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1. FOREWORD

ECONOMIC SURVEY

The Central Bank left the central intervention rate
and the discount rate unchanged at 4% during the
third quarter of 2002 and in the first two months
of the following quarter.  In December, however,
the Bank lowered both the central intervention
rate and the discount rate by 25 basis points to
3.75%.  This decision was taken by the Governor
following a meeting of the Monetary Policy
Advisory Council, in line with the provisions of
the amended Central Bank of Malta Act, which
entered into force on October 1, 2002.  The Bank’s
decisions were based on its analysis of economic
and financial developments in Malta and abroad
and were consonant with its monetary policy
strategy, which is based on pegging the Maltese
lira to a basket of major currencies.

Throughout the third quarter of 2002, considerable
uncertainty as to the timing and extent of the
recovery in global economic conditions prompted
major central banks to leave official interest rates
unchanged. During the December quarter,
however, increasing concern about the weakness
of economic growth prompted both the Federal
Reserve and the European Central Bank to reduce
official interest rates. As money market rates in
Malta during the quarter eased in line with rates
abroad, the premium on Maltese lira short-term
interest rates remained relatively stable
throughout the second half of the year.  Despite
this stability in the interest rate differential, the
Central Bank’s net foreign assets expanded
continuously throughout the September quarter
and into the final quarter of the year – a
development that supported the Bank’s decision
to reduce interest rates in December.

Economic growth continued to pick up during the
third quarter of 2002, with real GDP rising by 4.1%

on a year-on-year basis, compared with 2.7% in
the previous quarter.  Growth was mainly driven
by exports, as foreign sales of manufactures rose,
outweighing a further contraction in tourism
earnings.  At the same time, however, domestic
demand moderated, as investment fell and private
and public consumption expenditure grew at a
slower pace.

Replies to the Bank’s latest business perceptions
survey, which was carried out between October
and November 2002, confirmed the pick-up in
activity during the September quarter, with
respondents registering increases in domestic
and export sales.  In particular, respondents from
export-oriented manufacturing firms, as well as
those operating in distribution, finance and ‘other
services’, reported a higher turnover.  In contrast,
domestically-oriented manufacturing firms and
operators in the tourism industry recorded a drop
in sales.  Overall, however, business sentiment
remained slightly positive.  But surveyed firms
expected a slowdown in export activity and
suggested that domestic demand would remain
stable in the near term.

Despite the pick-up in economic activity levels,
the labour market remained subdued.  The
seasonal increase in the labour supply was not
matched by job creation in the private sector
and the gainfully occupied population
declined. Consequently, the registered
unemployment rate rose to 5.2% in September
from 4.9% in June.

At the same time, the downward trend in inflation
persisted into the third quarter before stabilising
in October.  The twelve-month moving average
rate of inflation dropped from 3.5% in June to 2.9%
in September, while the year-on-year measure,
which is a more timely indicator of price pressures,
dropped to 1.3% in September, though it picked
up in October.
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Fiscal policy remained expansionary during the
September quarter, but the deficit narrowed
compared with  the first two quarters of the year.
Revenue expanded at a faster pace, boosted by
one-off receipts, while expenditure growth slowed
down.  According to the revised estimates for
2002 published in November, the Government is
projecting a deficit of Lm78.5 million for the year,
implying a fiscal surplus in the final quarter.
Despite the projected consolidation in the fiscal
position during 2003, the underlying fiscal stance
is expected to remain expansionary.

In line with the normal seasonal pattern, the
balance on the current account of the balance of
payments shifted into surplus during the
September quarter following three consecutive
quarterly deficits. When compared with the
corresponding quarter of 2001, the surplus
widened during the quarter reviewed as relatively
rapid export growth led to the narrowing of the
merchandise trade gap and net investment income
inflows increased.  These factors were partly
offset by lower net receipts from transport and
travel that reduced the surplus on trade in
services.  With the capital and financial account

(excluding movements in the official reserves)
continuing to record net inflows, the balance of
payments ended the quarter in overall surplus.
This was reflected in an increase in the official
reserves.

