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ECONOMIC SURVEY

although they stabilised in May. Subsequently,
1. FOREWORD therefore, the Bank adopted a more cautious
monetary policy stance.

During the first quarter of 2002 the Central Bank The latest data on the economy published in June
eased its monetary policy stance further, lowering showed that during the first quarter of 2002 the
both the central intervention rate and the Maltese economy began to recover from the
discount rate by 25 basis points to 4% on Januarydecline recorded during the previous three
31. Official interest rates were then left unchanged quarters. Overall, Gross Domestic Product grew
for the remainder of the first quarter and by 1.4% in real terms, driven mainly by a recovery
throughout the second. The Bank’s decisions in private consumer spending and an increase in
were based on its analysis of economic and Government recurrent expenditure. Furthermore,
financial developments in Malta and abroad and the turnover of the electronics industry fell at a
were consonant with its monetary policy strategy, slower pace and the decrease in tourist arrivals
which is based on pegging the Maltese lira to a moderated substantially. In addition, imports fell
basket made up of the euro, the US dollar andfaster than exports in both nominal and real terms.
sterling. These factors offset reductions in investment
spending and in inventories.
In analysing key indicators on the local economy,
the Bank observed that domestic demand Meanwhile, responses to the Bank’s latest
remained subdued. This view was supported bybusiness perceptions survey, which was carried
developments in the labour market as well as the out between April and May 2002, also indicated
monetary data, which showed that underlying that activity levels rose during the first quarter
credit growth remained sluggish. Meanwhile, in compared with the final quarter of 2001. This was
the international economy, the persistence of weakespecially so in manufacturing industry, as
conditions had prompted central banks in major activity levels in the tourism sector remained
industrial economies to reduce official interest considerably below normal. Looking ahead,
rates up to the end of 2001. However, during the although the rebound in business sentiment
first quarter of 2002, with global economic reported in the previous survey had lost
conditions improving slightly, official interest rates momentum, signs of an incipient export-led
in the United States, the euro area and the Unitedrecovery remained, with a number of firms stating
Kingdom were left unchanged. their intentions to expand their labour force.

As a result of these developments, the premium Although the twelve-month moving average rate
on Maltese lira short-term interest rates remained of inflation continued to rise, reaching 3.6% in
relatively wide, which contributed to an increase March from 2.9% in December, inflationary
in the Central Bank's net foreign assets during the pressures abated during the quarter. In fact, the
second half of 2001 and into most of the first year-on-year measure, which is a more timely
guarter this year. In turn, this supported the indicator of price developments, dropped by more
Bank’s decision to cut official interest rates in than a full percentage point to 3.1% over the same
January. However, the increase in the Bank’s netperiod. In particular, food prices fell during the
foreign assets was partly reversed towards thequarter as the impact of the supply-side factors
end of the first quarter and into the second, that had driven them up during 2001 subsided.

Central Bank of Malta, Quarterly Review, June 2002



Labour market activity remained subdued, with fourth consecutive quarter, rising by Lm22.6
the proportion of registered unemployed rising million.
from 5.1% in December 2001 to 5.5% in February
2002, the latest month for which data were An increase in the net foreign assets of the
available at the time of writing. Full-time banking system was also the main counterpart to
employment dropped as jobs in manufacturing monetary expansion during the quarter reviewed.
industry, the hospitality sector and the public Rapid deposit growth contributed to excess
sector decreased. Employment income, however,liquidity in the system, which exerted downward
remained stable during the quarter. pressure on interest rates in domestic financial
markets.
As the GDP data referred to already indicate, fiscal
policy was more expansionary during the first The Central Bank’s projections for 2002 remain
quarter of 2002. The deficit widened considerably broadly similar to those published in its latest
when compared with the previous quarter, Annual Report, with real GDP growth forecast to
although it was only slightly larger than that rise to between 2.5% and 3%. The timing of the
recorded during the corresponding quarter of recovery will, however, depend on the extent of
2001. the rebound in the major industrialised economies,
which is expected to stimulate demand for exports.
In the external sector, the deficit on the current Public and private consumption are both expected
account of the balance of payments narrowed to continue growing. Investment is expected to
during the March quarter of 2002, as the recover following the sharp fall recorded in 2001,
merchandise trade gap shrank and the surplus oralthough to a lesser extent than the Bank had
trade in services widened. At the same time, originally forecast. In turn, slower growth in
higher net inflows on the capital and financial investment spending is expected to lead to a
account resulted in an overall surplus that smaller rise in imports. Unemployment remains on
translated into an increase in the official reserves. track to end the year between 5% and 5.5%, while
In fact, during the three months to March, the the Bank continues to expect inflation to fall to
Central Bank’s net foreign assets expanded for thebetween 2.3% and 2.8% by December.
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Economic and Monetary Developments in the

2. THE INTERNATIONAL Major Economies

ENVIRONMENT The United States economy expanded at an
annual rate of 6.1% during the first quarter, the
fastest rate in nearly two years, led by consumer
. i . spending and a rapid build-up of inventories.
Durmg the.flrst quarter of 2002 glo-bal €CONOMIC  Eyrthermore, productivity was up 8.4% from a
condmonsf improved slightly, reflecting continued year ago, while exports increased by 5.3% and
expectations of a moderate recovery. These goyernment spending by 4.3%. Although the GDP
expectations, however, rested on the performancegata were benign, however, firms had not yet
of the United States, where doubts about the recovered enough to increase emp|oyment or
sustainability of growth persist.  Any capital spending. In fact, the US unemployment
improvement in Europe was expected to come rate remained unchanged at 5.6%, as employment
later, with growth likely to strengthen over the rose in the services industries but fell in
course of the year, while the Japanese economyconstruction and manufacturing.

which registered strong growth during the first

quarter, was expected to return to recession in theEven though the economy appeared to be
following months. Against this scenario, the IMF expanding at a fairly vigorous pace, therefore, the
was projecting a global growth rate of 2.5% for advance mainly reflected a swing in inventory
the year, down from a previous estimate of 2.8%. investment. Hence, within the context of

The World Economy

Table 2.1
INTERNATIONAL ECONOMIC INDICATORS

Real GDP Inflation _ Current account

% change (Consumer prices) balance

9 % chame USS$ billions
2000 2001 2002 2000 2001 2002 2000 2001 2002

United States 41 12 23 34 2.8 1.4 -444.7 -417.4 -435.3
European Union 34 17 15 2.3 26 20 -28.3 285 29.6
Euro area 34 15 14 2.4 2.6 1.9 -11.0 419 50.1
United Kingdom 30 22 20 231 21° 24® 258 -251 -31.1
Japan 22 04 -10 -0.8 0.7 -11 119.6 87.6 110.2
Advanced countries 39 12 17 2.3 2.2 1.3 -256.2 -186.4 -192.6
Developing countries 57 40 43 6.1 57 5.8 65.6 27.3 -23.2

! Forecasts
2 Includes countries of Central and Eastern Benand the former USSR.

3 Retailprice index excludig morigage interest.
Source: World Economic OutlopkVashimton: International MonetgrFund, April 2002.
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considerable uncertainty that surrounded the The UK economy posted no growth during the
outlook for final demand over the quarters ahead, first three months of the year, marking two
the Federal Reserve kept official interest rates consecutive quarters of zero growth. On an
unchanged during the quarter. Meanwhile, annual basis, however, the British economy
money market rates remained below the Fed'sexpanded by 1%, largely driven by strong
benchmark rate through January and February,services sector growth and robust consumer
though they ended March above this rate. spending, as the output of the production
industries (which includes utilities, mining and
In the euro area GDP grew by 0.3% during the energy) declined 1.5% on the quarter and 5.6% on
guarter (0.3% on a year earlier), helped by a the year, while manufacturing output contracted
recovery in exports and following a 0.2% by 1.5%, or 6.5% when compared to a year earlier.
contraction in the previous quarter. The
unemployment rate, however, remained Since any immediate increase in UK interest rates
unchanged at 8.4%. The German economy grewcould have damaged business and consumer
by 0.2%, led by exports and government confidence and delayed a recovery, the Bank of
spending, after having contracted by 0.3% in the England decided to keep its repo rate unchanged
previous quarter, while the French economy grew during the quarter. Meanwhile, UK money market
by 0.4%, after having contracted by 0.4%. rates remained below the Bank’s repo rate
Concurrently, however, consumer price inflation in throughout the quarter.
the euro area rose to 2.5% in March, driven by
higher oil prices which kept the inflation rate Economic conditions in Japan improved slightly
above the European Central Bank's (ECB’s) 2% during the March quarter, with the Japanese
target. economy growing for the first time in a year. In
fact, Japan’s GDP rose by 6.7% during the quarter,
Taking into account the relative economic after having contracted by 4.5% in the previous
uncertainty, the ECB kept its refinancing rate quarter, helped by a surge in consumption and in
unchanged during the quarter, suggesting that itsexports. At the same time, unemployment fell to
four reductions last year were considered 5.2% as manufacturers resumed hiring workers. A
sufficient to spur the region’s stagnant economy. 5.2% fall in investment by non-financial
At the same time euro area money market ratescompanies, however, seemed set to cloud the
remained stable, even if slightly higher than the prospects for a sustained recovery in the
ECB's refinancing rate. following months.
Chart2.1
B L Having already exhausted most conventional
means of pulling the economy from recession, the
Bank of Japan left monetary policy unchanged
during the quarter, ignoring political pressures to
pump more cash into the banking system so as to
avert a possible crisis. Hence, as Chart 2.1 shows,
Japanese money market rates remained stable, at
0%, throughout the quarter.

Foreign Exchange Markets

J MM J SNJMMJSNJIMMIJISNJIM
1999 2000 2001 2002

= United States United Kingdom —Japan —Euro Area

The US dollar’s resilience against the other major
currencies was the most notable feature of the
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Chart2.2

EXCHANGE RATE MOVEMENTS OF SELECTED
CURRENCIES AGAINST THE US DOLLAR

(index of end-of-month rates, end-1999=100)

DIJFMAMJJASONDUIJFMAMIJJASONDUJFM
1999 2000 2001 2002
— Sterling Euro* — Japanese Yen

markets, with the dollar’s strength being mainly
driven by the Fed’s optimistic outlook on the
health of the US economy. Meanwhile, the yen
weakened across the board amid indications that
Japanese policymakers welcomed a weaker
currency. As Table 2.2 shows, the dollar’s
appreciation against sterling and the euro reached
its peak late in January and in early February, as
concerns over Germany'’s willingness to rein in its
budget deficit weighed on the European currency,
while fears that the imbalances in Britain’s
economy were growing undermined sterling.

During the second half of February and early
March, the dollar remained broadly stable against

foreign exchange markets during the March all the other major currencies, failing to benefit
quarter. This reflected the market perception that significantly from evidence of higher
faster economic growth in the United States was US consumption spending and benign data

a prerequisite for recovery elsewhere.

reflecting the positive rate of growth in the final
quarter of 2001. Towards the end of March,

In January and early February a further however, the euro made modest gains against the
appreciation of the dollar and a corresponding dollar, amid concerns over American involvement
decline of the euro and sterling characterised thein the Middle East, the likely impact of higher

Table 2.2

AVERAGE EXCHANGE RATES OF THE EURO, STERLING AND THE YEN

AGAINST THE US DOLLAR DURING MARCH QUARTER 2002

USS$ per Euro US$ per Stg Yen per US$
Average for Januar 0.8840 1.4333 132.57
Average for Februar 0.8697 1.4227 133.57
Average for March 0.8762 1.4225 131.04
Average for thequarter 0.8766 1.4262 132.39
Closirg rate on 28.03.02 0.8740 1.4259 132.59
Closirg rate on 31.12.01 0.8857 1.4498 131.25
h during th 4 0.8577 1.4087 127.71

Lowest exchange rate during the quarter (Feb. 01) (Jan. 29) (Mar. 08)

. . 0.9034 1.4493 134.76
Highest exchange rate during the quér‘[er (Jan. 03) (Jan. 14) (Jan. 25)
Percentage appreciation (+)/depreciation (-)
of the currency vs the dollar from closing
rate on 31.12.01 to clogjmate on 28.03.02 -1.3 -1.6 -1.0

! The low/high exchange rates are daily opening or closing rates of the relevant currencies.
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oil prices on the economic recovery, and the cur 23

large US current account deficit. The dollar at this COMMoDITY PRICES
stage also lost ground against the yen, which 340
strengthened in response to a sharp rise inw=
Japanese equities as the prospects of a_
financial crisis in Japan faded. These losses
were short-lived, however, as lower-than-expected *°
Japanese growth figures for the final quarter of 4,
2001 issued late in March caused the yen to fall
back to its previous levels.

240 =
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2000 2002

Key Com mOd Itl es Source: The Ec::mg'st, The Financial Times

Gold $ per oz (left scale)  — Oil $ per barrel (right scale)

The first quarter of 2002 saw a renewed interest

ingold, as the slowdown in world economic

growth, the impact of September 11 and Oil prices rose by 24.7% during the quarter, ending

mounting tension in the Middle East, March at $24.18 per barrel. In January and

together with  doubts regarding equity February the rise was underpinned by cold

valuations, led investors to seek asset securityweather in Europe and the United States and the
rather than return maximisation. As a result, coming-into effect of the OPEC output cut agreed

the gold price rose to $300 per ounce at mid- in November. Later in the quarter, however, the

February, before ending the quarter at $295.75 escalation of the Middle East crisis and the decline
per ounce, up by 6.86% from the end-Decemberin United States gasoline stocks lent further

level. upside support to oil prices.
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Box 1 : DEVELOPMENTS IN INTERNATIONAL

ECONOMIC CO-OPERATION

Meeting of the European Council EBRD Annual Meeting

On June 21-22 the European Council metin Sevile On May 19-20 the European Bank fo
at the end of the Spanish Presidency. The CouncilReconstruction and Development (EBRD) held it
discussed several issues - such as the future oEleventh Annual Meeting in Bucharest. On thi
the Union, the enlargement negotiations, and occasion, the Bank’s Board of Governor
growth and competitiveness in the euro area. With confirmed that 2001 was a good year for th
respect to the future of the Union, the Council EBRD, since the Bank had the highest ever ann
heard a report from the Chairman of the level of commitments across the region whil
Convention on the Future of the Union. In the almost all twenty-seven countries in the regio
light of this report, the Council expressed the managed to achieve growth. The Board, howev
hope that the Convention would, within the set also kept in mind that the task o
time frame, produce a positive result with a view to implementing the Bank’s reforms in the legs
holding the Intergovernmental Conference advanced countries was often more difficult. F

al

D = (D = @ D —

decided upon at Laeken for the revision of that reason, it suggested that the Bank shoyyld
treaties. consider different country strategy models
based on country specifications or adjust tfle

With regards to the enlargement process, thecountry activity plans according to th
Council concluded that during the first six months different levels of transition. Furthermore, the
of the year decisive progress had been made inBoard of Governors stressed the important role |of
the accession negotiations and that these werehe Bank in various sectors of the accessi
now entering their final phase. As regards countries, such as privatisation, foreign dire
compliance with the accession criteria, the investment (FDI), and the release of capital
European Council stressed the importance forthe promotion of small and mediu
candidate countries to continue to make progressenterprises (SMEs).
in the implementation and effective application of
theacquis. The candidate countries were also In his address to the meeting, Malt
asked to take all necessary measures to bring theiFinance Minister, the Hon. J. Dalli, urge
administrative and judicial capacity up to the the Bank to continue to promote sound banking
required level. practices and good governance. At the sa
time, the Minister agreed with the Bank’
On the matter of growth and competitiveness, the decision to join forces with the IMF, the Worl
Council emphasised its belief that the European Bank, and the Asian Development Bank t
economy was set to reap the benefits of soundcontribute to an international initiative aimed
macroeconomic policies and ambitious economic assisting seven of the countries in th
reform. The Council also welcomed the Broad Commonwealth of Independent States (CIS)).
Economic Policy Guidelines (BEPG), with their Furthermore, Mr. Dalli stated that the Maltes
focus on macroeconomic stability and growth Government was focusing more and mo
and reform of the labour market and the marketson environmental issues and, wher
for goods and services. Member States were alsathe development of the energy sector w
encouraged to use any growth dividend related toconcerned, was studying ways of increasi
the economic recovery to consolidate public capacity without causing environmental
finances further. degradation.

QWU
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IMF and World Bank Spring Meetings

On April 20 Finance Ministers and Central Bank
Governors met in Washington DC for the Spring
Meetings of the International Monetary and
Financial Committee (IMFC) and the Development

N

%)

growth and poverty reduction. The Committe
also recognised the efforts of the World Bank an
the IMF, working together with the UN, in
contributing to this result, and that such effort
needed to be supported by increased and ma

19))

e

effective development assistance and by greater
efforts to integrate developing countries into th
global economy. The Committee stressed the f3
that economic growth required a strong an
vibrant private sector and an enabling climate th
encouraged investment, entrepreneurship and |

Committee of the IMF and the World Bank.

(O]

The International Monetary and Financial t

Committee (IMFC) welcomed the international
community’s decisive policy actions, especially
following the tragic events of September 11, to ! - P!
maintain financial stability, restore the momentum C€réation. In this regard, Ministers urged a
of world economic growth, and reinvigorate the acceleration of efforts to lower trade barrierg,
fight against poverty. The Committee also agreed including trade distorting subsidies, and calle
to maintain its global action to combat money Upon the Bank and others to provide more suppor
laundering and the financing of terrorism. The to developing countries to address policy,
Committee stated that the prospects for the world institutional, social and infrastructure
economy had improved marked'y since Septemberimpediments which limited their ab|||ty to share in
11, and that, looking forward, the challenge now the benefits of trade. On education, th
was for governments to he|p foster the g|oba| Committee emphaSised that this was one of tk
recovery that was under way. Meanwhile, most powerful instruments for reducing poverty. |
the Committee encouraged the IMF to press Strongly endorsed the action plan presented |
ahead with initiatives designed to enhance the Bank as a basis for reaching internation
the effectiveness of surveillance and crisis consensus to help make primary education
prevention. These include the Financial Sector reality for all children by 2015.

Assessment Program (FSAP) and policies on

transparency. The Committee also welcomed The members of thBevelopment Committeeand
the substantial progress made by the IMF, theIMFC met jointly to review the ongoing

=5 0O O
—

| &N

N

in close collaboration with the World Bank,

in implementing all the elements of its action
plan to combat money laundering and the
financing of terrorism (AML/CFT). The Committee

noted in particular the good start made in
assessing gaps in national AML/CFT regimes,
and fully supported the provision of technical

assistance to help countries identify and addressreadiness to respond flexibly and proactively t

such gaps.

The Development Committeewelcomed the
progress achieved in the Monterrey Consensus
which has been laying out a new partnership

compact between developed and developing sustainability remained an issue and called on t
countries to achieve improvements in sustainable IMF and World Bank to review the situation.

,Heavily Indebted Poor Countries (HIPC) Initiative

efforts of the World Bank and the IMF to
strengthen growth and fight poverty. The jointt
Committee was pleased with the outcome of th
recent reviews of the Fund’s Poverty Reductio
and Growth Facility (PRGF) and of the Povert)
Reduction Strategy Paper (PRSP) approach. T|
Committee supported the Fund’s continue

—

Q0O

the financing needs of low-income countries.
While the Committee was encouraged by th
progress made with the implementation of th

[¢) s »)

it noted that, in a number of cases, del
R

D
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2002. This was mainly due to the closure of two
3. OUTPUT, PRICES AND manufacturing establishments, though hotels
EMPLOYMENT also continued to shed staff.

During the first quarter of 2002 the Maltese Gross Domestic Product
economy showed some signs of recovery from the The expansion in real GDP during the March
sharp downturn that had characterised the quarter, which followed three consecutive
second half of 2001, particularly after the quarterly contractions, was primarily due to a
September 11 events. In fact, the Gross Domesticsharp rebound in private consumption coupled
Product (GDP) grew by 1.4% in real terms, after a with a substantial increase in Government
decline of 2.2% in the previous quarter. Domestic recurrent expenditure. Export-oriented activity,
demand was the main driving force behind the however, also improved significantly when
stronger performance as private consumption compared with the December quarter, though it
expenditure recovered sharply, expanding by 6.4%remained well below its year-ago level.
in real terms, the largest increase in four quarters.
This was reflected in a rebound in imports of Meanwhile, as can be seen from Table 3.1, GDP at
consumer goods, further growth in the factor cost, i.e. the sum of profits and employment
manufacturing sector’s sales to the domesticincome, grew by 1.8% during the quarter,
market and higher outlays on services. compared with 4.4% in the same quarter of 2001.
This slowdown partly reflected the fact that last
A modest improvement was also recorded in year’s factor cost GDP had been boosted by the
external demand. In fact, while data on the two civil service pay rise. The continued decline in
major export-oriented sectors, manufacturing and activity in the electronics industry, however, also
tourism, continued to indicate a contraction in contributed to the deceleration in income-side
activity compared with the same period of the GDP growth from the rate recorded in the first
previous year, this was much smaller than that quarter of 2001, as both profits and employment
registered in the final quarter of 2001. In the income in the industry contracted further. This is
manufacturing sector the decline in the turnover reflected in the 2% fall in the manufacturing
of the electronics industry moderated sector’s contribution to growth. A drop in income
substantially, whereas export sales by otherwas also reported by the transport and
manufacturing sub-sectors increased slightly. In communications sector.
the tourism sector, gross earnings continued to
decline, but occupancy rates in the top hotel Nevertheless, despite the negative out-turn
categories picked up. reported by these two sectors, the overall level of
profits rose by 3.6% in nominal terms. The
On the inflation front, pressures eased as theearnings of Government enterprises and the
acceleration in food prices that had persisted for banking, insurance and real estate sectors, in fact,
most of 2001 subsided. The headline inflation increased by 30%, while significant gains were
rate, however, continued to edge upwards, also reported in agriculture and fisheries,
reflecting the rise in the Retail Price Index (RPI) construction and quarrying, and private services.
during the second half of 2001. In the labour Likewise, the contribution to GDP growth of
market activity remained subdued, with the property income improved, reflecting higher
number of persons on the unemployment registerincome from interest on public debt instruments
rising by 4% during the first three months of and rents.
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Table 3.1

SOURCES OF GDP GROWTH AT FACTOR COST BY INDUSTRY"
%

Jan. - Mar.
2001 2002
GDP at Factor Cost 4.4 18
of which:
Agriculture and fisheries -0.1 0.1
Construction and quarrying 0.3 04
Manufacturing 25 -2.0
Transport and communication 0.4 -0.6
Wholesale and retail 0.2 0.1
Insurance, banking and real estate -1.1 15
Government enterprises 0.0 0.7
Public administration 2.0 0.5
Pragperty income -0.3 0.7
Private services 0.5 0.5

! The figures in the Table show the change in each component of GDP at factor cost as a percentage of the previous
year's GDP at factor cost. This shows the number of percentage points contributed by each sector of activity to the
overall rate of growth in GDP at factor cost.

Source: National Statisticsftice

Employment income, on the other hand, remained expenditure to real GDP growth, too, was much
relatively stable during the quarter, up by just 0.2% maore significant during the March quarter of 2002
over the corresponding period of 2001. This than in the same quarter last year, as Table 3.2
reflected a drop in the gainfully occupied indicates. Government consumption expanded
population during the first months of the year and by 7.2% in real terms as spending on goods and
moderate wage inflation. In particular, following services increased, as did Treasury pensions. In
last year’s sharp rise, civil service salaries contrast, gross fixed capital formation decreased
remained virtually unchanged during the quarter by 14.4%, as lower investment in machinery,
reviewed, while in the private sector labour costs particularly in the electronics sub-sector,
were generally stable. outweighed an increase in investment in
construction.
In spite of the deceleration in employment income
growth, private consumption rebounded sharply The balance on goods and services continued to
during the quatrter, rising by 6.4% in real terms. In improve sharply during the quarter reviewed, as
fact, both imports of consumer goods and imports declined more than exports. To a large
manufacturing industry’s sales to the local market extent, this reflected a reduction in imports of
increased, as did outlays on services. capital goods and, to a lesser degree, the running
down of inventories. At the same time, the
The contribution of Government current contribution of net exports to real GDP growth
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Table 3.2

GDP GROWTH BY CATEGORY OF EXPENDITURE *
%

Jan. - Mar.

2001 2002
Growth in real GDP 0.2 14
of which:
Private consumption expenditure -1.0 3.8
Government consumption expenditure -0.1 13
Gross fixed capital formation -0.3 -3.6
Inventory changes 1.0 -7.5
Exports of goods and services 5.8 -5.4
Imports ofgoods and servicés -5.1 12.8
Growth in nominal GDP 5.0 2.9

1The figures in the Table show the change in each component of real GDP as a percentage of the previous year's real GDP
(expenditure side).This shows the number of percentage points contributed by each expenditure component to the overall rate
of growth in real GDP.The figures for 2001 have been revised; those for 2002 are provisional.

2 Note that any growth in imports of goods and services reduces GDP, and vice versa.

Source: National Statistics Office

continued to be boosted by the fact that the The main factor behind the easing in inflationary
decline in export prices was greater than that of pressures during the quarter reviewed was food
import prices in percentage terms. Thus, whereasprices. The latter fell by over 3% during the
the balance on goods and services in nominalquarter, as the supply-side factors that had driven
terms narrowed by 42%, in real terms it narrowed prices up during 2001, namely the closure of two
by 71%. major discount stores and a decline in local
agricultural production due to a shortage of

I rainfall, subsided. The initial shock to retalil prices
Retail Prices

. . . . Chart 3.1
The upward trend in the headline rate of inflation  rerat price nFLaTION

observed during the second half of 2001
continued into the first quarter of 2002. Thus, the
twelve-month moving average measure of
inflation rose to 3.6% in March from 2.9% in s
December. In contrast to the previous quarter,
however, the year-on-year measure, which is a
more timely indicator of price trends, dropped by
1.4 percentage points to 3.1% in March. Ascan o———r——————————r———rr—rr

AMJJASONDJFMAMJJASONDJFMAMJJASONDJFM

percent
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be seen from Chart 3.1, this was the first time in 1999 2000 2001 2002
eleven months that the year-on-year rate of v BT
inflation fell below the headline rate. Source: Netionel Siaistcs Offce
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Table 3.3
INFLATION RATES OF COMMODITY SECTIONS IN THE RPI

12-month moving average (percentage changes)

Mar. 2001 Dec. 2001 Mar. 2002
Food 11 5.6 7.0
Beverages and tobacco 3.8 45 6.1
Clothing and footwear -0.8 -1.4 -0.2
Housing 34 4.2 3.8
Fuel, light and power 4.6 -0.4 1.0
Durable household goods -1.6 -0.5 0.1
Transport and communications 4.6 1.9 1.8
Personal health and care 35 29 3.0
Education, entertainment and recreation 25 35 34
Other goods and services -0.2 0.8 0.9
All items 1.9 2.9 3.6

Source: National Statistics Office

as a result of the restructuring of the distributive came into effect in January helped to dampen
sector just referred to dissipated quite rapidly, as inflationary pressures. Furthermore, the impact of
the remaining operators soon adjusted to the newhigher fuel prices following the liberalisation of
business environment. Moreover, as a result ofthese prices announced in the Budget for 2002
declining inflation overseas and the Maltese lira’s appears to have been confined to a one-time
appreciation against the euro, the rate of growth adjustment in the transport and communications
of prices of imported foodstuffs also eased. sub-index, as operators in other sectors did not
However, though the upward trend in the prices Pass the increase in costs on to their customers.
of local agricultural produce appears to have

stopped, they remained relatively high, reflecting The Labour Market?*

insufficient supply on account of the protracted

On the basis of administrative data, the
drought.

unemployment rate rose to 5.5% in February 2002

Upward pressures on prices persisted in a gurs»

number of sub-indices of the RPI, mostly due to /BOURMARKETTRENDS
changes in indirect taxes. Thus, the final phase of
the removal of rebates on utility bills boosted the

housing and the fuel, light and power sub-indices,

whereas the latest increase in the excise duty on
cigarettes accounted for most of the rise in the
beverages and tobacco sub-index. Taken
together these two factors raised the RPI by more "=
than 0.2 percentage points.

thousands of persons

) . ) A 1:‘10DJFMAMJJASONDJFMAMJJASONDJF4'0
On the other hand, the significant reduction in 19 200 200t 2002

— Employed (left axis) = Labour force (left axis) Unemployment rate (right axis)

levies on imports of manufactured goods that  sure emomenta rraning copraion

! The cut-off date for data in this section is July 3, 2002.
2 Employment data for March were not available at the time of writing this Review.
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Table 3.4

LABOUR MARKET DEVELOPMENTS

Number of persons

Feb. 2002

Change over

Annual change

Dec. 2001
Labour supply 145,186 257 187
Unenployed 7,941 508 609
Unemployment rate (%) 55 0.3 0.4
Gainfully occupied 137,245 -251 -422
of which:
Private direct production 37,883 -54 -184
including:
Agriculture & fisheries 2,192 0 21
Quarrying, construction & oil drilling 6,722 120 143
Manufacturing 28,969 -174 -348
Private market services 49,940 -64 -126
including:
Wholesale & retail 15,336 -48 -344
Insurance & real estate 1,299 19 15
Transport, storage & communciations 6,055 -68 -26
Hotels & catering establishments 8,954 -128 -335
Community & business 11,140 24 488
Others 7,156 137 76
Public sector 48,317 -100 -44
including:
Government departments 30,470 -308 -334
Armed Forces, R.S.C. & Airport Co. 1,632 31 -17
Government-controlled companies 7,927 170 163
Independent statutory bodies 8,288 7 144
Temporarily employed 1,105 -33 -68

Source: Employment and Training Corporation

from 5.1% in December. This was the outcome of restructuring in the beverages sub-sector that

an increase in the labour supply, as labour marketresulted in the closure of a soft drinks bottling
participation began to recover from the seasonalplant. Second, the hospitality sector continued
fall registered in the December quarter of 2001, andto shed workers as the industry’s turnover

a drop in the number of the gainfully occupied,
which fell by 251 during the first two months of the

current year.

This drop in full-time employment reflected three
main factors. First, employment in manufacturing

continued to decline. Third, full-time employment
in the public sector declined further. On the
other hand, the demand for labour by the
construction industry continued to expand
steadily, while employment in “other” services,
mainly in the recreation services sub-sector, rose

contracted by 174, mainly on account of some by 137.
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As can be seen from Table 3.4, the gainfully retail sector, hotels and catering establishments,
occupied population as at end-February was and banks and other financial institutions.
down by 422 from a year earlier. The private Meanwhile, public sector employment was down
sector accounted for nearly three-quarters of theby 44 from the previous year’s level. As a result of
contraction, with the decline being nearly equally these developments, the number of persons on
divided between services and direct production. the unemployment register at the end of
Employment in direct production was February, at 7,941, was up by 609, or 8.3%, from
characterised by divergent trends, as an increasehe year-ago level.

in the number of workers employed in
construction was more than offset by reductions
in employment in manufacturing, particularly in
the electrical machinery and furniture sub-sectors. Activity in the manufacturing sector continued to
As regards private services, a significant decline in contract during the first quarter of 2002. The
employment was reported by the wholesale anddecline in turnover was, however, substantially

Manufacturing

Table 3.5
MANUFACTURING PERFORMANCE - SELECTED INDICATORS
Lm millions
Jan. - Mar.

2001 2002
Growth in exports 4.6 -35.3
of which:
Radio, T.V., Telecom, etc. 0.6 -36.5
Furniture 24 -3.2
Medical andprecision guipment 2.4 2.8
Printing andpublishirg 2.0 1.4
Other 19 0.2
Growth in local sales 1.9 3.6
of which:
Food and beveges 1.8 14
Other non-metallic minerals -0.1 1.2
Furniture 0.0 1.2
Tobacco 0.6 -0.4
Other -0.5 0.2
Growth in net investment -6.6 -3.8
of which:
Radio, T.V., Telecom, etc. -55 -4.0
Plastics and rubbgroducts -0.1 -0.4
Furniture -0.5 1.1
Chemicals -0.2 0.6
Other -0.2 -1.1

Source: National Statistics Office
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slower than that recorded during the final two The upward trend in the manufacturing sector’s
guarters of 2001, as sales by the electronics subdocal sales observed during 2001 continued into
sector fell to a lesser extent than previously. At the first quarter of 2002. As in the previous yeatr,
the same time, turnover in the rest of however, a significant part of this was attributable
manufacturing industry expanded at the same rateto the food and beverages sub-sector, and partly
as in the final quarter of 2001. reflected price increases, although the furniture
and other non-metallic minerals sub-sectors also
As can be seen from Table 3.5, export turnover reported increased sales during the quarter.
dropped by Lm35.3 million during the March
guarter compared with the same period of 2001. On account of the uncertain foreign demand
This was mainly due to a 25% drop in sales by the conditions and the ongoing restructuring process,
electronics industry, although export-oriented manufacturing establishments shed workers
establishments in the furniture and chemicals sub-during the March quarter. Employment within the
sector also reported a significant decline in sales.firms surveyed, in fact, was down by 338, or 1.5%,
By contrast, exports by many other sub-sectorson an annual basis, with most of the drop
were up from last year’s levels: sales by the following the closure of the above-mentioned
medical and precision equipment sub-sector morebottling plant and a clothing manufacturer.
than doubled, for instance, while significant gains However, the number of workers employed by
were also reported by the printing and publishing, firms producing electronic components, medical
plastic and rubber, food and beverages, andand precision equipment and furniture also
fabricated metal products sub-sectors. declined during the twelve months to March 2002.

Table 3.6
TOURIST ARRIVALS BY NATIONALITY

Jan. - Mar. 2002
Arrivals Annual Growth Share

(%) (%)
UK 70,361 -6.1 40.0
Germany 26,851 -15.9 15.3
Italy 12,780 19.1 7.3
France 10,219 -6.9 5.8
Scandinavia 6,144 -115 35
Libya 5,596 -21.4 3.2
Netherlands 5,092 -7.3 29
Austria 4,076 -13.4 2.3
Switzerland 3,223 -10.0 1.8
Belgium 2,505 54 14
Others 29,015 10.5 16.5
Total 175,862 -5.0 100

! Scandinavian countries include Denmark, Norway and Sweden.
Source: National Statistics Office
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Reflecting these conditions, wages and salariesTourism
paid by manufacturing industry declined by 2.4% 1 rism activity remained subdued during the

on an annual basis. first quarter of 2002, although the decline in
activity was markedly less pronounced than that
Investment in plant and machinery also continued regjstered in the final quarter of 2001. The number
to decline during the quarter, as the electronics of arrivals during the quarter was down by 9,191
sub-sector cut its rate of capital formation by more on a year-to-year basis, as against a decline of
than half to levels slightly above those recorded more than 25,000 recorded in the final quarter
in the first quarter of 1999. On the other hand, of 2001. Meanwhile, cruise passenger arrivals
investment in the rest of manufacturing industry continued to increase, while the average tourist’s
remained generally stable, as increased outlays onength of stay rose further. Gross earnings
plant and machinery in the chemicals and from tourism, however, dropped by 10.4%, while
furniture sub-sectors were almost entirely offset the number of bed-nights sold continued to
by lower investment in the food and beverages, decline.
plastic and rubber, medical and precision
equipment and electrical machinery sub-sectors. As Table 3.6 shows, tourist arrivals were down

Table 3.7
TOURISM ACTIVITY BY ACCOMMODATION CATEGORY

2002
Jan. - Mar Annual Growth Share
(%) (%)

No. of tourists in 5-star hotels 27,073 4.6 15.4
No. of tourists in 4-star hotels 57,529 11.8 32.7
No. of tourists in 3-star hotels 28,005 32.2 15.9
Other 63,255 -26.9 36.0
Total 175,862 -50 100
Days styed in 5-star hotels 165,585 5.1 10.1
Days styed in 4-star hotels 527,035 14.4 32.2
Days styed in 3-star hotels 303,184 37.4 18.5
Other 640,892 -26.8 39.2
Total 1,636,696 -45 100
Average length of stay 5-star hotels 9.3 04 -
Average length of stay 4-star hotels 6.1 0.5 -
Average length of stay 3-star hotels 9.2 2.3 -
Other 10.8 3.9 -
Total 101 01 -

Source: National Statistics Office
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by 5% during the first quarter of 2002, have been due to the holding of a number of large
notwithstanding the fact that Easter fell in March conferences in Malta in February. By contrast,
this year. Arrivals from the UK and Germany three- and four-star hotels registered a significant
were notably lower, while arrivals from increase in both the number of bed-nights sold
Scandinavia, the Benelux countries, Austria, and their average guest’s length of stay, as Table
Switzerland and France also continued to decline3.7 shows. This was partly on account of a
significantly, as did those from Libya. On the reclassification exercise carried out by the Malta
other hand, tourist arrivals from other Tourism Authority last year, which increased the
neighbouring Mediterranean countries, such asnumber of three- and four-star hotels at the
Italy and Spain, increaséd expense of the lower accommodation categories.

In fact, the number of tourists staying in lower
Data on tourist accommodation indicate that five- accommodation categories declined by 26.9%.
star hotels experienced a recovery during the Following the reclassification, the share of the
guarter, to the extent that the sector managed tolatter in the industry’s total bed stock fell to 28%,
retain last year’s occupancy levels. This may from 51% previously.

