polivies®, -

. - Assuming that capifal shortage is a serious constraint to economic growth in

daveloping couniries, the raduction of capital inflows .in receat sars makes it
: G RN ; o

'ihp&rative'fhat‘ﬂbmeatfc Eavingﬁ'must he mobilised and tapped. To encourage savings

the approach should agphasize an increase in interest rates. IL has heen argusd that

“the low interest rate policies pursusd in many developing countriss have contributed

b

ta the reprasssion of financial intermediation®, The nsgative real rates of interest

prevailing  in  the sconomies pf developing . countries result inm a low level of

financial savings and thE-iﬂEffitiEﬂt allocation of resources.

Tﬁere are several reasans advanced in support of positive interast rates,

from a,demand‘managgmeﬁt pefspectiye. Among them are:-—
{a) Bavings will - be more é%%eztiveiy mobilised because the ipcrease financial
--_rewérd will induce people fo increase their savings. The increase in
ééterest rates will engeuragﬁrindividualé to rﬂdﬁte'current consumption ang

slace more funds intd interesi-b2aring deposits.

{h) Positive interest rates will assist in the efficiant allocation of funds
among borrowsrs. The higher cost of capital will discourage =nirsorensurs

who are inafficient?®?,

:fc) Fositive .interest rates can have a ﬁeprassihgr impact on 'iﬂFIatiDﬁ. Thea
inoreass iﬁxiﬂtereét rates can cause a-curtailment in investment. Tha
impact of the reduction fn investment will be reflected in the dac}ing in
‘aggregate wagéé,_whitﬁ- in turn raduces real cansumptinh, The Feductinﬁ_ih

consumption can have a dampening effeckt on inflation.
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Honetary Policy and Exchanne Rate

The’use'a§ exchange rate 33 a policy instrument has freguently besn & sourre

- of contraoversy. 1t has been argued that, in certain circumstances, devaluing the

curvency can be a direct and powertul wmethod of improving the balance of payments,

-and in wother rases, it causes declining economic growth and the inersase in

unemploymeni. The effects of an exchange  rate devaluation are reflected on domestic
economic activities, international trade and payments and, in general, on ths halance

af paymenté accounts.

- ﬂn_exchangs'rraterchange can be viawed as farilitating & reallocation af

resources into secters producing export goods. It is anticipated by the elasticit
: : BT , 300! _ p

‘approach of devaluatiaon apalysis that there will ba argigni$icant improvement in the

export performance. Therefors, the net  forsign reserve position of  the domestic

banking system will idprove Favourably.

Exchange rate cﬁéngés iﬁ many developing countries do pot alwayﬁ-fesult in
the désired benefits becauss of the structural nature of thess esconoaies, Thea
unattainment ﬁ% these benefits do result in the use of severe axchanga- control
rastrictions, whi&hir in £urna gncourage  a bﬁuyan£ “hlackmarkst ar  parallel sector’
fbrrcurfénty_ as well as goods  and services in %h@ée'ecenumiea; The ‘bla;kma%ke%
réta' is highsr  than the official saxchange rate. = An :éxthange rate devaluatinon
furiher jhcfeases the"bléckmarket rate’. In caseﬁ}'where the ntackmnarket rate is
very nigh reiati%a iariha'bFficial aﬂchangé-rata‘the banking systam suffers bevause

many transactions will be done-in the informal sscior.

In developing countries, the sgistence of the ‘parallel or blackmarkst’ for

currency has disastrous implications for macroeconomiv policies. The use of exchange

rate changes, in these circumsiances, can frustrate the monsetary authoritiss’ actions

aimed at veducing aggregate “denand. | The fighar “black market’ Eﬁchangé -rate £an
lessan the monetary authorities’ control on the money supply since they aight not

know the extent 6% the impact of the garallal market.




BECTIAON I3
MOHETARY FOLICY IM BUYANA

1. HReview of Hoostary Uavelopments

PBuring the years 1970-1972 Buyana experienced an average rate of econpamic

grswth nt. 2 peErcesnt. This raal ~ growth coupled with a favourable terms of trade

rasu]teﬁ'in the relatively lou current account deficits in the balance of payments (5
ﬁertent of GDF).  An adEQuaie'amﬂunE af capital inflows over these vears allowed the
ecmnnmy:ta build up its stock of international reserves. Al the eng of 1972, these
ressrvas apounted to B$66.8 million. This state in the external sector impacted
%avaurébly o fhél domestic scene. Lonseguently, the finances of the rcentral

goverament were almost in balance with the deficit amounting to 10 percent of GDF.

These developments meant thal ther2 was no pressure on the domestic banking

system., The maﬁey'suﬁply grew at an annual average st i3 percent. Thus ths domsstic

prices were rather stable at an annual éverage oi 3 percent  in the years 1979-1972.

Also, bobh private and public savings were rising rapidly.

~During 1973 a series of adverse developments led to a substantial decline in

the current account of the balance of payments. In the {first instance, the price of

fuel, one of  the. major and mast essential inﬁut into the prnducti#e_VSE;tﬁr
shyrocksted in the latter half af the vyear. Also, 4the level of production and
sxports of the .m$j§r gr0dutt$ dealined. The da%icit of the balance of payesants at
the ené_afli973 ammunted'tﬁ—BEIEE,i nillion, 82 percent larger thanrin the grevious

year.

Thase developments in 1973 placed & severe strain on the banking systen,

Dredit to thﬂrcéntralt governmeEnt anounted to BE7E.3 willion compared with G$23.4

-miilinn‘in 197E. -The “net international resgrves declined by &4 percent to reé;h

3$23.9 million at the end of 1973, As was expected, in early 1974 the lower level af
fareign reserves placed considerable pressure on the foreign pavments position of the
country. The need therefore arose to restrict sifective demand to raduce the balance

of payments deficit and to modsrate the rate af inflation.

-The monetary policy. pursusd within the first ssven months of 1974 was very
resirictive. The focus was on restrictive credit  expansion and tight exchange

controls.  The Central Bank “in its giidelines to the commercial banks placed a firm

=%

estraint on any increase in bank credit (Appendiz I). There was the reduction and

gubagquent‘5u5p@nsian‘u%-,tu&?iﬁt travel allowances and the suspension of saeigration

o a
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allowances for Guyansse nationals. In addition, the foreign ouned coapanies from
putside the Caricom area were asked to reducs their indebtedness to the banking

systeam aad to retain funds arising. from depreciation within Guyana.

Between January and July credit to central goverament declined and cragit to

"the oprivate seatar,'shnwad a ‘modest increase, Bank credit to central governaant

déc]ined'by 6%7.4 aillion froam the beginning of the vear ito reach 5$144.2 million at
snd of July'1?74;and cradit to the p?ivafe sactor showed & 13 percent rise to record
G5108.8 million during the =mame period. In addition, during the same pericd the net
forgign assets of the banking sysien ragiétered a 2% percéntréaclina to reach GEIB.4
mi}limnlérﬁm B$23.% million at the beginning of 1974. Ths success  of ine mﬁésureg
implementsdrzannnt singly account for the monetary aggregates; incorporated alsb,

were - the balance of paysenis and fiscal policies aimed at  achieving the sane

objectives.

_ Howsver, the econamic performance  of the economy improved significantly
through the phenomnenal boom in sxport rcommodity prices (especially sugar) in ths

latter hali of - 1974, Conzequently gxport  earnings increased considerabl
¢ q ¥ ! ning

~accompanisd by the improvad nat forasign reserve position { Tables 1 & 1Ii. The

Central Bank aodified the cradit guidelines to allow the vommercial banks to lend to

‘the productive enterprises particulariy small agriculture and manufacturing. There

was also the  relaxation of the impazitina of exchange controls made wmariier in the
year with regards - to licensing of imporks and  the imposition of quota for the

ipportation of certain consumer goods.

The cnmmefcial banks' eredit to agriculture which had declined by 6%1.2

million in the first ‘half of 1974, raecovered in the latbter half - to G§9.4 eillion at

the end of 1974, However, the annuél percentage cﬁang& had decline by 1 pércent from
the praviaus yearﬁs_taféi,u% 5%¥9.5 million. In addition to th&-agFiaultural_secinr,
bénk credit te ofher mafufacturing and processing showad zubstantial rizes aageciaily
in theriatter_half nf the year, registering a 29 perﬁehtrkiae at year-snd over 1973
1e¥é1;(Tahle-UI)P-'Eredit tn the nthar'ﬁuhlicrzéctor {public éntarpfisea) accelerated
in. the latter halt ‘of 1974, regiatering‘ar total of B55%.7 milliaon at end of the year

T

compared with,.8$22}é millien in 1973. At the end of 1974, credit of the banking

systam déclineé~by B percent from ths previmusryaa%‘s total of B$#ZB0.% million.

At the end of 1974, the economic performance of ithe country had showad 3
genarally marked imgrovement fram fhe previous ysar. The balanca of payments deficit

reduced to 510 million compared with G123 million in 1973, The total resocurces
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placed in the banking systes oubtpaced credit swpansion and there was an increase in

et _+ﬂréign asset position by GE70.73 million; The weney supply grew by [BF435.8

¥

million {14 opercent)  #from the arevious vear. Marrow wmoney “rose fasbter than

guasi-meney. Frices were however under some pressurg  as ths gerformance of  the
non-traditional sub-sector ({coconuis, ground provision, plantains, meat, 2ggs ste.)
was not significant.. In effect, inflation rose by 17.3% in 1974,

The hoom tﬁndi{idns “which. started during the second half of 1974 continued

.F
in 1273, The vrising sexport sarnings and increasing capitdl inflows impacted
favourably ‘on the ecenomit  performance of - the economy.  There was basically no

pressure on the balance of paymenis since the nat forsign reserve position was rising
rapidiy. The net foraign assets of the banking system increased by BE90.3 million

during the yéa% to reach G%1B4.5 aillian by year—and. With foreign reserves rising

during the year ithere were less restrictions on foreign exchange transactions,

During 1973 tha Central Bank did not set any ceilings on averall cradit but
sought through a=oral suqsinn to encnurége the commercial banks to direct credit to

tha-,p?uductive sectors  (particularly agriculture). The cradit guidelines placed

limits to personal loans and to the distributive trades-(ﬁpﬁghdixk,rrin additian, the

appraval of the monetary. authority was needed for lending to public corporations

above a sﬁeciéic limit.

Eredit Lo agriculture increzased Ey B%1.7 miliion (12.B parcent) during 1773
to reach 8%10.6 million at year end.  In spite of this increase, the credit extended

to small agriculture has been below the ainimum ceiling reflecting the commercial

- banking'attiﬁudﬁ' towards small farmers!S (Table IV). B?édit extended to personal

loans and to the distributive trade were élgn kept within ths guidélinas,_ Eredit fo
the .public sector- increased by B$0.2 willion during 1975 and the tofal .cradit
xtgﬂdéd to this ﬁegtar,in'ié?ﬁ was below the ceiiiﬁg‘ of B54.%3 million set in the

guidelines{Table IV).

Bank credit to central government in 1975 rosa by 5$56.3 million following a
deciine of B$63,61milliuﬁ' ithe previous year, The significant rise in crediit to the
rentral gavernmnent reflected Cthe poor fiscal operations. While personal empluments

ware contained within budgeted lavels, miscollaneous charges expanded rapidly. Also,

there was a substantial rise‘ih rapital expenditure (6$351.3 million . compared with

BE104.4 million in 1974). The significantly largs capital inflosws together with
sﬂhstantiaily ﬁighek. prices of the major exports coatributed io the %Elatively l1ow

de?icit in the balance. of ?aymantﬁ, The deficit in ‘the balance of payments reachead
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 B$23 million in 1975 compared with B#10 miilian-and GELZ3 million in 1574 and 1773

crespectively.

The money supgiy—axpgndaﬂ by B#131.5 million in 1975, 41.4 pe%teﬁtrabave the
pravious year, Resuur;es_placed with the banking system esxpanded faster thén bank
credit aﬂd Ehusiperaitted an increase in'r}breigﬂ assets by GBF70.7 million. ﬁgainfaa
in the ﬁrevinus y®Bar, narrou manéy--rﬂse faster than qﬁasi~moﬂey, Howaver, the
improved levels of énmeétic ﬁrﬂductiﬁﬁ of non-traditional agricultural and
manufactursd guaods lessened the pressure on prices. Lonsequently, inflation rose by

7.9 peﬁcan{ in 1975 comparad Qith 17.5 perﬂenf in the pravious year.

By 1976 the boom conditions. the,a:ﬁnumy éxperiehced pariier had virtually
ended. The'declihiﬁg térma_m% irade, caused by falling sugar prices, reducad suport

earnings drastically and placed severe prassure on the balance of payments (Table D).

‘The balance of payments deficit on- the current account increased from G$2Z2.% million

at the beginning of fthe  year to G33350.8 awillion at the end of 1974, - Honstary

pulicieé were directed ai restoring stability ‘in the management- ot the -foreign

resarves bo sase the growing foreign 2xchange groblem. Credit pnlicieg“wére aimed at

rastraining credit sxpansion o buth'the private and public sectors{Appendix}.

- The nef foreign reserves declined rapidly ﬁhfuughnutri?7é creating a serious

¥bréign axchénga problem. The naet foreign assets of the banking systen decliped fronm

" B%184.5 million at the beginning pf the year to 8%54.% million in June %o minus B$4.7

million at end of “September. 1t reached minus B352.8 million at yaaf gnd. The

resulking foreign exchangs problem necessitated stringenit exchange control measures,
In Movember, the Central Bank decided jtd monitor more closely Lthe fareign receipis

arrd paymehts through the hanking sysienm. The receipts from euports were centralised

in the Bank thus limiting the extent to which the-cnmmarcial bank could offset axport

receipts.  The Central Bank allowsd Ehe “commercial banks Vfa make import payments

exceeding B510,000,

?Ee Central Rank through its  aorse restrictive ;radit guiﬁalinés ko the
cnémércial-banks in 1976 sought to acﬁieve_a very modest increase in credit, The nat
wank credii to the'_private sector shﬁwéd a marginal iﬁcrease of B$2.9 million in
respuﬁae- ta thé ;tﬂiling of 7 percent - crédit spansion  to the private sector
(eatiudiﬁg.'canpparaﬁivea}raétablished by thé Central Bank. Credit to the other
public sector increagad hy Siii,Y-miliion-as comparaed with lthalmarginal increase of
G30.8 mii]iﬁn in}iq?ﬁ.‘ Thiﬁ“ghi{t towards increased Qub]ic sprtor landing reflected

the acquisition of externally owned sntarprises noetably, the transfer of sugar
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manufacture o 'gﬂvefnmahi 7 cunership. The central 'Qﬂvernmant - deficit ross
signiticantly ia - 1976 hecauss of tha- fall in  the sugar levy and the lérge
nationalis atan payment The net bapking systen Eredit to fimance central gaveknment
deficit amounted En GF242.3% million in 1974 against B$56.3 million in the pravious

yEar.

- The money supply Espanded slawly by 9.4 percent in 1?%&'(cdntra5ting to ths
41 3 pﬂrcunf 1ncrﬁa59 in the previous year) and this was due in iargn @nasur to the
targe decling of narrow Vmaney (m31n1y demand deposits). Unlike the pravzuu5 two
yeak5; qué5i_ hnney expanded %aﬁter‘th;n na?rﬁﬁ ROREY. Therinéreaﬁe in curreacy in .
1976 was greater than ﬁémand deﬁqaits', The government of Buyaﬁa t%eésury bills rase
substantially from GBF167.3 million at the end of ‘L1975 to G8331.6 nmillion at the end
3 }?765 _thereby, contributing to théﬁliqufdity position of the commercial banks.
The suﬁstaﬂtiai insr@égé in treésury 5ill issues tinanced the gaveknﬁent’s borrowing

needs (which increased significantly with the fall in sugar prices and the subsequent

dacrease in-sugar 1¥vy) The impact of the growth in money supply did contribute to

an increase 1n damestxa pr1:95, The inflation rate in 1976 was 9.1 percent conpd“md

ulth 7.9 perten% in 19?;.