3 The latter included in the “others” category in Table 3.6.
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Box 2 : BUSINESS PERCEPTIONS SURVEY

Introduction at least in the near future. Other opinions wer
The Central Bank of Malta’s latest business almost equally split between positive and negatiy
perceptions survey detects some signs of anoutlooks. Nevertheless, t_he_ survey resul_ts st
incipient economic recovery led by the reveal some degree qf optimism. In fact, w_|th th
manufacturing export sector. Firms are in fact €xception of the tourism sector, export-oriente
projecting higher export orders and possible firms are projecting higher sales and improvin
additions to their labour force, provided foreign Profitability. This coincides with plans to increase
demand conditions continue to improve. This, in their labour complement and rebuild inventories
turn, is expected to help domestically-oriented 1he performance of the tourism sector, which if
firms through the multiplier effect. Indeed, the Part remains conditioned by development
latter firms, particularly those in the services aProad, may however dampen the overall exp
sector, are expecting activity levels to remain Performance.
above normal in the second quarter.

[05]

In the locally oriented sectors, positive
projections mainly originate from financial
services firms. Activity levels and profitability in

Business Sentiment and Short-term Expectations _ i : X
these firms had already improved in the first

The rebound in business sentiment reported inquarter of 2002 and were expected to continue do

the previous survey has lost momentum, with the ¢4 in the second quarter. The recovery g
number of respondents expecting an improvementinancial services was in part probably stimulatel
in the economic situation being equal to the py the |nvestment Registration Scheme introduce
number expecting a deterlorgtl_on in the second i the |atest Budget and by a number of privatg
quarter (see Chart 1). The majority of respondents secior hond issues. In fact, cash-based balance

expect the current uncertain conditions to persist, payments data for the March quarter of 2002 algp

indicated improved receipts for financial firms

Qe O D — =
— (b— D

o

of

Chart 1 Meanwhile, as in the case of export manufacturing
EPECTATIONS ABOUT THE ECONOMIC SITUATION OVER THENSXT O NS firms, a number of locally-oriented firms are alsg
P planning to expand their labour force. This could
T P PR be interpreted as an early signal that thje
o- -l slowdown in domestic activity has reached itg
i BB T N trough and that conditions will gradually begin tg
_12 ____________________________ 1 B improve. Before such a conclusion can b
D e e e e e BN reached, however, more solid evidence is required
R E L L PR TP EPEPRFEETEERY EEER as the latest survey also shows that, during thie
LR LR  ERhhh March quarter, domestically-oriented firms, with
o or 0 e o1 02 o3 04 o1 02 s or oi oz the exception of those in the other services
Figaes eicat imrov esponces et of et reprszs. o sector, failed to match the expectations that wefe
Rl enegeby eome expressed in the previous survey.
! The survey was undertaken between April and May 2002. It covers a sample of 135 firms (including the leading fifm in

the electronics sector), employing 16,581 workers, with an aggregate annual turnover of Lm490 million. This ing¢ludes

Lm226 million in local sales and Lm264 million in export sales.

-/
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Chart 2 activity levels in the furniture sector, probably
ACTIVITY IN THE EXPORT SECTOR reflecting the order that three local companies hdgd
won to furnish a hotel in Libya. A slight
improvement was also noted in “other
manufacturing firms, as well as in paper anji
printing, though activity levels in the latter sectq

were still well below normal. By contrast, activity
levels in the chemical industry fell below normal,
while that in food and beverages remaine
unchanged, though at a below normal level.

1=

W Manufacturing Tourism

Figuresicicate "above Nl responses net o below romaresponses, Nevertheless, the expectations of domestically

Results are weighted by export sales.

oriented manufacturing firms for the secong
quarter are positive with respect to employmen
- . and turnover, while profitability is expected to be
Ay Leels — AT QIEiEr 2002 less negative. This was the case with most of the
Activity rates in export-oriented manufacturing sectors surveyed, with the notable exception g
firms, particularly those in the paper and printing, paper and printing. However, in the previous
electronics and “other” manufacturing sectors, survey expectations were less pessimistic than the
shifted above normal during the first quarter of actual outcome, and, as Chart 3a shows, activity
2002. This shows that some of the major sectors|evels still remain well below normal. Hence, it
in export-oriented manufacturing activity may may still be premature to talk of a turnaround iff
have finally turned the corner, after the downturn activity in domestically oriented manufacturing
reported throughout 2001 (see Chart 2). However, firms.
sampled firms in the clothing and footwear sector

still appear to be struggling to return to normal Similarly, activity in the distributive trades and i
activity levels, while activity in the chemical construction remained subdued, broadly
sector declined. Nevertheless, export-oriented unchanged from the previous quarter. As regar
manufacturing firms across all sectors are more construction, expectations relating tg
optimistic about the second quarter, when they employment, turnover and profitability in the

expect increases in both profitability, turnover and second quarter of 2002 are slightly less positive
employment.

=

)
(@]

Meanwhile, almost three-quarters of respondents chatza
in the tourism sector reported below normal ATVTY NTHEDOVESTIC SECTOR

R R  ELCEEEEEETETTr

activity during the first quarter, rising from about
half in the previous quarter. Moreover, their
outlook with regards to turnover, profitability and
employment during the second quarter remained
negative, as in the previous survey, though the
loss in jobs is expected to be more contained than
in previous quarters.

Local manufacturing activity was slightly less e WY e e e

2001 2002

negative than in the previous quarter. This B efackrg P Tades

Figures indicate "above normal” responses net of "below normal" responses.

change was largely underpinned by higher e edudyicass
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Chart 3 sector and could be partly related to the activi
ACTIMITY INTHE DOVESTIC SECTOR generated by the Investment Registratio
Scheme. Expectations with respect to employm
and turnover in the second quarter remail
positive, though slightly less so than previousl|
as the financial services sector is less upbe
although firms in industrial services were mor
optimistic about turnover.

Conclusion
8 Corsinction & Real Estale Otrer Senices Firms remain cautious in their assessment of t
Figures represent "above normal” responses net of "below normal” responses. . . . .
Results are weigted by local sales. local economic situation. The economy i

expected to resume export-led growth this year

particularly due to the expected recovery in sal
than in the previous quarter. By contrast, the of manufacturers as economic conditions abro
wholesale and retail sector expects better turnoverimprove. However, the contribution of th
and higher employment levels in the second external sector to economic growth is likely to b
quarter, though selling prices are expected to dampened by the adverse conditions facing t
remain under downward pressure on account oftourism industry. Thus, the magnitude and timin
continued weakness in domestic demand. of the recovery remains uncertain, and will largely

depend on the extent of the rebound in tradin
As can be seen from Chart 3b, the services sectopartner countries. Meanwhile, domestic deman
appears to have witnessed a rebound in activityis likely to remain weak although the survey
levels in the first quarter of 2002, tipping the results suggest that conditions have stabilise(d
balance of replies to “above normal” by about and some sectors, particularly financial service
4%, from a 47% negative balance in the previous show signs of an incipient recovery. Thig
guarter. As mentioned earlier, this result was suggests that pressures on the labour mark
entirely attributable to the finance and insurance should recede in the second half of the year.

Q2

[0)]

| S =S
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4. THE BALANCE OF PAYMENTS

AND THE MALTESE LIRA

narrowed further, while higher net inflows on the
capital and financial account, compared with the
same quarter a year ago, resulted in an overall
surplus, as against the deficit recorded in 2001.
The improvement in the balance of payments As a result, the official reserves (net of
observed during 2001 continued into the first revaluation adjustments) rose by a further Lm25.4
quarter of 2002. The current account deficit million during the quarter.

Table 4.1
EXTERNAL BALANCES *
Lm milli ons
Jan.- Mar.
2001 2002
Credit Debit Credit Debhit
Current account balance 34.0 134
Goods and services 336.1 380.6 311.1 3325
Goods balance 53.7 33.1
Goods 245.1 298.8 219.5 252.6
Services balance 9.2 11.7
Services 91.0 81.8 91.7 79.9
Transport 28.4 41.0 28.0 36.2
Travel 46.3 16.6 415 17.3
Other services 16.3 24.2 22.2 26.5
Income (net) 10.9 13.7
Compensation of employees 0.6 0.7 0.7 0.7
Investment income 46.1 35.1 86.8 73.1
Current transfers (net) 0.4 5.7
Capital and financial account balancé’ 12.9 17.0
Capital account balance 0.1 0.3
Financial account balance 13.0 16.7
Direct investment 169.3 169.0
Abroad 0.4 45
In Malta 168.9 164.5
Portfolio investment 15.5 266.5
Assets 16.5 78.7
Liabilities 1.0 187.8
Other investment 166.9 80.8
Assets 812.3 37.2
Liabilities 65.4 118.0
Overall balance 21.1 3.7
Movements in reserved 12.9 25.4
Net errors and omissions 8.2 21.7

! Provisional.

?Excluding movements in official reserves.
3Excludes revaluation adjustments.
Source: National Statistics Office
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Meanwhile, the Maltese lira, reflecting the foreign

exchange market developments outlined earlier,

lost ground against the US dollar but recorded

Merchandise Trade

When compared with the March quarter last year,
the merchandise trade gap narrowed by Lm20.7

modest gains against the euro and sterling. Themillion to Lm33.1 million. As Table 4.2 shows,

latter were reflected in a marginal rise in the NEER
index for the lira; but the REER index, reflecting a
lower inflation differential between Malta and its

competitors, fell sharply during the

guarter, indicating an improvement in the

economy’s competitiveness in real terms.

The Current Account

During the March quarter the current account
deficit narrowed to Lm13.4 million,
compared with the Lm34 million shortfall
recorded during the corresponding quarter of
2001. A further narrowing of the merchandise
trade gap was the main factor behind this
improvement.

both imports and exports were down from year-
ago levels, but the drop in imports was double
that of exports. This mainly reflected lower
purchases of industrial supplies and capital
goods, though a lower import bill for fuel and
lubricants also contributed. On the other hand,
imports of consumer goods were up by Lm3.8
million from last year’s level, reflecting higher
purchases of food and beverages and other non-
durable goods.

The merchandise trade account for the quarter
was also characterised by an Lm11.4 million surge
in re-exports, with substantial increases in re-
exports of fuels, machinery and transport
equipment, beverages and tobacco and other

Table 4.2
MERCHANDISE TRADE

(based on Customs data)

Lm millions
Jan.- Mar. Change
2001* 2002

Imports 328.3 276.2 -52.1
Consumer goods 62.7 66.5 3.8
Industrial supplies 183.7 140.5 -43.2
Capital goods and others 52.4 44.5 -7.9
Fuel and lubricants 29.5 24.7 -4.8

Exports 241.7 217.1 -24.6
Domestic 223.8 187.8 -36.0
Re-exports 17.9 29.3 11.4

Trade balance -86.6 -59.1 27.5

! Provisional
Source: National Statistics Office

Central Bank of Malta, Quarterly Review, June 2002



manufactured articles being mainly responsible. increase in residents’ holdings of foreign assets,
which entails an outflow of funds, is shown as a
debit entry, while a credit entry represents a

o ] o ] decrease in their holdings of these assets. In
Meanwhile, in spite of a LmS.5 million drop in net  cqnirast, an increase in foreign liabilities entails in

receipts from travel, the surplus on services rose g, inflow of funds and is shown as a credit entry,

by Lm2.5 million to Lm11.7 million, mainly  \hjle a debit entry represents a decrease in foreign
reflecting lower freight costs and a drop in |igpilities.

payments for non-merchandise insurance. The
decline in net travel receipts, in turn, reflected a Tne increase in net inflows recorded on the
Lm4.8 million drop in gross tourism earnings capjtal and financial account during the quarter
together with a Lm0.7 million increase in  reyiewed arose entirely from net portfolio inflows,
expenditure by Maltese residents travelling \yhich went up to Lm266.5 million. This rise mainly
abroad. reflected greater inflows into money market
) . instruments offered by international banks,
Net receipts on the income account rose to though the repatriation of capital formerly held in

Lm13.7 million from Lm10.9 million in the  foreign bonds by Maltese residents contributed
corresponding period last year, as Table 4.1 g 3 |esser extent.

shows. This increase, however, mainly reflected

higher net investment income earned by The surge in net portfolio inflows was partly
international banks operating from Malta, and counterbalanced by transactions recorded on the
therefore has no direct impact on the domestic ‘other investment’ component of the financial
economy. account. In fact, in contrast with net inflows of
Lm166.9 million recorded during the first quarter of
In contrast, as a result of higher tax refunds to 2001, net outflows of Lm80.8 million were reported
international trading companies and higher during the March quarter this year. This was
outflows by way of personal cash gifts, net because the monetary sector increased its
outward current transfers were up by Lm5.3 holdings of foreign loans and advances and

Services and Investment Income

million from the previous year’s level. added to its portfolio of foreign short-term
instruments. These transactions, which mainly
The Capital and Financial Account reflected the operations of international banks,

exceeded by far the net inflows recorded by the

After excludl_ng movements n the ofﬂma! non-monetary sector. The latter largely resulted
reserves, net inflows on the capital and financial .51 4 decline in foreign currency deposits held

account rose to Lm17 million, from around Lm13 abroad by Maltese residents and lower loan

million in the corresponding quarter of 2001. renayments by a parastatal company.

Table 4.1 also shows changes in assets and

liabilities for each component of the capital and Meanwhile, net direct investment outflows, at
financial account of the balance of payments. | m169 million, were virtually unchanged from the
These flows include the aggregate transactions ofprevious year’s level. Direct investment in Malta
both the monetary and non-monetary sectors of declined by Lm164.5 million during the quarter
the economy. Direct investment shows resident reviewed as foreign-owned subsidiaries repaid
direct investment abroad and non-resident direct|oans to their parents overseas. However, an
investment in Malta. With regard to portfolio increase of Lm4.5 million in direct investment
investment and other investment flows, an abroad also contributed to the overall decline as
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the monetary sector recorded capital injections chata1
. . . .- . EXCHANGE RATE MOVEMENTS OF THE MALTESE
into its foreign subsidiaries. LIRA AGAINST SELECTED CURRENCIES

(index of end-of-month rates, end-1999 = 100)

120
As a result of these developments, the balance of
payments (excluding movements in reserves)
ended the quarter with an overall surplus of Lm3.7

million.

The Maltese Lira L L ZeooeocEenge So0000e0tan =

During the quarter reviewed the Maltese lira lost .

1.2% of its value against the US dollar and Dd FMAMIIASONDIFMAMIIASONDIEM
appreciated by 0.3% and 0.7% against the euro —ewo USDdlr  —lpaneseYen  —Sieting

and the pound sterling, respectively. These

movements, which are depicted in Chart 4.1,

mainly reflected the dollar’s resilience against the compared with the first quarter of 2001, as Table
major European currencies. At the same time, the4.3 shows, while against sterling and the dollar it
strengthening of the yen against the dollar during fell by 3.2% and 0.9%, respectively. Against the
the quarter caused the Maltese lira to weaken byJapanese yen, meanwhile, the average value of
0.4% against the Japanese currency. the Maltese lira was up by 8.6%.

In terms of quarterly averages, the Maltese lira Chart 4.2 depicts movements in the Nominal
appreciated by 2% in terms of the euro when Effective Exchange Rate (NEERInd the Real

Table 4.3

MALTESE LIRA EXCHANGE RATES AGAINST SELECTED MAJOR
CURRENCIES

Period Euro US$ Stg Yen
Average for Qtr. 1 2002 2.5019 2.1925 1.5376 290.3
Average for Qtr. 1 2001 2.4521 2.2645 1.5177 267.4
% change 2.0 -3.2 -0.9 8.6
Closing rate on 28.03.2002 2.5070 2.1854 1.5361 289.3
Closing rate on 31.12.2001 2.4989 2.2121 1.5258 290.4
% change 0.3 -1.2 0.7 -04
High for Qtr. 1 2.5222 2.2347 1.5489 295.8
(Feb. 01) (Jan. 03) (Mar. 13) (Jan. 23)
% change from average 0.8 1.9 0.7 1.9
Low for Qtr. 1 2.4720 2.1627 1.5284 280.7
(Jan. 03) (Jan. 28) (Feb. 15) (Mar. 08)
% change from average -1.2 -14 -0.6 -3.3

! The NEER index is based on a trade-weighted average of changes in the exchange rate of the lira against the currencie:
of Malta’s major competitor countries, including its trading partners. A fall in the index represents a depreciation of
the lira’s average exchange rate, and vice versa.
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Effective Exchange Rate (REER)dices for the crartaz
Maltese lira. This shows that, due to the lira’s REA AND NOMINAL EFFECTIVE EXCHANGE RATE
. . . . INDICES FOR THE MALTESE LIRA

appreciation against the euro, the NEER index ass=i0

continued to edge upwards during the first two
months of the year, before dipping slightly in ..o oo ..
March, when the lira lost some of its earlier gains = ===s=smsrermrmnmrmnrenrananenees fon NG
against the European currency. As aresult, the
index ended the quarter up by 0.1% from its end-
December level. The REER index, however,
declined by nearly 2% over the quarter, wiping out
the previous quarter’s rise. This mainly reflected
a narrowing of the differential between Malta’'s -

JFMAMJJASONDJFMAMJJASONDJFMAMJJASONDJFM

inflation rate and that of its competitors and 1599 2000 2001 2002
implied a gain in the economy’s competitiveness —NEER REER
in real terms.

2 The REER index is derived by adjusting the NEER index for relative movements in consumer prices. A fall in the index
implies a gain in Malta’'s external competitiveness and vice versa.
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The yield from direct taxation was up by just

5. GOVERNMENT FINANCE LmO0.4 million to Lm50.1 million, as Table 5.1
shows, reflecting higher income tax receipts that

At Lm31.9 million thefiscal deficit for the first ~ Offset & drop in revenue from social security
quarter of 2002 was slightly larger than that contributions. The decline in the number of the
registered in the corresponding quarter of 2001, as9infully occupied during the quarter may have
expenditure increased by a larger absolute amoungd@mpened direct tax revenue growth. At the
than revenue. The deficit was financed mainly Sa@me time, revenue from indirect taxation

through the issue of short-term debt instruments. @mounted to Lm&0.1 million, up by Lm3 million, or
5.5%, from the previous year’s level. A Lm0.9

million drop in VAT receipts, was matched by an
increase in revenue from customs and excise

. _ duties, which partly resulted from higher excise
Government revenue totalled Lm145 million during 4. ties on tobacco. Meanwhile. the yield from

the quarter, up by Lm7.6 million, or 5.5%, over the |icences, taxes and fines rose by Lm3.1 million,
same quarter last year. After having risen sharply painly reflecting the shifting to this revenue
during the December quarter of 2001, in line with category of profits generated by the Public Lotto

the normal seasonal pattern, revenue dmppedDepartment, previously listed under non-tax
back to the levels recorded during the first three oy enue though increased income from oil

quarters of that year, as Chart 5.1 shows.

Revenue

exploration fees and motor vehicle licences also

o contributed.
The timing of the transfer of the Central Bank’s

profits to the Government boosted revenue during Revenue from non-tax sources grew by Lm4.3
the quarter reviewed. In fact, by the end of March jjjion, or 14.1%, when compared to the first three
the Central Bank had passed on the entire profitSimonths of last year, as, for the reason mentioned
due in the current year, whereas in 2001 part of thepreviously, profits passed on to the Government

Bank’s prqfits had been transferr_ed in Ar_)ril. At by the Central Bank during the quarter were up by
the same time, tax revenue excluding receipts from| n5 7 million from the previous year’s level.

lotteries — which from this year are being included gy, the other hand. revenue from other non-tax
under this heading - rose modestly. sources fell by Lm1.4 million, as higher receipts
from fees of office and grants were more
than offset by the above-mentioned transfer of

Chart 5.1

GOVERNMENT FISCAL PERFORMANCE lottery profits to the licences, taxes and fines
heading.
Expenditure

Government expenditure amounted to Lm176.9
million during the quarter, less than in the previous
quarter but up by Lm8 million when compared to
the first quarter last year. Interest payments and
contributions to Government entities accounted
_ for most of the increase, as the other expenditure
— T * O Fisca belence categories remained relatively stable. As detailed
below, contributions to Government entities were

Lm millions
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Table 5.1
GOVERNMENT BUDGETARY OPERATIONS

Lm millions

2001 2002 Chame

Qtr. 1 Qtr. 1 Amount %
REVENUE 137.4 145.0 7.6 55
Direct tax 49.7 50.1 04 0.8
Income tax 24.8 26.5 1.7 6.9
Social securit contributions' 24.9 23.5 -1.4 -5.6
Indirect tax 57.1 60.1 3.0 5.3
Value Added Tax 28.6 27.7 -0.9 -3.1
Customs and excise duties 12.3 13.2 0.9 7.3
Licences, taxes and fines 16.1 19.2 31 19.3
Non-tax revenue 30.6 34.9 4.3 14.1
Central Bank profits 20.0 25.7 5.7 28.5
Other? 10.6 9.2 -1.4 -13.2
RECURRENT EXPENDITURE * 147.3 154.5 7.2 4.9
Personal emoluments 48.2 48.5 0.3 0.6
Operational and maintenance 12.9 12.9 0.0 0.0
Programmes and initiatives 60.0 61.4 1.4 2.3
Contributions to entities 10.1 13.3 3.2 317
Interest payments 16.0 18.3 2.3 14.4
Other 0.1 0.1 0.0 0.0
CURRENT BALANCE ° -9.9 -9.5 04 4.0
CAPITAL EXPENDITURE 21.7 22.3 0.6 2.8
TOTAL EXPENDITURE 168.9 176.9 8.0 4.7
FISCAL BALANCE * -31.6 -31.9 -0.3 1.0

! Government contributions to the social seguaitcount in terms of the Social Secpct, 1987
are excluded from both revenue and expenditure.
2Includesgrants but excludes revenue from sale of assets andgsiokiis of converted loans.

3 Revenue less recurrentperditure.
4 Revenue less total expenditure.

Source: The Treasury

boosted by the change in accounting policy or 4.9%, to Lm154.5 million. Personal emoluments
announced in the latest Budget, as a result ofedged upwards by Lm0.3 million, whereas
which some subsidies that had previously beenoperational and maintenance expenses remained
treated as capital expenditure were reclassifiedunchanged at Lm12.9 million. At the same time,
with recurrent spending. higher Treasury pension payments translated into
a Lm1.4 million increase in the cost of programmes
Thus, recurrent expenditure rose by Lm7.2 million, and initiatives, while interest payments were up
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by Lm2.3 million, reflecting higher short-term debt
servicing costs.

Government Debt and Financing Operations

The Government financed the first quarter deficit
through the issue of short-term debt instruments

Contributions to Government entities rose sharply g the running down of deposits with the
by Lm3.2 million, or 31.7%, when compared to the banking system. In fact, as can be seen from
first quarter of 2001. However, this mainly Tapje 5.2, a Lm33.6 million increase in the value of
resulted from the inclusion under this heading of Treasury bills outstanding coupled with a Lm4.1
subsidies that had previously been listed under million fall in Government deposits provided the
the capital expenditure vote of the Ministry for funds required to finance the fiscal shortfall.
Economic Services.

The gross Government debt as at the end of
March totalled Lm1,045.8 million, up by Lm33
million, or 3.3%, when compared to the end-

In spite of a small drop in capital expenditure
attributed to the Economic Services ministry,

however, total capital spending rose by Lm0.6
million, with the greater part of the increase being
channelled to the Malta Tourism Authority and

December level. The share of Treasury bills in the
total rose to 18.5%, while Malta Government
stocks and foreign debt accounted for the

the new hospital. remaining 77.7% and 3.8%, respectively.

Table 5.2
GOVERNMENT DEBT AND FINANCING OPERATIONS
Lm millions
2001 2002
Qtr. 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. 1

FISCAL BALANCE -31.6 -22.3 -27.1 -4.3 -31.9
Financed by :
Increase in MGS outstanding 0.0 273 216 212 00
Increase in foreign loans -0.4 -18 -09 42 05
Proceeds from sale of assets 0.0 0.0 00 00 00
Contributions to sinking funds 0.0 -6.2 00 55 00
Sinking funds of converted loans 0.0 00 00 20 00
Increase in Treasury bills outstanding 48 -108 82 -158 36
Decrease in Government deposits -14.2 189 -12.0 46 41
Net cash movement and other fufids 11.4 51 102 -17.2 53
GROSS GOVERNMENT DEBT 959.4 974.2 10032 1012.8 1045.8
Malta Government stocks 7427 7700 7917 8129 8129
Treasury bills 177.8 167.1 1753 1595 1931
Foreign loans 38.9 371 36.2 404 309

! Negative figures indicate an application of funds, meaning that the Government would also have to finance these transactions
in addition to the deficit durmthe quarter.

2 This figure represents the difference between the fiscal balance and the sources of financing utilised during the quarter. A
positive figure indicates a shortfall in finanginwhile a ngative figure indicates overfinanajydurirg the quarter.

Source: The Treasury and Central Bank of Malta estimates
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primarily by growth in the net foreign assets of
6. MONETARY AND FINANCIAL the banking system, which was split between

DEVELOPMENTS increases in the official external reserves and in
the net holdings of the deposit money banks.

he C | K qi i Domestic credit also rose, driven largely by an
The Central Bank eased its monetary policy jncrease in net claims on Government, with the

stance fulzther durlnlg.the first quarter of thedyer?r, increase in claims on the private and parastatal
cutting the central intervention rate and the g qqg reported during the quarter consisting

discount rate by another_25 b?.S.IS Po'ms to 4% in entirely in interest charges that had no impact on
January. The reduction in official interest rates,

coupled with persistent excess liquidity in the

banking system, continued to exert downward

pressure on money market rates. In the capital The Monetary Base

market, too, bond yields generally eased, but The monetary base, M0, which consists of

equity prices continued to decline in thin trading. currency in issue and banks’ deposits with the
Central Bank (except term deposits), fell sharply

Broad money, M3, continued to expand during the first quarter. As can be seen in Table

vigorously as households and private firms added 6.1, MO contracted by Lm31.9 million, reflecting

to their holdings of bank deposits. As a result, mainly a drop in banks’ reserve deposits with the

the shift in favour of fixed-interest financial Central Bank, although a seasonal decline in

assets, which had characterised monetarycurrency in issue also contributed. Consequently,

developments during 2001, persisted. As in the the annual rate of growth of the monetary base

previous quarter, monetary expansion was fuelled swung from 0.6% in December to —4% in March.

Table 6.1
THE MONETARY BASE AND ITS SOURCES
Lm millions
Dec. 2001 Mar. 2002 Change

Currency in issue 441.8 437.0 -4.8
Banks' dposits with the Central Bahk 125.8 98.8 -27.0
MONETARY BASE 567.6 535.8 -31.9
CENTRAL BANK ASSETS
Foreign assets 760.4 786.5 26.0
Claims on Government 5.8 4.6 -1.2
Fixed and other assets 61.1 53.6 -7.6
Less:
REMAINING LIABILITIES
Government daosits 69.1 66.7 2.4
Other deosits 7.6 7.1 -0.5
Foreign liabilities 0.0 3.4 3.4
Other liabilities 87.9 139.5 515
Capital and reserves 95.1 92.2 -2.9

Excluding term deposits, which are shown with "other liabilities".
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The source of the contraction in the monetary chate.1

base was a sharp increase in the banks’ term o g o com
deposits with the Central Bank. As the latter
absorbed liquidity from the banking system,
outstanding term deposits, which are included
with “other liabilities”, climbed from Lm21 million

in December to Lm92.5 million in March. The rise
more than offset the drop in other liabilities
resulting from the transfer of profits to
Government. Moreover, it outweighed the Lm26
million expansion in the Central Bank’s foreign :
assets, which otherwise would have resulted in QrioQn2 Q63 Qke QAL QR2 QR QR4 Qu
an injection of liquidity into the banking system Boadmoney  —Narowmoney  —Quasimoney

and an increase in MO.

households and private firms added to their bank
deposits, which were also boosted by capital
Broad money surged during the first three months inflows. In particular, inflows under the
of the year, expanding by Lm98.2 million, or 3.6%, Investment Registration Scheme probably
as Table 6.2 shows, to end the quarter oncontributed to an increase in foreign currency
Lm2,851.2 million. As a result, the annual rate of deposits, which put on Lm32.2 million during the
growth of broad money continued to accelerate, quarter.

as Chart 6.1 shows, rising to 10% in March from

8.4% three months earlier. In the absence of newAfter having contracted during the previous
Government stock issues on the primary market, quarter, narrow money, M1, recovered during the

Monetary Aggregates

Table 6.2

MONETARY AGGREGATES

(Changes on the previous quarter)

Lm millions
2001 2002
Qtr. 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. 1
Amount % Amount % Amount % Amount % Amount %

1. NARROW MONEY 16.4 2.8 15.5 2.5 141 2.2 -5.1 -0.8 80 1.3
Curreng in circulation -0.7 -0.2 15.8 4.0 22 05 53 1.3 0.2 0.0
Demand dgosits 17.1 8.6 -04 -0.2 119 55 -10.4 -4.6 78 3.6

2. QUASI-MONEY 36.5 1.9 45.2 2.3 21.0 1.0 705 34 90.3 4.3
Savirgs deosits 55 -0.9 19.3 3.1 06 0.1 277 4.3 16.3 24
of which FCD4 55 4.5 11.5 8.9 2.3 1.6 109 7.6 6.3 4.1
Time dgosits 42.1 3.2 25.9 1.9 204 15 428 31 74.0 5.1
of which FCD4 3.7 4.1 7.5 7.8 88 85 59 52 21.9 18.6

3. BROAD MONEY 52.9 2.1 60.6 2.3 35.1 1.3 654 24 98.2 3.6

Li.e. Foreign currency deposits, including external Maltese lira deposits.
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March quarter, expanding by Lm8 million, or 1.3%. the pattern observed in previous quarters, the

Nevertheless, the annual rate of harrow money increase in corporate time deposits, which added

growth decelerated, as Chart 6.1 indicates, endingLm42.3 million, was influenced by exceptional

the quarter at 5.3%. capital flows. Furthermore, time deposits
denominated in foreign currency expanded by

Demand deposits added Lm7.8 million during the Lm21.9 million, accounting for nearly a third of the

guarter, partly reversing the previous quarter’s overall increase, as Table 6.2 shows.

drop and accounting for almost the entire increase

in M1. The rise was spread across both deposits

belonging to households and those of private Counterparts to Monetary Expansion

firms and public non-financial enterprises, but

was dz_impened by an increase in th? value of 4, 1estic credit resumed growth, expanding by
items in the course of collection, which rose Lm35.4 million. or 1.5%. to Lm2.363.7 million in
because the end of the quarter fell on the EaSterMarcH Underl’ying (.:red’it grovvth, rerﬁained weak
weekend Currency in circulation dropped in however, and its annual rate of growth continued

January in line with the normal seasonal pattern, to decelerate, as Chart 6.2 shows, dropping from

but increased in the following two months. As 6.6% in December to 4.5% three months later.
these movements largely offset each other,

currency held outside the banking system
expanded by a mere Lm0.2 million over the quarter
as a whole.

Following a small fall during the previous quarter,

Net claims on Government accounted for three-
quarters of the increase in domestic credit during
the quarter reviewed. After having contracted
during the final quarter last year, such claims

Quasi-money continued to grow strongly during expanded by Lm26.4 million as the fiscal deficit

the first three months of the year, registering its widened. Bank holdings of Treasury bills

largest qqa:terlytnsetln ten_é/ears de§p|te a d(;otp MNincreased and, despite the transfer of Central

average interest rates paid on savings and timég , profits to the public account, the

deposits. As can be seen in Table 6.2, quasi-

money expanded by Lm90.3 million, or 4.3%, with

the annual rate of growth accelerating from 8.9%

in December to 11.5% in March as a result. S e aREDIT
(percentage change on previous year)

Government’s deposits with the banking system

Both savings and time deposits contributed to
guasi-money growth, rising steadily during the
guarter reviewed. Savings deposits went up by
Lm16.3 million, or 2.4%, with personal savings
deposits, which rose by Lm18.4 million,
accounting for the entire increase. Time deposits
registered extraordinary growth, rising by Lm74 N 7
million, or 5.1%, with both households and private

firms adding to their deposit holdings  as--ocommimmmimmi L
considerably. Whereas households continued to &7 ®%e®® % %1 95 @F 0 3
build their deposit holdings steadily, in line with

percent

Total — Claims on private and parastatal sectors — Net claims on Government

1 Information on the breakdown of deposits by maturity and by type of owner relates to deposits with the deposit money
banks only.
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fell. Nevertheless, the annual rate of growth of interest to borrowers’ loan accounts. Thus,
net claims on Government edged down to 15.2% indespite a drop in nominal lending rates,
March. underlying credit growth remained subdued,
reflecting a combination of bank reluctance to take
In contrast, claims on the private and parastatal on risk and weak demand for loans. As a result,
sectors increased only very modestly for the the annual rate of growth of claims on the private
second consecutive quarter, expanding by Lm9 and parastatal sectors dipped again, as Chart 6.2
million, or 0.5%. As Table 6.3 shows, this rise was shows, dropping from 4.6% in December to 2% in
considerably smaller than that recorded during the March, the lowest rate of growth in ten years.
corresponding quarter last year. In fact, claims on
the private and parastatal sectors fell during the With bank holdings of corporate securities
first two months of the quarter, before rising in increasing modestly, loans and advances
March when some banks charged six months’ accounted for most of the rise in bank claims on

Table 6.3

COUNTERPARTS TO MONETARY GROWTH
(Charges on thereviousquarter)

Lm millions
2001 2002
Qtr. 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. 1
Amount % Amount % Amount % Amount % Amount %
BROAD MONEY 52.9 2.1 60.6 2.3 351 1.3 65.4 2.4 98.2 3.6
1. DOMESTIC CREDIT 77.3 3.5 16.8 0.7 53.8 24 -3.8 -0.2 354 15
a) Net claims on Govt. 23.5 5.7 275 6.3 201 43 -78 -16 26.4 5.6

Gross claims on Govt. 37.7 7.8 86 17 321 61 -32 -06 223 40
Central Bank 8.4 91.8 19.9 1131 -25.7 -68.6-6.0 -51.0 -1.2 -21.1
Banks 29.3 6.2 -11.3 -2.2 578 11.8 2.8 0.5 235 43

Less:
Government gmsits' 14.2 204 -189 -225 120 185 46 6.0 -41 -5.0
Central Bank 13.8 246 -18.1 -25.8 99 192 7.2 117 -24 -35
Banks 0.4 3.1 -0.8 -5.8 2.1 15.8 -2.6 -17.2 -1.7 -13.7
b) Claims orprivate and

parastatal sectors 53.7 3.0 -10.7 -0.6 33.7 19 4.0 0.2 9.0 05
2. NET FOREIGN ASSETS -105.9 -109 120.3 13.9 11.8 1.2 91.8 9.2 55,5 5.1
Central Bank -11.9 -1.9 16.4 2.6 439 6.8 716 10.4 226 3.0
Banks -94.0 -28.5 1039 440 -320 -94 203 6.6 329 10.0
Less:

3. OTHER ITEMS (NET) -81.5 -13.2 76.5 143 305 5.0 226 35 7.3 -11

! Includes Sinking Fund and other Treasury Clearance Fund investments which are generally not readily available for
liquidity purposes.
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Table 6.4
CREDIT TO SELECTED CATEGORIES OF BORROWER !

Lm millions
2001 2002
Qtr. 4 Qtr. 1
Amount Amount  Change %
Energy and water 95.2 91.1 -4.1 -4.4
Transport, storage and communication 107.5 109.4 19 18
Agriculture and fisheries 10.4 10.5 0.1 11
Manufacturing 204.3 208.8 4.4 2.2
Building and construction 85.2 89.6 4.4 5.2
Tourism 245.7 249.0 3.2 1.3
Wholesale and retail 300.0 3135 13.6 4.5
Personal 462.5 474.2 11.7 25
Other services 75.9 715 -4.4 -5.8
All other 180.7 157.8 -22.9 -12.7
TOTAL 1767.5 1775.4 8.0 0.5

! Including bills discounted. Comprises credit to private and public sector borrowers.

the private and parastatal sectors during the adding Lm55.5 million, or 5.1%, during the quarter
March quarter. As Table 6.4 shows, credit reviewed. Although this rise was smaller than
increased by Lm8 million, or 0.5%, which was on a that recorded during the previous quarter, the net
par with the rise recorded during the previous foreign assets’ annual growth rate accelerated
guarter. The increase, which resulted entirely sharply, rising to 32.3% in March from 12.2% three
from the interest charges referred to earlier, was months’ earlier.

therefore spread across most categories of

borrower. However, the reclassification of part of The Central Bank’s net foreign assets gained a
one bank’s loan portfolio also had an impact on further Lm22.6 million, or 3%, during the quarter
reported credit developments. In fact, as the

Table also shows, credit to the “all other” cuares

category dropped by Lm22.9 million, while T ===

lending to the wholesale and retail trades andto «
the personal sector rose by Lm13.6 million and
Lm11.7 million, respectively. The energy and
water sector repaid bank borrowings, while credit z =
to the manufacturing sector and to the &
construction industry picked up.

The net foreign assets of the banking system
continued to expand, driving monetary growth.

As can be seen in Table 6.3, the net foreign asset: eri iz Qi Qr4 QrioQr2 Q3 Qe ond
increased for the fourth consecutive quarter, Tou — Centra Bark —sarks
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reviewed. They rose in January and February, The Money Market
mainly through purchases of foreign exchange The banking system continued to be

from the rest of the banking system, but lost some
ground in March as a result of sales of foreign
exchange in connection with swap transacfions
As Chart 6.3 shows, the annual rate of growth of
the Bank’s net foreign assets continued to
accelerate, rising by nearly six percentage points
to end the quarter at 24.6%.