In 1%77, fhe ;ecanumy was pushed into further depression, by the decline in
the real producticn ia ~the suport sactorte, ?herpraductiﬁﬁ of  the two méjﬂ? export
%ELtUrS {sugar and bau ite)  were below the levels in The - prﬁviﬁua fear . Export
garnings decllwed agazn durlrg the yearrénd activities in most sectors of the economy
we.e-redu;ed. These dﬁiﬁiﬂﬁﬁ?ﬂtﬂ durjﬁg'tha- year nighiighted. the nesd to effect

adjustment to Lhe EhtE;ﬁai sector in subsegusni yaars,

The restrictive mqhetaﬁy- policy of the latter half of 1976 remained
upchanged in 1977, Thea LCentral Bank in January withdrew the delagatsd authority of
the commercial bankgj from making import payments Eﬁcaeding”ﬁéiﬁ,ODﬂ, The #ank also

began to effectively monitor the licencing systea through which import licence guotas

- ware allocated to iﬁdiviﬂualm on the basis ©of a foreign exchange budget. The aim of

this ayﬁtem,wés-tn.limit ;mnsr* payments to the availability of foreign exchange. In

adﬁition,fthg fBanE'reimposedVreatri;tiﬂns on  the allowances for holiday travel and

gift vouchars.

The expendifure restraint in both the turrent and capital accounts resultisd
in. tha reduced dE%xclg in Eﬁﬂ+|ai guvernment finances in 1977, Consegusntly, Banking

system credit to the tantrgi goverpgaent reached §3143.5 million compared with B3$242.3

gillion in 19746, ° On Ehg other hand, credit to the other public sector {public
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corporations) increased by GF4L.0 millien in 1977, Credit to the 'privataraecinr
guring 1977 -ﬁatiined by &$7.7 million as against an increass of B¥Z.5 million in
1974, . The credit expansion by the bénking systea in 1977 was B¥175.8 ‘million

compared with Eéiéé.ﬁrmil}ian in 1976,

" Biven the decline in net foreion  assets and  the eapansion in  domestic
credit, the money .supply expanded by 22.7 percent in 1977, But, unlike the srevious

year, narrow mwoney accelerated much more sharply than gussi money. Harrow monegy

expanded by B$62.8 million whereas quasi monay grew by B¥48.8 million. Within narrow

menaey, currency expanfed more rapidly th§ﬂ;demand deposits espéaialiy in the last

quarter and this was primarily related to the large magér payments. The deliberate

- monetary expansion had consequential iaplications for inflation. -Inflation rose by

8.3 ,ﬁeraent-in 1977 compared  with. 9.1 percent and ~ 7.9 percent in 1974 and 1973
respectively. . ' - -

The ragtrittinné on -import payments coupled with %hé Saiary increaﬁés ﬂuring
tha yeaf cﬁnt?ihﬁte&.ta an unusual grawth in-degnaifaj iﬁ'the'haﬁking systanm. Thae
iiquidit§ iﬁ thausyztam reflectad to seme extent the build-up of afrears_n%ruveraeaa
gayments by ‘the business ssctor. The liQUid_assetE ratio D? the commercial bank

increased to 45 percent of total ﬁepusiis in 1947 compared with 37.& pereent in 1974,

~In omid 1978; a aﬁe“year- Etandhy-arrangéméﬁt.under the asaisiance of. the
Iﬂﬁefﬁatimﬂal-ﬂunetary Fund was imgiamenieﬂ. Tﬁis was}ﬂmﬁei in order to check ths
etnnnmit decline and;prapa#e the stage for econpmic réc&very.__Thé short berm standby
programnine wasrdirstteé-a% limiting aggfégate deménﬂ ang cansequently-inflatian {that
is, restoring intarﬁal and szternal balance). fAccordingly, the programme included
the follepwing targets. ' B -
(a)ran 'iﬂcreaﬁe,iﬁ domestiﬁ savings from 3 parcent -in iﬁ percent of gross

national product and

{b} a fedu:tinn'in-tha currant deficit of the balance of payments to 10 parcent

of gross natiunal product.

These financial targets, iF achisved, were pupected %o limit borrowing from the
domestic bankinp -system considerably. Thus, rcertain parfarmance criteria -wers
established with respect to the pet doweestic assets of the Bank of HSuyana and aet

bank cradit to the public sector.

The authorities, in a tight demand wmanagement progranme, implemented the
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foliowing measures within the framework of the objectives:-

(a} A firm fiscal policy with a. reéﬁ?éint Gﬁ_éKPEﬂdituré and increased taxation
. 50 as to generats additional public savings. _ ' 7

(B} An ;ncreazé in the domestic interest rateé-tu Etimulaté private savihgsfand

td"aaaﬁre'a) hetter ali@tatimn_-ﬁ% credit, ferordingly, the Central Bank
“increased the bank rate in June 19?Q'§rﬂm 6.5 percent “to B.3 percent. The

CGmmEFCiﬁl-bﬁﬁkS-WEfﬂrFEqUEEtEd tn-increase their interest rates on deposits
by 3 percentage points. ' _

(c) The éatahiizhment of the Euternal Payment . Deposits Scheme daaigned‘ to
streamline arraﬁgéments for the elimination of commercial arrears. This
ﬁchame;reqUired all fﬁquazté'far Foreign péymeni b? conmercial - arroars td Wl

—atcnmpaniéd; by GBuyana #pilar dE?DEitE- af sguivalent amounts in  the
cammak;iai‘hanks‘?, and ' 7

(ﬁ} A relssation of the sxichiange restricitions hy'}egtiﬁding the prohibition on

" transfers abroad of funds arising from the depreciation allowanca by forsign

based companies.

] Thértafgatz' of the financial prdgramme ﬁndar the standby arvangament were
largely aﬁhieved-by the'anﬁ of 1278, Tha fiscal maasu?és:raised‘pubiic savings from
negaﬁiQe 3 -parﬁent of BNF in 1977 to § parcent BHF in_i???. CAlsoy  the balance of
payments d@%itit recorded an -~ improvesent to BE?E,E_milliuﬂ in 1978 -compared with
deficits of G§251.1 -million and G$350LB million in 1977 “and i?76 respectively.  The
imprﬂﬁed-balaﬁce ﬁ%xpayments per%nrmancé ingether with tha smaller increase in credit
Exfended'by the banking -sygteﬁ showed an increase in the net foreign assef position
by B$50.4 million after registering declines of BFZ37.3 million and G¥34.4 millian in

1976 and 1977 respectively.

The ceilings rundéf the stand-by prograams on public sector  borrowing from
the banking system and the net donestic assais u? the Bank of Guyana were observad
with wide Vﬁéfgins, Ehareh? reflecting an  improvenent in the finances <m$ the public
sector in 1978 {Tahls 14, Thare was a qénEFal improvemant ‘in the demand for credit
by the public sector. The use cof domestic bank credit by the public sector was

dréat;cally resuced Lo G¥73.0 million in 1978 conpared with BG#185.4 million in 1?77.

The monetary deve]gpmehtg'in 1978 witnessed the deceleration in the rate of
increass of total money supply (from B£115.3 million in 1977 to B#41.2 wmillion in.

1?73}. Host of the reduced rate was evidenced in the growth of monzy proper from 29

percent in 1977 to 5 percent in 1978 as the arrears daposit scheme sterilissd aoney
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balances to thé,eatént-n?75$5&.é million. On the other hanﬁ11 the growkth of guasi
manay reapnhﬁad_tb the increased payments of wages and to the higher interest rates

(Tabla 111,

The iﬁpﬁpvement,in the manégement of the total financial programme in 1978
was overshadowed by the décline in thé_ecanamic performance of the chuntry. Thare
was no increase in the overall real outpub during the year. The prndu:tian of sugar
recavered bﬁt was countered by the decline in the output of bauxite/alumina énd rice
{(Table 1)  §153, becaﬁaE-af-widEEQread -shortages of domestic and imporied goods and
therupward adjustiwant iu'{he prices of many consumer goods and services, the increass
in consumer pritesrrnsé from B.3 percent in December 1%77 to 15.2 percent in Decembaer’

1978,

In 1979, the mmneiérQ policy objectives renained béaitaliy the sase as in
i?jE with tha cuntinuatiﬂnrbf the ‘Standfhy arrangemeat. "The main monstary concern
wéﬁ tenfered: on @Eménd-ménagameﬁt, with targeté aimed at the increase in domestic
savings éﬁdrthe 7ré5traint in cradit expansion. The ceilings on credit seupansion Lo

the public secior and caiiiﬁgs on the ast domestit assets of the Bank of Buyana were

rathiEQEd'within iimits in,thé First four months of tﬁe'year {Table 1IX). The total

bank credit showed a small increase of G331.3. million from the 2nd of 1976 to the end
of fpril 1979, of which central government regisisred a minimal increase of Gg5.4

million during thersame.pariud. At Lhe end. of Juns 197%, the net domestic assets of

~the Fank of BGuvana was kgpt'wiﬁhin the ceiling but public; sgctor horrowing had

' Exceédéd the-teiling {Table Ii).

The implementation of the 1978-1979 stabilisation programme brought about a

sharnp improvement in  the publie ssctor accounts as well as the strengthaning of

-international vaserves. The net foreian asset of the panking system at the end of

March 1979 was ﬁEgafiv& B$56,0 million  as against negative  B5E38.4 million at the

beginning of the year. The authorities, in  response, liberalized the restrictive

rxchange control system by the reintroduction of the basic allowance for tourist in

April 1979. At the end of Jume, 1979, the net foreign assets of the banking systea

. moved to negative G$74.0 million.

"With tha'_culminatiun af‘the, st%ndhy agv&smen{, the authuritfsg‘nﬁgatiated
and‘entaréd'intﬁ & three year Ewtended Fund ?aci!ify {EF?I arrangeaent in June 1979.
The basic objective of the Extended Fund Facility was to deal with the inter-relatad .
problemns u%r'baiancgrﬁ% gayaenis da?icitz,rinfiatian and }aw-éﬂanamic growth. The

Strétegy, Was to brnédénr signi%itantly the productive and expart' hases thréugh
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diversification. The diversification of production and the maintenance of an annual-
growth rate of about T percent necessitated a high level of.investment by both the
public and private sectors. The Extended Fund Facility, therefors, continusd to rely

heavily on targets on domsstic savings.

Iﬂ_DFﬂEF_tG-giVE‘SuppDFt«EG the saving ﬁrcgramme, the Tentral Bank increassd
the bank ra%a from 8.5 percent to 10.5 percent in May 1979. The commercial banks
Were r@qhégtéd to increase their deposit ratés and théir rate to prime borrowers by
twd perteﬂtage,pniﬂtag Eredif ceilings wéfe'&nce-Egaiarﬁighlighfed in the thrse year
E.F.F. arrangémeht{_'ﬂgiijngs were ced  an ﬁetr Domestic Asset of the  Bank of

pla
Guyara and net credit by the banking systen Lo the public. sector.

The outcome of the sconomic performance in 1979 was nost disappointing.
Physi:al:output in the nain productive sectors failed ta'achieve target levels by

significant margins dug to  adverse weather conditions  and unstable inpdustrial

relations. The fall in production was reflectad in lower . than anticipated national

savings.. In aﬁditian, the net capital inflows were lower than in 1978 and the net
external réserves daclined by G$123 million by the ead of 1979 to reach minus GEISZ.S

miilion.

“The ponr finangial altecome of -the total public sector at the snd of 1%7%

_-rezulted in the iafge deficit of B3214.0 milltion, 2B percaent abake the previous vear,

Financing the large public sector deficit incurrad an exgansion of bank borrowing to
5%190.3 million, B#117.3 million more tham in 1978. Resulbting froa the increase in
bank credit to the puhlic sector, the credit ceilings set in the financial brmgramma
were nob achieved {Table IX). Conseguently Buyana _wés‘nat_aﬁie_tu nake the second
purchase ﬁé §DRs B . million from tha Fund. The Exteaded “Arrangemant which was

approvaed in June 1979 wag.suﬁsaquentl? cancelled. -

Tha ﬁaney supply in 1?79'Expandéd‘by ?Vpe‘ceﬁt Eah?afed with 10.4 percent in
1?793 Thardatelera%igm in the growth in tHe monsy was evident in marrow money, where

currency 'aﬂd demand-  deposits geclined - from  the previous year. With falling

' sroduction lavels, inflatien rose by 17.8 percent in 1979 tnmpared with 15.2 percent

in the previcus year.

In July 1980, the IWF appfavad; a new Extended Fund_Faciiity'(EFF)'prngramme
in an amount equi?alént ko 3BR 100 millicn. The programme emphasized demand

management and {focus was centered on  the gobilisation of savings'®, the restraint on

‘baﬁking system eredil and the contral -of the demand for scarce foreign e#change,
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Credif ceilings wers ?iated'un the net domestic asssts of the Bank of Suyana as well
as public sector borrowing. The first purchase of BDR 18.4 wmillion under this new

IMF agresment was maids in- fugust, 1980,

Thé'ceilings; set h?i the IHF programme were not maintained at any of the

periods ia the ramainiag part of 1980. The net domestic assels of the Bank af Suyana

cand public . sector borrowing exceaded their ceilings by B£63.3 willion ‘and G$55.4

million respectivaly,at thE7end ot Sepﬁémher {Table [XY. & waiver was granted and a
further drawing 0f "SDR 17 million was made in November 1980, The credit expansion
continued and at ysar-end the ceilings for bebh the net assets of thé Bank of Buyana

and ecredit to the public sector from the banking system ware far excesged.

The  increased deficit ‘Gn tha balanve of payments in 1980 reflected the

deterioration of the financial performance in the publir sector. The current deficit

af the halancae of payments moved from BF209 million in 1979 to 64221 million in 1980,

fitso, the lown lsvel 10% capital inflows pecessitated the running down of  the net

international reserves by Bf215 million. At the end of 1980, the net foreign assels

reachad minus B$3594.43 @illion.

_ 7 The overall public sector deficit widened %rnm'ﬁiiiﬁ million iﬁ 1777 to
65354 million in 1980, The increase in the overall deficit was due to the
significant shortfall iﬁ capital inflows, the increased cost sssociated with.ﬁigher
pria35 ;FD? Ffuel #ad;ipcreased cagital expanditurs. CﬂnSEqueﬁtlyi the demand fmrr

credit from the bankingisjstém by the publiec sector fase by 6338 million.

_Mbtawarth?g.hnwéver, ‘in 1980 was  the 6%123.9 million increass in manetary

cresources placed withn the banking system. #Holtably, there was the growth of rasources

in “the farm ofrriﬂtarésifbaaring depusitg' ttime and savings deposits) of B$92.D

million (546 percent) above the level in 1579. The-public sector made a greater

'piaﬁemaﬁt ﬁ?'&@gnﬁiis in the banking system which increased by B%15.% nillion - the

largest increase since 1975, Within the private sector,  business firms and

individual customers recnrdéd substantial ingreases in:ﬂapaﬁits., Thege increaszes in
deposits have resulted, in some cases, from switches out of narrow money into higher
interast baariﬁg‘depasitaﬁrand to the-lack of investment opportunities creatad by the

continuous shortages Dfiimpurted'inputs,

" The economy in 1980 recorded & modest 2 percenit growth, which was evident in

the sacand half of the-ysar. This growth was attributed mainly to an improvesment in

cexport prices. Expsctations were that the recovery would be sustained and even

'
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In anticipation of the recovery of output in I9B1%7, the authorities

parmitted a freer scope in its approval of licences and the imports of both consumer

‘angd  intermediate nods increased  sharply. However, due to the world economic
N - : i N 3 . - -

recession - the sugort performance F811 below expectations, The expected recovery
particularly in the. bauxite/alumina sector did not take oplace and the economic
performance  was disappointing. In these circumstances, it became impossible to

reducs imporis bhelow the_targeted'leveiﬁ imnediately.