Meanwhile, the net foreign assets of the rest of
the banking system increased for the second
successive quarter, going up by Lm32.9 million.

However, the rapid acceleration in their annual

rate of growth, which can be clearly seen in Chart
6.3, was primarily the result of a base effect, since
the net foreign assets of the international banks

characterised by excess short-term liquidity
throughout the March quarter. In response, the
Central Bank used regular auctions of term
deposits to absorb funds temporarily from the
banks and keep short-term interest rates in line
with the monetary policy stance. In aggregate, the
Bank absorbed Lm455.8 million through term
deposit auctions, compared with Lm72.5 million
during the previous quarter. Moreover, in
contrast with the previous quarter when the Bank
had injected liquidity through reverse repos, no
auctions of reverse repos were held during the
quarter reviewetd The rate of interest paid on
term deposits fell after the cut in official interest

had dropped sharply during the first quarter of rates in January, shedding 27 basis points to end

2001. The deposit money banks’ net foreign

March at 3.95%.

assets increased by Lm36.8 million, accounting for

the entire expansion during the quarter reviewe

d. With the banking system generally flush with

After contracting in January, reflecting sales of liquidity, demand for loans in the interbank market
foreign exchange to the Central Bank, the deposit

money banks’ net foreign assets recovered in

February and March, partly due to the increase in e warcer IneresT RATES

residents’ foreign currency deposits referred to
earlier. Conversely, the international banks’ net
foreign assets dropped by Lm3.8 million.

Following three consecutive quarterly increases,
other items (net) contracted by Lm7.3 million, or
1.1%, during the quarter reviewed The drop

reflected the transfer of Central Bank profits to
the Government and a reduction in the other

Chart 6.4

(end of month)

percent

domestic liabilities of the deposit money banks, DEMAMI JASONDIFMAMI IASOND I F N
which together outweighed a fall in accrued
— Discount rate CBMterm deposit —7-day inter-bank lending = 3-month Treasury bill

interest receivable.

2
3

In these swaps, the Central Bank sold foreign exchange and simultaneously agreed to buy it back at a later date.

Other items (net) consist of the non-monetary liabilities of the banking system, such as debt securities issued and accrued
interest payable, together with capital and reserves, less the banking system’s other assets, including fixed assets anc
accrued interest receivable.

In April the Central Bank changed the terminology it uses to describe its open market operations to align itself with
international best practice. Whereas until then an open market operation aimed at injecting funds had been termed a
repo, the Bank now refers to such an operation as a reverse repo. In a reverse repo, therefore, the Bank injects funds
against the purchase of a security. The transaction is reversed on an agreed date, when the other party buys the securit
back again at an agreed price.
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was low. As a result, the value of interbank oS  ovELDs

loans dropped to Lm7.6 million during the  ewomm

quarter, barely a tenth of the turnover recorded ™ 777 7TrTTTTTmmmesommossosm o
during the previous quarter. Interest rates in
this market also fell in line with official rates, with
the one-week rate on interbank loans dropping
from 4.25% in December to 3.97% three

months later.

percent

With the Government relying almost exclusively

on short-term debt issues to finance the fiscal w———m7—+-
deficit during the quarter, Treasury bills issued PR L T R e
amounted to Lm178.8 million, compared with e

Lm2141 million during the previous quarter. Bills

were issued with terms to maturity ranging The Capital Market

between one month and a year, although three-
month bills predominated. As in the previous
guarter, banks subscribed to over four-fifths of
the total issued. Excess liquidity in the banking
system translated into excess demand for bills and
primary market yields continued to fall as a result.
As can t.)e seen in Chart 6'4.’ the yieId_ on three-g 7504 The second, worth «10 million, had an
month bills decreased steadily, shedding almOSteight-year term to maturity and offered a coupon

halfoa percentage point to end the quarter at o0 of 6 506, This was sold at a discounted price
4.04%. of «97 per +100.

One firm in the tourism industry raised
approximately Lm8 million in the capital market
through the issue of two bonds in March, one
denominated in Maltese liri and the other in euros.
The first bond, worth Lm4 million, had a ten-year
term to maturity and carried a coupon rate of

Activity in the secondary Treasury bill market 1 rnover in the secondary Government bond
decreased, with turnover dropping from Lm32.2 market dropped sharply during the quarter
million in the previous quarter to Lms.1 million, its - reviewed. The value of stocks traded contracted
lowest level in over a year. Ample liquidity in the by nearly three-quarters to Lm8.9 million, with
banking system implied that banks - which are the deals excluding the Central Bank accounting for
major holders of bills - had no need to sell them in gimost all the activity. Whereas yields on stocks
the secondary market to raise funds and couldwith a five-year term to maturity edged up during
hold them to maturity. Transactions involving the the quarter, reaching 5.56%, yields on medium and
Central Bank accounted for around half the total |ong-term bonds continued to fall, as Chart 6.5
turnover, with the Bank buying and selling Lm2 shows. In fact, yields on ten- and fifteen-year
million and Lm0.6 million worth of bills,  bonds dropped by 25 basis points and 30 basis to
respectively. Secondary Treasury bill market end March at 5.9% and 6.14%, respectively. In
yields fell in line with those in the primary contrast, activity in the market for corporate
market. bonds, including preference shares, held up

5 Yields are calculated on the basis of prices quoted by the Central Bank’s broker.
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Chart6.6 during the March quarter, dropping by just Lm0.1
A million to Lm1.9 million. Bonds issued by credit

institutions accounted for most of the trading by
value. Corporate bond prices generally rose,

leading to a drop in yields.

After having picked up during the previous
quarter, turnover in listed equitfesn the Malta
Stock Exchange dropped from Lm4.5 million to
Lm2.5 million as trading in most listed shares
decreased. The Malta Stock Exchange Share

JFMAMJJASONDJFMAMJJASONDJFM

2000 201 2002 Index, which is shown in Chart 6.6, fell further,
SRS losing 3.7% to end the quarter at 2,118.1.

8 Excluding companies on the Alternative Companies List.
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Chart 7.1

7 i TH E BAN KI N G SYSTEM COMPOSITION OF DEPOSIT MONEY BANKS' LIABILITIES

During the first quarter of 2002, the aggregate
balance sheet of the deposit money banks wmso----rovmemamamamame e
expanded by Lm33 million, or 0.9%, to Lm3,703.2
million, underpinned by a rapid growth in

deposits. As the demand for credit remained
subdued, the banks resorted to alternative  so..ccesesresieoras..- TR
investment channels, adding to their portfolio of FDo5255090000005050505505000050505050000500
domestic securities and to their holdings of term or

Lm millions
e
g

Qrl Q2 Q3 Qr4  Qrnl Q2 Qr3  Qrd4  Qul

deposits with the Central Bank. Compared to the B ot oo s 2002
December quarter, the sector’s profit before tax Clsor=leiis  —0ED

increased, mainly on account of lower provision
charges and in spite of lower net interest income.
Meanwhile, the banks’ liquidity position remained

healthy and their capital base strengthened
further. Deposit Money Banks’ Balance Sheet

Services Centre (MFSC). This came into effect
from January 1, 2002.

An important institutional development during Liabilities
the quarter was the transfer of responsibility for At the end of March 2002, customers’ deposits
the supervision of banking institutions in Malta totalled Lm2,407 million and, as may be seen from

from the Central Bank to the Malta Financial Chart 7.1, remained the deposit money banks’

Table 7.1
DEPOSIT MONEY BANKS' BALANCE SHEET
Lm millions
2001 2002
Mar. June Sept. Dec. Mar.

ASSETS
Cash and deposits with CBM 157.7 145.4 159.8 180.3 208.8
Foreign assets 749.2 737.4 776.6 791.6 779.9
Loans and advances 1,793.0 1,815.8 1,855.9 1,866.4 1,875.5
Local investments 634.6 607.6 664.9 663.0 687.4
Fixed and other assets 124.5 161.7 158.4 168.9 151.6
LIABILITIES
Deposits 2,174.9 2,217.1 2,249.1 2,312.5 2,407.0

Time 1,343.0 1,368.6 1,392.1 1,432.3 1,507.3

Savings 619.3 639.0 639.5 667.3 679.3

Demand 212.6 209.4 217.6 212.9 220.4
Foreign liabilities 417.1 382.6 584.1 599.6 551.2
Other domestic liabilities 690.3 691.2 613.2 566.8 547.8
Capital and reserves 176.7 177.0 169.2 191.2 197.2
AGGREGATE BALANCE SHEET 3,459.0 3,467.8 3,615.6 3,670.2 3,703.2

Central Bank of Malta, Quarterly Review, June 2002



major source of funding, financing 65% of their  cnat72

total assets. Furthermore, as can be seen from o oo oo oo HONEY BRI ASSERS
Table 7.1, deposits recorded exceptional growth of
Lm94.5 million, or 4.1%, during the quarter under
review. Time deposits rose by Lm75 million, or
5.2%, to Lm1,507.3 million, with strong growth
being registered throughout the quarter and with
the greater part of the increase being accounted
for by corporate deposits with a maturity of less
than three months.

Lm millions

.. . . Qr.1 ' Qr.2 i Q.3 ' Qr.4 ) Qr.1 ' Q.2 i} Q.3 ' Q.4 i} Q.1 '
Similarly, savings and demand deposits were up 2000
= Cash and deposits with CBM Foreign assets — Loans and advances

by Lm12 million (5.6%) and Lm7.5 million (3.5%), — Local inestments — Foed and ater assets

respectively, when compared to the end-December )

level, as savers remained wary of more risky banks of interest due to them, the value of the
financial products. Another contributory factor, d€Posit money banks’ loan book, including
however, was the investment registration schemediscounted bills, rose by just Lm9.1 million, or
launched in the latest Budget, which enabled 0.5%, to Lm1,875.5 million durlng_the quarter. _
residents to register previously undeclared funds Hence, the banks used a substantial part of their
held overseas on condition that a fee was paid at"€Wly acquired funds to add to their portfolio of
the time of registration. A lower rate was in force 0cal investments, which put on Lm24.4 million,
in the period prior to March 31. This is likely to with almost the entire increase taking the form

have spurred the repatriation of a substantial ©f @dditional holdings of Treasury bills. The
amount of funds from overseas. deposit money banks, nevertheless, remained

very liquid, and this led to their participating
actively in the Central Bank’s weekly term deposit

quarter stood at Lm551.2 million, down by Lm4g.4 auctions. Consequently, their reserve assets
million, or 8.1%, from the previous quarter’s level, &t the end of March were up by Lm28.5 million,
after a particular bank decided not to renew a ©F 15.8%, from the end-December level, with a
maturing repurchase agreement (repo) involving SUrge in term deposits with the Central Ba_nk being
foreign securities. At the same time, other ONly marginally dampened by a drop in cash

domestic liabilities fell by Lm19 million, in partasa holdings.

result of a reduction in domestic securities sold ) ) )
under repurchase agreements as well as theVi€anwhile, the deposit money banks’ foreign
transfer of the accumulated profits of three banks @SSets fell by Lm11.7 million to Lm779.9 million, as

to their reserve funds following the end of their & decline in their stock of foreign Government
financial year. The latter, in turn, translated into a Ponds and money at call abroad was only partly

Lm6 million increase in the banks’ capital and ©Offset by higher claims on overseas banks and an
reserves. increase in their portfolio of foreign non-

Government securities. At the same time, the
banks’ fixed and other assets fell by Lm17.3
million, mainly reflecting a drop in interest due but
As Chart 7.2 shows, credit expansion remained not yet received, as two banks charged interest
weak during the March quarter of 2002. In fact, receivable in respect of the six-month period to
despite the debiting to loan accounts by some March to their customers’ loan accounts.

The banks’ foreign liabilities at the end of the

Assets
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et 73 rose by 1.3 percentage points to 52.7%, in spite of

BANKS' CAPITAL ADEQUACY RATIO an increase in their short-term liabilities, which
16+ m e e m e e e e e e e e e reflected their additional holdings of Treasury
1) 00 G0 O OB R B e EE a8 0 6EE a0 oanpEAmr bills and deposits with the Central Bank. As can
19 e e e e e e e e be seen from Chart 7.4, the liquidity ratio at this
e e level was well above the mandatory minimum of
g, 30%.
Qs ..........................................

e e e e e e e e e e e e Deposit Money Banks’ Performance
BT Profitability

0

s wd A2 gy A2 i ot The deposit money banks’ profits for the quarter

Capital adequacy ratio — Required capital adequacy ratio

totalled Lm6.2 million, up by Lm1.6 million from
the level for the December quarter of 2001. This
rise in profits resulted from lower provision

Capital adequacy and liquidity charges and operating expenses that

_ compensated for a decline in both net interest and
The quarter under review saw a further ,gn.interest income.

strengthening of the deposit money banks’

capital base. Thus, by the end of March, the The panks’ net interest income fell by Lm2.1
capital adequacy ratio, which is a measure of the mjjjion to Lm17.6 million. As Table 7.2 shows,
banks’ own funds relative to their risk-weighted jnierest receivable was down by Lm4.1 million

assets, rose by 9 basis points to 13.9%. Thiysfrom the previous quarter’s level, primarily on
improvement resulted from a rise in the banks’ 4ccount of a fall in interest on loans - which, in

own funds which more than compensated for a ¢, reflected a drop in the lending rate on
simultaneous increase in their risk-weighted 5q4yances to residents. This decline outweighed
assets. Atthis level, the capital adequacy ratio 4 (e in interest income from term deposits with
remained solidly above the statutory 8% he central Bank, while interest on holdings of
minimum, as Chart 7.3 shows. foreign securities also fell when compared with
the previous quarter. At the same time, in spite of
an increase in interest payable on interbank
borrowing, total interest expenditure also fell, by
Lm2 million, reflecting lower interest rates payable

Meanwhile, the banks’ liquidity ratio, which is the
ratio of liquid assets to net short-term liabilities

Chart 7.4 1 I i
B LIOUIDITY RATIO on savings and time deposits.
o0o00000500000056005500500550050005500300S

Non-interest income during the March quarter
TS -~ =—=—-r=r=ereps

declined by Lm2.3 million when compared to the
)350000000000808080800805080800000530803080 previous quarter, as dividend income declined
and the gains on foreign assets reported in the
December quarter were not repeated. However,
e e e e e the decline in non-interest income was partly
neutralised by a Lm21.9 million decrease in non-
interest expenses, in part due to a seasonal drop in
the wage bill.

Q. 4 Q.1 Q.2 2001 Q.3 Q. 4 Q.1
Liquidity ratio — Required liquidity ratio

Meanwhile, provision charges were Lm4.1 million
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Table 7.2

DEPOSIT MONEY BANKS' INCOME AND EXPENDITURE STATEMENT

Lm millions
2001 2002
Qtr. 1 Otr. 4 Otr. 1

Interest income 49.6 51.2 47.1
Interest expenses 35.2 315 25
Net interest income 14.4 19.7 176
Fees and commissions 2.0 3.0 27
Foreign exchange gains 3.1 34 35
Other non-interest income 0.2 2.3 02
Total non-interest income 53 8.7 64
GROSS INCOME 19.7 28.4 24.0
Wages 8.2 9.1 83
Rent and similar expenses 2.6 35 29
Other 2.9 3.3 28
Operating expenses 13.7 15.9 14.0
Provisions 2.7 7.9 38
PROFITS BEFORE TAX 3.3 4.6 6.2

lower. General provisions on bad and doubtful deposits fell by 43 and 24 basis points,
debts, in particular, were down from the previous respectively, whereas that on time deposits
quarter’s level, as Banking Directive BD/09, issued recorded a smaller drop, of 8 basis points, as the
by the Central Bank in July 2001, had imposed nature of such deposits implies a slower
more rigorous criteria in respect of special adjustment to changes in official rates. As a result
provisioning. This reduced the extent to which the of these developments, the interest rate spread
banks had to provide for the general level of risk narrowed to 2.47%, from 2.54% at end-December.
inherent in their lending portfolio. In addition,

however, provisions on investment securities rose gu.7s

quarter of 2002.

Retail lending and deposit rates

The Central Bank’s decision to lower official 8. Trrrrrrerrrerrr e e
interest rates in January translated into a 22 basis ",
point drop in the weighted-average rate on loans
to residents to 6.3%, with the entire decline
occurring in February, as can be seen from Chart
7.5. At the same time, the weighted average rate °
on deposits fell by 15 basis points, to 3.8%. The
weighted average rate on current and savings

............................................

JFMAMJJASONDJFMAMJJASONDUJFM
2000 2001 2002

— Weighted deposits rate = Weighted lending rate
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Box 3 : INTERNATIONAL BANKING INSTITUTIONS

During the first quarter of 2002, the aggregate aggregate balance sheet were largely induced
balance sheet of the international bahks changes in their foreign liabilities - which, in turn|
contracted slightly, as Chart 1 shows. The were reflected in their portfolio of foreign assets.
sector’s profits, however, grew substantially when
compared to the preceding quarter.

Assets and Liabilities

A sharp drop in the balance sheet value of 0né pg the Table shows, the international bank
international bank was largely offset by growth in  forejgn liabilities fell by Lm67.7 million, or 2.9%, to
that of another. At the same time, another | 2 279.9 million, as a sharp drop in balances dl

international bank, Finansbank (Malta) Ltd, o other banks abroad was only partly offset &
V(_)Iuntarlly surrendered its banking licence. As higher non-resident deposits and other foreig
Finansbank had already downscaled its |igpjlities. In particular, the amounts owed td
operations considerably during the previous year, giner banks abroad fell by Lm304.6 million, of
however, this development had a negligible effect 35.5%, largely reflecting the above-mentione(d
on the sector’s aggregate balance sheet. reduction in the balance sheet value of

particular bank. Non-resident deposits wit

192}

1
International Banking Institutions’ Balance international banks rose by Lm2102.1 million, of
fl

Sheet 14.8%, to Lm794.3 million, with the greater part
the increase taking the form of corporate ti
deposits having a maturity of less than thr
months. At the same time, other foreign liabiliti
totalled Lm932.2 million at the end of March, u
by Lm134.8 million, or 16.9%, from the end
December level, primarily on account of a
increase in funds borrowed by one bank from i
parent and a rise in foreign securities sold unde
Chart 1 repurchase agreements.

DEVELOPMENTS IN THE INTERNATIONAL
BANKING INSTITUTIONS' BALANCE SHEET

3600 « = = = m e e m m e m e emeeeeeeeannn 100 Resident deposits with international bankin
institutions were up by Lm2.4 million, with almos
the entire increase taking the form of high
savings deposits. Meanwhile, other domestj
liabilities, boosted by the banks’ profits for th
first quarter, surged to Lm19.8 million. In contrast
the banks’ capital and reserves fell by Lm7.
million, in part reflecting the drop in their paid-ug
capital following the termination of operations by
the international bank referred to above
I Foreign assets (left scale) [ Foreign liabilities —=— Balance sheet growth rate (right scale) However' a drOp in the banks’ reserve fUndS wa

As can be seen from Table 1, the aggregate
balance sheet of the international banking sector
contracted by Lm57.7 million, or 2.2%, to
Lm2,583.8 million during the March quarter. In line
with the regulations governing these banks’
operations in Malta, developments in their

2,700 = =

1,800 = =

Lm millions

Q
3
3

Fay

1 The international banking sector consists of locally-based banks that carry out business almost exclusively wi
residents and in currencies other than the Maltese lira.

n

O

n non-

-/
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N
Table 1
INTERNATIONAL BANKING INSTITUTIONS' BALANCE SHEET
Lm millions
2001 2002
Mar. June Sep Dec Mar.
ASSETS
Cash and money at call 24 2.1 15 14 14
Foreign assets 2,281.1 2,0069 17978 24841 24125
Foreign securities 1,222.1 787.1 656.7 1,006.6 8591
Loans and advances to non-residents 787.2 799.9 850.6 11958 1,084.1
Other foreign assets 271.8 419.8 205 2817 469.3
Loans to residents 7.7 73 70 59 65
Local investments 273.7 2783 1416 1371 14.7
Other assets 11.9 17.4 133 130 87
LIABILITIES
Foreign liabilities 2,376.8 20215 16822 23476 22799
Balances due to other banks abroad 1,000.0 807.8 6211 8580 5534
Non-resident deposits 756.4 750.5 596.6 6922 743
Other foreign liabilities 620.5 463.2 464.5 7974 9.2
Resident deposits 329 34 7 8 B2
Other domestic liabilities (32.1) 6.7 14 45 198
Capital and reserves 199.1 250.4 2451 265 2489
AGGREGATE BALANCE SHEET 2,576.7 23120 1913 26415 25838

also noted. This reflected the lower profits, and Meanwhile, a rise in the deposits of ar
hence the lower retained earnings, reported ininternational banking subsidiary of a domesti
2001. credit institution with its parent contributed to a

Lm217.6 million increase in the sector’s loca

CJ

The banks’ foreign assets at the end of March investments. Loans to residents edged up tp

amounted to Lm2,412.5 million, down by Lm71.6 Lmé6.5 million, while a reduction in time deposits
million, or 2.9%, from the end-December level. with credit institutions operating in Malta led to &
Investments in foreign securities fell by Lm147.5 | m4.3 million drop in the international banks’
million, with a drop in holdings of Treasury bills other domestic assets.

and non-Government securities being only partly
offset by a rise in Government long-term debt L
instruments. A drop of Lm111.7 million in loans Profitability
and advances to non-residents was also reportedThe international banking sector’s profit for the
with the entire fall being attributable to the three-month period ending March 2002 totalled
transactions of a single bank. In contrast, other Lm210.7 million, approximately Lm5.2 million more
foreign assets rose by Lm187.6 million, largely due than in the December quarter, as Table 2 show
to an increase in balances held with other This contrasted sharply with the Lm80.4 million
correspondent banks abroad. loss reported in the first quarter last year, when,

)

2 The following profitability analysis does not cover the performance of the three international banks that are licg
in terms of the Malta Financial Services Act, 1988.

-/
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Table 2

INTERNATIONAL BANKING INSTITUTIONS' INCOME AND EXPENDITURE
STATEMENT *

Lm millions
2001 2002
Qtr. 1 Qtr. 4 Qtr.[1

Interest income 54.3 41.6 55.9
Interest expenses 87.8 27.2 42.(
Net interest income -33.5 14.4 13.9
Non-interest income -38.7 8.8 4.0
Non-interest expense 8.2 17.6 7.1
Provisions 0.1 0.1 0.1
PROFIT BEFORE TAX -80.4 5.5 10.7

! Excludes banks gistered under Malta Financial Services Centre Act, 1988

a result of the financial crisis in Turkey, two time, interest expenditure rose by Lm14.8 million;
Turkish international banks had incurred with almost the entire increase resulting from th

-
D

w

exceptionally large losses on foreign exchange above-mentioned rise in corporate time deposits.

transactions. The increase in the sector’s profits
resulted entirely from a drop in non-interest The international banks non-interest income fel
expenses. by Lm4.8 million, as gains on foreign instruments
were substantially lower and fees from trading

I

5

Gross interest receivable rose by Lm14.3 million to investments were less than those recorded in
Lm55.9 million, primarily due to higher interest December quarter. Nevertheless, these losse
income on the banks’ holdings of foreign income were offset by a Lm10.5 million drop ir

Government debt securities, although a rise in non-interest expenses, reflecting a sharp dropj jn

[e}]

interest earnings on balances due from bankingfees and commissions payable by a particul
institutions abroad also contributed. At the same bank.
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PROSPECTS FOR THE MALTESE ECONOMY IN A GLOBAL CONTEXT *

Mr Michael C Bonello
Governor of the Central Bank of Malta

The events of the past year testify most slowdown and looser monetary policy in the
eloquently to the potential for fragility and industrial countries would trigger capital flows to
volatility inherent in a globalised economy. It was emerging markets has not been fulfilled. On the
a year in which not only did the business cycle contrary, increased risk aversion and liquidity
return with a vengeance, but also one in which the preference have resulted in a flight to safety,
largest economies and many emerging ones lostadding strength to the dollar, while foreign direct
momentum at the same time. The collapse of theinvestment flows fell heavily from the previous
high-technology boom in the United States year’s level.

tipped the world’s largest economy into recession;

at the same time, the belief that the euro areaThese fundamental realities of today’s globalized
would be largely unaffected by the slowdown in economy bear clear implications for policymakers
the United States proved unfounded. These everywhere, especially for those in small, open
developments also upset the tentative recoveryeconomies. For Malta in particular, the events of
that had begun in Japan, sending that economythe past year are a sobering reminder of the
back into recession. economy’s structural characteristics.

Developing countries very quickly felt the impact For a start, the Maltese economy is very small
of the slowdown in the major industrial countries, indeed, with a population of 380,000 and a labour
and their overall growth rate more than halved to force of 140,000. Its GDP is around 4.3 billion
about 2 per cent. As expected, Malta has not beereuros, about 0.04 per cent of that of the EU. It is
immune to this trend. Indeed, in today’s also highly open, with imports, exports and gross
increasingly interdependent world, emerging capital flows each equivalent to around 100 per
economies are inevitably more vulnerable than in cent of GDP. Productive activities are centred on
the past to disturbances emanating from abroad.tourism and manufacturing, each of which
Integrated markets, whether for goods or capital, accounts for roughly a quarter of GDP, and are
have proved to be efficient channels for the mainly export-oriented. The manufacturing sector
transmission of such disturbances. is dominated by producers of semiconductors.
The rest of the economy is domestically-oriented,
In the field of commerce, the volume of world including a public sector that accounts for
trade was virtually stagnant in 2001. Export roughly a further quarter of GDP.
volumes of developing countries rose by less
than 1 per cent, and the harmful effect of shrinking Malta is also an advanced applicant country for
markets was often compounded by lower prices. membership of the EU, its main trading partner. By
and large the country has already converged to
Finance has been another effective channel ofEU standards from a nominal perspective.
transmission. The expectation that economic As for real convergence, however, its per capita

1 This paper was given at the Central Bank of Malta Seminafiantd Economic Prospects and Financial Stabilitgid
on April 12, 2002.
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income at purchasing power parities is only conditioned as it is by the dominant electronics
around 56% of the EU average. Malta thus faces sector, which experienced a contraction.
the challenge of bridging the resulting income
gap through a process of accelerated Looking ahead, it is to be expected that the
restructuring and modernization. transmission mechanisms which magnified the
collapse of stock markets in early 2001 will be
This challenge is compounded by a number of equally efficient at radiating positive impulses
important considerations. Foremost is the fact thatthroughout the global economy when these
the economy’s openness renders it highly occur. Thus, though there are as yet only
dependent on exports for its livelihood and on tentative signs of an incipient recovery,
imports to satisfy most of its needs. This implies the premises do exist for an upturn in the cycle
that Malta’s future development and its later this year. There has been a widespread
convergence to the output and income levels of easing of monetary policy, a protracted period of
the EU depend crucially on success in generatinglow oil prices, fiscal loosening in some countries
export-led growth. and a strong correction in inventory levels.
Moreover, inflation is generally under control so
A second critical characteristic is the economy’s that interest rates should remain low for the
small size and dependence on a few market nichesforeseeable future.
This means that inefficiencies in even one sector
could impose a relatively heavy burden on the Some doubts do, however, remain as to the
economy, especially when the major foreign strength and sustainability of the recovery, since it
exchange earners, such as the electronics andeems unlikely that domestic demand in Europe
tourism sectors, are particularly vulnerable to will be strong enough to permit our continent to
external shocks. take the lead from the United States in propelling
the world economy back to faster growth. An
Yet another relevant feature is the dualistic nature orderly transition to a world where all the leading
of the economy, with one productive sector fully economies are pulling forcefully in the same
exposed to international competition and another direction is further complicated by the uncertainty
that is largely sheltered through protectionist generated by exchange rate misalignments and by
measures, public sector intervention or large and persistent trade imbalances.
monopolistic arrangements. Such activities may
prove more stable in the face of exogenous These prospects, however mixed, do nevertheless
shocks, but they also tend to be less flexible andhave the potential to impact favourably on Malta’s
less dynamic, hampering the economy'’s efforts to economy in 2002, aided by further investment
become more competitive and converge to expenditure on capital projects. The attendant
international benchmarks. increase in exports coupled with continued fiscal
consolidation is likely to have a positive impact
These intrinsic sources of vulnerability were on the external account. Inflation should decline
rudely exposed by last year’s hostile external as the effect of last year’s shock to food prices
environment. The economy experienced a sharpbegins to dissipate.
deceleration, such that real GDP contracted by 1
per cent, under the impact of a marked drop in This cautiously optimistic outlook is, however,
exports, after having expanded by 5 per cent in subject to an important caveat. For past
2000. Although a number of exporting sectors experience has shown that the global recovery
made a positive contribution to growth, this was underpinning it may prove to be a selective
insufficient to raise the aggregate performance, phenomenon, so that some countries will benefit
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relatively more than others. And those which The beneficial effects of fiscal consolidation are
benefit most are likely to be those best able to now well understood following the experience of
take maximum advantage of evolving market the 1990s. A narrowing of the fiscal deficit
conditions. Attempting to sit out the downturn increases the availability of resources to the
with the minimum of change, on the other hand, is private sector, alleviates upward pressures on
likely to prove as short-sighted as it is costly in domestic interest rates, improves the country’s
terms of output foregone and jobs lost. Decisive credit rating and assists in the process of
action must, therefore, be taken to strengthen theconvergence.
productive capacity of the Maltese economy. This
not only to benefit from the expected recovery, but Exchange rate stability and maintaining interest
more importantly as a premise for raising the rates at the lowest level compatible with price
economy’s long-run output growth rate. stability are other necessary, albeit not sufficient,
conditions to promote investment and export
Which brings us to perhaps the overarching competitiveness. Experience has shown that the
challenge that the economy faces in the pursuit of fixed exchange rate regime does indeed help to
its long-run development goals. One obvious avoid volatility in domestic production costs. On
objective is convergence with EU per capita the other hand, the sustainability of the Maltese
income levels. The major benefit of EU lira’s peg to the trade-weighted currency basket
membership would be to facilitate this very depends crucially upon the level of the external
process. On the other hand, membership couldreserves, which in turn is determined by the
also entail significant costs - mainly in terms of overall balance of payments performance. In spite
policy inconsistency - should Malta fail to of the weaker foreign demand last year, the
converge to the economic activity levels of its external reserves of the Central Bank increased by
main trading partners. almost a fifth to a level equivalent to over six
months of imports. This strengthening of the
If the Maltese economy continues to grow at 4 reserve position against a background of easier
per cent - the average rate of the past five years -monetary conditions abroad permitted the Bank
convergence could take decades to achieve. Thigo lower its official interest rates on two
is clearly insufficient. Moreover, to the extent that occasions. The underlying current account deficit
recent growth was underpinned by fiscal must nevertheless be addressed if the currency
expansion, the challenge ahead must be not onlypeg is to be sustainable over the long-term. To the
to achieve a consistently higher growth rate, but extent that this factor impinges upon the country
also to further pursue macroeconomic balance.risk perceptions of investors, it would otherwise
For this reason, a sustained higher growth rateimply the need for relatively high interest rates in
cannot be based on increases in private andMalta compared to those of our main trading
public consumption, but can only materialise as a partners, which would dent competitiveness
result of higher investment and exports. through a higher cost of finance.

Economic policy must, therefore, focus more than Macroeconomic and financial stability are indeed
ever on enhancing Malta’s attractiveness as annecessary conditions for raising the underlying
investment location. This requires a wide-ranging rate of growth, but they must be complemented
effort, including a further consolidation of the by a more market-oriented approach in the
fiscal balance; the preservation of financial and operation of the goods, labour and capital
exchange rate stability; and the implementation of markets. Competition is the best means available
structural reforms, with a particular emphasis on to achieve the flexibility and dynamism necessary
greater supply-side flexibility. for success in today’s global marketplace.
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There is also, however, a role for proactive policies It must be similarly understood that continuous
aimed at improving the availability and efficiency improvements in wage levels and in employment
of resources within the public and private conditions cannot be sustained at all times
sectors, at securing the best possible access tarrespective of economic realities. In today’s
target export markets and for the attraction global environment there is a fine balance
of foreign direct investment, including through between success and failure in competing for
privatisation. export orders. Wage moderation is more than ever
necessary not just to protect existing employment
The recent Business Promotion Act and the Draft levels, but also for the creation of new jobs in the
Industrial Policy document contain a number of years ahead. Above all, the achievement of
worthy initiatives in this respect. It would, efficiency gains, through the adoption of modern
however, be useful to complement these initiatives technology and more flexible working practices as
by a more holistic approach to enhancing the well as through the upgrading and reallocation of
country’s competitiveness. Through the labour, represents the best guarantee for
appropriate measurement of direct and indirect sustainable improvements in national living
production costs, it should be possible to identify standards. This, therefore, should be the ultimate
both the principal obstacles which stand in the collective aim of the social partners in conducting
way of more cost-efficient production as well as industrial relations.
effective solutions. This attempt to measure the
country’s competitiveness could be undertaken Structural reform is clearly not painless because it
under the auspices of the Malta Council for implies that initially there will be both winners and
Economic and Social Development. losers. It is therefore a major challenge. But it
cannot for that matter be wished away. It need
A more market-oriented approach in the goods and should not be, for experience elsewhere
market implies the elimination of remaining suggests that it can be overcome. For a start, the
monopolistic practices that lead to inferior more efficient, market-oriented economy open to
products at higher cost. Waste in the form of the change and innovation which is the object of the
public provision of goods and services at zero required reforms will in time generate the wealth
cost to the user should also to be tackled. Thenecessary for the creation of new jobs and the
time has come to redefine the concept of need andfulfilment of rising expectations. And as for
to reschedule social priorities, because it is clearany resulting short-term dislocations, particularly
that the country can no longer afford to provide in the labour market, it should not prove beyond
such a wide range of goods and services for freethe means of the country, with its extensive social
to all, irrespective of income levels. safety net and with the goodwill of all the social
partners, to minimise and share equitably the
In the labour market, the need to remain costs of reform. The task is to reconcile what
internationally competitive dictates that wage may be considered politically and socially
levels should move in line with productivity. This desirable with what is financially affordable. And
maxim is currently undermined by the practice of in this regard it is clear that what the country can
linking adjustments in wage levels automatically afford will ultimately be determined by its ability
to movements in the retail price index. It should be to compete successfully for export markets. This
clear that wage increases not matched by will be true even if the global recovery proves
productivity gains tend to reduce cost stronger than expected. For this reason, a rising
competitiveness and put jobs at risk. tide will not necessarily lift all boats.
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PROMOTING FINANCIAL STABILITY: THE ROLE OF CENTRAL BANKS  *

Professor Dr Age F P Bakker,
Deputy Executive Director of De Nederlandsche Bank

Introduction The Nexus between Price Stability and Financial
While central banks have had increasing successStability
in safeguarding monetary stability, their concerns Most policy makers will be more familiar with the
about financial stability have risen together with concept of price stability than with financial
the growing systemic dimensions of financial stability. The concept of price stability is relatively
crises. This has inspired a growing debate on theeasily defined. For the United States, Chairman
role that central banks have to play in promoting Greenspan has defined price stability as a rate of
financial stability. Although striving for price  price change sufficiently low that anticipated
stability and financial stability usually would changes in the general price level are not
require complementary and reinforcing policies, significant for economic and financial planning,
nonetheless the two targets may occasionally bej.e. inflationary expectations should not
in conflict with each other. Therefore, targeting significantly influence economic behaviour.
both stability goals at the same time can be Though elegantly phrased, the concept lacks a
challenging to policymakers. In this article I will  precise quantification. The European Central
focus on the role central banks have to play in this Bank has adopted such a quantified definition, by
respect, the policy instruments available to them stipulating that price stability implies an annual
and the interaction between these instruments. rise of the consumer price index of less than 2% in
the medium term. Many other countries have
Focusing central bank policy on financial stability adopted inflation targeting strategies where
does not imply that the occurrence of financial annual targets or target ranges for consumer price
cycles can be avoided altogether. Influencing the increases are aimed at, which, however, may
amplitude and volatility of asset price swings in change over time. Apparently, whereas price
most circumstances is beyond the reach of stability nowadays is accepted as the primary
policymakers. Nonetheless, central banks, objective for most central banks, in practice
together with supervisory authorities, can central banks have considered it prudent to
contribute to mitigate the impact of financial maintain some room to manoeuvre. This not only
cycles on the real economy. Within the euro area, acknowledges the long time lags involved in
national central banks have a specific role in monetary policy making and external influences
pursuing financial stability in their own country as on inflation, but also the need to be able to
monetary stability is now maintained for the area respond to special circumstances, including
as a whole, implying that national inflationary possibly to financial stability issues.
divergences may remain. This may have important
implications for countries aiming to join the Defining financial stability is more difficult. In a
European Union. broad sense, financial stability may be considered

1 This paper was given at the Central Bank of Malta Seminaiaitd Economic Prospects and Financial Stabilitgid
on April 12, 2002.
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as a situation in which the financial sector is able credit-takers in the face of expectations of
to mobilise savings and allocate funds efficiently substantial further asset price gains. Neither are
and to absorb shocks without major damage to banks deterred from providing credit since ample
the real economy or other parts of the financial collateral is provided. Housing price booms in a
system. Financial stability can be distinguished in number of countries, including the United
the concepts of micro stability, which involves the Kingdom and the Netherlands, have for instance
health of individual financial institutions, and stimulated a rise in home equity loans based on
macro stability, which focuses on the health of the the increased surplus value of houses, spilling
financial system as a whole, including the over into additional consumption and inflationary
interrelationship between financial institutions, pressures. Raising interest rates could only
payment and settlement systems and financial partially stop this cycle.
markets. Therefore, the concept of financial
stability can be a deceptive one, and sometimesSo how do these objectives of price stability and
an elusive one. Banks, for example, may seeminglyfinancial stability fit together? One of the
perform their intermediary functions adequately, important lessons of the seventies and eighties
but their balance structure can be fundamentally has been that price stability contributes to
weak at the same time. In such circumstances, thefinancial stability. Low and stable inflation rates
financial system may be vulnerable to shocks, reduce uncertainty about future economic
such as sudden changes in interest rates odevelopments and promote sound economic
exchange rates. Of course, failures in payment anddecisions. Moreover, price stability reduces the
settlement systems may amplify any such shocks.likelihood of sharp interest rate hikes. Thus, price
stability creates a favourable and predictable
The costs of financial instability can be high. The environment for banks and other financial market
IMF has estimated that the direct costs of banking participants to operate in, contributing to
crises have amounted to more than 10% of GDP infinancial stability. The converse is also true:
over a dozen countries in the past fifteen years.financial stability contributes to price stability.
Apart from this cost aspect, financial instability This is the case when sustainable asset price
may undermine the effectiveness of monetary levels and balanced credit growth help to prevent
policy. This applies especially when financial inflationary wealth effects. Financial stability is an
instability stems from the composition of banks” important condition to prevent deflation as well.
balance sheets and gives rise to a credit crunch oAgain, the current Japanese situation comes to
a credit boom. In the former case, banks are nomind, where price deflation has its roots in the
longer willing to lend. This blocks the bank earlier collapse of stock and property prices.
lending channel, making monetary policy less
effective. Japan is a good example in this respect:However, the issue is more complex. Indeed, the
plummeting asset prices and rising non- nineties taught us that price stability is necessary,
performing loans have undermined the solvency but not sufficient to safeguard financial stability.
position of banks, making them unwilling to lend. In the run up to the Asian crisis, large imbalances
The reduction of interest rates, close to zero were built up in the real estate and other asset
percent, could not reopen the bank lending markets in Southeast Asia, although inflation was
channel. In the case of a credit boom, which feedsrelatively low. This showed that confidence, based
itself on rising asset prices and on the on sound economic performance (strong growth,
consequent increased availability of collateral, the low inflation), tends to drive up credit and asset
interest channel may become less effective. In anprices. Here we are at the heart of the potential
upward financial cycle, increasing the costs of conflict between price stability and financial
credit by raising interest rates may not deter stability. A credible central bank may create low
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inflationary expectations, reducing firms” costs endowed with the means to mitigate the negative
and uncertainty. As a result, profits accelerate, asimpact in the unhoped-for event of a financial
do stock prices. However, at the same time, crisis. One of these, of course, is the lender of last
financial imbalances may build up, but they can be resort instrument. Traditionally, this instrument is
hidden by the good performance of the economy. available to support individual institutions, for
two reasons. In the first place, the mere presence
The Role of Central Banks qf a Ier_1de_r of _Ias'F resort safeguards confidence in
) financial institutions. In the second place, the
Does this mean that central banks are not able toahder of last resort can support financial
deliver both stable prices and financial stability jystitutions that face liquidity problems. This last

simultaneously? Or, to put the question fynction requires that the central bank can
differently, is the main central bank instrument, the jstinguish between solvency and liquidity

short-term interest rate, not enough to reach two prgplems. For this, comprehensive and timely

policy targets at the same time? Actually, besides jnformation from the supervisory authority is
the use of the interest rate, central banks canegsential. Besides the traditional lender of last

support financial stability in a number of other (ggort liquidity provision to individual

ways. Let me identify three ways in which the jnstitutions, liquidity injections may be given to
central bank in my view should be involved in  the financial system in general. This function has
financial Stablllty These involve the identification become more important because of the
of vulnerabilities in the financial system,; the increasing|y Systemic dimensions of financial
analysis of the transmission of shocks in the tensions. Hence, liquidity injections by central
financial system; and the implementation of hanks are sometimes required to ensure the
policies to make the financial system shock smooth functioning of payment Systems and
resistant. financial markets.