-The fipancial pertormance of the public sector continued to -datariorate

-

'during'rtha'firat‘ ha 1T i 1981. - Consequently, bank crédiﬁ to finance Ehe plbliu

sector deficit.widened by §$26.0 million in June 1981, Credit to the public sector

-EKCE£dEﬂ the EElliﬂEm setr by the IWF Extended Fund Facility programme during the

frarst half of 1981. LIEEHIEQT %harqeilings on thernét,ﬁmmastic asset of the Bank of

Buyvana ware nat maintafﬁed. Due to the nﬂn*ﬁ%iaiﬁm@ﬂﬁ-m%-the,target ceiliangs the IHWF

suspended Lhe FE programme during the first hal+ n#r 1981, ~However, a wiaver was

agreed on {or the SELGﬂd'yEaF ot the grﬂgramme cnmmencaﬂg in duly, 1781,

~In June _1?81; the  monetary authorities for the first tise in the raview

peripd focussed on exchange Fate a5 a monebary instrument to reduce fhg internal

stability  ﬁau§aﬁ‘ by Ehe 3appreciatian- ef ths .5, - dollar. The conrtinucus

-appraciatiaﬁ of the U.8. dollar, since the middle of 1980, made the authoritiss look

at the competitive position of the traditional exports as well as the profit position

3

o the two wajor export-sarners (sugar and bauxite). 'ﬁn-ﬂuﬁerr&, 1981, the .exchange

-rate was devalued by 15 percent and peggsd teo a hasket of currancies,

The per%afméﬁce,ﬁm% the hsuxiter‘and éuéar sectors was Worse in the latter
part of 1781 dus to lower prices  and declining demand. As a result, the par%orman;é'
of Eherpubliﬁ_séctar vas ﬂiaaﬁpqinting. redit farthe public sector rose strongly by
B#284.1 million by the snd of 1981, tneraby axcending th@ levels fixed under the INF
programme. Draﬁing.,under‘{he.iﬁF prograaag has suspaaﬁadl in the final quafter af
1981, -fhe authmrifiés made 5ﬁma a%%mrt ~during 17Bi ﬁé'Eaatfaint credit n"panalan in
the public sector. The Bank of 'Buyana fixed bu%roﬁiﬁgi tevels %ﬂr the public
Eﬂrpn?atinns wiila thE'Staté Flanning Cosmission did the sams For central government.
Hﬁwev&r, due - io the datar;mratzng performance of the total publia'secinr little

SUCEESS Was dthEVEd in retaining thesa levela,

‘Thers was the substantial increase in monetary resources achilised by the

-
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banking systes in 1981 inspite of no éhange in %he-inferest rate. Total deposits
increased by B#123.3 milliaa, stemming entirely trom the private ssctor. The public
sector deposits declined by §5%0.4 willion in 1981 against an increase of BF153.8

millian the previous year.

_ lHe ecanomnic decling continued in 1?82 with a fall in real autgut {Takle I},
At vyoar end gconomic uruwth had declined by 10.4 percent and the balance of payments

current  deficit r:ashgd G£426 million compared with E$4?S,milléun in 1931, Thae

cahsalidated public sector deticit widefed to G$1,080 million as compared with B¥539

million in 1981, In vﬁéw 5 the major imbalances the Bank of Buyana soughi teo reducs
the extarnal imbalance by limiting imports to the ‘harest’ sssentials. Ths intzrnal

: . . . oo . : ‘ : ) .
imbalance reflected the increasing deficit of the public sector which- was financed

-prineipally byﬂ'ékedit_Frcm the wanking ,Syﬁtem; Overall, the credit nesds sxcesded

the resources gobilised by the bankiﬁg system and the deficiency was %inanted by the
furthar decline of international reserves (BF178.8 ﬁllilnn) and ths further build up

ot ”KtEFﬂdl payment arrears by GE147. 4 aillion in 1?82

The internal imbalance belween  Lhe demand for - %inanciai rFEEOUFLes

(eapeaiallf hy the public sector). and fhe mnhilisatian' 0f private sector  bank

depos its widened and became more pronounced in  1982. Thus, in an effori to increase

damestic zavings, the Bank of Buyana idcreased the bank rate from 12.3 percent te 13

percent in June 1982, The commercial banks werz requesied to increase their deposit’

rates and their rate to prime borrowers by 1.5 percentage points. - The deposits of
residents grew by BFZi0.8 mi11i9n3(26.5 percentl during 1?82 as caompared with an

increase of B5123.4 million (18,3 nercent) in 1981,

The deep recesston in  the international economy in 1783 had severe
consgquences on the performance of the doamsstic ecoremy. Economic growth declined by

16.6 parcent. in 1983 and the balance of péyments current deficit remainad high {(G5£403

‘million in 1983 compared with G$4256 million in- 1982).

w'}'he shortags - of fpreign‘ Exthange dir Ectﬂd the authorities to place prime
concern -on the- ailotat}nn of the available fareign exchange mainly io the important
sectors af thE"e;unamy and. to the . payment of entarnal &eﬁt; fs a consaguence,
grohange tbhtrsls were ' further’ tightenad in -termsr.ni trade and payments"

resirictions and a foreign exchange ﬁudgﬂt Was p.auared Gignificantly, the moneiary

'_pa;lty in connection to credit took a very accommodative stance a5 the Lentral Bank

craedit guidelinEE'wEFei changed. The Central Bank credit to central government will

be determined hy_tﬁe Natﬁﬁnal Legislatlve €ﬁppand1n il).
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ThE-ﬁﬂﬂﬁ gverall performance jn-the public sector in 1983 was reflected in
GFEL30.% million in borrowing #rom the banking system compared with G#62%.8 willion in
1962, The sugar and mining sectors were largely responsible for the BE30%.7 million

t

gther public sector’ .-

At. the close of 1283 the ,étnnomy Was %uf%her dep;esaedi as the 'majar<

productive ssctors were euperiencing low sxlernal demand For their products at

Cnon-renumerative prices, In 1984 the situation had not changed considerably. The

manakbary authorities adjuéted thé grchangs rate in January in light of increasing
imbalance of the éxparting sectors and the sirong appreciation of the U.5. dallar.
The affects of this changs Qaﬂ reflected in part in some improvement rscorded in the
?inantial accounts  in the publiﬁ torpﬁratians. The exchange rate action had

consequential effacis on  the development of tha parallel ecﬁnomy with its

inflatipnary implications.

"Credit developments in 1984 continued to be accommodative to the increasing

de%ititiinr-ihe pubiic sector. The gublic -sectp?idefiﬁit in 198% increased by .31

percent to. reach B$EBZ million. The increased central gavernment deficit of B51082.5
miliion (Qﬁich“includeﬁ the largs GEE?EfmiiliQn capitalrtFAHS{Ers to the public
carpnrétions), ﬂas, lérgély respanéihie For tihis intréase. The public sector
eﬁtergrises made 3 ﬁétr?eﬁaymant of G$461.3 million fo the hanking systam due-tu their

improved production and financial performance. -

The net %G%éign assets held by the banking systen. tuntinuédritﬁ sharp

~decline dﬂring“ 1984 by BH&Z0. 4 miiliun.' Ona of tha'majmr-fa:tars underlying this

decline was the devaluations done during Ehe year since the foreign liabilities uers

[

sigrificantly mere than the holdings of foreign assets. Tha money Sﬁpply in 764

‘grew by 18:3 percent and inflation rose by 25 percent compared with 15 percent in

1983,

"

The year ,iéga,haﬂ experienced & ~modsst growth of about 3 percent compared

- with the decline of 10.4 perﬁent in 1983, The expectations were therefore strong for

, continued and impraveé‘ economic gér%nfmén:a inri?BS. Real output grew by 1 percent

in 1783 ,_Sugar-per¥nrmed batter in 1983 than in the préviaus-y@ar, but rice and

bauxite performed well below expectationa.

The d{inancial performance of the public sector showsd a significant

improvement in 1983 (27 percant) ia record a deficit of B€723.0 million. But with a
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reduction  in capitai —infiuwa, bank «radit to the public sector rose by BF1134.4

-million (49 gerﬁént)‘ﬂver- the QrEvioﬁz -yéar, There was the running down of Lhe

international ressrves by G5183.8 million in 1983 and a 8#158 millina build up in

pubiic;debtrarrears.

11, 'Réyiaw nf‘ﬁnnetarv Pﬁlicv in Huvana .