As far as the identification of potential |n addition to the lender of last resort instrument,
vulnerabilities is concerned, the central bank central banks in most countries have several other
should not only be aware of potential problems at instruments at their disposal to underpin financial
individual financial institutions, but also stability. Of these, the organisation of a deposit
continuously monitor macroeconomic risks, insurance system is important to safeguard
tensions in the financial markets and disruptions confidence in the financial system. By (partially)
in payment and settlement systems with a view to guaranteeing bank accounts, the risk of bank runs
their possible impact on financial stability. As far is reduced. Equally important for financial
as the analysis of the transmission of financial stability are supervisory rules and regulation
shocks is concerned, important issues are theimposed on financial institutions. Although
channels of contagion, the influence of central banks are not always responsible for
insufficient information on expectations and the supervision, they are often involved in designing
behaviour of financial market participants. From or advising on the regulation. Finally, yet
this analysis, policies can be developed which importantly, overseeing payment and settlement
make the financial system better equipped to systems is a key element in the financial stability
absorb shocks. Such policies will involve public policy of central banks. Mutual credit and liquidity
disclosure rules, transparency standards,risks have been reduced significantly by the
supervisory rules and the development of real timeimplementation of real time gross payment
gross payment systems and the like. systems for large-value transactions.

Furthermore, the central bank by its nature is Some examples from the US experience may
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illustrate the use of central bank instruments in In the Dutch central bank model the supervision
relationship to the maintenance of financial of individual banks and the oversight of the
stability. Going back to the mid-eighties, the payment and settlement systems is combined
Savings and Loans crisis was primarily resolved within one institution. In view of the increased
by a restructuring of the sector and other reforms, importance of financial conglomerates, combining
but monetary easing played a role as well. The banking and insurance activities, in the
stock market crash of 1987, when the Dow JonesNetherlands the mandate has been broadened.
fell more than 22%, was addressed by a Recently, a far-reaching cooperation between the
declaration that the Fed stood ready to supportcentral bank and the insurance supervisor,
the financial system through the provision of including cross appointments of board members,
liquidity, as well as by monetary easing through has been implemented. Of course, this
reduction in of the Fed funds rate. Later, strains in institutional set-up of prudential supervision and
the financial system following the Asian crisis, the oversight is not decisive for marrying financial
Russian default and the collapse of LTCM in 1998 stability and price stability. Nevertheless, it has
were followed by several US interest rate cuts asseveral advantages. The combined monetary
well. During 1999, monetary conditions were policy and supervisory functions within
further eased around Y2K. Of course, in all these the central bank contribute to an easier exchange
instances the leeway for monetary easing wasof information, often necessary in crisis
circumscribed by monetary stability situations.

considerations. With firsthand knowledge of the

financial sector, the Fed was well placed to Admittedly, the preferred institutional model
consider the trade-off between monetary and depends on country-specific circumstances.
financial stability issues. The terrorist attacks of Three set-ups can be distinguished. First, the
11 September 2001 provide the latest example ofcentral bank may only play a limited role in
large liquidity injections by the Fed in support of supervision, like the Bank of England. In this
the functioning of the financial system. The model, efficiency gains can be realised by
European Central Bank (ECB) provided no less integrating supervisors from different sectors,
than +110 billion to support the liquidity of though it makes high demands on co-ordination
commercial banks as well. Several days later, theand co-operation between monetary and
Fed and the ECB cut interest rates by 50 basissupervisory authorities. The Bank of England has
points. This was a display of complementary addressed thisiter alia by creating a special
interaction between monetary and financial Financial Stability Wing in its organisational set-

stability instruments to pre-empt a systemic crisis. UP- Second, the central bank may be closely
involved in supervisory activities, such as

auditing, in co-operation with an independent
The Dutch Central Bank Model regulatory prudential authority. The German
How instruments can be applied in a consistent situation provides an example of this. Third, the
fashion will depend on the institutional central bank may be responsible for the
framework. For instance in the Netherlands the supervision of financial institutions. This last
guardianship of both financial stability and price  model has clear advantages for countries with big
stability is concentrated within one institution, and complex financial institutions, where
the central bank. The Dutch approach differs for supervision issues rapidly take on systemic
instance from the UK approach, where the dimensions. This is the case in the Netherlands
responsibility for banking supervision has been with its highly concentrated financial sector.
delegated to a separate supervisory agency, théetailed knowledge from the supervisory arm of
FSA. the central bank on a commercial bank’s activities
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and exposures can then be crucial to respondasset markets, it is unlikely that the central bank
adequately and swiftly. can determine the right level of asset prices better
than the market. Therefore most central banks,
including the European Central Bank, take asset

. ) o prices into account only as information variables
However well financial stability is safeguarded, for future trends in growth and inflation.

the occurrence of financial cycles cannot be

avoided. Actually, there is evidence that the The European Central Bank bases its monetary
number of booms and busts has risen over thepglicy decisions on euro area-wide developments.
last decades. Long-term analyses show that theTherefore, as long as financial institutions within

frequency of crises doubled in the period 1973- the euro area still have a national character, the
1998, compared to 1945-1973. The establishmentresponsibility for financial stability at the national

of the Basle Committee in 1974 and the |eye| has to be carried by the national central
implementation of the Capital Accord in 1988 panks and the supervisory authorities in the
could not prevent this. Several severe financial participating countries. They have an essential
cycles have occurred in the nineties. While rgle in mitigating the impact of financial cycles on

economies have stabilised in terms of inflation the real economy, because in a monetary union

and GDP growth, financial cycles have become the interest rate and the exchange rate can no
more pronounced. Statistical measures show that|0nger be used to support financial stability in
volatility in foreign exchange markets, as well as in national economies. To this end, the revised
major stock markets, has risen since the mid- putch Banking Law of 1998 explicitly states that
nineties. Co-movements of market prices, the central bank contributes to the maintenance
including stock market prices, have risen as well. of the stability of the financial system. Since this
Hence, financial cycles are not only more task is increasingly important, the Dutch central
pronounced than before, but also more pank presents itself as a financial stability
synchronised internationally. This greater authority, next to a monetary authority. The
interdependence of markets implies a greater financial stability role is given shape by the Dutch
potential for contagion. Although it is true that central bank’s combined tasks of supervisor of
we live in an era of increased economic stability, the banking (and insurance) system and of
this does not mean that financial cycles do not overseer responsible for the good functioning of
pose a threat to growth and price stability. In fact, payment and settlement systems.
the much higher capitalisation of asset markets,
the rising disintermediation of corporate financing Mitigating the impact of financial cycles requires a
and the increased house and stock ownership ofchanging focus of supervision. Traditionally,
households — although in themselves welcome -prudential supervision is designed to work
have made economies more prone to financial bottom-up, focusing on individual financial
cycles. In these circumstances, should assetinstitutions. However, to serve the stability of the
prices themselves not be an objective of monetaryfinancial system, supervision should also have a
policy making? top-down point of view. In a co-ordinating group
on financial stability all departments within the
The inclusion of asset prices in the monetary central bank that deal with financial stability
policy strategy is problematic. A major obstacle is issues contribute in identifying risks and
the right assessment of sustainable asset pricevulnerabilities with a view to focusing supervision
levels. While central banks may point to risks in on systemic risks.

Financial Cycles
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Conclusion euro area as a whole in order to mitigate the
impact of financial cycles. Its swift reaction after

Price stability and financial stability generall
. y Uiy generatly the 11 September events shows the Eurosystem
contribute to each other. Occasionally frictions .

. . . . is up to the job. At the national level, central
may arise, often on the back of virulent financial : . .
: . banks which have responsibility for prudential
cycles. This poses a challenge for national

i K il in the E ‘ h bank supervision and the oversight of payment
policymakers, especially in the EUrosystem, Wnere 5,4 settlement systems are well placed to act as
monetary policy is set for the euro area-wide

X X guardians for financial stability at home.
economy. Neither the interest rate nor the \aintaining price stability and financial stability
exchange rate is available to support national i, other countries requires close co-operation and
financial stability any longer. Therefore, central ¢g-grdination between central banks and
banks in the euro area increasingly act as sypervisory authorities. Such challenges in the
guardians of financial stability. The Eurosystem, field of financial stability will become all the more
while focusing on monetary stability, will have to  pressing for countries aiming to join the European
take into account financial stability issues for the Union and, eventually, EMU.
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NEWS NOTES

Government Stock Issues sale to the public Lm3 million worth of bonds with

On May 24, through Legal Notice 118 of 2002, the acoupon of 8% maturing in 2012. The bo_nds had
Government announced the issue of Lm10 million & nominal value of Lm100 each and were issued at

worth of 5.6% MGS 2007 (Ill) Fungibility Issue. P2!- AS they were oversubscribed, the company
The stock was issued at a premium of 0.5% for exercised its over-allotment option and increased

amounts not exceeding Lm20,000 and by auction':he |5fue by another Ltrrr]13 mlltl_lon tto Lm6 mlllt'ﬁn'
for bids exceeding this amount, nvestors were given the option to convert these

bonds into shares in Bay Street Holdings Ltd at
107 per cent in the event of an offer taking place

On June 25, through Legal Notice 157 of 2002, the between 2005 and 2012,

Government created and issued directly to the
Foundation for Church Schools the 7% Malta o
Government Stock 2012 (Il). The stock was for a Sale of Equity in Lombard Bank Malta p.l.c.

nominal value of Lm176,200. On January 10 Lombard Bank Malta p.l.c.
announced that CCF Holding (Suisse) SA
intended to sell its shareholding in the Bank,
. . subject to all regulatory approvals being obtained,
On April 25 Hotel San Antonio p.l.c. offered for 1 B4anca Unione di Credito. The sale also
sale to the public Lm2 million worth of bonds with ;. ,ded shareholdings held by Handelsfinanz-
a coupon of 7.5% maturing in 2012. As the bonds, -k Bank. In the aggregate, Banca Unione di
which were issued at par, were oversubscribed, the- . 4ito was to acquire 1 043' 888 shares of the
company exercised its over-allotment option and 55 issued ordinary share capital at a price of
increased the issue to Lm2.5 million. Lm3.958 per share. On May 29, the Bank
announced that the necessary regulatory

On May 23 Mizzi Organisation Finance p.I.C. 555r0vals to enable the share transfer to take
offered for sale to the public Lm5 million worth of place had been obtained.

bonds with a coupon of 6.7% maturing in 2012,

with the company reserving the right to redeem all _

or part of the issue on the seventh, eight or ninth LO"_"?a“?' B_ank Malta p.I.c. Acquires 75%

anniversaries. The bonds, which were issued atParticipation in Gasan Fund Management Ltd

par and which had a nominal value of Lm100 each, On May 20 Lombard Bank Malta p.l.c. and the

were underwritten by Bank of Valletta p.l.c. Asthe Gasan Group reached an agreement in terms of

issue was oversubscribed, the company exercisedvhich Lombard Bank Malta p.l.c. was to acquire a

its over-allotment option and doubled it to Lm10 75% participation in Gasan Fund Management

million. Ltd, subject to the completion of the usual due
diligence procedures and the approval of the

On June 10 Bay Street Finance p.l.c. offered for Malta Financial Services Centre.

Private Bond Issues
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FINANCIAL POLICY CALENDAR

This calendar lists policy measures in the monetary, fiscal and exchange rate fields.
1999

January 4 : Currency Portions of Maltese Lira Basket Announced

The Monetary Authorities announce the currency portions that are to make up the Maltese lira basket
based on the weights that were allocated to the euro, the pound sterling and the US dollar as announce
on December 28, 1998. The weights and portions of the three currencies are established as follows:

Weight Portion
Euro 56.8% 1.2793
Pound Sterling 21.6% 0.3462
US Dollar 21.6% 05777

January 21: Central Bank Lowers Intervention Rate

The Monetary Policy Council of the Central Bank of Malta lowers the Bank’s central intervention rate by
ten basis points to 5.35%.

March 29: Central Bank Lowers Intervention Rate Again

The Monetary Policy Council of the Central Bank of Malta lowers the Bank’s central intervention rate by
a further forty basis points to 4.95%.

In announcing the reductions in its intervention rate, the Bank says that its Monetary Policy Council had
noted that the difference between official interest rates in Malta and those abroad had widened, as interes
rates overseas had fallen. The Council had also noted that domestic demand remained subdued, inflatio
had declined, and pressures on the external reserves had eased. Nevertheless, the Bank says, the Coul
was still concerned about the level of the Government’s borrowing requirement and emphasised the neec
for continued fiscal discipline. The Central Bank also says that it will continue to pursue a monetary policy
based on maintaining a fixed exchange rate for the Maltese lira and that it stood ready to adjust official
interest rates as necessary.

March 29 : Interest Rate Ceiling on Foreign Currency Lending Lifted

The Central Bank of Malta amends Central Bank of Malta Notice Number 1 on interest rates. By means of
this amendment, all restrictions on interest rates on loans and advances denominated in foreign currenc
by credit and financial institutions are lifted.

May 6 : Central Bank Lowers Discount Rate

The Monetary Policy Council of the Central Bank of Malta lowers the Bank’s discount rate by 25 basis
points from 5.5% to 5.25%. The Bank’s central intervention rate is left unchanged at 4.95%. In announcing
the reduction in the discount rate, the Bank notes that official interest rates overseas, particularly in
Malta’s trading partner countries, had continued to fall, that domestic economic activity remained
generally subdued, inflation had continued to fall, and the external reserves had remained stable.
Nevertheless, the Bank also says that the Council remained concerned about the level of the Government
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borrowing requirement, that it would continue to pursue a monetary policy based on maintaining a fixed
exchange rate for the Maltese lira, and that it stood ready to adjust official interest rates as necessary.

May 7 : Parliament Authorizes Government to Borrow Lm100 Million

Parliament enacts Local Loan Act, 1999 which authorises the Government to raise, by way of loans from
local sources, a sum not exceeding Lm100 million to meet both the deficit incurred in the Consolidated
Fund in 1998 and the deficit which is expected to be incurred during 1999.

May 7 : Obligation to Create Sinking Funds in Connection with Local Borrowing Abolished

Parliament amends Local Loan (Registred Stock and Securities) Ordinance, 1957 through Act IV of 1999.
This removes the obligation on Government to create sinking funds in connection with new local
borrowing. The obligation to create sinking funds in connection with overseas borrowing is, however,
retained.

May 29 : Minister of Finance amends Malta Stock Exchange Regulations

The Minister of Finance, through Legal Notice 91, amends Article 3 of the Statute of the Malta Stock
Exchange. This amendment makes it possible for a stockbroker nominated by the Central Bank of Malta to
execute transactions on behalf of the Government in quoted securities of companies or other entities
owned wholly, or in part, by the Government, subject to certain conditions specified in the Malta Stock
Exchange Act, 1990 itself.

June 24 :Central Bank Lowers Discount Rate Again

The Monetary Policy Council of the Central Bank of Malta lowers the Bank’s discount rate by 30 basis
points from 5.25% to 4.95%. This is the second time that the Central Bank lowers its discount rate this year.
The adjustment sets the discount rate equal to the Bank’s central intervention rate. The Central Bank alsc
announces that, in future, any change in its intervention rate would automatically be matched by a similar
change in the discount rate.

August 2 : Central Bank Lowers Minimum Deposit Rate on Savings Accounts

The Central Bank of Malta, in terms of Section 38 of the Central Bank of Malta Act, 1967, lowers the
minimum rate of interest that credit institutions may pay on deposits denominated in Maltese lira, other
than current accounts, from 3 % per annum to 2.5 % per annum.

September 7 ;Penalties for Offences Against Banking Act, 1994 Regulations Published

The Minister of Finance, through Legal Notice 155 of 1999, publishes the Penalties for Offences
Regulations 1999. These regulations specify the penalties, including fines and imprisonment terms, to be
imposed on persons found guilty of having contravened specific provisions of the Banking Act, 1994.
They also empower the Competent Authority to impose administrative penalties on persons who fail to
comply with other provisions of the Banking Act, 1994. Such persons may appeal to the Tribunal for
Financial Services against any decision imposing upon them an administrative penalty.
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September 23 Central Bank Lowers Intervention Rate and Discount Rate

The Monetary Policy Council of the Central Bank of Malta lowers the Bank'’s central intervention rate and
its discount rate by 20 basis points from 4.95% to 4.75%. All the other official interest rates quoted by the
Central Bank go down by 20 basis points. In announcing the reduction in rates the Bank comments on the
weakness of domestic demand, the decline in inflation and the absence of pressure on the externa
reserves. The Bank also notes some improvement in Government finances but registers its continuing
concern about the level of the Government’s borrowing requirement.

November 1 :Central Bank Removes Limits on Bank Deposit/Foreign Currency Interest Rates

The Central Bank of Malta abolishes the minimum rate of interest that banks were obliged to pay on
savings deposits, previously established in terms of section 38 of the Central Bank of Malta Act, 1967. As
a result, credit institutions are allowed freely to determine the rate of interest payable on deposits made
with them, not only in Maltese liri but in any currency. The Bank also removes the remaining limit on
interest rates that banks are permitted to charge on loans in foreign currency.

October 19 :General Financial Regulations Amended

The Minister of Finance, through Legal Notice 173 amends regulation 59 of the General Financial
Regulations 1966. Through this amendment, which comes into effect immediately, the validity period of all
cheques drawn by the Government is extended from two months to six in line with normal banking
practice.

November 15 :Malta Ratifies European Convention on Money Laundering

Malta ratifies the Council of Europe Convention on Laundering, Search, Seizure and Confiscation of the
Proceeds from Crime. The convention was signed on November 5, 1998 and is to enter into force on Marck
1, 2000.

November 9 :Malta Stock Exchange Introduces Alternative Companies List

The Malta Stock Exchange announces the introduction of the Alternative Companies Listing. The rules
applicable to the new listing are designed to give companies which do not have all the necessary
gualifications to seek a listing on the current market, including non-Maltese companies, access to equity
or loan capital, regardless of their size or past performance.

November 22 :Measures Introduced in the Budget for the Year 2000

The Minister of Finance, in presenting the Budget Estimates for the year 2000 to Parliament, announces ¢
number of policy measures. These include:

1) Wages:A weekly increase of Lm1 to compensate for the rise in the cost of living during the year to
September 1999. An additional one-off increase of Lm10 per person to be given in January to
compensate for the removal of the subsidy on local bread.
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2) Social Security Contributions: As from January 1, 2000, employees’ social security contributions are
to go up from 9% to 10% of their basic pay, while the different income bands previously used to
calculate the contribution rate of the self-employed are to be abolished. The rate of contribution on all
income earned by the self-employed is to be 15%.

3) Direct Taxation: Income tax bands are to be revised, while guidelines are to be issued by the
Commissioner of Inland on the taxation of fringe benefits. A tax compliance unit is to be set up within
the Department of Inland Revenue.

4) Indirect Taxation: Excise duty on cigarettes goes up, while locally processed alcoholic beverages are
no longer to be exempt from the payment of such duties. At the same time, the duty on transfers of
immovable property is to be reduced, while the duties payable on the allocation of shares and on
medical insurance cover are to be abolished altogether.

5) Value Added Tax: Value Added Tax, at the rate of 15%, is introduced on petrol and diesel with
immediate effect, and on telephony with effect from January 1. Telephone consumer tariffs, however, are
set to rise by five per cent.

6) Exchange Control: A number of measures are to be introduced to further liberalise exchange control and
speed up the relative bureaucratic and administrative procedures. Current restrictions on the amoun
that companies registered or domiciled in Malta are allowed to invest in businesses abroad are to be
abolished, while the overseas investment allowances for individuals and non-financial companies is to
be raised from Lm8,000 to Lm15,000. Export-oriented companies in the services sector will be allowed to
leave their receipts in foreign currency accounts for up to six months, while retailers will be allowed to
maintain foreign currency and time deposit accounts up to a limit of Lm2,500. Insurance companies will
be allowed to invest funds abroad freely, subject to control by the Malta Financial Services
Centre.

December 31: Ways and Means Facility Abolished

The Minister of Finance, through Legal Notice 224 of 1999, establishes January 1, 2000 as the date or
which the provisions of Section 15 of the Central Bank of Malta (Amendment) Act, 1994 are to come into
force. This effectively brings to an end the Government’s borrowing facility with the Central Bank of
Malta, known as the Ways and Means Facility.

December 31 Delegation of Exchange Control Authority to Malta Financial Services Centre

The Minister of Finance, through Legal Notice 225 of 1999, appoints the Malta Financial Services Centre
(MFSC) as an authorised dealer for the purposes of Sections 17, 18 and 32 of the Exchange Control Act
1972 with effect from January 1, 2000. Through this legal notice, the responsibility for approving and
vetting applications for the registration of companies with non-resident participation is transferred from the
Central Bank of Malta to the Malta Financial Services Centre under delegated authority.
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2000

March 10 : Malta Stock Exchange Bye-Laws Amended

The Council of the Malta Stock Exchange amends its bye-laws with regard to dealings made by directors
and employees in possession of price sensitive information in the listed securities of their companies. The
changes are made within the context of the review, undertaken by the Malta Stock Exchange, of market
practices and compliance with internationally accepted regulatory standards.

March 29 : Italian Financial Aid to Malta

Italy and Malta sign an agreement providing for the granting of over Lm5 million in Italian financial aid to
Malta. This is to be made available under the Fourth Italo-Maltese Protocol on Financial, Economic and
Technical Assistance, which covers the years 1996 - 2000.

April 12 : Central Bank Abolishes Last Remaining Control on Interest Rates

The Central Bank of Malta amends Notice No 1 on Interest Rates to remove the provision relating to the
maximum rate of interest that banks could charge on loans and advances for the purchase of one residenti
unit for the occupier’s own use. With this amendment, the last remaining control on interest rates is
abolished, so that rates will now be determined solely by market conditions.

April 28 : Bearer Accounts Phased Out

Following instructions by the Central Bank of Malta to the local banks, the Malta Commercial Banks’
Association announces that bearer accounts are to be closed by June 30. This measure brings local
banking practices in line with international practices and is intended to combat money laundering.

June 15 :Malta Withdraws from Offshore Group of Banking Supervisors

Malta announces its withdrawal from the Offshore Group of Banking Supervisors (OGBS). Membership of
the OGBS was deemed to be no longer appropriate for Malta in view of the decision, taken in 1996, to
register no new offshore activities on the island and to phase out the existing ones.

July 14 : Malta Stock Exchange Regulations Amended

The Minister of Finance, through Legal Notice No 124, amends the first schedule of the Malta Stock
Exchange Regulations, 2000 allowing a “person” rather than an “individual” to obtain a stockbroking
licence. The Legal Notice also replaces the existing Stock Exchange Committee with a College of
Stockbroking Firms.

August 25 :Prevention of Money Laundering Regulations Amended

The Minister of Finance, through Legal Notice 156, issues the Prevention of Money Laundering
(Amendment) Regulations, 2000. These regulations amend the Prevention of Money Laundering
Regulations, 1994. Amongst other things, the amended regulations introduce the concept of “reputable
jurisdiction”. This allows for the recognition of other jurisdictions which adhere to international standards
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in combating money laundering.

November 21:Measures Introduced in the Budget for 2001

The Minister of Finance, in presenting the Budget Estimates for the year 2001 to Parliament, announces ¢
number of policy measures. These include:

1)

2)

3)

4)

Cost of Living Increase:A weekly increase in wages of Lm1.50 to compensate for the rise in the cost of
living during the year to September 2000.

Direct Taxation: The Income Tax Act, 1948 is to be enforced with regard to certain fringe benefits
attached to employment. The benefits to be taxed are listed in a separate document presented with th
Budget.

Indirect Taxation: Value Added Tax on health and education are reclassified as exempt without credit
while profits made by travel agents on tickets for travel abroad are to become taxable at the full rate.
Catering establishments in factories, schools and industrial zones are to start charging Value Added
Tax. Excise duty on cigarettes is increased while the duty on alcoholic beverages is henceforth to be
calculated on the basis of the alcohol content of the beverage concerned. Levies on a number of
imported industrial products are to be scaled down further, while income from collective investment
schemes is to be subject to tax.

Liberalisation of Exchange Controls:Exchange controls are further liberalised and the relative
administrative procedures are to be speeded up. The measures include:

An increase in the allowance for travel purposes from Lm5,000 to Lm210,000 per trip.
An increase in the limit for cash gifts from Lm5,000 to Lm10,000 per year.

An increase in the amount of foreign currency which can be exported to effect merchandise payments
overseas.

An increase in the limits on imports and exports of local currency from Lm25 to Lm1,000.

The amount that residents are permitted to invest in real estate overseas is raised from Lm50,000 pe
year to Lm150,000.

The allowance for foreign portfolio investment by residents is raised from Lm15,000 per year to
Lm30,000.

Fund investment schemes (SICAVs) which collect funds in Maltese liri from residents are permitted to
invest in foreign assets up to a maximum of five per cent of the funds invested in a scheme.

The amount of foreign currency which a resident may retain in the form of cash or in a foreign currency
(demand) account with local credit institutions is raised to Lm210,000 from Lm2,500.

The period during which export-oriented local companies are permitted to maintain export proceeds
with local banks in foreign currency is extended to one year while other bodies corporate and local

retail outlets are henceforth permitted to maintain demand, savings and time deposits in foreign

currency accounts provided such deposits originate from business activities and the balance does no
exceed Lm10,000.
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Lending and borrowing activities are liberalised completely, subject to the condition that such lending
or borrowing is for maturity periods of over one year.

The granting of guarantees by residents and vice versa is liberalised completely.
All restrictions with regard to the amount of assets that emigrants may transfer abroad are removed.

All restrictions on payments by residents in respect of endowmedmsacfideforeign institutions,
dowry payments and payments in connection with the settlement of debts by immigrants in their
previous country of residence are removed.

The Minister also announces thatfi@sn January 1, 2002, the prices of oil products in Malta are to be
linked to price movements in international markets.

December 5:Malta Stock Exchange Council Reviews Notice

The Council of the Malta Stock Exchange revises Council Notice No 1, which deals with fees and other
charges. One major change involves the brokerage fees/commissions charged by stockbrokers. These wi
no longer be fixed by the Exchange but will become subject to negotiation between investors and
stockbrokers. The revised notice becomes effective as from January 1, 2001.

2001
January 10: Malta Appointed to OECD Task Force on Harmful Tax Practices

Malta, through its Minister of Finance, is appointed a member of a task force set up by the Organisation
for Economic Co-operation and Development (OECD) to curb harmful tax practices in certain offshore
financial centres. The task force, made up of 13 countries, was set up during an OECD meeting held in
Barbados. Malta will also be representing Commonwealth countries on this task force.

February 14: Malta Stock Exchange Introduces a Trade-Weighted Average Moving Price (TWAMP)

The Malta Stock Exchange announces that, as from the trading session of February 19, it would
commence the phasing in of a trade-weighted average moving price (TWAMP) based on the aggregate
volumel/value of the five trading sessions in which each security was last traded. As a result, the TWAMP
would be based on at least five transactions. The Exchange’s trade ranges, share index and marke
capitalisation statistics would also be established in relation to the TWAMP.

July 5: Malta Stock Exchange Issues Draft Corporate Governance Code

The Malta Stock Exchange publishes a draft code of principles for good corporate governance which, it is
recommended, should be observed on a voluntary basis by both listed and public companies. The cod
and recommendations were drafted by a working group set up by the Malta Stock Exchange towards the
end of last year.

August 31: Central Bank Lowers Official Interest Rates

The Monetary Policy Council of the Central Bank of Malta lowers the Bank'’s central intervention rate and
the discount rate by 25 basis points to 4.5%. All other official interest rates quoted by the Central Bank
are similarly lowered by 25 basis points.
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September 27:Central Bank Lowers Reserve Requirement Ratio

The Monetary Policy Council of the Central Bank of Malta lowers the reserve requirement ratio imposed
on banks by one percentage point to 4% of their deposit liabilities. The measure, which increases the
banks’ liquidity and thus enables them to extend more credit, is to take effect from October 15.

November 26: Central Bank Lowers Official Interest Rates

The Monetary Policy Council of the Central Bank of Malta lowers the Bank’s central intervention rate and
the discount rate by 25 basis points to 4.25%. All other official interest rates quoted by the Central Bank
are similarly reduced by 25 basis points.

October 31:Malta Stock Exchange Issues Corporate Governance Code

The Malta Stock Exchange publishes new bye-laws which include the code of principles of good corporate
governance which the Exchange had issued on July 5 in draft form. Companies listed on the official list of

the Exchange, as well as those on the alternative companies list, are encouraged to adopt the code. Liste
companies are henceforth required to include a “Statement of Compliance” in their annual reports

explaining to what extent they are complying with these principles and the measures they have taken tc
ensure compliance. Auditors are also required to report on these statements.

November 21:Measures Introduced in the Budget for 2002

The Minister of Finance, in presenting the Budget Estimates for the year 2002 to Parliament, announces ¢
number of policy measures. These include:

Cost of Living Increase A weekly increase of Lm1.50 in wages and salaries as from January 1, 2002 to
compensate for the rise in the cost of living during the year to September 2001.

Direct Taxation: A revision of the tax bands for married couples who file a joint declaration of their
income, resulting in savings of up to Lm145 per annum in income tax. The fringe benefit value of
commercial vans and vehicles used by salesmen are no longer to be subject to tax.

Indirect Taxation: Excise duties on cigarettes increased. Levies on a number of imported industrial
products to be scaled down further.

Linkage of the Price of Qil to Price Movements in International Markets As announced in last

year’s budget, the prices of oil products are to be linked to prices on international markets. Reflecting
current prices, the price of leaded petrol and diesel is raised with immediate effect, while that of
unleaded petrol and kerosene is lowered. As from April, these prices are to be reviewed every three
months to reflect average prices on international markets in the previous three months.
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Support Scheme for the Agriculture SectorA support scheme for the agricultural sector is to be
introduced as levies on agricultural imports are lifted.

Social Security System ReformSocial security contributions are to be applied only to healthcare and
pensions. Contributions earmarked for healthcare are to be used exclusively to finance the cost of
healthcare and care of the elderly, while those earmarked for pensions are to be used to finance
contributory pensions and related benefits only. All other benefits are to be provided for directly from
the Consolidated Fund.

Liberalisation of Exchange Controls Exchange controls are further liberalised and the relative
procedures are to be speeded up. The measures include:

An increase in the allowance for travel purposes from Lm10,000 per person per trip to Lm15,000.

An increase in the amount of foreign currency that can be exported by residents travelling overseas tc
effect payment for merchandise.

Quantitative restrictions on the amount that residents are permitted to invest in real estate oversea:
abolished.

The allowance for foreign portfolio investment by residents raised from Lm30,000 per year to Lm50,000.

Fund investment schemes (SICAVs) which collect funds in Maltese liri from residents are to be
permitted to invest up to 10 per cent of such funds in foreign assets.

The amount of foreign currency which a resident may retain in the form of cash or in a demand deposit
account denominated in foreign currency with local credit institutions is raised from Lm10,000 to
Lm15,000.

The amount of foreign currency that may be placed with local credit institutions by corporate entities
and retailers is raised from Lm10,000 to Lm15,000.

Locally registered fund management companies are to be permitted to seek a listing for their collective
investment schemes on recognised international capital markets.
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Locally registered financial and non-financial companies are to be permitted to seek a listing for their
bonds and related securities on recognised international money/capital markets as long as the
securities have a maturity period of at least one year.

The granting of guarantees by residents in favour of non-residents is completely liberalised.

All restrictions on the physical transfer overseas of certificates and other instruments denoting title to
shares or securities are removed.

Foreign Investment Registration SchemeMaltese residents having undeclared investments abroad

as at September 1, 2001 are to be given the opportunity to regularise their position until December 31,
2002. Holders of such investments who register them within this period are required to pay a one-time
registration fee calculated as a percentage of the current market value of the registered investment.

December 14:European Investment Bank — Malta Sign Framework Agreement

The European Investment Bank (EIB) and Malta sign a framework agreement in view of Malta’s
prospective membership of the EU. The agreement, which is similar to bilateral agreements between
sovereign states, is intended to broaden the scope of loans into social areas such as education and heal
It is also aimed at increasing co-operation between Malta and the EIB with a view to promoting investment
in Malta.

December 27:Prevention of Money Laundering Act, 1994 Amended

Parliament enacts the Prevention of Money Laundering (Amendment) Act 2001. The Act provides for the
setting up of a Financial Intelligence Analysis Unit to receive and analyse reports of transactions
suspected to involve money laundering.

December 27:Appointment of Competent Authority

The Minister of Finance, through Legal Notices Nos 324 and 325, appoints the Malta Financial Service

Centre (MFSC) as the Competent Authority for the purposes of the Financial Institutions Act, 1994 and the
Banking Act, 1994, with effect from January 1, 2002.
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2002

January 31: Central Bank Lowers Official Interest Rates

The Monetary Policy Council of the Central Bank of Malta lowers the Bank'’s central intervention rate and
the discount rate by 25 basis points to 4.00%. All other official interest rates quoted by the Central Bank
are similarly reduced by 25 basis points.