The monetary policy undertaken in the %irst-ﬁeriad {1474-1977) was directed
at fredit restraint asd restricting forsign gichange paymenfs. The credit pdlicy Was
the dominant element in the moneltary phljcy pursued duripng this period. Buidelines

were issued to the commsrcial banks by the Central Bank with respect to the desired

"allocation of eredit. Thesz guidelines set oub  maxismue limits on the rate of growth

of crsdit in areas of low prierity {(i.e. opersonal leans, distributive trades) and-

minimum ceilings to areas of high priarity'(agricultu%ela

Genarally, fhése guidelines wers observed, aicept for public sector credit
ang :redit-extandad té amalllhgidings in the agritulture sector. The credit sxtendad
to public ﬂufp&rétiuns'shuhed a prograssive increaﬁe;'acCBlérating in the latisr fwo
vagrs, 1Ihis extension of credit to the public curpnrétiﬂnﬁ was as a- result of the

shitf from private ownership teo state ownership. The performance of ths guidelines

with respect to small agritulture‘has heen below the mininun “eceiting set  as the

commercial banks veiw agriculture as visky and not “credit-worthy". While resfriant
was placed on bank. lending to the private sector, similar restraint was not evident

in central governmant borrowing., The Central Bank financing of central guvernment’s

égficit ingcreasad srogressively from E$25.4 million in 1974 to B$344.8 million in

1977, This, thefstatutﬁry'_limits af 30 pesrrent of the —éehtral Bank holdings of

securities and 49 percent of total Central Bank credit to the central govarament in

relation Lo the annual average revenue . of the last three years were attaioad in

197419735 but not in 1976-1977 (Table V).

The éxpanSiﬁn nf domestic credit was tlhse}y tinked to the $all in the net
foreign Faserve gﬂsitiun'nf the haﬁkiﬁg Eyétan, Whils strong intlationary ﬁreaaures
ware not leVidEnt;'the triﬁé'in deficit {inancing had ﬁéen diverted into increased
imﬁarts3 which created a IDSE_iﬂ the nat %Greign assets. HResulting from the increase

defivit financirg, the commercial banks' holdings of securities increased. The

existence of the high degree of liguidity in the commercial banks ssemed to indicata

that the traditional liguid . asset ratio would have been inappropriate. This was
possinle fo  the =xieni that  the enforcensnt-of the maximum limits could have heen

raised and still leave the banks with large amounts of respurces available for

investment as loans and advances.

-y
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The detsriorating econamic growth and serious balance of pavments problems

in 1976 and 1977 had forced the authorities fo réspmnd by controlling the demand for

imports through sxchange control aeasures. 'TheSe. measurss did help to protecht Lhe
stock n#.}ﬂtafnatiﬁnal-regervésrbut at the zams time diﬁitnntriﬁute to bottlenecks in
groducticn, as a rééult of the shortage of essential inpputs and spare “parts. The
adverse  developaents of fhgse kwo vears %Brcéd the government to -vesart {6 thne

International HMonetary Fund for assistance.
] : !

The moaetary policy pursued during. the second period sas agﬁéntially within

the framework outlined im  tha INHF arrangements. The wobijectives under the IiF

programmes were cenkired tpwards the increase in dosestic savings, an improvement in

the balance of payments deficits the restoration of real economic growkth and the
bay 3 ! : g

reduction in the rate of domestic banking credit expansien. Under the programmes the

ceiling on public sector credit was used as the key variable in demand managemsnt.

-The Standbyﬂérréngamént in 1978-197% had achieved a high (degres of success
with the attainment of the targets set for this programme. The c=ilings on public
sertor borrowing were’ largeiy'maintaiﬂed furing the'parinﬂ., fluo, the net domestic

gusts of the Bank of Guyanma were  kept within limits for the satire programme (Table

IX). The balance of payments deficit lessened mainly because of the increased in

guport earnings {due to  increoasss in grices and to a -lesser axtent  increases in

-pfﬂductiun? and . ths‘reductibn “in imporks. - The ﬁat_%mraién assets of the banking

systen improved in 1??_ after registering  substantial daclines in 1974 and 1977.

However, ‘inflationary pressures were evident as indicated in the risze-in the consumer

arice indax. The increase in prices was a direct vesult of ths change in pricing

policies of the public corporations.

The ~achieveaents under the Standby-programee  had Ied the suthorities to

i

_nagotiate for a longer programme o corvecht the economic imbalances in the econoay.

The E.F.F. programme continued to  be restrictive with-eeilings . on public sector

borrowing and greater veliance was placed on targets of domestic savings. In wrder

to support -the savings prdgramma the Tentral Bank increased the interest rates in

1979, 1980 and again in 1982.

The. achievements under the E.F.F. prograsmme were most  disappointing. In

12979 the daqliner in vaal QQtput was raefiected in thé poar financial outcame in the

total public sector. This adverse developmenit necessitated an sxtension of domestic

cradit to finance the increased daficit of the public sector. As a consequence, bhe
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eredit ceilings wunder the financial programme  were not maintaisnsd. The balance of

payments deficit on .the current account alse widened., The E.F.F. programme  was

~cancelled in 1979 but, however, & new programme was approved in 1930,

~The pun% overall gublic sectar performancs “continued in 1YBD due in large

‘measure to the increased cost associafed with higher prices for fuel, the significant

shortfall in capital“in%léw'and _incraaséd capital swpenditure. Consequently, bank

cre&it‘ ta finance  the increased public secteor deficit swpandsd and the coredit

'ceilings-under the INF -prmqramme wereo excééﬁed. The balance of. payments deficit

widened -in 1930 refleckive of the financial performance of the public sector.

However, the sconon recorded a modest 2 percent growkh  which was attributed mainly
) ¥ e B i 7 ¥

to the improvement in export pricss,

; Althongh ther,authdritiﬁﬁ made efforts Io *iHJbDF?UNing_IE?EIE in buth the
punlic tarphratinns and the central governmsnt in 1981 fhe levals were not maintained
és eredit expanded to finance the increased public sector daficit. Consequently, the
credit e=ilings under ths  IWNF prugr;mha were grealtly " excesded and the E.F.F.
progrange was ¥iha1}y'éuspended in the iattar half of 1981. The balance af payments
accounts widened-'$urtﬁerrin 1981 primarily hscaoss of ﬁha reduced lavel ﬁ%-expurt_
garnings céup]ed with an increass ia imports. Export Eaéniﬁgs declined ~ because of
the reduﬁed priﬂéé for Vhﬂth éugar énd'ﬁaukite and the decline in the demand for

bauxite.

The economic decling continued in 1982 with the - substaniial deteriprating
%inaﬁﬁ131 pEPFprmancE of the public sector. The feduced demand and prices-for export

products leﬁ to & substantially larger balance of gé?mentsr geficit fhan 1981. Real

'grawth declined by 10.4- percent and inflation remainad very high. The greater

internal imbalance led to higher domestic borrowing than in 1781,

This second period had sean the concertad. e?%dvt oy the autﬁﬂriiiea to
increase dopestin raaQinge tirough the use of interest rate policy. “Increases in
intersst ‘rates occcurred ino 1978, 1979, f?Bﬁ and 1982, The real interest ratas
remained negative during the period due to the inflationary pressures in Lhe sconony.
Studies by Bingh indicated that the savings respﬁnse guring the geriod was nat
aigni%itantly different Trom earlier perimdé when thefé were no changes in the leval

gf interest rates.

Buring the périoc two adverse devalopments arose which had disasirous

implirations for wmonstary aad nthar policies. -Firstly, thére was ths growth and
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&evélﬁpmﬁnt- of the parallel market resulting from the stringent foreign exchange

gontyol measures and the reduction of essential import5=' The parallel market impeded

the monetary awthority’s actions im pursuit  of achisviag policy phjectives in that
many transactions were shifted from the formal to the informal sector.  Secondly, the
1nternal d =it had shouwn a prngressive increase. The rasult of this developmant was

avident in the Iarqa debt interest payments in the government accounts,

Tha third period did not Mitneast monetary policy eperating . under any
specified framswork.  The monetary pbli:y Twas gﬁaentiaily éccammudative ta the
continuonsly large %iscél"de?icit ot ths—puhlicraecfnr; The 3ﬁandment of the HBank of
Guyana Act in the iaitaf ‘hald of 1983 ia effect had resoved the control  leven in
principle) of tha mﬁﬁefary authority in ,;Dntruliing credit Expansinn-ta the public
aa;tmr fﬁppendix "I11y. This development in ‘monebary policy meant that the monestary

autharity had to accommodate whataver limits as approved by the National Assembly.

Although ecnﬁnmit growth had recovered modestly 1984 and 1985,
suh taptial lmp|UVPMFﬁtS WEFrE not reaéaly EVident 1n the balans% of payments accounts

antd tha pubi;c 5ettar,+inaﬁces, The exchange rate pplicy in 1984 dic iampact somewhat

tavourably on the finances of the public corporations but it had negative influences

on the net foreign assets position. The credit gipansion during this period was

substantially largsr ‘thén in former perieod although the ?uﬁlic sgctor finances did

- show small iaprovensnis.

CONCLUSION: | |
Over the last decade, it ués evident that the government had taken an active
role  in the develﬁpment procCess. 7-ﬂ§netary,puiiEiEB in wsffact had thus becomne

secondary to fiscal policies. It would sesn that Lthe monstary austhority Qas morsa

concernsd  with :¥atilitatin§ growth and development Ehrough accommodating  fiscal

E\panslan, Thus’3 the Central Bank was no longer central in the domestic econoaic

:yjtém amnd 1%: *}Exlhllltyg restricted hy fiscalrpmlicy,,rlﬂ principle, thﬂ emphasis

on accommodation . was cprrect, however, to thé gutent that ‘the rowkh rate  was
, ! 3 1 g

- neégative it is the view hers thaf monetary pnlzcy should have besn. mors r@strictzve.

This would. have Lantazned price 1ﬂ5tab111ty which 1t:elr had ﬂeggtlvely contributed

towards the country’'s gcunomic p@sfarnance,
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FODTNDTES
These factors include (a) the phenomenal increases in oil prices (b} rising
prices of imports froam industrialised countries {c) highly unstable prices
far primary products, and {d} the reduce flow of capital from the developed
countries,

The other wacroeconomic gaoals include achieving a low rate of inflation,
balance of payments equilibrium and a high level of emplayment.

Bank of Guyana Act. Bection §.

. The financial system is generally rudimentaty and characterised by (a) a few

toreign-owned commercial banks, which mostly f{inance domestic -and expori
industries, and {b} an informal credit network serving a large +fraction of
the rural activities, :

This view is also shargd by Dr. Blackman. &Hee "The role of the fentral Bank
in the formulation and implementation of economic policy in small developing
countries®, Also Tulsieram points out that there is the tandenty of the
actual reserves to axcesd the required levels, thereby, naking the monatary
instruments of reserve requ1renents ineffective,

Bes Todaro, p. 503,

See Todaro, “"Economic Bevelopment in the Third World® Longman, Neﬁ York,
1983 p. G0, : :

This assumes that there is no increase in capital inflows and/or export
garnings which will facilitate an increase in imports. :

Modeste argues that regardless as to _whether the sxpansion in credit is for
financing the fiscal deficit or for financing investmend activities the
increase in domestic credit would be accompanied by a reduction in foreign
assets, :

For a full discussion, see Stanlake B.F. "Macro-economics" Longmans 1948,
. &0-41, : '

Bea Shaw, E.8. "Financial Deepening in Economic bavelopment," New York,
1973, ‘

Galbis {(1977) and_Ehandarékar {1977} argue that an appropriate interest rate

-policy should make the real return on tinancial assets more attractive so as

to channel savings more efficiently inte productive use.

For a full ediscussion on commercial hanks”attitude towards simall agriculture
raad Lewars G, "8mall farm financing in Guyana". I.B.E.R., 1977,

.. The production of sugar in 1977 was 241,000 tons, 27 parcent less than the

tevel in 1976 and this was due ip large measure . toe the prolonged strike in
the industry. The bauxite/alumina production in 1977 was 5 percent below
the 1976 level of 731,000 tons.

kS
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_iﬁajThé funds in the External Payments Deposits scheane were later sterilised in .
Y. the Bank of Buyana.: : - : : : I

“requested’ te increase  their rates by three percentage paints (Bea Table

U870 asdition to the anbtipipabion of the recovery thare was the zxpectation of
o daege capital ioflaws from bhe Trinidad and Tobago 041 Farility, '

.~The Central Bank'anue again increased the interpsk rates in July, 1980. fhe . .
hank- rate was increasad by bwo percentage points., The conmercial hanks. were 1%
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REEENDIX [

)‘,Euideline' Lo Commercial Banks: _ . _ ST
‘The foliowing. were the major areas covered in the -various gaidelines C
iss uad by thh Lentral Bmﬂn over - th period 1973 to 1975, : IR

*:,_533";¢};197T Buidelinps issuad.nn i?th January, 1973, S : A B
L Parsponal loans, obher than  for hausp-hui'ﬁingg should pot he expanded in'

19737 by more Lhan a twentisbh of ~the incramant in your. ﬂepo;z*s durznq 1?l€l
fanﬁ 5hnu1d be ur;eﬂtpé tDWdeb GomRs flr pruuurLlcn. BRI :

naféinﬁluﬁiﬂq'cnmmér: al hilis) to the distribulive ﬁfﬂdﬁé{ﬁhﬂuld not ha

fLua

':@sp< tded ia 1973 to bthe exient of more than & sixth of bhe increment in yours

Sdepostts during 1973 and should be directed to satisfying additiodal aweds
- for stocking oy purchasing,  producer goods  and. forf encouraging - slepsstin

f[:pzmduutiun,_' S
i ?ﬂr' the above purpuSﬁq it may be

, assuned Lhﬂt ﬂ4p0%1%a will grow 1n ;?73 by'
at le a%t 7 1! i a? fh@lf level at the

umglﬂning ur Ehe qu.,

pris. +ﬁ ﬂupand lﬁnns Lo ]5wa}2 1ﬁr1Lu1Lur _'mnat-b&' gontinued..

1 . A

shog Fifhhood any e gansion of fotal credit {through loans, advapces an

- mey czai b Tiet ko the o private sectur- in  1978%  should- go -« whathe
;dl gctly or- tiaa;gh -aﬁéieqdiﬁg CFinancing dnstitutions - ultimate 1y &
Crageicalture® as  defined iaoer o statistical refurn (icoa. availjiug pubiic
" o : _ .

fen;erpf¢;a anr gér:éstatesi,

- :3?2ﬂfﬁaidaiine5ﬁissua& o dkn Fébruary, 1574, _ ' : -

o In particalar,it "is necessary te-hold total bapk  credii Ynrsugh_loans and

advances and commercial bills to its leval ab the ead of 1773, You should

- .apk thereforsz expind  your  total pradit bhraugh iﬂnﬁﬁj “advances | and
'»umnarg1a! hilla peyond its lavel at Lhe gad .ot last yp . T

,r[fiﬂ Q?ﬁe: tp cspsure that this lisited volune of bank grﬂdit ig’ ussd to the
*,;beﬁtfaﬂvantage-nﬁ~"hw comanni by - Lo oseel bhe prioriiy needs of ﬂrudﬂﬁLtV&
L entarpriss 'in‘P%a U%h 2 Funlic Geclor Apubtic corgorations sho.) apd in the.
C U Privater bpatur -~ 4E" ls propose ed &0 radoce bank  oredit to thnse Ha Lt]GHS

Tabich Cars- in oa o position Yoo procure  resowrses | from elsesnare g,

'ﬁiar=agn—aasaﬁ Lampan:p»)ﬁ and ko hold - down such credit Y. those &

“ipersenal: ldans. other " than for housing.and -cradll. to the  distributive .

itraﬁea)?wh;a? Jerva"!e*wf seantial neads. B S S

{nnn’buﬁiRQEE* . lpans other  Ehan for ﬂuu"v~ﬂui1ﬁing,*jgi lidf
'ﬁura,diﬂqu ha held . down o the samp - level projected dor last @ year «-d.ce.

vnurfﬁﬁpgﬁita:iaat vaar,{i?iﬁ}n

d$l§hg3ins. @ nt;mfi
‘“{ftnang*iéﬂtludiﬂgfﬁmmmafaLgi bilis) km FY
C.d0uWn kol tha sane Tevel-projectad for la
19T year-ead level by Tmors than a sizth of the - dipcrement of your deposiis
during dastc year {19700, and should-be  dirscted to ‘satisfying adﬂ;tiunaz'
f.@éqiuéiagmdu;ertgandJ &nd mwuauraglng Uﬂm81Y1 pradu S S .