March 1 : Establishment of Financial Intelligence Analysis Unit

As a follow-up to the amendments to the Prevention of Money Laundering Act, 1994 enacted in December
2001, a Financial Intelligence Analysis Unit is established. The Unit is to assist the Government in

furthering its commitment to enhance Malta’s reputation as a financial services centre by fighting criminal
abuse of Malta’s financial services.
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THE MALTESE ISLANDS - KEY INFORMATION , SOCIAL AND ECONOMIC STATISTICS

(as at end-March 2002, unless otherwise indicated)

CAPITAL CITY Valletta
AREA 316 kn

CURRENCY UNIT Lira - Exchange rates: Lml= US$2.1894
Lml = Euro2.5051

CLIMATE Average temperature (1991-2001): December - February
June - August
Average annual rainfall (1990 - 2001)

SELECTED GENERAL GDP growth at current market prices (Dec. 2001)
ECONOMIC GDP per capita at current market prices (Dec. 2001)
STATISTICS GDP per head in PPS relative to the EU-15 average (2000)
Ratio of gross government debt to GDP (Dec. 2001)
Ratio of government deficit to GDP (Dec. 2001)
Retail price inflation
Ratio of exports of goods and services to GDP (Dec. 2001)
Ratio of current account deficit to GDP (Dec. 2001)
Gainfully occupied (Feb. 2002)
Unemployment rate (Feb. 2002)

POPULATION Total Maltese and Foreigners (Dec. 2001)

Males (Dec. 2001)
Females (Dec. 2001)

Age composition in percent of population (2000)
0-19
20-59
60 +

Average annual growth rate (1990 - 2000)

Density per knf

HEALTH Life expectancy at birth - Males (Dec. 2000)
- Females (Dec. 2000)
Crude birth rate, per 1000 inhabitants (Dec. 2000)
Crude mortality rate, per 1000 inhabitants (Dec. 2000)
Doctors per 1000 inhabitants (Dec. 2000)

EDUCATION Combined gross enrolment ratio % (1999)
Number of schools (1999/2000)
Teachers per 1000 students (2000)
Adult literacy rate : % age 15 and above (1999)

LIVING STANDARDS Human Development Index : Rank out of 162 countries (1999)
Mobile phone subscriptions, per 1000 inhabitants (Sept. 2001)
Private motor vehicle licences per 1000 inhabitants

°Cl13.8
°e5.8
602.4mm

4.1%
US$9,162
83

62.3V0
5.2%
3.62%
860
4.79
137,245
5.5%

394,641
195,363
199,274

27%
56%
17%

0.8%

1,249

74.3
80.
11.1
7.79
3.2

80%
331
93
91.8%
3
499
487

T3y To

Source: Central Bank of Malta; National Statistics Office; Ministry of Finance; Eurostat; UNDP.
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List of banking institutions submitting financial information to the Central Bank of Malta for statistical
reporting purposes, as at March 2002:

Deposit Money Banks

APS Bank Ltd.

Bank of Valletta plc

HSBC Bank Malta plc

Lombard Bank (Malta) plc

HSBC Home Loans (Malta) Bank Ltd.

International Banking Institutions
Akbank TAS

Disbank Malta Ltd.

Erste Bank (Malta) Ltd.
Finansbank (Malta) Ltd.

First International Merchant Bank plc
HSBC Overseas Bank (Malta) Ltd.

Investkredit International Bank Malta Ltd.

Izola Bank Ltd.

Raiffeisen Malta Bank plc
Sparkasse Bank Malta plc
Tekstil Bankasi AS

Turkiye Garanti Bankasi AS
Volksbank Malta Ltd.
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TABLE 1.1 STATEMENT OF ASSETS AND LIABILITIES

1
CENTRAL BANK OF MALTA
Liabilities
Lm thousands
End of l\?;ger;% IMF-Relate Deposits Capital and Foreign Other
Period Coin Ii;sue ! Liabilites | gank€ | Government Other Total | Reserves| Liabilities ® | Liabilities 2

1990 339,519 12,103 45,742 9,681 21,833 77)226 4,500 - 131,825
1991 354,513 11,789 52,847 148 29,437  82[752 4500 - 105,822
1992 350,611 22,987 78,498 5,6p4 29,727 113|889 4,500 - 145,648
1993| 364,013 24,62 67,143 2,487 37,349 106|959 4,500 - 163,740
1994| 379,082 24,21 73,045 1,795 52,384 233|734 41,000 - 178,292
1995 367,444 22,55 80,046 20,1p4 21,502 121{722 41,000 - 187,134
1996 380,246 20,15 71,647 22,785 10,516 105{328 41,000 - 177,233
1997| 384,655 20,079 100,511 24,503 10,941 135955 41,000 - 135,780
1998 390,911 19,014 115,195 48,188 13,867 176,751 98,050- 35,265
1999 418,485 19,014 124,786 96,188 12,424 233,398 89,050- 58,597
20001 423,188 18,574 141,270 56,161 10,893 207825 89,050- 45,182

2001

Jan. 412,744 18,5 151,9p4 34,603 9,556 194,113 89,08(p48 47,585
Feb. 413,863 18,574 154,35 62,982 9p17 226,974 8P,030274 29,743

Mar. 415,262 18,574 142,870 69,976 8,657 221503 059041 32,593
Apr. 421,757 18,574 150,649 51,81 9,651 212101 89,059,803 29,204
May 426,201 18,574 157,537 53,568 11,009 222,103 89,050486 32,187
June 429,72} 18,5 129,35 51,908 10j145 191,429 §9,08@63 34,295
July 434,373 18,574 147,841 50,620 10,p37 208,998 D,050100 36,185
Aug. 432,878 18,574 131,492 60,4p3 10,389 202(294 89,050,932 38,496
Sept. 429,428 18,574 138,417 61,8p2 13,726 213|995 89,058,698 43,864
Oct. 435,076 18,574 112,067 67,091 10,p61 189,718 8p,020106 60,694

00

00

Nov. 430,082 18,574 107,284 93,988 10,164 211,436 89,050030 64,788
Dec. 441,829 18,28l 146,789 69,080 7,p44 223513 9pb,069- 48,649
2002

Jan. 433,284 18,2 184,04 63,202 7147 254,383 95,06974 40,839

Feb. 433,414 18,28l 196,5p9 71,124  6)/00 274,333 9b,060610 32,747

Mar. 436,995 18,281 191,2%5 66,683 7,131  265(069 92,159427 28,674
1 Reclassification of data from December 1998 reflects changes in the presentation of the Central Bank of Malta's financial
statements.
2 Includes Deposit Money Banks, Other Banking Institutions (up to December 2000) and International Banking Institutions (as from
January 1995). As from December 2001 term deposits by banks which were previously classified as "Qittet" biabi
classified as "Banks' [pesits".
3 Dataprior to 2001 were included with "Other Liabilities".
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TABLE 1.1 STATEMENT OF ASSETS AND LIABILITIES

CENTRAL BANK OF MALTA !
Assets
Lm thousands
External Reserves Malta
) Total
IMF Governmeni Fixed and|
End of IMF- ) . Assets/
Period old? Related Convertiblé Total Curre'nc.y Securities Other Total
0 : Currencied Subscription and Assets Liabilies
Asset Advances
1990 12,979 33,618 380,527 427,124 10,913 22,209 104,927 565,173
1991 6,436 37,176 366,829 410,434 10,437 58,171 80,134 55p,376
1992 9,101 30,061, 435,856 475,018 21,420 62,805 84,687 64(7,730
1993 10,215 32,827 490,358 533,400 22,917 18,077 89,438 66[3,832
1994 7,314 32,829 577,501 617,644 22,435 39,p21 174,821 856,321
1995 3,596 34,007 471,090 508,693 21,106 67,728 144,326 739,853
1996 3,646 36,408 468,528 508,517 19,470 74,84 123,035 723,966
1997 1,311 38,912 501,379 541,602 18,988 59,163 97,716 717,469
1998 688 40,429 598,854 639,972 19,086 24,822 314609 714,991
1999 737 35,517 704,064 740,330 34,955 6,153 37)115 818,544
2000 452 36,940 606,752 644,144 35,222 9,178 981930 787,474
2001
Jan. 406 36,974 593,415 630,79 35,p22 14909 8%,689 746,618
Feb. 525 37,352 588,84{1 626,7[L7 35,222 16|154 104,385 782,478
Mar. 524 37,445 593,656 631,625 35,422 17,603 94,573 780,023
Apr. 435 37,426 602,434 640,340 35,2p2 9,830 88137 773,488
May 533 38,340 614,35( 653,243 35,32 41,062 591945 789,601
June 489 38,10( 609,244 647,863 35,872 37)512 4%,200 765,937
Juy 531 37,808 637,089 675,447 35,32 30,507 46|974 788,279
Aug. 534 37,837 649,545 687,916 35,372 19,239 40|696 783,223
Set. 566 37,812 654,187 692,544 35,32 11,789 581883 798,608
Oct. 527 37,822 682,93[L 721,281 35,372 8,024 30,542 79p,218
Nov. 462 38,167 710,35} 748,986 35,372 6,07 241196 814,960
Dec. 629 37,863 721,93p 760,4pP8 35,078 5773 24,062 827,340
2002
Jan. 697 38,104 743,818 782,6R1 35,078 5/021 20,112 842,831
Feb. 596 38,219 760,3% 799,211 35,078 4)715 18,347 847,351
Mar. 601 38,191 747,66 786,456 35,478 4,654 18,507 844,596

! Reclassification of data from December 1998 reflectsggsaim Central Bank of Malta accouripolicy.
2 Includes small amounts of otharecious metals.
3 Includes IMF Reserve Position and hotgliof SDRs.

4 Valued according to the prevailing accounting policies as explained each year in the Notes to the Accounts in the Central
Bank of MaltaAnnual Report.
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TABLE 1.2 STATEMENT OF ASSETS AND LIABILITIES
DEPOSIT MONEY BANKS *

Liabilities
Lm thousands
End of Deposits Foreign | Capital and Other
period | bomand Savings Time Total | Liabiliies® | Reserves | Liabiliies ®
1990 | 50,056 252,039 392,29( 694,385 66,112 28112 54,391
1991 | 53,274 308,715 415,95¢ 777,948 92,111 34)047
1992 | 57,858 365,000 463,677 886,531 62,430 37,209
1993 | 59,612 415,807 527,211 1,002,630 105,025 39/085
1994 | 72,368 462,793 644,546 1,179,707 95,275 79[290
1995 | 79,225 510,538 740,618 1,330,318 193,422 86|768
1996 | 87,248 538,177 871,318 1,496,743 229,597 96/090
1997 | 110,486 574,352 987,491 1,672,385 226,306 112)694
1998 | 145973 581,875 1,102,040 1,829,888 305,527 115,258
1999 | 188,460 632,675 1,217,858 2,038,9p3 356,384 126,829
2000 | 192,206 623,727 1,296,731 2,112,6p4 404,679 15¢,523
2001
Jan. | 205,665 624,893 1,321,83f 2,152,395 407,805 171,039
Feb. | 211,192 629,250 1,340,870 2,181,312 404,822 174,714
Mar. | 212583 619,316 1,343,004 2,174,905 417,137 176,714
Apr. | 209,623 634,366 1,382,622 2,226,611 402,928 176|714
May | 216,251 630,063 1,394,008 2,240,321 386,026 177}039
June | 209,436 639,026 1,368,60p 2,217,068 382)569 171,040
July | 228,197 636,095 1,379,744 2,244,088 382,559 177,040
Aug. | 214,351 650,004 1,389,29] 2,253,646 394,763 177}040
Sept. | 217,559 639,505 1,392,068 2,249,132 584,001 169,186
Oct. | 226,097 654,631 1,407,035 2,287,753 551,510 191,044
Nov. | 212,023 646,610 1,439,131 2,297,765 598,444 191}045
Dec. | 212,870 667,301 1,432,345 2,312,516 599,626 191,246
2002
Jan. | 207,599 672,267 1,456,245 2,336,111 609,256 197,166
Feb. | 214,182 676,139 1,481,930 2,372,251 600,704 197,166
Mar. | 220,395 679,315 1,507,325 2,407,085 551,166 197,166

! Includes HSBC Home Loans (Malta) Bank Ltd as from Janp@®1.
2 Includes Malta Government and private sector deposits but excludes deposits belonging to non-residents (these are classified
foreign liabilities). Demand dmsits are netted of uncleared effects drawn on local banks (i.e. itemsindlss of collection).

3 As from September 1992, the bulk of foreign liabilities belonging to a Deposit Money Bank was transferred to its offshore bank
subsidiay.
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TABLE 1.2 STATEMENT OF ASSETS AND LIABILITIES
DEPOSIT MONEY BANKS *

Assets
Lm thousands
Period Central Bant Assets Discounted Investments Assets Total Liabilities

1990 58,349 197,787 458,246 100,284 32,334 847,p00
1991 62,790 246,499 480,495 147,050 26,847 963,681
1992 93,816 330,111 539,404 147,048 32,488 1,142,868
1993 83,250 378,598 627,635 212,779 35,4p7 1,337,719
1994 194,501 417,411 707,355 210,540 46,545 1,576,352
1995 100,638 557,355 938,404 234,379 49,960 1,880,738
1996 96,777 588,571 1,079,552 263,194 114,236 2,1421330
1997 125,183 534,756 1,205,344 365,333 120,979 2,351/600
1998 140,172 575,077 1,324,624 477,843 128,461 2,646/592
1999 169,909 615,109 1,464,364 574,198 168,929 2,992/110
2000 152,739 729,614 1,608,024 601,447 150,727 3,2421530
2001

Jan. 167,665 741,428 1,733,354 602,689 165,091 3,410,227
Feb. 176,144 751,847 1,739,911 634,330 162,236 3,464{468
Mar. 157,672 749,183 1,793,027 634,613 124,516 3,459J011
Apr. 171,652 765,611 1,823,589 614,562 133,183 3,508,597
May 177,617 758,695 1,815,942 599,360 153,23 3,504,837
June 145,437 737,380 1,815,792 607,585 161,650 3,467,844
July 162,532 719,853 1,811,154 641,149 167,934 3,502)633
Aug. 157,031 779,222 1,806,213 648,691 181,899 3,572|817
Sept. 159,761 776,593 1,855,912 664,815 158,429 3,615,570
Oct. 146,852 745,955 1,857,534 695,542 148,928 3,594(835
Nov. 134,445 772,817 1,852,984 709,168 155,067 3,624482
Dec. 180,312 791,551 1,866,427 662,996 168,901 3,670(182
2002

Jan. 204,082 775,106 1,857,995 678,136 185,060 3,700,379
Feb. 216,099 783,042 1,851,05 686,937 180,355 3,717}491
Mar. 208,762 779,869 1,875,52%3 687,392 151,638 3,703]149

*Includes HSBC Home Loans (Malta) Bank Ltd as from Jan2a@1.

2 As from December 2001 term deposits by banks which were previously classified as "Fixed and other Assets" are classified
as " Cash and [esits with Central Bank."
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TABLE 1.3 STATEMENT OF ASSETS AND LIABILITIES

OTHER BANKING INSTITUTIONS *
Liabilities
Lm thousands
.2 Credits from
Deposits . . .
End of Foreign Deposit Capital and [ Other ltems
Period ) ] Liabilities Money Reserves (Nety’
Savings Time Total 3
Banks

1990 3,658 5,442 9,100 81,587 86,998 13,8[L4 9,210
1991 - - - 83,435 62,167 17,252 73,468
1992 - - - 177,208 88,928 18,457 75,124
1993 - - - 198,215 106,321 19,840 72,762
1994 - - - 134,841 121,845 20,751 65,95¢
1995 - - - - 72,429 15,184 63,585
1996 - - - - 75,616 16,205 64,121
1997 - - - - 67,904 21,414 63,322
1998 - - - - 74,600 22,846 68,329
1999 - - - 198 60,392 20,568 72,540
2000
Jan. - - - 198 60,211 25,120 68,307
Feb. - - - 198 60,380 25,120 68,591
Mar. - - - 198 62,523 25,120 70,454
Apr. - - - 198 61,414 25,120 68,304
May - - - 198 62,052 25,120 68,471
June - - - 198 65,216 25,120 68,700
July - - - 198 65,121 25,120 68,452
Aug. - - - 198 65,577 25,120 69,584
Sept. - - - 198 67,581 25,120 72,053
Oct. - - - - 48,779 18,918 71,997
Nov. - - - - 50,214 18,918 71,552
Dec. - - - - 52,431 20,212 69,218

! This Table was discontinued as from Jap2001.

2 Excludes deposits belonging to non-residents. The latter are classified as foreign liabilities. As from January 1991, deposits
belonging to residents have been classified under "Other Items (Net)".

3 In April 1991, a local financial institution issued Lm60 million worth of bonds, with the proceeds being utilised to repay
credits which it had previously received from Deposit Money Banks. These securities have been classified under "Other Items
(Net)".
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TABLE 1.3 STATEMENT OF ASSETS AND LIABILITIES

OTHER BANKING INSTITUTIONS

1

Assets
Lm thousands
Claims on
End of Cash anq Foreign Deposit Private and Total Assets
. Deposits with Total
Period Assets Governmen{  Money Parastatal Total o
Central BanK > Liabilities
Bank< Sectors

1990 642 89,771 5,055 707 104,539 110,296 200,709
1991 7 98,099 - 6] 138,21p 138,216 236,322
1992 7 116,452 - 79,259 164,003 243,362 359097
1993 7 118,603 - 96,772 181,756 278,428 397,138
1994 1 5,072 - 134,834 203,486 338,320 343,893
1995 140 3,876 142 - 147,040 147,1B2 151,198
1996 65 3,297 142 3,009 149,429 152,580 155,p42
1997 94 7,047 842 2,487 142,170 145,409 152,640
1998 321 7,030 5,794 2,317 150,313 158,424 165775
1999 368 6,545 4,555 3,01 139,217 146,185 153,698
2000

Jan. 349 6,432 4,555 3,026 139,475 147,055 153|836
Feb. 307 6,449 4,555 3,029 139,949 147,433 154289
Mar. 317 6,324 4,555 3,107 143,997 151,654 158,p95
Apr. 325 6,307 1,863 2,957 143,589 148,4D4 155,036
May 323 6,475 1,871 2,958 144,214 149,043 155,841
June 326 6,561 1,871 3,074 147,402 152,347 159(234
July 332 6,534 1,879 3,054 147,092 152,025 158,891
Aug. 292 6,507 2,086 3,137 148,497 153,680 160,479
Sept. 303 6,608 2,091 3,159 152,790 158,040 164|951
Oct. 314 6,459 2,471 2,95¢§ 127,492 132,921 139,694
Nov. 302 6,692 2,480 3,044 128,146 133,690 140,684
Dec. 312 6,835 2,287 3,01 129,417 134,714 141861

! This Table was discontinued as from Jap2fo1.

2 From September 1992 up to December 1994, includes deposits of offshore subsidiaries of the Deposit Money Banks held with

their parent institutions.
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TABLE 1.4 STATEMENT OF ASSETS AND LIABILITIES
INTERNATIONAL BANKING INSTITUTIONS

Liabilities
Lm thousands

End of Resident Deposits Foreign | Capital and]  Other Total
Period Demand Savings Time Total Liabilites | Reserves| Liabilities | Liabilities

1995 1,607 3,513 4,614 366,823 26659 4,530 40f7,746
1996 1,301 4,209 7,246 616,842 33)056 5,725 668,379
1997 2,068 5,757 7,080 950,186 63912 12,881 1,041,884
1998 2,866 7,712 11,292 1,690,832 161{866 17|382 1,891,950
1999 4,027 10,203 7,093 2,460,629 188,740 40|418 2,711,110
2000 4,715 12,403 15,230 2,820,620 194,213 591066 3,1P6,146
2001

Jan. 4,178 12,848 15,679 2,118)901 221,026 23,149 2,401,781
Feb. 4,182 11,221 16,176 2,149 P72 221,421 -53,189 2,3p5,084
Mar. 4,527 11,289 17,126 2,376,838 199,065 -32]104 2,576,742
Apr. 5,468 13,231 15,380 2,080,792 2441929 -64)355 2,295,445
May 4,900 12,454 15,784 2,154,427 243|043 8,398 2,439,006
June 5,484 11,714 16,20¢ 2,021/493 250,363 6,696 2,311,957
July 5,169 11,144 16,094 1,865,588 2511354 9/484 2,1%8,835
Aug. 5,372 10,717 17,245 1,805,889 2531410 15]758 2,108,391
Sept. 5,466 11,135 16,057 1,682/173 243,114 11351 1,961,296
Oct. 5,026 10,954 16,367 1,821,p77 245,156 5]209 2,104,688
Nov. 5,486 10,339 16,036 1,834,814 250200 19]366 2,185,740
Dec. 5,421 11,259 16,157 2,347,616 256,549 4{497 2,641,495
2002

Jan. 4,703 12,238 15,83( 2,150)743 248,315 17,667 2,449,496
Feb. 5,926 14,143 15,257 2,097,070 244,298 15,017 2,3p3,710
Mar. 6,190 13,888 15,097 2,279,892 248{910 19/808 2,583,785
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TABLE 1.4 STATEMENT OF ASSETS AND LIABILITIES
INTERNATIONAL BANKING INSTITUTIONS

Assets
Lm thousands
End of Cash anq . Local Lehdlng Local Fixed and
Period Deposits with | Foreign Assets a_md Bills Investments | Other Assets Total Assets
Central Bank Discounted
1995 712 241,121 157 161,93|L 3,825 407,746
1996 937 462,902 37 200,098 4,405 668,379
1997 867 817,949 598 217,22 5,249 1,041,884
1998 1,236 1,652,699 996 231,290 5,724 1,891,950
1999 1,892 2,434,594 6,135 260,498 8,03 2,711)110
2000 2,078 2,819,021 6,128 267,643 11,256 3,106{146
2001
Jan. 2,169 2,114,115 5,776 268,522 11,198 2,401{781
Feb. 1,887 2,059,090 6,819 276,347 10,940 2,355|084
Mar. 2,380 2,281,085 7,703 273,71p 11,86 2,576,742
Apr. 2,194 1,993,143 8,231 279,99 11,886 2,295,445
May 2,302 2,129,162 7,983 286,87 12,68H4 2,439,006
June 2,103 2,006,877 7,261 278,348 17,36B 2,311)957
July 2,360 1,847,609 6,655 284,8 17,362 2,158,835
Aug. 6,224 1,758,520 6,334 325,5 11,774 2,108,391
Sept. 1,469 1,797,836 7,002 141,641 13,34B 1,961}296
Oct. 5,433 1,944,342 5,980 138,531 10,402 2,104)688
Nov. 1,463 1,975,832 6,122 138,4 13,904 2,135,740
Dec. 1,355 2,484,115 5,855 137,145 13,025 2,641[495
2002
Jan. 1,467 2,282,894 6,967 146,576 11,59p 2,449{496
Feb. 1,381 2,224,978 5,688 152,793 8,871 2,393(710
Mar. 1,354 2,412,549 6,523 154,65 8,701 2,583,r85
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TABLE 1.5 MONETARY SURVEY"

Lm thousands

Domestic Credit Net Foreign Assets
. Narrow ' Other Total
End_ of Net Claims C|§ImS on Central Money Quasi- ltems Assets/
Period Private & DMBs & Mone)ﬁ e
on Parastatal Total Bank of IBIs* Total (M1) (Net) | Liabilities
Governmertt Malta s
Sector$
1990 86,123 470,848 556,971 444,763 131)675 588,402 344,453 648,123 112,797 1,145,373
1991 119,535 548,041 667,976 426,385 154(388 534,245 406,690 (26,031 129,100 1,249,763
1992 121,591 608,202 729,193 492,280  260(418 792,638 408,552 B30,008 243,871 1,482,431
1993 137,329 697,769 835,098 549,495  267(609 817,099 435,064 p41,503 285,630 1,652,197
1994 150,632 782,019 932,451 690,434 316|907 1,047,341 43,547 1,106,721 |369,724 [1,939,992
1995 179,754 1,024,801 1,204,p55 580,700 228,369 809,069 436,760 1,253,054 |323,810 [2,013,624
1996 238,942 1,146,449 1,385,871 554,119 194,713 790,832 454,089 14413,169 | 268,945 [2,136,203
1997 320,627 1,276,804 1,597,431 561,668 164,502 728,170 479,899 1,565,848 | 279,854 [2,325,601
1998 350,202| 1,417,549 1,767,J61 639,991 217,114 8$7,105 523,628 1,693,146 | 408,092 [2,624,866
1999 353,539 1,586,815 1,940,854 740,339 184,110 927,449 581,175 1,854,927 |431,702 [2,867,803
2000
Jan. 367,701 1,593,928 1,961,629 174,934 5p7,948 1)867,558 | 433,667 (2,869,172
Feb. 388,626 1,602,190  1,990,[726 173,909 567,107 1)877,018 | 436,343 |2,880,468
Mar. 382,220| 1,662,133 2,044,353 172034 547,886 1,883,951 483,504 P,925,340
Apr. 394,252 1,656,69p 2,050,945 191{274 569,486 1,891,843 480,687 P,942,016
May 374,381 1,668,20p 2,042,490 197|376 547,552 1,891,614 (472,577 2,951,744
June 363,749 1,678,711  2,042459 241,023 581,079  1]891,683 | 514,134 |2,986,89¢
July 383,919 1,674,366 2,058,286 2391819 593,031 1,B92,439 |498,314 P,983,784
Aug. 384,154| 1,670,482 2,054,636 2541448 612,809 1,888,741 (493,967 P,995,517
Sept. 364,425 1,732,325  2,096,[750 238,906 6p9,343  1883,190 | 540,667 |3,033,20C
Oct. 391,980 1,724,508 2,116,487 2421006 604,248 1,008,941 |535,180 [3,048,369
Nov. 407,362| 1,740,287 2,147,649 268{198 603,770 1,p30,403 |546,881 B,081,054
Dec. 409,523 1,746,586 2,156,109 309,084 594,702 1,937,166 [569,832 3,101,700

* Includes Central Bank of Malta, Deposit Money Banks and International Banking Institutions.This Table was discontinued
following a reclassification exercise. As from Jagu2001, fgures can be accessed from the Ban&urvey (Table 1.6).

2 Consists of Malta Government Securities hglddéinks and bank advances to Government - netted of Governipesitsie

% These claims include Deposit Money Bank domestic loans and overdrafts to private and parastatal bodies, investments in local nc
Government securities, inland bills of exchamndoromissoy notes, and exclude interbank transactions.

4 International Banking Institutions are included as from January 1995. As from September 1992, foreign assets of Deposit Mone
Banks and International Banking Institutions are netted of foreign interest due and not received. Foreign liabilities are netted of

foreign interest and genses accrued.

5 Excludes Malta Government deposits, balances belonging to non-residents as well as uncleared effects drawn on Deposit Mon:

Banks.

6 Excludes Malta Government miisits and balances begimg to non-residents.
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TABLE 1.6 BANKING SURVEY '

Lm thousands

Domestic Credit Net Foreign Assets
Narrow . Other Total
End of . Claims on Quasi-
: Net Claims| _ " Central . Money* s Items Assets/
Pered on [ PR &1 rgar | Bankof |ATBAMNG) o | Ty | MO | (Ney | Liabies
arastata Institutions
Government Malta
Sectors’

1990 91,177 486,841 578,018 444,763 139,460 584,623 384,438 6%7,223 120,980 1,162,6¢
1991 119,535 576,846 696,3B1 426,815 169,052 595,937 406,689 796,245 145,634  1,292,3:
1992 121,591 638,078 759,6p9 492,230 198,159 690,989  4(8,551 830,231 06,345  1,450,6'
1993 137,329 720,680 858,0p9 549,495 187,864 737,159 425,063 941,658 019,292 1,595, 1
1994 150,632 816,586 967,2[l18 690,434 187,106 877,540 463,547 1,1p6,721 208,331 1,844,7
1995 179,896 1,044,845 1,224,461 580,7p0 242,107 82,807 486,760 1,254,635 356,173 P 047,5
1996 239,084 1,190,495 1,429,969 554,1[19 208,331 762,450 454,089 1,414,215 323,715 P, 192,0
1997 321,469 1,323,259 1,644,128 561,6p8 182,760 744,428 479,899 1,567,091 342,166 P 389, 1
1998 355,996 1,459,815 1,815,411 639,9p1 238,447 87B,438 5p3,628 1,498,959 471,662 P 694, 2
1999 358,094 1,632,846 1,990,960 740,39 228,835 96P,174 581,148 1,860,653 518,334 P, 960, 1
2000 411,810 1,772,432 2,184,342 640,5D8 330,271 97p,779 594,660 1, ,221 616,140 B,155,C
2001

Jan. 439,406 1,765,522 2,204,928 628,261 328,B37 957,088 66,511 1,964,824 590,680 B,162,C
Feb. 441,098 1,774,443 2,215,951 622,443 257,843 879,786  6p7,904 1,988,101 499,332 B,095,3
Mar. 435,325 1,826,170 2,261,4p6 628,584 236,293 864,877 611,018 1,980,762 534,593 ,126,3
Apr. 442,556 1,828,68p 2,271,2¢12 637,496 275,034 912,531 616,331 2,085,578 531,864  3,183,7
May 456,814 1,816,84p 2,273,6p6 651,737 347,405 999,142 627,624 2,012,228 602,945  3,272,7
June 462,820 1,815,505 2,278,325 644,990 340,195 945,186 6p6,485 2,025,935 611,090 3,263,°
July 489,148 1,809,221 2,298,369 674,3p7 319,316 99B,643 646,991 2,082,707 612,315 ,292,0
Aug. 476,029 1,799,599 2,275,6R7 685,984 337,091 1,02B,075 681,146 2,066,323 611,234 B,298,7
Sept. 482,907 1,849,181 2,332,388 688,366 308, [L65 997,031 640,547 2,046,957 641,616  B,329,1
Oct. 504,802 1,849,192 2,353,994 719,1Y5 316,810 1,035,985 647,212 2,477,673 665,094 B,389,9
Nov. 493,221 1,842,644 2,335,866 747,9%6 315,891 1,06B,847 680,284 2,101,328 668,100 B,399,7
Dec. 475,099 1,853,116 2,328,375 760,4P8 328,424 1,088,851 6B5,475 2,417,470 664,181 B,417,1
2002

Jan. 495,229 1,846,485 2,341,114 781,647 298,p01 1,099,648 623,393 2,146,918 651,050 [3,421,:
Feb. 495,352 1,841,180 2,336,431 795,7p1 310,p46 1,105,947 631,833 2,177,936 632,709 3,442,
Mar. 501,527 1,862,1. 2,363,6[/4 783,029 361,360 1,141,389 643,432 2,207,746 656,885 B,508,0

! Includes Central Bank of Malta, Deposit Money Banks, Other Banking Institutions (up to December 2000) and International Banki
Institutions (as from Januad995). All interbank transactions are excluded. From 1995, data are on an accrual basis.

2 Consists of Malta Government securities heldanks and bank advances to Government netted of Governmesitsle

3 These claims include domestic loans and overdrafts to private and parastatal bodies, investments in local non-Government secur
inland bills of exchage andpromissoy notes.

4 Excludes Malta Government deposits, balances belonging to non-residents as well as uncleared effects drawn on Deposit Mt
Banks.
5 Excludes Malta Government piesits and balances befing to non-residents.
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TABLE 1.7 MONETARY BASE AND MONETARY AGGREGATES

Lm thousands

Broad Mong (M3)3
Monetary Base (Mé) Narrow Money(M1) Quasi-Money
End of Banks'
Period |Currency| Dgposns Cu.rrency Demand Savingd Time Total
| 4 with the | Total n D its Total Deposity Deposits Total
Ssued | central Circulation| ~<POS"s P P
Bank
1990| 339,519 45,76p 385,281 330,305 54]133 384,438 260,691 3p6,532 §57,223 1|041,661
1991| 354,518 52,86f 407,380 344,342 62|347 406,689 310,302 4[15,943 126,245 1|132,934
1992| 350,611 78,498 429,109 337,635 701916 408,551 347,108 4p3,123 $30,231 1|238,782
1993| 364,018 67,178 431,186 353,28 71}805 42%,063 415,292 5p6,366 941,658 1|366,721
1994| 379,082 73,02b 452,107 365,910 97|637 463,547 462,441 644,280 1,106,721 1}570,268
1995| 367,444 80,02p 447,470 351,719 84|981 436,760 510,842 743,793 1,254,635 1]691,395
1996 380,246 71,62 451,873 362,048 92|021 454,089 537,269 8[6,946 1,414,215 1{868,304
1997 384,655 100,51l 485,166 363,765 116,134 479,899 574,125 02,966 1,667,091 2,046,990
1998| 390,911 115,196 506,107 369,493 1541135 528,628 545,131 13,828 1,698,959 4,222,587
1999| 418,485 124,786 543,271 384,593 196,555 581,148 637,402 23,251 1,860,653 4,441,800
2000| 423,188 141,27D 564,459 396,303 198,357 594,660 639,389 14,832 144,221 3,538,881
2001
Jan. | 412,74p 151,994 564,402 396,210 210,301 60p,511 630,511 34,313 1]964,824 2,571,33¢
Feb. | 413,868 154,376 568,339 393,1%4 214750 60f,904 634,277 1,453,824 1)988,101 2,596,00%
Mar. | 415,262 142,870 558,1B2 395,544 215|444 611,018 623,862 1,3p6,900 1,p80,762 2,591,780
Apr. | 421,757 150,629 572,385 402,297 2141034 616,331 6 D4,681 2,035,578 2,651,909
May | 426,201 157,537 583,788 405,512 222|112 627,624 6 D6,681 2,042,228 2,669,853
June| 429,727 129,375 559,102 411,395 218,090 626,485 643,177 1,382,758 2]025,935 2,652,42(
July | 434,378 147,841 582,214 413,340 233|631 646,991 639,827 1,392,880 2,p32,707 2,679,698
Aug. | 432,878 131,452 564,3P9 411,542 219|604 631,146 684,199 1,402,124 2,p56,323 2,687,469
Sept.| 429,428 138,417 567,444 413,5%4 226,993 64p,547 643,754 1,403,203 2]046,957 2,687,503
Oct. | 435,07¢ 112,06y 547,143 415,199 232|014 647,212 647,169 1,4p0,504 2,077,673 2,724,886
Nov. | 430,082 107,284 537,3p6 412,110 218[174 630,284 649,660 1,4p1,668 2,101,328 2,731,612
Dec. | 441,829 125,78P 567,618 418,887 216,588 63%,475 611,449 1,446,021 217,470 4,752,946
2002
Jan. | 433,286 130,034 563,320 413,797 209,596 62B,393 677,542 1,469,376 2]146,918 2,770,311
Feb. | 433,41 127,000 560,421 414,699 217,133 63|,833 683,418 1,494,518 2[177,936 2,809,76¢
Mar. | 436,99% 98,755 535,7p0 419,090 2241343 643,432 6 P0,033 2,207,746 2,851,178

! Monetay Base (MO) comrises currengissued and the banks'pdsits with the Central Bank of Malta (excluglt@rm dgosits).

2 Curreng issued coqrises currengin circulation and holdigs of national currenchy the banks in their tills.

3 All categories of deposits included in the Broad Money (M3) figure as shown in this Table are netted of Malta Government
deposits and balances betiing to non-residents.
4 Cheques and other items in the process of collection are deducted from demand deposits. Deposits of private and parastat
entities held with the Central Bank of Malta are included.
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TABLE 1.8 DEPOSITS WITH ALL BANKING INSTITUTIONS

1

Analysis ty Ownershp and Type
Lm thousands
Resident Deposits by Owner Resident Deposits by
End Type Total Non-
of Maltese | Foreign | Resident| Resident Total
. Corporate. Public . . - | Deposits
Period persondl . Governmenjt Lira Currency| Deposits| Deposits
Business Sectof ) A
Deposits | Deposits
1990 609,524 81,398 2,158 14,847 642(867 65]060 747,927 60,241 168,163
1991 681,830 84,192 1,815 14,732 702,698 79]861 782,559 78,584  $61,143
1992 766,751 107,243 2,029 15,519 793,705 97|837 891,542 118,074 1,009,616
1993 877,873 109,876 2,704 20,2%4 904,531 106176 1,010,707 139,558 1]150,265
1994 | 1,029,644 136,222 2,211 23,963 1,069,068 123,974 1,192,042 170,199 1}362,241
1995 | 1,170,64( 151,510 6,744 24,214 1,196,977 154,131 1,363,108 £36,180 1]589,288
1996 | 1,322,162 160,545 8,952 26,691 1,34%,124 173,226 1,518,350 $63,449 1}881,799
1997 | 1,466,011 190,603 10,000 30,148 1,513,978 184,784 1,896,762 $78,884 2,275,646
1998 | 1,615,056 206,658 11,839 32,788 1,674,107 194,234 1,466,341 1,076,060 4,942,401
1999 | 1,704,664 324,081 14,868 33,284 1,870,317 204,585 2,076,902 1,148,486 J,225,388
2000 | 1,786,77¢ 322,579 13,443 40,557 1,938,548 224,808 2,163,356 1,118,099 3,281,454
2001
Jan. | 1,799,728 335,254 13,085 51,10 1,97P,683 226,481 2,199,164 1[113,275 3,312,439
Feb. | 1,815,129 340,86( 13,203 51,202 1,991,280 229,153 2,420,433 1,061,458 3,281,892
Mar. |1,819,987 340,129 13,859 47,762 1,983,213 239522 2,2p1,735 40,501 3]062,236
Apr. 11,834,214 372,532 14,263 53,608 2,013,417 261,202 2,2/4,619 06,022 3]080,641
May [1,840,71Q0 359,214 13,551 69,144 2,014,908 265|712 2,282,620 14,543 3]097,163
June | 1,856,668 334,34] 13,059 64,461 2,004,576 263,940 2,268,516 24,462 3,092,978
Juy 11,862,559 346,872 14,162 62,711 2,024,348 259,959 2,286,307 28,700 3|115,007
Aug. (1,872,983 342,209 14,998 67,980 2,014,181 282992 2,2p8,173 20,812 3|118,985
Sept. (1,903,474 328,965 15,125 50,102 2,024,933 272,733 2,2p7,666 67,076 3|164,742
Oct 1,927,124 335,454 14,541 51,218 2,054,391 273,641 2,3p8,032 64,094 3]192,126
Nov. [1,908,070 353,583 13,822 41,360 2,061,326 281,494 2,342,820 72,462 3|215,282
Dec. | 1,955,731 348,594 12,521 31,759 2,06%,737 284,015 2,351,752 46,261 3298,014
2002
Jan. | 1,972,992 360,147 13,061 32,0019 2,085,279 291,941 2,378,220 58,350 3,336,570
Feb. ]1,990,994 380,154 12,761 32,6p4 2,118,760 297,886 2,416,646 73,442 3,390,088
Mar. 12,016,444 399,946 10,811 30,172 2,139,107 318,270 2,4p7,377 1,045,915 3503,292

! Includes Deposit Money Banks, Other Banking Institutions (up to December 2000) and International Banking Institutions (as
from Januay 1995). For theurposes of this Table, gesits include uncleared effects.

2 Includes bearer gesits.

3 Public sector companies are entities that are subject to control by Government, control being defined as the ability to
determinegeneral coporatepolicy.

4 Includes External Maltese Lira jolesits.
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TABLE 1.9 CURRENCY IN CIRCULATION

Lm thousands

Currency Issued and Outstanding Less Currency Currency in
End of Period R ] held by Banking Circulati)(;n
Notes Coins Total Systerﬁ

1990 330,715 8,804 339,519 9,214 330,30%
1991 344,933 9,580 354,513 10,171 344,34p
1992 340,144 10,467 350,611 12,976 337,63p
1993 352,590 11,423 364,013 10,755 353,258
1994 366,630 12,452 379,082 13,171 365,91pD
1995 354,109 13,335 367,444 15,665 351,77p
1996 366,297 13,949 380,246 18,178 362,068
1997 369,830 14,825 384,655 20,890 363,76p
1998 375,209 15,702 390,911 21,418 369,498
1999 401,999 16,486 418,485 33,893 384,598
2000 405,713 17,476 423,188 26,885 396,308
2001

Jan. 395,514 17,235 412,749 16,539 396,210
Feb. 396,788 17,076 413,863 20,709 393,15¢
Mar. 398,183 17,079 415,262 19,688 395,574
Apr. 404,502 17,254 421,757 19,460 402,297
May 408,935 17,266 426,201 20,689 405,512
June 412,284 17,442 429,727 18,331 411,39
July 416,685 17,688 434,373 21,013 413,360
Aug. 415,014 17,864 432,878 21,336 411,542
Sept. 411,542 17,886 429,428 15,874 413,554
Oct. 417,163 17,913 435,076 19,877 415,199
Nov. 412,309 17,773 430,082 17,972 412,11
Dec. 423,835 17,994 441,829 22,942 418,887
2002

Jan. 415,470 17,816 433,286 19,489 413,797
Feb. 415,524 17,888 433,412 18,712 414,69P
Mar. 419,238 17,757 436,995 17,906 419,090

1 As from Decembel998, the Notes figure in the Central Bank of Malta balance sheet, which is also shown in this Table
includes demonetised notes. As a result it differs from the Notge fin Table 1.10.

2 For the purpose of this classification, the banking system includes the Deposit Money Banks, Other Banking Institutions (up to
December 2000) and the International Bagkirstitutions (as from Januad995).
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TABLE 1.10 DENOMINATIONS OF MALTESE CURRENCY
ISSUED AND OUTSTANDING

Lm thousands

End of | Total Notes Currency Notes
Period | & Coins' Lm20 Lm10 Lm5 Lm2 Lm1 Total
1990 339,519 143,772 154,214 27,325 4,641 723 330,715
1991 354,513 147,013 165,736 26,666 4,833 685 344,933
1992 350,611 112,591 195,027 26,77p 5,092 662 340,144
1993 364,013 118,509 202,241 26,036 5,170 634 352,590
1994 379,082 122,770 211,079 26,966 5,816 - 366,630
1995 367,444 121,395 201,474 25,51p 5,790 - 354,109
1996 380,246 123,243 210,985 26,210 5,899 - 366,298
1997 384,655 118,144 219,736 25,858 6,099 - 369,832
1998 390,911 109,720 234,117 24,171 5,793 - 373,804
1999 418,485 108,626 259,366 27,738 6,270 - 402,000
2000 423,188 107,902 264,170 27,168 6,473 - 405,713
2001
Jan. 412,749 107,317 256,89p 24,959 6,342 - 395,514
Feb. 413,863 107,375 257,886 25,110 6,417 - 396,788
Mar. 415,262 107,553 258,584 25,538 6,513 - 398/183
Apr. 421,757 108,073 263,554 26,233 6,63 - 404/502
May 426,201 108,607 266,892 26,707 6,72p - 408935
June 429,727 108,864 269,583 27,038 6,799 - 414,284
July 434,373 109,198 273,008 27,578 6,907 - 416|686
Aug. 432,878 108,898 271,724 27,488 6,906 - 415|014
Sept. 429,428 108,627 269,10p 26,979 6,828 - 411,543
Oct. 435,076 108,798 274,51] 27,071 6,777 - 417|163
Nov. 430,082 108,282 271,504 25,967 6,55p - 412|309
Dec. 441,829 108,832 280,699 27,64 6,696 - 423[834
2002
Jan. 433,286 108,222 275,02p 25,740 6,480 - 415,471
Feb. 433,412 107,981 275,327 25,750 6,444 - 415,524
Mar. 436,995 108,529 277,614 26,478 6,619 - 419|239

! The denominations of coins consist of Lml, 50c (cents), 25¢, 10c, 5¢, 2¢, 1c, 5m (mils), 3m and 2m.
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TABLE 1.11 DEPOSIT MONEY BANK LIQUIDITY !

Lm thousands

End Liquid Assets Ratios (%)
of Actual Reguired Excess lguidity Advance8
Period  Total Local Total Local Total Local Total Localto Deposits
1990| 274,941 107,264 150,767 55,864 124,174 514710 6.5 15.5 66.6
1991| 287,661 132,918 171,073 62,197 116,p88 701716 33.6 17.1 62.8
1992| 367,586 148,126 199,401 76,726 168,185 714400 6.9 15.4 60.8
1993| 364,351 183,054 240,800 88,897 123,51 94{157 0.3 16.5 62.6
1994| 503,859 259,348 279,995 105,060 223,04 154,288 6.0 19.7 60.0
Liquid Assets Ratios (%)
Net Short-tern
Period . L 3 A Advances to
Actual Required Excess Liabilities Liquidity i
Deposits
1995 396,803 307,172 89,631 1,023,907 38.9 708
1996 498,944 346,358 152,586 1,154,527 43.9 72{0
1997 526,117 362,841 163,276 1,209,469 43.9 71{0
1998 596,848 381,630 215,218 1,272,100 46.9 7244
1999 694,529 459,454 235,075 1,531,51p 453 7148
2000 680,572 491,273 189,299 1,637,576 41.4 76{1
2001
Jan. 666,449 482,163 184,284 1,607,211 411 80(5
Feb. 665,232 478,375 186,857 1,594,584 41.1 79]8
Mar. 680,293 455,222 225,071 1,517,408 44.8 82.¢4
Apr. 734,736 468,383 266,353 1,561,27Y 47.1 81.p
May 784,669 472,516 312,153 1,575,054 49.8 81.1
June 786,257 480,868 305,389 1,602,892 49.1 81|9
July 820,433 490,664 329,769 1,635,547 50.2 80.F
Aug. 813,630 506,823 306,807 1,689,409 48.2 80.[L
Sept. 930,243 508,223 422,021 1,694,07% 54.9 82.p
Oct. 885,887 518,814 367,073 1,729,38D 51.2 81p
Nov. 894,471 524,381 370,090 1,747,938 51.2 80.p
Dec. 899,098 524,456 374,642 1,748,188 51.4 80J7
2002
Jan. 901,722 531,712 370,010 1,772,313 50.9 79(5
Feb. 918,821 517,718 401,103 1,725,727 53.4 78J0
Mar. 927,296 528,333 398,963 1,761,100 52.7 77Pp

1 Up to September 1990, Deposit Money Banks were required to hold an amount equivalent to 25% of their total deposit
liabilities in the form of specified liquid assets. In October 1990, the required minimum total liquidity ratio was
reduced to 20%. Consequently, the required minimum local liquidity ratio was reduced from 12.5% to 8% of local deposit
liabilities. As from 15 November 1994, Banking Directive No. 5 established a minimum of 30% liquid asset ratio, net of
deductions. Includes HSBC Home Loans (Malta) Bank Ltd as from Ja20@t.

2 Includes also inland and fogi bills of exchage andpromissoy notes. Local uncleared effects are deducted frqsits.

3 These consist of all short-term liabilities to banks and customers net of loans received under repurchase agreements against
liquid assets, gmsitspledged as securitand 50% of items in course of collection.
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TABLE 1.12 DEPOSIT MONEY BANK LIQUID ASSETS !

Lm thousands

Other Specified Assets Maturifg
End of Cash and Deposifs o Total
Period within 5 Yeard
Local Forajn Local Forain Local Forain
1990 23,083 151,992 84,181 15,68p 107,2p4 167,677
1991 24,153 122,743 108,760 32,006 132,913 154,748
1992 43,019 155,983 105,107 63,47[7 148,1p6 219,460
1993 26,353 71,611 156,701 109,686 183,0p4 181,p97
1994 131,837 97,075 127,517 147,436 259,348 244 511
. Cash and DepositL i | Marketable Debt o
Period ) 4 Treasury Bills Interbank Deposits . Total Liquid Assets
with CBM Securitied
1995 21,565 30,142 61,887 283,209 396,808
1996 20,264 67,173 70,741 340,766 498,941
1997 26,359 26,791 55,462 417,505 526,117
1998 31,064 33,110 47,280 485,394 596,848
1999 50,995 75,929 67,768 499,837 694,520
2000 33,512 116,818 68,865 461,377 680,572
2001
Jan. 45,789 81,676 56,772 482,212 666,449
Feb. 39,116 75,471 50,241 500,404 665,232
Mar. 30,541 83,762 72,165 493,825 680,298
Apr. 44,708 115,943 115,741 458,344 734,73p
May 55,103 92,214 120,707 516,645 784,669
June 28,517 95,548 113,517 548,674 786,237
July 32,113 124,357 113,524 550,439 820,438
Aug. 32,962 129,387 90,447 560,834 813,63p
Sept. 26,675 144,350 182,254 576,964 930,243
Oct. 42,716 170,653 70,875 601,643 885,88]7
Nov. 36,129 178,923 70,935 608,484 894,47
Dec. 59,754 135,845 115,894 587,605 899,098
2002
Jan. 87,954 146,026 93,367 574,374 901,742
Feb. 98,555 158,674 102,891 558,701 918,831
Mar. 95,008 154,141 100,071 578,076 927,296

! Includes HSBC Home Loans (Malta) as from Jap2801.

2 Includes cash in hand, working balances with Central Bank of Malta, money at call, net balances, savings and time deposits
with other banks and other fogaiinvestments.

% Includes Treasury bills and other Government securities maturing within five years, and eligible bills of exchange and
promissoy notes, netted of refinangjiy the Central Bank of Malta.

4 Excludes balances held as reservesis.

® Includes securities issued or guaranteed by governments, supranational institutions or other institutions, discounted on the
basis of credit risk and remaigiterm to maturi.
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TABLE 1.13 DEPOSIT MONEY BANK LOANS AND ADVANCES
OUTSTANDING BY MAIN SECTOR *

Lm thousands

Endof|  Public [ AllBanking [ Agriculture Mangfactur_lng, Building & Hotel, Wholesale &
. . 5 ) . Shiprepair/ . Restaurant & .
Period| Utilities Institutions” | & Fisheries L Construction . Retail Trades
Shipbuilding Tourist Trade$

1990 33,726 84,481 4,484 112,838 22,341 34,841 76)991
1991 42,597 59,455 5,872 115,65 24,802 28,857 84]520
1992 29,388 84,178 5,097 125,51p 27,6£2 28,924 95)364

T t Manufacturi Hoel 1\ olesald
End of| Energy] ranspor | Al Banking Agriculture anutaciuring Building & | Restaurang olesal

. Storage & e ) . Shiprepair/ ) . & Retail
Period| & Water _ ~|institution€ | & Fisheries| S Constructior) & Tourist
Communicatior Shipbuilding Trades Trades

1993 | 30,367 22,872 108,89 5,571 149,018 28,071 30,288 103,810
1994 | 32,599 24,584 118,957 7,052 161,392 43,827 38,072 1B7,453
1995 | 80,819 54,998 65,561 8,560 188,815 65,489 79,242 181,810
1996 | 86,861 63,644 55,393 11,472 204,026 73,690 110,271 2p8,301
1997 | 98,105 69,171 45,734 10,795 205,140 71,693 154,104 2p4,161
1998 | 106,90( 76,025 58,077 10,627 195,911 82028 110,185 243,464
1999 | 108,906 75,977 43,186 10,305 196,285 96,482 204,228 267,183
2000 | 101,084 98,396 53,591 19,004 210,911 98362 235,703 285,419
2001
Jan. 98,504 102,751 54,508 11,175 203,726 97{450 239,472 376,329
Feb. 96,944 115,408 55,87p 11,191 201,365 98499 239,961 278,111
Mar. |100,53Q 118,290 57,901 10,874 203,538 94,638 243,393 2P5,681
Apr. (103,494 118,725 89,22( 11,116 205,815 94,p65 242,297 2P2,366
May | 97,290 118,774 93,910 10,359 203,076 88,808 239,062 296,435
June | 92,71 116,955 95,17p 10,546 201,723 87(824 289,451 495,911
July | 89,032 115,343 96,65( 10,563 201,496 84,p21 239,066 2p5,232
Aug. | 88,460 112,326 99,467 11,224 203,855 86,864 234,516 2p2,473
Sept. | 88,591 107,127 101,02 11,781 205,689 90(685 286,658 302,352
Oct. 87,851 102,056 101,75 11,692 207,247 89,522 240,455 301,084
Nov. | 87,678 107,019 101,444 10,194 203,641 85,[781 238,693 2p7,402
Dec. | 95,225 107,097 101,419 10,374 202,597 85169 245567 295,397
2002
Jan. 91,87 109,772 100,35p 10,206 201,793 85|928 246,248 294,250
Feb. 91,399 106,819 98,192 10,202 204,989 86287 247,579 291,394
Mar. | 91,078 109,065 103,23( 10,483 207,098 89,686 248,797 309,334

! Includes HSBC Home Loans (Malta)Bank Ltd as from January 2001.

2 Includes Deposit Money Banks, Other Banking Institutions (up to December 2000) and International Banking Institutions (as
from Januay 1995).
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TABLE 1.13 DEPOSIT MONEY BANK LOANS AND ADVANCES

OUTSTANDING BY MAIN SECTOR * (Continued)

Lm thousands

Personal
IEnqo House Consumer All Other Total I_.ocal Fore!gn Total
eriod Durable Other Total Lending | Lending
Purchases
Goods
1990 13,448 1,827 14,470 29,745 53,836 453,283 2,547 455,83(
1991 12,626 2,296 28,086 43,008 67,727, 472,195 8,116 480,311
1992 15,374 3,677 34,917 53,868 79,704 529,317 9,850 539,167
Personal
End of Consumer Othe? Total Local| Foreign
period| 1°US® | Durable Other Total | Services All Gther Lending | Lending Total
Purchase$ 5
Goods
1993 16,055 3,539 | 38,791 58,385 16,612 62,787 626,677 5,925 632,602
1994 35,531 8,977 | 19,547 64,055 22,331 56,093 705,874 6,344 712,218
1995 46,424 22,882 | 21,951 91,256 36,670 82,438 935,659 13,546 949,205
1996 60,553 32,934 | 29,163 122,650| 46,113 95,315| 1,077,639 13,970 1,091,606
1997 78,443 35,966 | 25,988 140,397| 54,456 113,555 1,187,172 14,340 1,201,512
1998 91,733 44,627 | 26,324 162,684 60,829| 125,524 1,292,314 5,205| 1,297,519
1999 | 121,019 49,883 | 39,371 210,273| 79,946| 133,518| 1,426,289 7,418| 1,433,707
2000 | 133,317 51,423 | 52,024 243,833| 65,828 161,752| 1,573,942 8,956| 1,582,898
2001
Jan. 263,047 51,159 | 65,703 384,626 74,670| 156,779| 1,699,990 11,273| 1,711,263
Feb. 261,723 52,918 | 61,243 382,590\ 72,874| 155,014 1,707,833 10,727| 1,718,560,
Mar. 272,563 52,981 | 64,05¢ 397,730 87,587| 150,937| 1,761,003 10,666| 1,771,669
Apr. 274,074 52,832 | 65,040 398,722| 84,029 151,652 1,792,401] 11,883| 1,804,284
May 277,255 52,241 | 67,858 404,084 76,609 157,207| 1,785,615 8,728| 1,794,343
June 281,761 51,256 | 70,253 410,101 73,183| 162,606| 1,786,189 11,894| 1,798,083
July 285,560 50,718 | 71,103 413,801 76,020| 159,814 1,781,938 12,232| 1,794,170
Aug. 287,997 50,230 | 70,96(Q 415,430 69,088| 164,117| 1,777,819 12,451 1,790,270,
Sept. | 295,721 49,842 | 81,582 427,145 72,700| 184,124| 1,827,880 8,026] 1,835,906
Oct. 299,619 49,926 | 86,248 435,793 72,351| 180,040| 1,829,791 14,985| 1,867,390
Nov. | 302,801 49,487 | 84,112 436,399 78,615| 179,135 1,826,006 17,389| 1,843,395
Dec. 306,722 48,704 | 87,014 442,442 75,556| 179,320 1,840,163 20,444 1,860,607
2002
Jan. 309,17( 47,685 | 87,161 444,016 70,151| 177,807| 1,832,397 20,031| 1,852,428
Feb. 312,384 46,956 | 85,997 445,338 66,413| 177,544| 1,826,155 21,038| 1,847,193
Mar. 320,532 46,464 | 88,671 455,673| 71,267| 155,733| 1,851,304 22,476| 1,873,780

! Includes HSBC Home Loans (Malta) Bank Ltd as from Jan2@@1.

2 Includes also lendinfor the construction, modernisation or extension of dwgsilin
% Includesprofessional, rpair and maintenance services.
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TABLE 1.14 OTHER BANKING INSTITUTION LOANS AND
ADVANCES OUTSTANDING BY MAIN SECTOR *

Lm thousands

. Hotel,
End of Public All Banking | Agriculture ManL.Jfactur.lng Building & | Restaurant & Wholesale &
. . o i . Shiprepair/ . . .
Period Utilities Institutions | & Fisheries R Construction|  Tourist Retail Tradeq
Shipbuilding
Trades
1990 - - 471 14,102 - 14,797 1,594
1991 6,533 - 202 17,949 776 21,897 3,0P3
1992 13,539 - 182 20,418 1,424 27,114 3,520
. Hotel,
End off Energy Transport, A”. Agriculture Mangfactur!ng Building & RestaurantW holesgle
. Storage & Banking i . Shiprepair/ . .. | &Retalil
Period| & Water L o & Fisherieq . .. |Construction & Tourist
Communicatior] Institutions Shipbuilding Trades
Trades

1993 - 23,534 - 302 23,590 - 33,8[L6 5,7P3
1994 6,599 29,739 - 436 21,171 - 38,364 7,154
1995 - 17,213 - 379 9,629 539 25,040 2,622
1996 - 16,698 - 360 8,759 687 24,102 2,718
1997 - 9,496 - 463 8,088 612 20,385 2,826
1998 - 8,220 - 476 8,144 515 20,195 2,396
1999 - 4,409 2,074 460 8,084 373 16,655 1,945
2000
Jan. - 4,409 2,046 437 8,130 356 16,552 1,006
Feb. - 4,381 2,043 433 8,120 355 16,535 1,p33
Mar. - 3,922 2,030 445 8,368 395 16,364 2,004
Apr. - 3,922 1,992 383 7,765 394 15,479 1,993
May - 3,922 2,035 379 7,992 392 15,188 1,958
June - 5,203 2,051 379 7,991 373 15,26 1,026
July - 3,891 2,025 379 7,600 372 15,922 1,882
Aug. - 3,861 2,009 375 7,660 297 15,388 1,829
Sept. - 3,962 1,992 385 7,458 262 15,209 1871
Oct. - - 1,949 22 1,098 175 3,064 220
Nov. - - 1,982 23 1,094 175 3,020 226
Dec. - - 2,034 22 1,257 174 2,723 213

1 This Table was discontinued as from Jag2001.
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TABLE 1.14 OTHER BANKING INSTITUTION LOANS AND
ADVANCES OUTSTANDING BY MAIN SECTOR * (Continued)

Lm thousands
Personal

End. of House | Consumer All Other | TO® I_.ocal FOreign | and Total

Period Durable Other Total Lending | Lending
Purchased
Goods

1990 63,880 22 133 64,034 7,978 102,978 70,152 173,130

1991 71,801 16 139 71,954 15,026 137,362 81,114 218,476

1992 78,913 11 168 79,094 17,542 162,835 87,187 250,022

Personal Total
End of 2 Consumef Othef All Local Foreign| Grand
Period Hous Durable Other Total | Serviced Other . Lending" Total
Purchases| .4ds Lending

1993 82,830 16 120 82,966 2,412 7,063 179,706 79,287  2%8,993
1994 84,500 16 68 84,584 4,822 7,957 201,426 %040 206,466
1995 86,135 38 72 86,245 1,841 3,072 146{937 86,619 233,556
1996 90,613 62 142 90,817 1,924 2,810 148,912 24p,450 394,362
1997 95,247 52 130 95,4P9 1,987 3,103 142,089  44f,503 589,592
1998 103,321 77 88 103,486 1,141 2,p46 144,119 60p,667 754,786
1999 103,070 92 190 103,3p2 1,%04 41767 143,623 815,458 959,081
2000
Jan. 103,514 96 273 103,882 1,467 5{700 144,885 812,518 9b7,403
Feb. 104,021 91 415 104,5p7 1,369 6190 144,886 812,948  9b8,834
Mar. 117,464 74 2,486 108,87 1,382 5,638 149,325 78p,357 929,682
Apr. 120,650 62 3,376 109,841 1,352 5,p17 149,138 80D,690 949,828
May 109,547 88 1,074 110,709 1,483 5,b06 149964  80f,963  9%7,927
June 111,388 84 1,38¢ 112,458 1,p62 41856 152,625 728,149 80,774
July 112,442 80 1,683 114,2p4 1,242 4,898 154,015 893,479 1,045,494
Aug. 113,845 75 2,039 115,9p9 1,212 5,p98 153,888 901,224 1,0p5,112
Sept. 117,464 74 2,484 120,24 1,19 5|515 157,897 8§3,621 1,d41,518
Oct. 118,853 68 2,884 121,8p5 85 5,883 134301 898,902 1,028,203
Nov. 119,376 66 3,103 122,545 84 4,742 133|891 930,404 1,064,294
Dec. 120,650 62 3,374 124,088 84 4,400 134,995 95D,923 1,085,919

1 T his T able was discontinued as from January 2001.

2 Includes also lending for the construction, modernisation or extention of dnellings.
% Inclues professional, repair and maintenance services.
4 Asfrom January 1995, inclutes lending by International Banking Institutions.
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TABLE 1.15 LOANS AND ADVANCES OUTSTANDING
TO THE PRIVATE AND PUBLIC SECTORS BY CATEGORY *

Lm thousands

End Energy and Water Transport, S'tora}ge ang Agriculture and Fisherigs Manufacturing
of Communication
Period Private Public Private Public Private Public Private Public
Sector Sector Sector Sector Sector Sector Sector Sector
1996 808 86,059 15,512 64,830 11,615 217 131,073 17,594
1997 928 97,171 17,045 61,622 11,030 188 131,061 21,707
1998 1,080 105,82 31,877 52,368 10,949 154 132,174 24,154
1999 910 107,994 33,107 47,279 10,765 - 134,583 22,999
2000 492 100,591 46,3%8 52,038 19,026 - 154|127 11,204
2001
Mar. 506 100,024 60,143 58,147 10,874 - 141,825 16,214
June 509 92,201 60,894 56,061 10,546 - 134,976 22,214
Sept. 703 87,884 50,535 56,592 11,781 - 135,840 24,321
Dec. 931 94,294 48,637 58,460 10,357 17 136,204 23,421
2002
Mar. 944 90,134 43,646 65,419 10,459 24 137,214 25,099
Shipbuilding and Building and Hotel, Restaurantand Wholesale and Retail
End . . . .
of Shiprepair Construction Tourist Trades Trades
Period  Private /Public Sector Private Public Private Public Private Public
Sector Sector Sector Sector Sector Sector
1996 64,113 71,200 3,077 131,948 2,425 210,967 52
1997 60,460 69,231 2,974 171,964 2,525 226,681 6
1998 47,781 79,743 2,800 188,312 2,068 245,854 6
1999 46,787 94,189 2,666 218,053 2,830 269,119 9
2000 46,897 95,986 2,550 234,178 4,253 285,6pR7 5
2001
Mar. 46,578 91,952 2,586 239,095 4,298 295,681 -
June 45,633 85,824 2,000] 235,285 4,166 295,911 -
Sept. 46,587 90,685 - 232,862 3,796 301,714 634
Dec. 43,221 85,169 - 241,877 3,690 295,004 395
2002
Mar. 45,815 89,581 5 245,204 3,593 309,165 169
End Other Services All Other Total Local Lenglin
of Personal Private Public Private Public Private Public Total
Period Sector Sector Sector Sector Sector Sector
1996 213,467 37,851 10,186 93,483 4,642 921,650 249,505 1,171,155
1997 235,826 47,722 8,721 111,191 5,467 1,026,214 257,314| 1,283,526
1998 266,170 54,748 7,822 124,735 3,735 1,139,090 243,266| 1,382,356
1999 313,625 72,137 9,313 136,060 2,225| 1,285,929 238,723| 1,524,652
2000 367,921 60,861 5,051 163,447 2,705 1,431,641 221,671| 1,653,312
2001
Mar. 397,730 82,336 5,251 152,591 2,809| 1,475,319 233,323| 1,708,642
June 410,101 65,788 7,395 163,616 3,058| 1,465,624 230,555| 1,696,179
Sept. 427,144 65,111 7,589 179,011 6,485 1,497,894 231,387| 1,729,285
Dec. 442,442 65,936 9,620 174,835 5,778 1,503,684 236,602| 1,740,286
2002
Mar. 455,673 62,215 9,052 151,237 6,459| 1,507,649 243,454| 1,751,103

1 Loans and advances extended by Deposit Money Banks, Other Banking Institutions (up to December 2000) and International
Banking Institutions (as from January 1995). Public sector companies comprise entities that are subject to control by
Government, control begdefined as the abilitto determinegeneral coporatepolicy.
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TABLE 1.16 DEPOSIT MONEY BANK LOANS AND ADVANCES
CLASSIFIED BY SIZE AND INTEREST RATES

Lm thousands

Size of Loans and Advancés
End of Period Over 10,000 to| Over 100,000 tq
Up to 10,000 100,000 500,000 Over 500,000
1991 Amount 50,248 107,285 90,773 232,00p
Interest Rate 7.25 7.66 7.46 6.64
1992 Amount 56,552 125,587 99,836 257,19p
Interest Rate 7.24 7.71 7.55 6.63
1993 Amount 62,835 134,049 117,056 318,66R
Interest Rate 7.49 7.92 7.79 6.53
1994  Amount 75,537 156,107 133,338 347,230
Interest Rate 7.60 7.99 7.90 6.61
1995 Amount 97,779 213,428 210,382 427,616
Interest Rate 7.89 8.06 7.96 6.89
1996 Amount 109,048 249,555 237,482 493,517
Interest Rate 8.03 8.35 8.34 7.13
1997 Amount 102,780 279,156 249,94( 555,127
Interest Rate 7.95 8.40 8.47 7.33
1998 Amount 111,377 325,711 282,194 578,241
Interest Rate 8.01 8.37 8.51 7.34
1999 Amount 158,395 414,316 324,357 664,447
Interest Rate 7.43 7.58 7.61 6.44
2000 Amount 177,667 426,915 335,629 642,697
Interest Rate 7.38 7.31 7.29 6.44
2001
Mar. Amount 260,229 492,134 342,367 676,939
Interest Rate 7.28 7.54 7.72 6.54
June Amount 219,371 471,836 348,328 758,5b3
Interest Rate 7.14 7.38 7.64 6.04
Sept. Amount 222,928 487,794 351,257 773,996
Interest Rate 6.93 7.16 7.49 5.81
Dec. Amount 222,816 497,281 351,893 788,641
Interest Rate 6.70 6.87 7.22 5.5(
2002 Interest Rate
Mar. Amount 224,502 511,821 355,654 781,832
Interest Rate 6.47 6.44 7.02 5.24

1 For the purpose of this classification, these include loans and advances extended to residents and non-residents in domestic
and foreign currencies. Interest rates are weighted averages of each size group. Includes HSBC Home Loans (Malta) Bank
Ltd as from Janugr2001.

2 Figuresquoted in headmare actual fiures, while those in the rest of the Table are in Lm thousands as indicated.
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TABLE 1.17 OTHER BANKING INSTITUTION LOANS AND
ADVANCES CLASSIFIED BY SIZE AND INTEREST RATES'

Lm thousands

Size of Loans and Advancds
End of Period Over 10,000 tg Over 100,000 tp
Up to 10,000 100,000 500,000 Over 500,000 Total
1991 Amount 61,280 21,205 25,115 110,876 218,476
Interest Rate 6.94 7.50 7.8Q 8.3B 7.80
1992 Amount 67,581 25,883 25,644 130,910 250,022
Interest Rate 6.96 7.57 7.64 7.5B 7.39
1993 Amount 71,826 26,920 27,975 132,272 258,993
Interest Rate 7.01 7.79 7.32 6.0p 6.64
1994 Amount 72,419 26,430 23,594 84,019 206,466
Interest Rate 7.01 7.83 7.99 7.2 7.33
1995 Amount 71,733 23,374 11,961 40,410 147,478
Interest Rate 7.02 7.77 8.01 7.0 7.22
1996 Amount 72,239 27,013 11,213 38,914 149,379
Interest Rate 7.01 7.83 8.14 7.01L 7.24
1997 Amount 72,449 30,590 10,607 28,2114 141,860
Interest Rate 7.02 7.79 8.10 7.0p 7.28
1998 Amount 73,437 37,087 11,131 25,775 147,430
Interest Rate 7.03 7.72 8.1(Q 7.1p 7.31
1999 Amount 68,447 56,062 8,418 18,340 137,788
Interest Rate 6.40 6.65 7.61 6.5B 6.58
2000
Mar. Amount 68,399 45,874 8,578 19,63p 142,491
Interest Rate 6.40 6.80 7.58 6.5B 6.62
June Amount 68,215 49,517 8,402 19,799 145,893
Interest Rate 6.41 6.73 7.51 6.51L 6.9
Sept. Amount 68,447 56,062 8,418 18,349 151,302
Interest Rate 6.40 6.65 7.61 6.5B 6.58
Dec. Amount 68,040 57,032 1,660 2,60[ 129,366
Interest Rate 6.40 6.52 8.37 7.3B 6.50

! This Table was discontinued as from January 2001. For the purpose of this classification, these include loans and advances
extended to residents and non-residents in domestic and foreign currencies. Interest rates are weighted averages of each siz
group.

2 Figuresquoted in headigs are actual §ures, while those in the rest of the Table are in Lm thousands as indicated.
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TABLE 1.18 FINANCIAL MARKET RATES

2001 2002
1999 1994 1997 1998| 1999| 2000
Mar. | Jungd Sepj. De¢. Mar.
INTEREST RATES *
Central Bank
Discount Rate 55D 55 550 5%0 4[5 475 4.75 |4.754.50|4.25 |4.00
Central Intervention Rafe - - - 545 | 4.75| 479 4.7p 4.5 450 4p5 40
Repurchase Agreements
Term DepositRate3 4,94] 5.01| 5.22 543 4.7p 4.2 4]73 4.73 4.74 #.22 B.95
Reverse Reo Rate™ ° 5.50| 5.40| 550 559 4.8p 440 480 480 4.55 429 4.29
Standly (Collateralised) Loan
Facility * 6.00| 6.00| 6.000 6.00 5.3p 530 530 H30 %05 $#.80 4.55
Overniht Deposit Faciliy ® 2.50] - - - 180 1.80 1.8p 1.0 1.5 1.80 4.b5
Reserve Rguirements Remuneration 250 270 20 270 34.70 pR.70 |2.70( 2.70} 2.70q 2.70| 2.70
Interbank Market Offered Rates
1 week - - 5.26] 554 4.74 4718 4f7 476 450 4.25 3.95
1 month - - 5.38] 5.7 4.7% 4.90 4.Pp0 490 490 490 4.90
3 month - - 5.51| 5.9 5.2Y 5247 5.p7 527 H27 %27 8.27

Deposit Money Banks’

Weighted Average Deposit Rate 4100 4.p4 439 442 $.32 |4.17 | 4.20[ 4.14 4.12 3.9 3.81
Current 0.14 0420 137 14p 111 1B2 133 [.11 pP.90 (1.48 [1.05
Savings 3.00 3.01 3.0 3.4 281 2b2 458 P59 [2.47 [2.22 [1.98
Time 5.0l 5.29| 539 53% 543 525 525 %26 $.25 K98 p.00

Weighted Average Lending Rate 749 7.p3 8J04 d4.08 ¥.28 (7.23 |7.08] 7.0] 6.7% 6.50 6.28

Government Securities

Treasuy Bills’
1 month -|5.00f 519 543 505 4.85 4|86 4.86 4#.85 K4.80 K.10
3 month 494 501 52% 549 495 4Pp0 495 b.04 p.04 (4.53 (4.04
6 month 5.14 5.30 5.3:1; 550 497 4p4 H02 bp.08 b.09 |5.04 |4.75
1 year 534 540 540 55 512 5p3 H06 p.08 .08 |5.08 |4.40
Government StocRs
1 year 5.0( - - - -1 499 5.0 5.01 5p4 447 4p5
5 year 6.6Q0 6.6 6.82 580 546 5PB3 H50 p.49 .46 |5.40 |5.56
10 year 708 723 7.26 6.0 55%5 599 .09 p.07 [6.21 [6.15 [5.90
15 year 749 7.6 647 6.03 6J39 4§.44 p.49 [6.49 [6.44 [6.14
20 year - - - | 6.86] 6.14 6.6p 6.60 6J60 6|60 4.55 .40

MALTA STOCK EXCHANGE SHARE INDEX |100Q 1004 1050 1211 3278 336 2818 2p00 4257 »200 2118
1 End of period rates impercentae per annum.

2 |nstituted on 30 Aprill998 with a maximum injection ceiling and an absorption floor of +5 and -5 basis pointgivespeAs from June
1999, ag chame in the central intervention rate is automaticalhtched ¥ a similar chage in the discount rate.

3 From Juy 1999 the tenor of instruments auctiongdhe Bank was increased from /sldo 14 dgs.

4 Offered in terms of Section 15(i)k of the Central Bank of Malta Act, 1967.

% As from 15 July 1996, the Central Bank of Malta ceased paying interest on overnight call account balances. An overnhigtilitgposi
was reintroduced on 9 fiember 1999.

¢ Rates on resident Maltese lira deposits and loans extended to residents in local currency. The weighted average raiesiis time de
calculated on time gesits with a ongrear maturi.