9 d;%LFIbHiEVQ trades should e held

(inraug%uut the year,. I sh ouid ue grateful 1§ you would andeavour to keep Tha-
E;gdgt;ypu,ebt 211 ai all %Impa, A5 Sfar as is p.d"flxgniﬂ; within the- {;mlh :

atpgories -

should et be highwi? than the 1972 vear-~end level by asore than a bweatiakh -

¥ ypar - i,e., should jiot #xceed fhe

uiﬁ:#'ssaiae rgwuurava_hAVH bp b%l&ﬂLPd tzqn?iy'igasn af griari'y neads
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- discussed above. It is propossd to analyse performance at  the ead of each
- gquarkar to ensurs that the objective of the guidelines are heing achieved,

Your sfforts to expand  loans to  small agricoliuyrs - whelhber directly By

o thriugh = an=lending  finanvce institutions - should wostisus. © In  owr
® ecoponis circumstaarces this s olearly a prioriiy area. ) ' s

3 1974 Buidelines izsusd an 18th Septaebar, 1574, : -
) - Howaver, the sxpansion of cradit Lo ihe agriculture sector bas  fallen far
helow 9hp9rtat59n;, fradit ko public corpovations has rissn aorae than was'

“projectad at the beginning of the vear. The obher disappointing factor has
began tnh aluw growth of deposits, which have besn very sluggish ia the first
half-year, through offering some” promise of  daprovesesl in  ihe aacond

Tohaldoyear.

habi- : :
riculinre  {iacluding

- In'the light o} these d&valan%ﬂntm, it is proposzi
. g !
u'ﬂrali ceilinggi

L
“{i) any increment ia eredit ihis year Ip Small
© lopging ang %ishing should net count against the

i) cany Furkher ine rpmpﬂf in deposits above your lavel at the end of fugust
T may be lent eibhoul resfrlotiocsm for the devglupm ont  of Hanufacture to
,expand Hupnrt ar substitutbe timgoirts; and :

o _~{jii};any'.{urthef axpaasian “in predit (beyeond dts present  level) bto o any
I publiuzﬁorpﬂratiog)will be subjeclt to syeci?ic_appruvai. ' T

4?h FPBFUme, Lnﬁtxnuv Lo appiy.

1) Bﬁidﬁ]inea isaued on lOth January, 1975

© T L1U75 Giyidalines L ‘ '
It is pot proposed to place any restraind on bobal bank _credid thig year.
But, as in arevious years, 1t 811l bhe necsssary to limil  Ihe sapansion of

" bank credit ko the less-essanbial - seciers sp as  to  allow the manimus

eapansiﬂn'iu_thﬁ more productive sentars of Lha econoiy,

With-this objective, persgnal (non-business, other than for hauwsp-~building!

- f'loans ~ahould nob be allewed  to expand by aors  thas a  buenbieth of  the
o dpcveaseat  in your 'ﬂepmq1iq during 1973 and  should . be arientsd . towards

'idumﬁauzs pradnthﬂu

Znan53i3nL!udiﬁg Lummarﬁaul 3‘135} LG the dishr hutiva tragas shenld-pot he

Jepusxia ﬁu;;ng 1975 ; wﬁ should he directed to sabisfy additional nseds far

;psadurilorgg,T

'371/2A ﬂs mear'ipue] aP Lhﬂ uuulnn;nu nF ?nm YRAL

ot any 'QWpansiﬂn af Ckntal eradit tthrough . loans, advacces and cosmersial

win-landing - Fingnn institubions - ultimately %o Yagriculturse® as defined for
quﬁ"sﬁahiatiﬁakfrhiuru.{ytu._extlﬁding:publip epterprliss apd sugar. agtates),

in &ll oiher respects ‘the ??74 Duxdellnpt as el out in fhe letler af

. o expandad in 1975 &tn the extent of aora than a sixth of the ipcremend in vour

“shocking 1urfj;pulghd¢1ng u;odqur: goads . and  for  encouraging o dogesbio.
"ﬁf'tha dbb’ﬁ purpos g5 1t way b assuned ‘ha% N“ﬁnﬁitg ﬁlll urmw in i?!J by

T;?hp nEﬂd tn jéﬁﬁanﬁ'ipanﬁ"tm qmail ariculturs soabinues, AL least a sixkth

 _b1§]%§ to the private sector ip 1978 should go - whether direcily or Lhrough
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Any  $ucther sxpansion in  credit  (bevond 71/3% abeve the level at - dist
_7D9remhe?,' 1914) to any public corparation will bhe subjact to . specific
'_apurnval A - : o g’ -

. ;‘ﬂ}'lv?é huldéllﬂéb lasued on ?6ih Jnnua;y, 1976, ' -
0o Youwars therefore raguesked ho hold  tebal bank credit toe t]u pcivate sgctor

. other-than co-operatives  through l DA anﬂ advances and commercial bidis to
CA07 percenk-af ibs level elther ab th t December . 1974 or Eisy uemeaar;'
g 1”): ﬂﬁichﬂver 15 higher. ' - S S

jf?hw nemﬁ io iiraat‘thiﬁ']imited volume of available credit fo ariorily arass
S ewists. . To this end. persosal leans. and Ioans bt khe disiribubive trade

odomestic groduction Aﬂau]d net  excesd the highee of tha and. of 1574 ﬁr_thﬁ -
‘Lvnd i i?ld levaaﬁ,Y" R : ' s

f}ﬁEQAﬁa tu'gmnli' auiiaulturp"nd pnanufacturing should alss be given epaphasis
Lin ybur . 19ﬁd1ug pnlzczes and any adﬂluldnﬁl landing directad aaialy bo these -
';euturn.;;_ : . : : : o el T

—5rudlt %9 the nfher public sestor {pmblinc corporatiops and public rompanies)
should ba hald tﬂ;;iﬂﬁ pereent of  bhe level at  3ist Decasber, 1970 Any -
cradit beyand thig leval will be subject to sproific apyroval, : coo

U nkhar than for-satisfyiag addibional nesds uf producer govds and entedraging - -
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APPENBIL TE

Eﬁni:al Bank Lredit Limiks ko the Lentral Boyerpinent 7 : :

' “Ia’ Buyana, the Central PBank' abiiity ta ygrant ¢redit to the
kenbial government was clearly defined in the #ank QrL Section 4B and 49 for-
fhe per;nd 1974 to nugunt 1585 :

Ay

1“Thé Baak may mak@ d1 et advapces to the ceabral government,

Toooco pvovided that at any one  time Lhe kebal pubstanding amount of

‘BULh advances shall not exceed {ifteen percont of the average
annual revenues collected and  scceunted for by the governnent
during tha last three pracesding finsncial years. Such direct
advaness shall aot, during sny financiel year of  bEhe bank e
putstanding for a total of aspre than three hondrad and f14by
d ‘fSh ) - -

- fAiszn, a rullzng of 30 parcent was met of the anoual avarage revanue

'Ldll«ik”d by the governmsikt on the amount of guvernaent securibiaes the Bank

of Huyana can hold, Therafore, at any one Yime, the Bank of Buvana should
nok finance the central government in excess of 45 percent of - the annual

) averagﬂ,revgnuaa,tniiﬁzted-in tha past ithras years.

The Bank Act  was amendad on 20th August 1983, Bextions 48 and 49
warg. cianygad tu-read:~ ' : T

"{1)'“Wiih a view to D;Esattjnq fluctualtions waaeen reveipts and pm?m?ﬂﬁﬁ

ot the goverament; the Bank way, subject to any limsitaktion thal the Assembly

may by -resalution prescribe, make direct advances to the goverassat,

Buch direct advances:s

“tal Snall not diring any {1ﬂﬁﬂftn1 year oFf the Bank he bu_gtanuln
ordi A P 3 3 ¥ G
- far a teotal ad more Bhan thrae huﬂdr@d ang fifty days.

- Ab) Shall bear interest b such rale as aay L» deteraingd hy bhe Bank
0 tn agreement with the Bilaister, such rate Lo no evaat baing laeas
than thres percent per annas. '

‘*49_—“Th9 Bank “may purchase or  sell nsgokiable securitiss  issued hy bhe

o BBURCE;

gavernganl prcyiﬁad that the amount af pagotiable securities owad by Lhe
- Bank wnder bha aubhority of this sestien . shall nnt at any  tiaw eruaad any
'}l;nLthlmn ‘hWL tha National Asszably may by iammﬁﬂiiﬁﬁ nrpﬁcrzusﬂ.i;‘ D

;Baﬂﬁ'qifﬁuyaﬁagf_i_'."_'5 N I
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