"Treasury bill primary market weighted average yields. Treasury bills are classified by original maturity.
8 Gross redeption yields on indicative stocks. Periogesified refer to remainterm to maturit.
9 Different terminolgy is beirg applied by the Central Bank of Malta to the classification of these items.
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TABLE 1.19 NET FOREIGN ASSETS OF THE BANKING SYSTEM *

Lm thousands

Central Bank of Malta
Foreign Assets
End of Governmerf Total
Period ) IMF- Total .Forc.el_gn Net (A) & Parastéta (A+B)
, | Convertible| ) Liabilities Companie$
Gold Currencies Related Foreign (B)
Assets’ Assets

1990 12,979 380,527 33,618 427,124 - 427,124 17,6B9 444,763
1991 6,437 366,822 37,17% 410,434 - 410,434 16,4p1 424,885
1992 9,101 435,857 30,061 475,009 - 475,019 17,2111 492,230
1993 10,216 490,358 32,82f 533,401 - 533,401 16,0p4 549,495
1994 7,314 577,501 32,829 617,644 - 617,644 72,7p0 690,434
1995 3,596 471,090 34,007 508,6P3 - 508,693 72,0p7 580,700
1996 3,646 468,523 36,408 508,577 - 508,577 45,542 554,119
1997 1,311 501,379 38,912 541,6p2 - 541,602 20,0p6 561,668
1998 688 598,874 40,429 639,9p1 - 639,991 - 639,991

1999 737 704,084 35,517 740,389 - 740,839 - 740,339

2000 452 606,771 36,94 644,163 3,654 640)508 - 640508
2001

Jan. 406 593,415 36,978 630,7P9 2,548 628(251 1 629,251
Feb. 525 588,841 37,352 626,71L7 4,274 622)443 . 622,443
Mar. 524 593,656 37,444 631,625 3,041 628,684 - 628584
Apr. 435 602,438 37,426 640,300 2,803 637,496 - 637{496

May 533 614,350 38,340 653,223 1,486 651,37 - 651{737

June 489 609,264 38,10p 647,853 2,868 6441990 : 644,990
July 531 637,088 37,804 675,427 1,100 674,827 - 674|327
Aug. 534 649,545 37,837 687,916 1,932 685,p84 - 685984
Sept. 566 654,187 37,812 692,564 3,69 688|866 . 688,866
Oct. 527 682,931 37,824 721,281 2,104 719075 - 719|175
Nov. 462 710,357 38,1671 748,986 1,030 747,p56 - 747]956
Dec. 629 721,936 37,861 760,428 0 760,428 - 760428

2002

Jan. 697 743,818 38,10b 782,6R1 974 781|647 . 781647
Feb. 596 760,396 38,218 799,211 3,51( 795]701 - 795,701
Mar. 601 747,664 38,191 786,4%6 3,421 783,029 - 783)029

1 On accrual basis
2 Includes small amounts of otharecious metals.
3 Include IMF reserveosition and holdigs of SDRs.

4 Customers' foreign currency deposits and sinking funds are held with the Central Bank of Malta, while other official funds
are held with the Treasyr
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TABLE 1.19 NET FOREIGN ASSETS OF THE BANKING SYSTEM *

(Continued)
Lm thousands
. 2 . . Lo 2
End of Deposit Money Banks Total International Banking Institutioris Grand Total
Period (A+B+C) (A+B+C+D)
Assets Liabilites| Net (C) Assets Liabilities  Net (O)

1990 287,558 147,699 139,850 584,6p2 - - - 584,622
1991 344,598 175,544 169,05 595,987 - - - 595,937
1992 435,226 236,467 198,759 690,989 - - - 690,989
1993 487,521 299,857 187,664 737,159 - - - 737,159
1994 415,887 228,781 187,106 877,540 - - - 877,540
1995 566,204 341,373 224,831 805,581 236,148 218|872 17,276 822,807
1996 596,128 410,163 185,96p 740,084 458,642 436(276 22,366 762,450
1997 544,672 413,917 130,756 692,4p3 815,080 763)075 52,005 744,428
1998 607,354 518,557 88,79f 728,788 1,627 452 1,477,802 14p,650 878,438
1999 661,557 605,673 55,8844 796,223 2,377,807 2,204,857 17p,951 969,174
2000 816,746 690,013 126,733 767,241 2,738,f24 2,535,186 20B,538 9¥0,779
2001

Jan. 820,334 692,05( 128,244 756,585 2,035p09 1,834,656 200,553 957,088
Feb. 830,697 695,791 134,906 757,349 1,980,p40 1,857,803 122,437 879,786
Mar. 838,703 716,688 122,01p 750,599 2,191,%65 2,077,287 114,278 864,877
Apr. 855,136 707,105 148,031 785,527 1,903,618 1,776|615 127,003 912,531
May 852,812 700,611 152,20 803,938 2,035,045 1,839|842 195,203 999,142
June 833,667 693,126 140,541 785,581 1,910690 1,710,936 199,654 985,186
July 810,241 692,997 117,244 791,5Y1 1,757,221 1,555[150 203,072 993,643
Aug. 823,922 700,494 123,428 809,413 1,713,820 1,500,158 213,663 1,023,075
Sept. 816,784 715,149 101,636 790,502 1,757p45 1,551,116 206,529 9p7,031
Oct. 784,898 677,554 107,344 826,519 1,905,499 1,695,933 209,466 1,0B5,985
Nov. 811,613 723,783 87,830 835,786 1,937,J36 1,708[975 228,061 1,063,847
Dec. 828,408 721,531 106,877 867,3p5 2,447,p58 2,225,711 221,547 1,088,851
2002

Jan. 811,690 740,934 70,796 852,4p3 2,246,810 2,019,065 227,245 1,079,648
Feb. 815,240 732,960 82,28p 877,981 2,192,y80 1,964,814 227,966 1,105,947
Mar. 810,887 682,554 128,338 911,362 2,381,531 2,148,504 233,027 1,144,389

1As from 1995, data are on accrual basis.

2 For the purposes of this Table only, the amounts of HSBC Overseas Bank (Malta) Ltd. and Bank of Valletta International
Ltd., i.e. the offshore subsidiaries of HSBC Bank Malta plc and Bank of Valletta plc respectively, are being classified with
the Deposit Money Banks and not with the International Banking Institutions, as shown in other tables. Includes data belonging
to the Other Bankiplnstitutions' sectorpto December 2000.
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TABLE 2.1 GOVERNMENT REVENUE AND EXPENDITURE

Lm thousands

Revenue Expenditure . Borrowing

) Deficit (-) - )

Period o T ) Local | Foreign Residual
Ordinary |Grants| Total | Ordinary” | Capitaf | Total |or Surplug Total
Loans | Loans

1990 329,890 7,648 337,5p7 273,415 108|276 381,690 -411,123 34,200 13,841 48,041
1991 | 355,933 16,3714 372,306 301,909 115/493 417,403 -45,097 80,375 9,110 |39,485
1992 341,76 16,392 358,158 330,J14 58|017 388,032 -2p,874 36,000 878 136,878
1993 | 388,179 8,438 396,6P7 368,24 59)673 42§,297 -3[L,690 28,800 2,902 [31,702
1994 416,068 12,843 428,921 410,365 62340 472,705 -483,784 28,700 11,305 |40,005
1995 | 482,834 4,517 487,3p1 452,478 70)344 523,823 -3p,472 32,500 655 133,155
1996 | 447,470 20,805 468,275 505,195 73|527 574,722 -110,447 70,178 3,044 |73,222
1997 | 504,415 9,80p 514,224 5382§6 103,892 641668 -12f.444 167,463 3,095 170,558
1998 | 539,070 10,043 549,113 569,150 96|846 66%,997 -116,884 10,000 - 110,000
1999 628,164 9,684 637,862 584,834 106(129 690,965 -5B,113 4,000 - 84,000
2000 | 632,754 9,54p 642,303 617,6f7 98,p52 716}232 -73,929 - - - -7
2001 | 667,229 1,39p 668,621 686,081 80,627 766|658 -98,037 121,977 6,823 128,800
2001
Jan. 40,114 40,114 56,414 7,00 63,423 -23,809 - - -23
Feb. 60,572 28 60,600 45,948 4,175 50,123  10{477 - - 1d
Mar. 44,769 44,76P 53,04 10,475 63,522 -18)753 30,000 30,000 ]
Apr. 63,608 16 63,624 59,471 9,788 69,p59 -5/635 - - -
May 49,160 4 49,164 55,172 11,402 66,574 -17}410 - - -171
June 49,855 31 49,886 52,128 3,868 55,196 -5/910 27,488 27,488 y.
July 51,745 354 52,099 59,443 6,475 66,18 -14{119 21571 21,571
Aug. 56,395 9 56,404 50,205 8,947 59,152 -2[748 - - -2
Sept. 50,217 14 50,231 53,496 6,979 60,475 -10J244 - - -14
Oct. 59,251 374 59,645 56,890 4,943 61,833 -2|208 - . -2
Nov. 54,685 108 54,748 61,294 12,985 73,879 -19,091 20,941 5,823 27,764
Dec. 86,857 459 87,316 82,543 -6,]20 76,404 10912 21,977 20,977
2002
Jan. 49,311 2% 49,3 56,539 3,36 59,675 -10J339 - - -1d
Feb. 52,107 % 52,11 52,300 8,087 60,887 -8R75 - - -8
Mar. 51,031 213 51,244 53,348 11,121 64,p09 -13]265 -13

3,91
5,61
7,00

12
-3,77
-2,31

-37,22

43,11
-6,88:

30,887

3,929

30,76

309
A77
1,247
635
410
1,578
7,452
748
244
208
8,673
2,889

,339
1275

,265

! Includes the Government's contribution to the National Insurance Fund (both its contribution as employer, and its contribution in terms
the Saocial Security Act, 1987). As from 1992, Ordinary Revenue excludes the contribution by the public authorities/corporations to the
own caital programme; includesgrivatisation receits and sinkig funds of converted loang to 2000.

2Includes totapublic debt servicig
3As from 1992, excludes pital expenditure incurredyothe public authorities/cquorations.
A loan to the Malta Dydocks Coporation amountig to Lm24.6 million is includedinder caital expenditure.

5As from 2001 includeprivatisation receits and sinkig funds of converted loans.

Source:

Financial Report, Comparative Return of RevandéExpenditure, The Treasury.
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TABLE 2.2 GOVERNMENT REVENUE BY MAJOR SO URCES

Lm thousands

Tax Revenue

period Income Nationall VAT & Licences, Customs Non-Tax| Ordinary| Foreign| Total
Insurance Taxes & . Total | Revenud | Revenué| Grants | Revenue
Tax - CET ) & Excise
Contributions! Fineg
1990 57,291 71,234 - 23,993 67,279 219,§98 110,092  32p,890 7,678 337,567
1991 61,637 72,041 - 27,017 75,91 236,p47 119285  35p,932 16,374 372,306
1992 71,353 80,469 - 29,448 82,3[10 263,h80 78/186  34],766 16,392 358,158
1993 85,113 97,004 - 30,447 83,51 296,105 921074 388,179 8,428 396,607
1994 87,852 101,663 - 46,137 72,069 307,01 108,367 416,068 12,853 428,921

1995 99,758 115,480 78,1(
1996 93,309 126,170 78,69
1997 | 110,539 142,184 84,6(
1998 | 110,561 135,656 72,63
1999 ([ 128,354 144,274 85,04

54,566 32,595 3800497  10P,337
51,621 31,981 381714 65,756
54,280 43,197 434807 69,608
60,478 52,p98 432221  10p,849
67,960 55,426 481,037 147,131

2,834 4,517 A87,351
}7,470 [20,805  W68,275
04,415 9,809 pl4,224
B9,070  |10,043  [549,113
P8,168 9,684 637,852

R

DO Ul

2000 | 149,511 162,017 104,0 70,449 55,141 541,182 9,572 B2, 754 9,549 642,303
2001 | 166,302 179,064 114,669 72,914 60,886 594,735 7B,494 57,229 1,392 668,621
2001

Jan. 9,263 8,423 9,676 4,483 5,169 36,064 3,150 4p,114 - 40,114
Feb. 7,083 12,057 9,691 4,163 3,447 36,01 24,371 6p,572 28 60,600
Mar. 8,486 12,547 9,27 7,547 3,96 41§79 2]990 44,769 - 44,769
Apr. 19,984 15,645 9,01 5,415 4,014 54,676 8]932 63,608 16 3,624
May 10,753 15,966 9,38 5,742 3,958 45,823 3J337 49,160 4 49,164
June 12,650 12,117 8,799 5,0/5 4,314 42915 g,940 4D,855 31 19,886
July 13,083 13,583 9,45 8,149 4,113 48,878 3(367 51,745 354 b2,099
Aug. 17,442 15,930 9,53 6,368 4,793 54,069 2|326 56,395 9 6,404
Sept. 14,703 14,285 8,549 52113 4,803  47)573 4,644 50,217 14 50,231
Oct. 15,674 13,879 11,7 7,268 7,900 56,040 3211 59,251 374 59,625
Nov. 10,628 14,761 11,0 6,951 7,497 51,1179 31506 54,685 103 b4,788
Dec. 26,553 29,871 8,5 6,410 6,452 78,1138 8719 86,857 459 B7,316
2002

Jan. 8,630 7,943 9,641 6,259 4,493 37,086 14,225 4p,311 25 19,336
Feb. 8,025 11,242 8,726 7,6p2 3,410 39425 17,682 5p,107 5 52,112
Mar. 9,869 12,071 9,29 5,283 4,810 41,830 9]701 51,031 213 p1,244

Y Includes the Government's contribution to the National Insurance Fund (both its contribution as employer, and its contribution
in terms of the Social SecwriAct, 1987).

2 Includes revenues from death and donation dufigs December 1994.

% Includes mainly Central Bank of Malta profits, privatisation receipts (up to 2000), sinking funds of converted loans (up to
2000) and other miscellaneous rgti

4 As from 1992, excludes the contributionthe public comporations/authorities towards their owrpital programme.

Source: Financial Report, Comparative Return of Revenue and Expenditure, The Treasury.
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TABLE 2.3 GOVERNMENT CAPITAL EXPENDITURE
BY TYPE OF INVESTMENT *

Lm thousands

Period Productive Infrastructure Social Total
1990 49,509 44,121 14,646 108,276
1991 54,976 41,756 18,761 115,493
1992 32,310 9,032 16,675 58,017
1993 34,069 14,734 10,870 59,673
1994 36,323 13,993 12,024 62,340
1995 43,901 14,541 11,904 70,344
1996 36,818 19,282 17,418 73,527
1997 50,256 32,344 20,792 103,392
1998 45,401 30,130 21,316 96,846
1999 52,480 27,515 26,137 106,129
2000 35,806 33,800 28,946 98,552
2001 26,400 26,872 27,355 80,627
2001

Jan. 3,946 818 2,246 7,010
Feb. 2,303 1,528 344 4,175
Mar. 3,984 2,521 3,970 10,475
Apr. 3,383 3,078 3,327 9,788
May 2,998 6,637 1,767 11,402
June 2,856 2,597 -1,785 3,668
July 4,571 1,630 573 6,775
Aug. 2,198 1,600 5,149 8,947
Sept. 1,905 3,065 2,010 6,979
Oct. 1,729 1,851 1,362 4,943
Nov. 5,843 2,626 4,116 12,585
Dec. -9,316 -1,079 4,276 -6,120
2002

Jan. 1,740 1,128 268 3,136
Feb. 3,515 2,056 2,516 8,087
Mar. 4,192 3,162 3,767 11,121

1 As from 1992, excludes pial expenditure incurredybpublic comporations/authorities.
2 Including a loan to Malta Dydocks amountigito Lm24.6 million.

Source: Financial Report, Comparative Return of Revenue and Expenditure, The Treasury.
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TABLE 3.1 GROSS GOVERNMENT DEBT AND GOVERNMENT GUARANTEED
DEBT OUTSTANDING

Lm thousands
Domestic Debt Total
. ota
F Government
End of Period Malta oreign Government
_ Loans Guaranteed Delbt
Treasury Bills| Government| Total Debt
Stocks'
1995 71,406 285,951 357,35¢Y 53,438 410,79 414,488
1996 108,935 356,119 465,054 51,780 516,848 489,663
1997 89,980 523,369 613,349 50,449 663,798 490,973
1998 83,713 633,369 717,082 46,51B 763,594 491,768
1999 83,320 712,184 795,504 44,349 839,857 483,112
2000 172,987 712,729 885,716 39,250 924,966 469,678
2001 159,459 812,854 972,318 40,378 1,012,691 416,822
2001
Mar. 177,836 742,729 920,564 38,868 959,433 471,592
June 167,054 770,029 937,083 37,080 974,168 434,717
Sept. 175,295 791,654 966,94P 36,226 1,003,1Y5 421,433
Dec. 159,459 812,854 972,318 40,378 1,012,691 416,822
2002
Mar. 193,078 812,854 1,005,932 39,908 1,045,840 414,773

Y Including Local Development Registered Stocks.

2 Represents outstanding balances on Government guaranteed debt. Excludes guarantees on the MIGA and IBRD positions. Exclud
also Government guarantees on foreign loans taken by the Central Bank of Malta on behalf of Malta Government sinceythey alread
feature in the calculation of Government foredlebt.

Source: Malta Stock Exchange; The Treasury; Ministry of Finance.
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TABLE 3.2 TREASURY BILLS ISSUED AND OUTSTANDING *

Lm thousands

Amount Amount Issued and Taken up by Amount Outstandig’ and held i
End of . - -
. Maturing Banking Non-Bank Banking Non-Bank
Period . - Total 3 Total
During Period  Systerf Public? Systenf Public
1990 50,000 59,960 40 60,00 29,947 | 3 30,000
1991 105,000 104,516 484 105,00p 29,845 155 30,000
1992 120,000 117,415 2,585 120,000 27,949 2,051 30{000
1993 120,000 115,624 4,374 120,000 29,386 414 30000
1994 120,000 117,845 2,155 120,000 29,387 413 30000
1995 133,156 164,449 10,113 174,542 56,2p2 15,184 71,406
1996 296,171 164,584 169,114 333,770 84,4p9 24,606 104,935
1997 351,191 83,790 248,444 332,236 52,2117 37,763 89,980
1998 255783 44300 202216 24%16 52432 31281 83713
1999 364,314 202,100 161,821 363,941 77,832 5,188 83,320
2000 341,869 276,611 154,925 431,536 123,999 49,388 172,987
2001
Jan. 39,096 28,601 12,513 41,114 125,245 49,759 174,004
Feb. 16,770 18,500 2,580 21,08p 144,047 35,267 179|314
Mar. 44,277 17,000 25,799 42,799 137,821 40,915 177|836
Apr. 49,469 14,000 16,378 30,37 119,826 38,919 158)745
May 31,811 9,000 18,589 27,58 127,242 27,281 1545523
June 46,822 26,150 33,204 59,3 126,667 40,887 167,054
July 22,825 35,669 8,837 44,50 147,420 41,315 188)735
Aug. 35,085 21,500 4,179 25,67 141,811 37,918 179)329
Sept. 48,386 27,115 17,110 44,2 146,9P8 28,97 174,295
Oct. 45,608 55,012 10,185 65,19 172,184 22,700 194|884
Nov. 41,786 35,610 3,323 38,93 180,222 11,909 192J031
Dec. 48,400 29,220 7,608 36,82 137,423 22,036 159|459
2002
Jan. 58,954 58,606 6,394 65,00 145,9p5 29,510 165,505
Feb. 18,517 43,385 7,118 50,50 159,200 28,291 187491
Mar. 57,681 46,354 16,914 63,26 156,084 39,487 193|078

! Amounts are at nominal prices.

2 Includes Central Bank of Malta, Deposit Money Banks, Other Banking Institutions (up to December 2000) and International
Banking Institutions (as from January 1995).

3 Including the Malta Government Sinking Fund.

4 0On 1 December 1987, the House of Representatives raised the maximum amount of permissible outstanding bills from Lm2.5
million to Lm30 million. On 10 January 1995, the House of Representatives approved a motion empowering the Government
to increase the issue of Treasury Bills from Lm30 million to Lm2100 million. On 16 December 1996, the maximum amount of
outstanding bills was raised from Lm2100 million to Lm200 million.
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TABLE 3.3 MALTA GOVERNMENT STOCKS
(Outstanding as at end-March 2002)

Lm thousands

Held By
.| Year of Iss.,ue Non-
Stock Year of Maturity lssue Price Interest Dates Banking Bank Amount
- SYSteM | puplic

7.75 % MGS | 2002 1992 100 3Apr. - 304 4,823 15,377 20,200
6.90 % MGS | 2002 (II) 1995 100 10June - 10 Dec. 5,044 4,956 10,000
6.90 % MGS | 2002 (llI) 1995 100| 30 Mar. - 30 Sept. 8,063 4,437 12,500
6.90 % MGS | 2002 (IV) 1997 100f 30 Mar. - 30 S¢pt. 19,177 4,573 23,750
7.00 % MGS | 2003 21 1993 100 | 18 Feb. - 18 Au| 14,161| 13,906 28,067
7.00 % MGS | 2003 (II) 1993 100f 03July - 3Jah. 7,806 13,027 20,833
6.70 % MGS | 2004 1994 100 23 Apr. - 23 Oft. 9,733 8,967 18,700
6.80 % MGS | 2004 (II) 1998 100 15Jan. - 15JQlly 22,653 3,199 25,852
7.25 % MGS | 2005 1997 100 10June - 10 Dec. 18,036 5,464| 23,500
5.60 % MGS | 2005 (II) 1999 100 1Feb. - 1Aup. 24,917 6,683| 31,500
7.00 % MGS | 2006 21 1994 100 | 19Mg - 19 Nov. 1,421 8,579 10,000
7.00 % MGS | 2006 (IV) 1996 100f 20Jan. - 20 Jdly 1 167 167
7.25 % MGS | 2006 (II) 1995 100( 28 Apr. - 01 Adg. 5,9p5 13,255 19,250
7.25 % MGS | 2006 (ll) * | 1996 100 | 20Jan. - 20 Ju 7,275 7,725 15,000
7.35 % MGS | 2007 1997 100 18 Apr. - 18 Oft. 16,399 8,351 24,750
5.90 % MGS | 2007 (II) 1999 100( 23 Apr. - 23 0Ogt. 8,991 1,009 10,000
5.60 % MGS | 2007 (llI) 2000 100| 10June - 10 Dgc. 7,186 2,814 10,000
7.20 % MGS | 2008 1998 100 28 Feb. - 15JQly 8,811 1,189 10,000
7.20 % MGS | 2008 (II) 1998 100f 30 Mar. - 30 Sept. 20,319 9,681 30,000
7.00 % MGS | 2009 21 1999 100 1Mar. - 1% - 65 65
5.90 % MGS | 2009 (II) 1999 100 1Mar. - 1 Sept 14,36510,735 25,000
5.90 % MGS | 2009 (Il 2000 100 30 Mar. - 30 Sgpt. 13,569 3,931 17,500
5.90 % MGS | 2009 (lll)FI 2001 100 30 Mar. - 30 Sgpt. 27,300 500| 27,800
5.90 % MGS | 2010 1999 100 19 May - 19 Ngv. 13,921 1,079 15,000
5.75 % MGS | 2010 (II) 2000 100 10June - 10 Dec. 16,529 1,972| 18,500
7.00 % MGS | 2010 () * | 2000 100 | 30June - 30 Der. - 545 545
7.50 % MGS | 2011 1996 100 28 Mar. - 28 Sept. 7,443 7,557 15,000
6.25 % MGS | 2011 (II) 2001 100 1Aug. - 1Feb. 18,481 21,319 40,000
7.00 % MGS | 2011 (Il) 2001 100 30June - 30[Dec - 125 125
7.80 % MGS | 2012 1997 100 24 May - 24 Nov. 13,465 20,635 34,500
7.80 % MGS | 2013 1997 100 18 Apr. - 18 Oft. 11,41222,638( 34,250
6.35 % MGS | 2013 2001 100 19May - 19 Nov. 59 25,941 26,000
6.60 % MGS | 2014 2000 100 30 Mar. - 30 Sept. 790 9,71 10,500
6.45 % MGS | 2014 (I) 2001 100 24 May - 24 Nqv. 7,543 22,457 30,000
6.10 % MGS | 2015 2000 100 10June - 10 Dec. 7,82822,172 30,000
6.65 % MGS | 2016 2001 100 28 Mar. - 28 Sept. 2,70027,3001 30,000
7.80 % MGS | 2018 1998 100 15Jan. - 15J4ly 27,f4342,257| 70,000
6.60 % MGS | 2019 1999 100 1Mar. - 1 Sept 11,$2732,173] 44,000
Total 406,385| 406,470] 812,854

! Interest is payable on 20 January and 20 July except for the last coupon payment which is payable on the redemption date.

2 Coupons are reviewable every 2 years aiticoer set one percentage point less than the normal maximum lending rate
allowed at law subject to a minimum of 7 %. Redemption proceeds are payable at Lm110 per Lm100 nominal.

Source: Malta Stock Exchange.
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TABLE 3.4 MALTA GOVERNMENT STOCKS
BY REMAINING TERM TO MATURITY *

Lm thousands

End of Period lyr 2-5yrs 6-10 yrs 11-15 yrg Over 16 yrs Tota]l
1990 3500 93285 10000 - - 106785
1991 5500 106285 25400 - - 137185
1992 1000 125285 41400 - - 16685
1993 49885 84367 90300 - - 224652
1994 37900 95352 110000 10000 - 25252
1995 7000 15851 120800 - - 28351
1996 15800 21302 112017 15000 - 356119
1997 48452 27800 111367 83750 - 523869
1998 46750 25%50 177219 83750 70000 63369
1999 79000 221202 19932 98750 114000 712184
2000 53800 214902 205777 12450 114000 7127129
2001 66450 192869 244160 195250 114000 812729
2002
Mar. 66,450 192,869 244,285 195,250 114,000 812,854

1 Refers to the maximum redstion period.

TABLE 3.5 GOVERNMENT EXTE RNAL LOANS

BY TYPE OF CREDITOR
Lm thousands
) Official Bilateral Official Multilateral | Private Commercial
End of Period 1 L 3 Total
Entities Orgamsauon% Banks

1990 30446 D29 - 3475
1991 31806 1301 - 4407
1992 32727 1571 - 4398
1993 34383 1897 - 5@80
1994 37496 1968 - 5@64
1995 30268 1350 ®15 5333
1996 32371 13850 568 5189
1997 30200 1566 483 5@49
1998 27115 1252 446 4613
1999 28101 1344 D04 44849
2000 22,964 13,655 2,631 39,250
2001 20037 1815 K26 4378
2002*
Mar. 19,569 18,912 1,427 39,908

! Bilateral loans are loans from governments and their agencies (including central banks), and loans from autonomous
bodies.

2 Multilateral organisations include the World Bank, regional development banks, and other multilateral and inter-
governmental agencies.

3 Commercial bank loans fropmivate banks or financial institutions.
4 Provisional.

Source: Financial Report, The Treasury; Central Bank of Malta (as from end-1999).
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TABLE 3.6 GOVERNMENT EXTERNAL LOANS

BY CURRENCY
Lm thousands
End of Period FFr Stg DM Yen Eurg USY Othels Tofal

1990 252 3,777 4,811 - 7,024 4,953 847 37495
1991 200 3,686 4,515 - 12,901 4,481 9J140 44706
1992 170 1,250 4,816 - 15,671 4,774 9/683 48,397
1993 109 1,283 4,373 - 16,097 4,3p5 8/667 50,480
1994 58 235 4,181 - 16,267 3,546 9p81 56)262
1995 34 - 3,930 7,574 9,041 2,896 7649 53)433
1996 16 - 3,339 5,568 11,408 2,404 6J535 51(789
1997 - - 2,801 4,583 10,500 7,268 3,296 50,449
1998 - - 2,524 | 4,146 10,267 6,414 2,179 46,p13
1999 - - 2,036 3,904 9,549 6,945 2,080 44,849
2000 - - 1,664 2,631 8,477 6,660 1,468 39,250
2001 - - 1,310 1,426 14,184 14,181 147 40,878
2002
Mar. - - - 1427 23892 14218 371 ] 3908

! Provisional.

Source: Financial Report, The Treasury; Central Bank of Malta (as from end-1999).

TABLE 3.7 GOVERNMENT EXTERNAL LOANS
BY REMAINING TERM TO MATURITY

Lm thousands

End of Period 1yr 2-5yrs 6-10 yr§ 11-15yfs 16-20 [rs  Over 20 yrs Tofal
1990 105 7,154 6,732 12,096 7,731 3,66 37,495
1991 34 11,877 4,960 14,229 9,833 3,774 44,7107
1992 276 12,575 8,673 10,045 12,033 4,7p5 48,898
1993 - 15,200 5,766 9,232 15,596 4,697 50,480
1994 8,319 3,679 16,591 12,18( 12,248 3,3p7 56,p64
1995 206 2,142 23,486 11,664 12,529 3,4P8 53,433
1996 467 831 21,024 12,087 14,120 3,252 51,7189
1997 452 3,114 16,255 23,167 4,398 3,062 50,449
1998 - 6,402 21,426 14,440 2,801 1,443 46,5[13
1999 - 6,013 20,944 13,353 2,69 1,346 44,349
2000 - 10,561 12,654 13,456 1,29 1,286 39,2650
2001 586 13,356 11,759 12,244 1,247 1,2p1 40,878
2002
Mar. 1,752 14,735 17,292 3,721 1,204 1,198 39,908

1 Provisional.

Source: Financial Report, The Treasury; Central Bank of Malta (as from end-1999).
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TABLE 4.1 MALTESE LIRA EXCHANGE RATES

AGAINST MAJOR CURRENCIES !
End d Period Rates

E’;‘:ioo; Stg DM | US$ | Eurd Lit FFr | NLG | Bfr Yen Sfr

1990 1.7339 5.0006 3.3249 2.4349 3769.61 17.0p7 5.636 103J271 151.19 §.261
1991 1.7451 4.9610 3.2734 2.4448 3759.17 16.952 5.890 102J181 108.46 1.437
1992 1.765] 4.3188 2.6725 2.21B6 3940.60 14.7B1  4.451 88J663 B32.99 B.907
1993 1.7104 4.391L 2.5309 2.26[/8 4326.%7 14917 4912 91[]327 p33.32 B.748
1994 1.7381] 4.2086 2.7186 2.20B3 441043 14511 4.14 86js4 b70.86  B.562
1995 1.8319 4.0648 2.8317 2.15B6 4496.45 13.8p8 4.852 83)513 b02.69 B.266
1996 1.6371 4.3146 2.7847 2.21f3 4244.37 14542  4.843 88J873 B23.12  B.747
1997 15411 4.568p 2.5497 2.31p1 4485.89 15284 5.146 94J]213 B31.79 B.712
1998 15939 4.4287 2.6496 2.2640 4382.63 14.8f0  4.990 91J]360 B00.71  B.645
1999 1.4983 4.7168 2.4230 24114 4669.13 15818 5.314 97[]276 bA7.64 B.870
2000 1.5304 4.803B 2.2843 2.45p9 4755.26 16.1[0 5.412  99{070 p62.25 B.738
2001 15259 4.8874 2.2131 2.49B9 4838.52 16.392  5.507 100J805 b90.44 B.969
2001

Oct. 5 1530% 4.8248 2.2686 2.4469 477660 16.182 5.436 99|515 D71.81 [3.667

4

12 1.5424 4.835

19 1.5463 4.840

26| 1.548(¢ 4.856
Nov. 2| 1.531]1 4.846
9] 1.5269 4.872

16] 1.5399 4.873

23] 15500 4.875

30| 1.5527 4.848
Dec. 71 1.547 4.857
14] 1.539% 4.840

21| 15349 4.863

28| 1.524¢0 4.897

24723 4787.00 16.2017 5.448  99|732 P71.26 [B.665
2.2288 24749 4792.03 16.2B4 5.454  99|836 P69.88 [3.658
22120 2.4831 4808.p4 16.288 5.472 100{170 P71.37 [3.660
22424 24780 4798.p4 16.255 5461  99|961 P73.03 B.655
2.2238 249014 4823.99 16.3p2 5.490 100{502 P67.88 [B.650
24916 482449 16.344 5491 100{513 P70.76 [3.656
2.1927 2.4929 4826.90 16.3p2 5.494 100[563 P72.04 [3.646
2.2140 24788 4799.65 16.260 5.463  99|995 P73.17 B.654
2.2159 2.4812 48045 16.476 5468 100.091 277.68 (3.670
2.23¢7 2.4750 479281 16.285 5454  99(842 P85.05 B.650
22234 2.4865 4814.54 16.310 5.480 100{305 P88.17 [3.642
2.20%2 2.5042 4848.y8 16.4p6 5519 101|019 P88.73 [B.710

oY

(<< ]I\ CRES ISl —BEN I \CRES B &) o2 B S S o)
N
™)
o
[y

2002

Jan. 4 1.542B - 2.2238 2.4801 - - - - 29104 3.6f0
11] 1.5384 - 2.217 2.48¢9 - - - - 203j01 3.684
18 1.53671 - 2.200 2.4979 - - - - 29244 3.6743
25| 1.5384 - 2.176 2.5107 - - - - 292)09 3.691

Feb. 1 1.533f - 2.17328 2.51p4 - - - - 290188 3.719
8| 1.5437 - 2.183 2.5026 - - - - 203B1 3.685
15( 1.5284 - 2.188 2.5018 - - - - 29030 3.741
22| 1.5334 - 2.19 2.5033 - - - - 293133 3.704

Mar. 11 1.533 - 2.18 2.5122 - - - - 290J60 3.7Q7
8| 1.540 - 2.195 2.4946 - - - - 28108 3.677
15( 1.546 - 2.202 2.4896 - - - - 28414 3.640
22| 1.540 - 2.198 2.49%8 - - - - 291)70 3.647

! Closing Central Bank of Malta midpoint rate. The Maltese lira's exchange rate is determined on the basis of a basket of
currencies which currestincludes the euro, the US dollar and pbend sterlig.
2 The euro rplaced the ECU as from Janyal, 1999.
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TABLE 42 MALTESE LIRA EXCHANGE RATES
AGAINST MAJOR CURRENCIES'

Averages for the Period

Period|  Stg DM uSs$ Eufo| Lit FFr NLG Bfr Yen Sir
1990 | 1.7701 5.0852 3.152y 24733 3769.83 171135  %.730 1(5.132 153.01 4.368
1991 | 1.7526 5.1258 3.100p 24979 3831.59 17{429  %.777 1(05.531 116.50 4.429
1992 | 1.7853 4.9033 3.145p 2.4287 3860.86 16{621 %.521 1d0.964 398.43 4.414
1993 | 1.7435 4.3273 2.6171L 2.2347 4109.74 141819 4.861 90.425 P91.39 3.869
1994 | 1.7295 4.29186 2.648p 2.2296 4264.86 14]676  4.813 88.427 P70.60 3.617
1995 | 1.7961 4.0601 2.835p 2.1669 4614.27 14{138 4.548 83.530 P66.46 3.350
1996 | 1.7780 41731 2.7745 2.18%2 4279.88 14{188 4.676 85.881 B01.75 3.428
1997 | 1.5825 4.4900 2.5921L 2.2921 441Q.82 15}113  %.053 92.645 B13.53 3.758
1998 | 1.5547 4.5282 2.5758 2.29%7  4469.45 15}180 %.104 93.404 B36.67 3.730
1999 | 1.5468 4.5895 2.503p 2.3470 4544.39 15{395 %.172 M.677 P84.84 3.756
2000 | 1.5080 4.8388 2.285p 2.4741 4790.43 16229  %.452 99.803 PA6.27 3.853
2001 | 1.5430 4.8533 2.2226 2.4815 4804.77 16j277 %.468 1(0.102 P69.97 3.749
2001
Jan. 1.5494| 4.7729 2.289)7 24403 472%.15 16.008 b.378 98.443 P67.58 3.732
Feb. 1.5547 4.7961 2.260p 2.4522 474§.13 161085  %.404 98.922 P62.59 3.766
Mar. 1.5510 4.8190 2.243% 24639 4770182 16J162 §.430 9p.394  271.99 3.784
Apr. 1.5446 4.8563 2.2164 2.4830 4807|76 16,287 5472 10pP.164  274.45 3.769
May 1.5355 4.8990 2.1904 2.5048 4849|197 164430 H§.520 10[1.043 266.69 3.841
June 1.5373 4.9372 2.1557 25244  4887.86 16.559 b.563 1(1.833 263.57 3.844
July 1.5332 4.9283 2.1680 25198 487902 16/529 5.553 10{1.649 P70.06 3.814
Aug. 1.5500 4.8372 2.2276 24732 478880 164223  §4.450 9P.769 270.54 3.746
Sept. 1.5376 4.8304 2.2498 2.4699 4782.31 16(201 5.443 99.634 P67.39 3.690
Oct. 1.5432 4.8337 2.2400 24734 4789435 16J211 {.446 9pP.697 271.63 3.657
Nov. 1.5391 4.8692 2.2119 24896  4820{54 16J331 §.486 10p.430 270.66 3.650
Dec. 1.5406 4.8602 2.2181 2.48%0 4811.57 16/300 5.476 1d0.243 P82.50 3.666
2002
Jan. 1.5381 - 2.2034 2.4953 - - - - 29217 3.679
Feb. 1.5345 - 2.1832 2.5096 - - - - 291,63 3.708
Mar. 1.5403 - 2.1908 2.5009 - - - - 287.00 3.472

! Calculated on the arithmetic mean of the daily opening and closing Central Bank of Malta midpoint rates.

2 The euro rglaced the ECU as from Janyadr, 1999.
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TABLE 4.3 MALTA'S FOREIGN TRADE

Lm thousands

Exports (f.0.b.)

Period Domestic Re-Exports Total Imports (c.i.f.)] Balance of Trag
1990 328,736 29,153 357,889 620,510 -262,621
1991 371,993 33,461 405,44 684,000 -278,546
1992 451,526 39,377 490,903 747,770 -256,867
1993 476,747 41,579 518,326 830,920 -312,594
194 547,209 45,213 592,422 918,766 -326,344
1995 629,720 45,220 674,940 1,037,657 -362,717
1996 569,900 54,250 624,150 1,007,800 -383,650
1997 563,950 64,980 628,930 984,230 -355,300
1998 664,816 47,169 711,985 1,034,920 -322,935
1999 712,436 78,700 791,136 1,136,233 -345,097
2000 977,535 91,910 1,072,445 1,492,376 -419,931
2001" 790,038 90,646 880,684 1,226,422 345,738
2001"

Jan. 74,272 6,131 80,403 109,984 -29,581
Feb. 68,179 5,603 73,782 97,880 -24,098
Mar. 81,367 6,195 87,562 120,438 -32,876
Apr. 62,803 6,743 69,546 98,656 -29,110
May 68,190 6,687 74,877 107,041 -32,164
June 70,687 9,511 80,198 103,835 -23,637
July 57,470 9,491 66,961 106,380 -39,419
Auw. 56,228 8,171 64,399 90,901 -26,502
Sept. 63,751 6,812 70,563 83,993 -13,430
Oct. 58,272 9,063 67,335 108,355 -41,020
Nov. 69,749 10,827 80,576 106,197 -25,621
Dec. 59,070 5412 64,482 9,762 -28,280
2002"

Jan. 52,822 11,349 64,171 88,459 -24,288
Feb. 67,083 9,348 76,431 86,915 -10,484
Mar. 67,890 8,656 76,546 100,781 -24.235

1 Provisional.

Source: National Statistics Office.
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TABLE 4.4 DIRECTION OF T RADE - TOTAL EXPORTS

Lm thousands

Period .UmtEd Italy Germany| Francg Other BU  Libya United Others Total
Kingdom States
1990 31,778 123,792 73,35p 25,259 18,7117 18,24 1B,682  %2,979 357,890
1991 29,699 ( 156,341 72,138 36,139 20,092 22,843 17,026  $1,076 405,454
1992 32,132 200,151 69,84p 44,564 23,014 20,682 2B,430 72,084 490,902
1993 41,826 | 167,140 81,008 53,947 27,435 25,136 3B.897 2,537 918,326
1994 43,533 | 221,396 83,41p 57,824 27,986 20,895 44,941 2,436  §92,423
1995 50,654 [ 205,014 101,24B 82,417 42,462 15,21 6R,918 114,716 674,940
1996 51,991 77,849 90,249 93,402 41,618 15,907 84,350 148,785 24,151
1997 51,219 35,726 82,17] 121,705 54,486 25,122 oL,201 167,283  §28,930
1998 54,626 34,388 89,72 147,450 49,502 19,882 129,208 187,703 711,985
1999 73,202 38,858 99,390 120,388 50,344 20,194 168,621 2pP0,144 791,136
2000 78,038 36,0921 102,898 85,873 54,808 15,585 293,413 405,737 1,072,444
2001 | 76,310 30,304 115,133 82,197 59,865 21,835 174,370 340,670 880,684
2001*
Jan. 4,772 2,231 8,64 7973 4,511 414 21,734  3p,520 80,403
Feb. 5,755 2,721 9,45 7,217 5,828 1,906 14,631  2B,668 13,782
Mar. 7,758 2,443 9,74 9,3P8 5,737 1,418 19,250 31,884 g7,562
Apr. 6,917 2,779 10,60 6,725  5,4Q3 2,6p9 12850 21,602 9,546
May 5,665 2,829 10,07 9,487 5,933 1,8P9 15,320 28,731 14,877
June 5,811 3,109 9,63 8,187 5,287 1,979 18,463 27,123 80,198
July 5,224 1,909 12,87 6,7p8 4,480 1,480 111635 2p,654 66,961
Aug. 6,004 1,732 8,70 4,588 4,595 2,689 101893 25,248 64,399
Sept. 5,798 2,227 7,89 8,250 3,396 824 15,257  2p,920 10,562
Oct. 7,256 2,372 9,57 5,066 4,919 2,174 10,065 25,908 67,334
Nov. 8,426 3,110 10,89 4,680 5,315 3,360 11{875 3,915 g0,576
Dec. 6,924 2,842 7,04 3,888 4,471 1,473 14397 28,497 44,482
2002
Jan. 7,595 2,556 5,74 4,523  4,0%8 1,395 §,906  2p,390 64,171
Feb. 9,863 4,314 9,75 5402 5,788 2,743 10,122  2B,406 16,431
Mar. 7,372 2,315 7,64 5682 5,240 1,4p3 12,073 34,813 16,546
! Provisional.

Source: National Statistics Office.
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TABLE 4.5 DIRECTION OF TRADE - IMPORTS

Lm thousands

. United ited
Period| , . nite Italy Netherlandg Franc¢  Germahy Other Elﬁjme Others Total
Kingdom States

1990 92,222 202,374 17,238 44924 72,796 37,851 20,778 132,327 620,510
1991 | 100,648 248,463 20,153 31,658 75,155 38,730 27,737| 141,456 684,000
1992 96,218 282,198 24,122 47,14¢ 80,318| 43,329 23,648| 150,791 747,770
1993 | 111,392 225,929 21,927 69,763 118,712 46,929| 72,449| 163,819 830,920
1994 | 140,714 243,155 21,663 77,226 161,547] 51,091] 46,770] 176,600 918,766
1995 | 161,57( 284,777 23,817 86,623 126,235 76,374 62,350| 215,911 1,037,657
1996 | 144,074 196,735 26,944 159,824 94,840| 68,680 69,610 247,091 1,007,796
1997 | 145,152 199,137 25,712 163,026 98,276| 71,505 77,968| 203,455 984,231
1998 | 128,214 199,383 25,486 184,340 108,291] 71,360| 91,920] 225,925| 1,034,921
1999 | 123,73¢q 189,873 25,697 217,021 113,569| 73,175 95,964 297,199 1,136,233
2000 | 119,673 249,744 29,661 281,877 122,113| 91,778| 158,474] 439,057| 1,492,377
2001" | 123,100| 244,409 28,401 184,030 107,409] 92,707| 141,822| 304,544| 1,226,422

2001*

Jan. 9,111 19,820 2,509 23,631 8596| 6,841 12,274 27,196| 109,984
Feb. 8,760 20,996 2,484 15,258 9,168 7,154 9,261| 24,802 97,880
Mar. 11,189| 22,727 2,034 16,494 9932 8,993 13,428 35641 120,438
Apr. 9,774| 20,204 2,209 14,053 8623| 6,873 10,865 26,055 98,656
May 11,071 22,615 2,472 12,928  9,749| 8,485 13,307 26,414] 107,041
June 9,600 21,705 2,024 13,863 9,280| 7,830 12,282 27,161 103,835
July 10,950| 20,968 2,417 14,933 10,003| 9,742 12,229 25,138 106,380
Aug. 9,340| 15,856 2,735 11,094  7,207| 8,203 9,489 26,0771 90,901
Sept. 9,520 17,320 2,105 15,331 7,280| 6,608 8,605 17,218 83,093
Oct. 13,078| 22,820 2,793 13,338 11,035 8,364 13,691 23,236 108,355
Nov. 11,488 21,690 2,603 16,768  9,097| 6,707 12,731 25,113 106,197
Dec. 9,129 17,688 2,016 15,430  7,439| 6,907 13,660 20,493 92,762
2002*

Jan. 9,103 16,400 2,126 15,270 7,091 6,922 9,949 21,598 88,459
Feb. 8,831 16,858 2,260 14,356 7,669 7,047 9,094| 20,799 86,914
Mar. 10,609| 20,654 2,366 18,309 87267/ 7,811 11,497 21,268 100,781
! Provisional.

Source: National Statistics Office.
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TABLE 4.6 DOMESTIC EXPORTS BY COMMODITY SECTIONS

Lm thousands

L Crude . . .
Food |Beverage$Materialy | .. Animal/ Semi- | Machinery Manufacq . ..
. . ) Mineral | Vegetablg . Manufac and Miscel-
Periodand Live] and Inedible Chemical tured Total
Animals| Tobacco| except Fuels etc Fats and tured Trapsport Articles laneoug
Oils Goods | Equipment
Fuels
1990 4,74 2,284 1979 112 1 3,879 29,762 174,036 111,729 204 328,736
1991 5,561 2,559 1,201 29 - 6,24% 28,986 216,011 110,629 774 371,998
1992 7,884 1,779 1241 31 - 8,64% 31,540 274,651 124,596 1,159 451,52
1993 9,588 1,553 1,940 - - 10,121 33,082 280,385| 139,794 284 476,74%
1994 10,981 1,26% 1,333 35 - 10,30% 34,714 356,582 131,91 3 547,209
1995 8,379 1,864 1,616 3 - 11,27% 37,524 425,897 142,620 541 629,72
1996 10,734 2,86 1,477 54 1 14,330 42,109 354,578 143,376 371 569,901
1997 13,65} 2,13 2,325 26 - 14,697 42,658 342,551 145,694 184 563,95
1998 13,481 2,13 1,523 9 2 13,242 48,237 444,893 140,749 550 664,816
1999 15,48y 2,07 1,446 - 14,218 50,062 475,472 152,619 1,054 712,43
2000 17,116 3,53 2,198 - - 13,021 53,913 736,076/ 151,268 404 977,53%
200¢ 20,8049 5,197 2,013 19 - 16,003 50,701 537,944 156,94% 4070 790,03
2001*
Jan. 1,758 291 111 - - 1,66 4,066 55,162 11,199 19 74,272
Feb. 69] 344 263 - - 1,261 3,729 48,600 13,228 60 68,179
Mar. 604 505, 136 - - 1,443 4,946 60,244 13,423 67 81,367
Apr. 1,174 602 174 - - 1,150 4,866 40,841 13,988 12 62,808
May 1,404 420 102 19 - 1,244 4,251 47,700 12,984 64 68,19
June 1,67p 88 216 - - 1,192 4,571 48,547|  13,56¢ 3 70,68}
July 2,504 587 82 - - 1,27 4,424 34,015 14,49¢ 3 57,47
Aug. 3,287 468 237 - - 1,621 3,459 35,460 11,68% 1d 56,228
Sept. 1,998 54( 86 - - 1,427 3,225 44,643  11,78f 4 63,751
Oct. 1,191 329 227 - - 1,191 4,958 36,521 13,84p 14 58,272
Nov. 2,709 185 175 - - 1,391 4,437 46,598 14,26} 69,749
Dec. 1,81 42 204 - - 1,142 3,769 39,613 12,491 - 59,0710
2002!
Jan. 90! 134 74 - - 91 3,806 35,673 11,268 49 52,822
Feb. 1,08 164 260 - 27 1,084 5,222 43,721 15,420 91 67,088
Mar. 1,13 90 119 - 23 1,102 4,085 48,997 12,34} - 67,890
! Provisional.

Source: National Statistics Office.
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TABLE 4.7 IMPORTS BY COMMODITY SECTIONS

Lm thousands

Crude . . .
) Animal/ Semi- | Machinery
Food angBeveragesMaterials| . . Manufac-| | .
. . ) Mineral |Vegetablg . Manufac- and Miscel-
Period Live and Inedible Chemical tured Total
) Fuels etc| Fats and tured | Transport] . laneous
Animals| Tobacco| except - ; Articles
Qils Goods | Equipmen
Fuels
1990 53,914 7,378 12,51 31,7Y5 1,815 42700 120,135 284,110 b4,455  |11,707 620,5(

1991 61,587 8,105 12,624 34,687 1,999 46,[20 124,487 321,740 51,572 10,531 684,0(
1992 66,414 7,691 13,697 35,0p4 2,125 50,691 124,723 341,673 /4,568 9,139 747,71
1993 70,509 8,773 13,934 38,92 2,498 56,892 134,377 416,097 86,818 6,750 830,92
1994 64,699 14,526 16,524 40,7p5 2,479 63/575 131,231 482,024 D3,266 9,678 918, 7¢

1995 87,514 14,090 14,901 40,8p7 2,820 70,804 143,680 533,304 1p0,907 8,740 [1,037,6
1996 91,764 13,590 12,842 53,7p3 2,867 74282 141,770 486,082 119,614 |11,218 [1,007,7
1997 97,815 16,640 13,197 51,8R0 2,937 78,930 140,829 449,604 113,202 9,657 984,2:
1998 96,699 15,541 14,47 39,2B1 2,189 80,132 143,251 520,242 113,370 9,139 [1,034,9
1999 99,414 18,002 13,187 58,75 2,345 82431 14(),688 594,148 118,875 8,417 [1,136,2
2000 103,644 18,785 13,597 106,476 2,239 92{470 144,994 892,574 146,821 | 10,774 ]1,492,3
2001 | 108,773] 21,936 14,101 101,992 1,931 89,p18 147,722 60B,194 1p1,512 11,040 [1,226,4:
2001t

Jan. 6,473 957 914 8,791 161 8,995 11,864 61,441 D, 487 938 109,984
Feb. 6,924 1,731 1,384 8,941 163 6,692 11)584 50,659 B,926 886 97,88C
Mar. 9,184 2,211 1,077 11,845 1¥1 7,897 13,660 61,960 10,547 1,006 120,43¢
Apr. 7,886 1,613 1,327 5,34 195 6,990 12,153 50,851 11,583 726 98,656
May 10,018 2,482 1,328} 6,095 105 7,365 14,p26 52,441 11,559 1,123 107,041
June 8,207 2,768 1,137 9,967 %0 6,444 13|284 51,444 9,390 1,094 103,83
July 9,912 1,759 1,157 7,678 301 8,466 13,p13 52,123 19,697 974 106,380
Aug. 9,548 1,878 1,166} 13,648 185 7,299 9,[706 38,511 B, 247 732 90,901
Sept. 10,17 1,086 944 6,834 1p6 6,446 10§345 31,765 0,363 906 83,997
Oct. 11,548 1,977 1,337 4,063 1p8 8,155 13,958 54,661 1p,825 1,073 108,35¢
Nov. 10,176 2,195 1,055 9,848 140 7,343 12,[748 511,420 10,403 829 106,197
Dec. 8,725 1,279 1,270 8,948 186 6,126 10,481 44,918 7,485 753 92,762
2002

Jan. 8,884 1,053 964 9,648 31 7,035 11,666 41,201 b,994 660 88,459
Feb. 7,903 1,745 1,019 7,814 1B4 7,011 11234 41,408 7,870 729 86,91°F
Mar. 8,844 2,435 1,007} 7,297 117 8, 3\34 12,B30 49,587 19,346 615 100,781
1 Provisional

Source: National Statistics Office.
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TABLE 5.1 GROSS NATIONAL PRODUCT
By Catayory of Expenditure at Current Market Prices

Lm thousands

Net
] Less
Government | Gross Fixe Exports or] ) Gross |Investment Gross
Consumersl - . Inventor

Period Expenditure! Consumption)_ Capital Chan eg Goods & IETEtzlnz;tTJ?Ie Igzggs ;ﬁ Domestiq  Income | National

P Expenditure? | Formation® 9€31 services| P . Product| from | Product

Services 5
Abroad

1990 460,845 129,153 232,611 12,468 626,415 1,461,692 126,947 734,745 5,017
1991 494,504 147,055 239,144 15,456 701,865 1,598,124 191,249 B06,875 49,663
1992 531,530 164,334 240,874 ms 804,056 1,744,760 86,010 B74,750 1,695
1993 561,498 188,867 276,8$4 3,108 896,325 1,927,197 987,163 P40,034 5,481
1994 608,288 209,519 305,38 9,957 994,410 2,127,562 1,399,028 1J028,534 (19,331
1995 700,425 235,205 365,115 1,183 1,074,708 2,376,696 1,231,172 1J145,524 |11,952
1996 764,901 259,79¢ 345,245 -1,424 1,045,593 2,414,125 1,212,839 1{201,286 | 3,185
1997 803,493 264,053 326,443 3,J09 1,095,775 2,492,773 1,204,554 1|288,219 | 4,096
1998 846,002 269,039 333,561 -10,457 1,194,676 2,632,621 1,270,297 362,324 127,377
1999 915,014 272,587 339,915 9,383 1,321,307 2,858,266 1,402,167 1|456,099 (12,437
2000° 999,027 291,085 409,247  32,6p3 1,604,223 3,337,225 1,474,856 1)562,369 54,255
2001° | 1,039,262 328,140 376,934 -44,302 1,421,847 3,127,881 1,401,167 1]626,714 (-2,180
2001°
Mar. 233,559 78,727 95,540  23,4p2 343,785  775(043 387,626 387,417 11,013
June 261,099 80,79 93,609 -27,167 370,107 774,438 374,573 J03,865 |2,190
Sept. 276,390 81,390 91,704  -44,317 373194 778361 361,065 417,296 950
Dec. 268,214 87,233 96,0841 3,760 340,761 796|039 3y7,903 418,136 -16,333
2002°
Mar. 256,541 85,646 87,714 -5,5p4 317,734 742|101 3,278 398,823 13,642

1 Expenditure on consuption of goods and servicey Ipersons and nopeofit makirg bodies.

2 Excludes transfegayments (social secuyibenefits, subsidies agtants) and gatal expenditure.

% Expenditure on fixed qatal assetsypthe Government as well as thévate andparastatal sectors.
4 Increase in the quantity of stocks and work in progress held by the Government and trading enterprises. This is@lbtsitkelas
and therefore contains the error term.
5 Income from foreign investments held by private individuals and corporations, the Government and the banking sector, less interes
payments by local banks to non-resident deposit holders, dividends payable to non-resident shareholders, as well as undistributed prof
of non-resident owned cqamies.

% Provisional.
Source: National Statistics Office.
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TABLE 52 TOURIST ARRIVALS BY NATIONALITY

) United North Scandinavian| United

Period Kirgdom Italy Africa Germary Cortried | States All Others Total
1990 | 450,002 64,039 33,881 | 130,203 20444 | 9,934 149,273 871,776
1991 | 458,523 64,008 50,094 136,452 17,891 8,809 159,259 895,036
1992 | 525,629 76,045 43,882 153,531 21,851 9,302 172,142 | 1,002,382
1993 | 520,778 85,671 53465 | 176,077 21,276 (10,314 195632 | 1,063,213
1994 | 530,385 98,746 45,337 | 200,281 20,920 (11,973 259581 | 1,176,223
1995 | 461,159 97,384 43,534 187,761 32979 10,945 282,209 |1,115971
1996 | 398,899 89,439 56,958 184,110 33,338 11,969 279,075 |1,053,788
1997 | 436,899 90,190 45,702 | 193,020 33576 [14,924 296,850 |1,111,161
1998 | 448,763 90,558 44,508 203,199 35414 17,641 342,157 (1,182,240
1999 [ 422,368 92,726 52,537 212,430 46,365 [18,558 369,246 | 1,214,230
2000 | 428,780 92,522 52,275 | 204,749 46,273 119,269 371,845 (1,215,713
2001 | 451,530 93,564 39,167 | 160,262 46,395 119,986 369,241 (1,180,145
2001

Jen 18,983 2,838 3,046 6,635 1313 1,142 10,096 44,053
Feb. 22,328 2,845 2371 10,823 1942 | 1,270 14,313 55,892
Mar. 33,631 5,044 3126 14,474 3690 | 1,755 23,388 85,108
Apr. 34,451 8,820 2,876 17,982 5,288 2,225 36,157 107,799
May 47,562 5,198 3,007 15,438 4,770 2,576 37,096 115,647
Jdure 43,419 8,950 3,166 13,689 5873 | 2,606 42,772 120,475
Jduly 53234 14,424 4,316 17,598 6695 | 2111 52,132 150,510
Auw. 55,356 24,771 5,489 14,147 3,787 1,665 47,729 152,944
Sept. 51,047 7,800 3,845 19,206 4,821 1,326 43171 131,216
Oct. 43,218 4,219 3074 17,321 5073 | 1,280 32,670 106,855
Nov. 28,405 3,647 2,206 7,809 1968 | 1,145 15318 60,498
Dec. 19,89% 5,008 2,645 5,140 1175 885 14,399 49,148
2002

Jan. 16,029 3134 2512 3412 12% | 1,146 9,79% 37,325
Feb. 21,854 344 2,214 8,051 1,785 1527 14,414 53,339
Mar. 32478 6,152 2416 15,388 3,063 1774 23,927 85,198

1 North African countries include Agria, Egypt, Libya, Morocco and Tunisia.
Scandinavian countries include Denmark, Ngnaad Sweden.
Source: National Statistics Office.
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TABLE 5.3 LABOUR MARKET
Labour Supply Gainfully Occupied Unemploymen"t

End of
Period| Males | Femaled Total| Male§ FemalesTotal

Males Females Total
Amount| percerft| Amount| percerit| Amount| Percerft

1990 | 96,306 31,153 127,4p9 91,692 30,831 122,023 4614 4.8 822 2.6 5,436 4.3
1991 | 97,241 32,210 129,4p1 92,922 31,p57 124,179 4319 4.4 953 3.0 5,272 4.1
1992 | 98,921 33,024 131,945 94,084 31,898 128,982 4837 4.9 1,126 3.4 5,963 4.5
1993 | 99,239 33,174 132,413 93,333 32130 125,463 5906 6.0 1,044 3.1 6,950 52
1994 | 100,092 34,040 134,112 94,%87 33,081 127,668 5[505 5.5 939 2.8 6,444 | 4.8
1995 | 102,158 35,612 137,770 97,241 341709 131,950 4917 4.8 903 25 5,820 4.2
1996 | 103,328 36,944 140,267 97,493 35702 134,195 5830 5.6 ,242 3.4 7,072 5.0
1997 | 103,03 37,241 140,24 96,958 36,023 134,581 6[475 6.3 ,218 3.3 7,693 55
1998 | 103,23p 37,991 141,186 96,460 36,816 134,276 6(775 6.6 [,135 3.0 7,910 5.6
1999 | 103,568 39,040 142,68 96,478 37,824 134,302 7(090 6.8 ,216 3.1 8,306 5.8
2000 | 103,831 40,185 144,006 97,689 39139 134,828 6[142 5.9 |,046 2.6 7,188 5.0
2001 | 103,96y 40,992 144,99 97,806 39/690 137,496 6|161 5.9 ,272 31 7,433 51
2001

Jan. | 104,397 40,344 144,741 98,139 39{262 137,401 6258 6.0 1,082 2.7 7,340 51
Feb. | 104,598 40,401 144,999 98,344 39323 134,667 6[254 6.0 |,078 2.7 7,332 51
Mar. | 103,463 40,444 143,9p7 97,324 39,401 136(725 6,139 5.9 1,040 2.6 7,180 5.0
Apr. 103,409 40,58p 143,991 97,457 39,53 137|010 5,50 b.8 1,030 25 6,980 4.8
May |103,337 40,582 143,919 97,499 39,639 137{138 5,840 b.7 940 2.3 6,780 4.7

June | 103,17p 40,730 143,909 97,581 39(799 137,380
July | 103,267 41,189 144,466 97,470 39,p45 137615
Aug. | 103,36% 41,266 144,681 97,432 39,p43 137|575
Sept. | 104,188 41,318 145506 98,418 40|104 138,522

600 54 930 2.3 6,530 4.5
600 5.4 1,240 3.0 6,840 4.7
730 b.5 1,320 3.2 7,060 4.9
770 55 1,210 29 6,980 4.8

o 99

Oct. | 104,457 41,291 145,748 98,496 40,069 138565 5]960 5.7 1,220 3.0 7,180 4.9
Nov. | 104,41% 41,217 145,682 98,489 39,p15 138204 6,30 5.9 1,300 3.2 7,430 51
Dec. | 103,96y 40,9942 144,99 97,806 39,690 137,496 6]161 5.9 1,272 3.1 7,433 51

2002
Jan. | 104,23y 40,942 145,179 97,06 39)533 131,239 6531 6.3 1,409 3.4 7,940 55
Feb. | 104,265 40,941 145,186 97,707 39)538 134,245 6]558 6.3 |,383 3.4 7,941 55

! Figures of unemployment exclude recruitment in the Emergency Labour Corps (set up in May 1972), the Pioneer Corps (set up in.
1973) and DIM (setpin Februay 1975).

2 As apercentge of male labour suly.
® As apercentage of female labour gyly.
Source: Employment and Training Corporation.
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TABLE 54 NUMBER OF APPROVED COMMERCIAL PROPERTY
APPLICATIONS, BY PURPOSE *

Minor new
Period| Agriculturd Manufacturin JWareg(f):iglsgz/Retal /Tﬂﬁiies!:n Re;:)ec?;lgna / Parking c;v;r:gzl of Other | Total
use
1993 168 64 400 26 70 176 666 1,350 2,920
1994| 245 71 775 45 363 287 1,404 244 3,454
1995 293 69 924 27 434 188] 1,731 411 4,077
1996| 234 37 827 21 352 154 1,632 611 3,868
1997 248 49 545 28 362 169 1,594 949 3,944
1998| 273 97 564 47 770 193 1,729 91 4,644
1999| 231 112 858 29 378 205 1,600 740 4,153
20001 270 104 790 36 588 236 1,486 1,410 4,620
2001] 312 58 1,019 24 485 214 1,095 1,491 4,698

1 This Table replaces the previous Table 5.4, which showed building applications approved by purpose and floor space area, as
data on the latter are no gar available.

2 Including applications for advertisements and for the mixed residential and patpises.

3 Including applications for restaurants and café bars.

Source: Planning Authority.

TABLE 5.5 DWELLING UNITS GRANTED DEVELOPMENT PERMISSION,

BY TYPE
Period Apartments Maisonettes Terraced Houses Other Total
1993 1,192 651 1,016 114 2,973
1994 1,095 476 488 44 2,103
1995 1,910 1,064 1,004 161 4,229
1996 1,601 1,183 495 72 3,351
1997 1,656 1,060 570 125 3,411
1998 1,742 790 339 133 3,004
1999 1,452 473 271 77 2,273
2000 1,473 583 246 67 2,369

Note: Changes to the data are mainly due to the policy adopted by Planning Authority to reassess permit applications on a
continuous basis.

Source: Planning Authority.
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TABLE 5.6 INFLATION RATES *
(Base 1946 = 100)

Inflation Rate Inflation Rate
Year Index %) Year Index %)
1946 100.00 - (Continued)
1947 104.90 4,90 1974 234.16 7.28
1948 113.90 8.58 1975 254.77 8.80
1949 109.70 -3.69 1976 256.20 0.56
1950 116.90 6.56 1977 281.84 10.01
1951 130.10 11.29 1978 295.14 472
1952 140.30 7.84 1979 316.21 7.14
1953 139.10 -0.86 1980 366.06 15.76
1954 141.20 151 1981 408.16 11.50
1955 138.80 -1.70 1982 431.83 5.80
1956 142.00 231 1983 428.06 -0.87
1957 145.70 2.61 1984 426.18 -0.44
1958 148.30 1.78 1985 425.17 -0.24
1959 151.10 1.89 1986 433.67 2.00
1960 158.80 5.10 1987 435.47 0.42
1961 164.84 3.80 1988 439.62 0.95
1962 165.16 0.19 1989 443.39 0.86
1963 168.18 1.83 1990 456.61 2.98
1964 172.00 2.27 1991 468.21 2.54
1965 174.70 157 1992 475.89 1.64
1966 175.65 0.54 1993 495,59 4.14
1967 176.76 0.63 1994 516.06 413
1968 180.42 2.07 1995 536.61 3.98
1969 184.71 2.38 1996 549,95 2.49
1970 191.55 3.70 1987 567.95 3.27
1971 196.00 2.32 1998 580.61 2.23
1972 202.52 3.33 1999 593.00 2.13
1973 218.26 7.77 2000 607.07 2.37

2001 624.85 2.93

! The Index of Inflation (Base 1946=100) is compiled by the National Statistics Office on the basis of the Retail Price
Index in terms of Section 10C of the Hogs{econtrol) (Amendment) Act 1979.

2 Following the revision of the utility rates in November 1998, the index and the rate of inflation for the year 1997 were
revised to 567.08 and 3.11% respectively. Consequently, the rate of inflation for 1998 would stand at 2.39%.
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TABLE 5.7 RETAIL PRICE INDEX *

(Base 1995 =100)

Period All ltems
1990 84.73
1991 86.88
1992 88.30
1993 91.96
1994 95.76
1995 99.57
1996 102.05
1997 105.39
1998 107.74
1999 110.04
2000 112.65
2001 115.95
2001
Jan. 112.95
Feb. 113.26
Mar. 113.94
Apr. 114.52
May 115.62
June 115.75
July 116.31
Aug. 117.30
Sept. 117.66
Oct. 116.82
Nov. 118.48
Dec. 118.76
2002
Jan. 118.23
Feb. 117.44
Mar. 117.55

! The New Retail Price Index, which has an "All ltems" reading only, is based on the Household Budgetary
Survey carried out in 1994-95. As it has a different weighting structure, reflecting the changed expenditure
patterns that emged from the survg it is not continuous with the old (1991=100) index.

Source:National Statistics Office.
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GENERAL METHODOLOGICAL NOTES

General Standards

The methodology underlying the compilation of monetary and banking statistics is generally consistent
with internationally agreed statistical concepts, definitions, and classifications as published in the
International Monetary Fund'’s (IMFMonetary and Financial Statistics Manual 2000".

Release of Monetary and Banking Statistics

Monthly monetary and banking statistics are posted on the Central Bank’s website by the end of the
month following the reference month. Subsequently, detailed monetary data, together with related
analytical information, are released in the press throug8ttiistical Release on Monetary Aggregates

and their Counterpartand in the Central Bank®uarterly ReviewandAnnual Report

Determination of ‘Residence’

Monetary data are based on the classification of transactions by the residence of the transactors. Thi
transactors in the institutional sectors may eitheres&entsor non-residentsof Malta, a transactor

being that economic entity that is capable in its own right of owning assets, incurring liabilities and
engaging in economic activities with other entities. The internationally agrsie@ncecriterion for the
purposes of statistical compilation is based on the transactor’s ‘centre of economic interest’. Thus, a
transactor is considered to be a resident of Malta when it is engaged in a significant amount of production
of goods and/or services in Malta or when it owns or rents land or buildings located in the country. The
enterprise must maintain at least one production establishment over a period of at least one year (in
economic activities and transactions on a significant scale). The economic territory includes free
enterprise zones and bonded warehouses or factories operated by offshore enterprises under custon
control. Transactors not meeting the above-mentioned criteria are considerednerbsidentunits, ie.

units that have their ‘centre of economic interest’ in other countries. Most offshore companies which are
registered in Malta are treated as non-resident units since they do not have a centre of economic interes
in Malta. Furthermore, diplomatic bodies, embassies, consulates and other entities of a foreign
government located in Malta are considered as residents of the country they are representing and not @
Malta.

Sector Classification of the Maltese Economy

The sectors of the Maltese economy, for statistical reporting purposes, are currently broken down by their
primary activity into:

(a) Banking Institutions

(b) General/Central Government

(c) Private Corporate/Business (non-bank) enterprises

(d) Public Corporations and Authorities

(e) Personal (or Households)

In addition to the above, there are those transactors that are considered to be non-residents (also referr

Central Bank of Malta, Quarterly Review, June 2002 123



to as the ‘external sector’ or the ‘rest of the world’).

(a) As from January 2001, tBanking Institutions are divided into three subsectors :

0] Central Bank of Malta
(i) Deposit Money Banks (DMB)
(iit) International Banking Institutions (IBI)

The Central Bank of Malta is a distinct corporate body having specialised functions. It is assigned
the responsibilities normally assigned to the monetary authority of a country, which include the
issuing of notes and coin, holding the external reserves of the country, ensuring monetary stability,
and the safeguarding of a sound financial sysieposit Money Bankg§DMB) are those banking
institutions that offer deposits payable on demand, transferable by cheque, or otherwise usable for
making payments to non-bank enterprises and houseHhotdsnational Banking Institutions (IBI)

are those banks that offer international banking facilities mainly to non-residents and accept deposits
primarily from non-residents. Since international banking institutions are permitted to offer demand
deposits to their customers, their assets and liabilities are consolidated with those of the deposit money
banks in order to derive the statistical data for Bamking Surveyshown in theQuarterly Review's
Statistical Tables annex). The consolidated data of the IBI sector do not distinguish between those
institutions that are registered under the Banking Act 1994 and those that are registered under the
Malta Financial Services Centre Act, 1988.

(b) The principal function oGeneral/Central Governmentis to carry out public policy through the
production of non-market services, primarily for collective consumption, and the transfer of income,
financed mainly by taxes on units in other sectors of the economy. For statistical reporting purposes
only one level of government exists in Malta, namely the central government, which implies that all
central government operations also constitute the operations of general government. Thus, central
government currently includes the local councils and the public non-profit institutions (such as
government appointed commissions, boards, agencies, foundations etc). Public corporations and
authorities, often referred to as non-financial public institutions (NFPIs), are not included in this sector
(see section d).

(c) ThePrivate Corporate/Business Sectocomprises resident non-bank corporations under private
ownership or control which are principally engaged in the production of market goods and non-bank
services. These entities are collectively owned by shareholders that have the authority to appoint
directors responsible for general management and may be a source of profit or other financial gain to
their owners.

(d) Public Corporations and Authorities include non-bank corporations/authorities (also referred to as the
parastatal sector or the non-financial public institutions) that are subject to control by government.
‘Control’ is defined as the ability to determine general corporate policy. Such public corporations and
authorities are normally involved in the production of industrial and commercial goods or the provision
of services for individual or collective consumption on a large scale.
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(e) The Personal Sector (or Household Sectoipclude both resident individuals and unincorporated
enterprises. A household may be defined as a group of persons who share accommodation, pool thei
income and wealth and who consume certain types of goods and services collectively. The latter are
those involved in small-scale production that provides employment and income for individuals or their
families.

Measures of Money

The Central Bank of Malta compiles data on three main monetary aggregates, Namely Money
(M1), Quasi-MoneyandBroad Money (M3). Narrow Money (M1) includes the most liquid components of
Broad Money namely currency in circulation and demand deposits. Quasi-money comprises the residents
savings and time deposits. Broad money comprises the resident non-bank sector’s holdings of bank
notes and coin in circulation, and the resident non-bank deposits irrespective of denomination and
maturity. Thus, Broad Money (M3) is broken down as follows:
Notes and Coin in circulation outside the banking system
Deposits (non-bank), including:
Demand (current)
Savings
Time (fixed) deposits

The Monetary Base(MO) is defined as currency in issue and banks’ deposits with the Central Bank,
excluding term deposits.

Compilation Process

Monetary and banking statistics are based on a consolidation of the monthly financial statements
provided by the three subsectors of the local banking system. Figures for the Central Bank of Malta are
obtained from the Bank’s monthly balance sheet. The banking institutions have to submit data to the
Central Bank of Malta no later than fifteen days following the end of the reporting month or quarter.
Branches, agencies and offices of banking institutions operating in Malta and which are not incorporated
in Malta are also obliged to submit financial information in the requested schedules. The institutions
compile monthly financial information in line with the international accounting norms as issued from time
to time by the International Accounting Standards Committee. The monthly financial data of the
international banking institutions regulated by the Malta Financial Services Centre Act, 1988 are submitted
directly to the Central Bank by the Malta Financial Services Centre.

Basis of Calculation

Generally, monetary data show stock positions, i.e. outstanding balances on a particular date (end-month
end-quarter or end-year). Monetary data aggregates are consolidated, thus all identifiable interbank
transactions are eliminated. Assets and liabilities which are denominated in foreign currencies are
converted into Maltese Liri (Lm) at the middle exchange rate in effect at the end of the reporting period.

Central Bank of Malta, Quarterly Review, June 2002 125



Valuation

Assets and liabilities are reported at book value. Thus, investments such as securities and deposits at
shown netted of any premium and accretion of discount. Loans and advances include overdrafts but
exclude bills discounted, and are reported before adjustments for specific and general provisions for bac
and doubtful debts. Interest in suspense is included in the reported loans and advances. Monetan
figures are shown on accrual basis.

Official External Reserves

Theexternal reservesoncept is in line with the International Monetary Furigisance of Payments
Manual (Fifth Edition): Itis based on a balance sheet framework and calculated on a gross basis. The
types of external reserves covered in this measure comprise convertible currencies, IMF-related assets an
holdings of gold. Convertible currencies comprise cash and bank balances denominated in foreign
currency, placements with non-resident banks, the portfolio of non-resident investment securities and
other foreign currency assets. IMF-related assets comprise holdings of Special Drawing Rights allocated
to Malta or acquired in accordance with IMF requirements and the Reserve Tranche Position with the
IMF.

Financial Market Rates

The statutory interest rates used by the Central Bank of Malta and other indicative benchmark money
market rates are given as end-of-period rates in percentages per annum. The repurchase agreement/te
deposit rates represent the prevailing rates as at the end of the month quoted from the last repurchas
agreements session and the rates offered by the Central Bank. The interbank market offered rates are tt
prevailing rates in dealings between the banks in the official interbank market.

The weighted average deposits on current, savings and time deposits pertain to the Deposit Money
Banks' interest rates on resident Maltese lira deposits. These are calculated by multiplying each amoun
by the different rates in each type of deposit and dividing by the total amount of each type of deposit. The
weighted average lending rate is calculated by multiplying the amount of each loan or advance extendec
to residents in local currency by the interest rate applied thereto, and dividing by the total amount.

The interest rates applicable on government Treasury bills are obtained from the official rates quoted by
the Treasury. These are weighted averages of the rates attached to the bills that are taken up by tf
bidders at the weekly auction. Interest rates on Malta Government Stocks represent weighted average
gross redemption yields on applicable stocks with periods specified referring to remaining term to maturity.
The Malta Stock Exchange Share Index measures movements in the price of all ordinary shares listed ir
the Official List of the Malta Stock Exchange. It is a market capitalisation index which weights the price
and the number of shares of each listed firm. The index has a base of 1000 initiating on December 27, 199~
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Sources of other economic data:

Government Finance
The Treasury

Public Debt

Gross Government debt comprises the total amount of government debt outstanding denominated in
domestic and in foreign currency. The source for data on Treasury bills and government external debt is
the Central Bank of Malta, while the source for Malta Government Stocks is the Malta Stock Exchange.
Also shown are data on debt guaranteed by government, which mainly relates to the non-financial public
sector companies. Government guaranteed debt excludes guarantees on the MIGA and IBRD position:
and government guarantees on foreign loans taken by the Central Bank on behalf of government: Thes:
loans already feature in the calculation of government external debt.

External Transactions

Exchange Rates — Central Bank of Malta
Foreign Trade — National Statistics Office

Real Economy

Gross Domestic Product — National Statistics Office
Tourist Arrivals — National Statistics Office

Labour Market — Employment and Training Corporation
Building and Construction — Planning Authority
Inflation — National Statistics Office
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