An impressive rise in the net foreign assets of the
banking system fuelled monetary expansion
during the third quarter, with broad money
increasing substantially.  Underlying credit
growth, especially to the private sector, remained
weak, however.  These trends in broad money and
its counterparts extended into the fourth quarter.
Given that excess liquidity in the banking system
persisted, the Central Bank continued to absorb
funds through term deposit auctions to counter
downward pressure on interest rates in the
financial markets.

A qualitative assessment of the likely
developments in the coming year indicates that
growth is unlikely to accelerate substantially, as
international economic conditions remain
uncertain, while weak labour market activity is
expected to moderate domestic demand.  Inflation
is expected to remain stable.
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2.  THE INTERNATIONAL
 ENVIRONMENT

The World Economy

During the third quarter of 2002 the global
economic recovery remained fragile. In the United
States, a further drop in equity prices and a series
of mixed economic data confirmed that an early
recovery was unlikely. Meanwhile, in the euro
area economic activity was still anaemic, while the
Japanese economy only showed signs of a
marginal improvement. As a result the
International Monetary Fund lowered its growth
forecasts for most major economies, both for 2002
and for 2003.

Economic and Monetary Developments in the
Major Economies

The United States economy expanded at an
annual rate of 4% during the September quarter,
reflecting an upturn in consumption and
government spending and a build-up in
inventories.  Spending on equipment and
software was also up, by 6.6% from the second
quarter, while exports increased by 3.3%.
Although the GDP data showed a significant
improvement from the 1.3% growth rate registered
in the June quarter, corporate profits were lower
than expected, while the unemployment rate
remained practically unchanged at 5.7%.
Furthermore, the weak job market and worries
about a possible war with Iraq depressed
consumer confidence and raised the likelihood of
slower growth in the fourth quarter.
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Since the Federal Reserve considered that the
prevailing accommodative stance of monetary
policy along with strong productivity growth
provided sufficient support to economic activity,
it kept its official interest rates unchanged at
1.75% during the September quarter, while US
money market interest rates stood above the
Fed’s benchmark rate throughout the quarter. In
November, however, as new economic data
tended to confirm that uncertainty was hindering
growth, the Fed lowered its target for the federal
funds rate by 50 basis points to 1.25%.

In the Euro area, economic output rose at an
annual rate of 0.8% during the quarter, supported
by an increase in consumer demand and a slight
recovery in business investment. The German
economy grew at an annual rate of 0.3%,
compared with an increase of 0.2% in the June
quarter, buoyed by stronger private consumption
and an increase in exports. In France growth
slipped to 0.2%, from 0.4% during the June
quarter, while in Italy growth edged up to 0.5%
from 0.2%. Concurrently, consumer price inflation
in the area accelerated slightly, reaching 2.1% in
September, which was above the European Central
Bank’s (ECB’s) 2% target. Regardless of the
improved third quarter growth performance,
however, the European Commission expected the
euro area economy to expand at a slower pace in
the fourth quarter.

Taking into account the relative economic
uncertainty together with the risk to price stability
over the medium term, the ECB kept its refinancing
rate unchanged at 3.25% during the quarter.
Furthermore, the ECB resisted political pressure
to ease monetary policy during October and
November. At the same time, euro area money
market rates remained above the ECB’s benchmark
rate.

The United Kingdom economy grew at an annual
rate of 1.8% during the September quarter,
compared to 1.2% in the second quarter, led
by buoyant consumer demand and public

expenditure. Production in the manufacturing
sector increased significantly, following
six successive quarters of decline, while output
in the services sector grew by 0.9% over the
quarter. At the same time, however, investment
declined by over 12% year-on-year. Overall,
the British Government was expecting the
economy to expand at an annual rate of 1.6%
during 2002.

The Bank of England kept its repo rate unchanged
at 4.0% between July and November, as the core
inflation rate remained below the Government’s
2.5% inflation target. Meanwhile, UK money
market rates remained slightly above the Banks’
repo rate in July.  In August and September,
however, UK short-term rates fell below the Bank
of England’s benchmark rate.

In the meantime, the economic situation in Japan
improved significantly, with the economy growing
at an annual rate of 3.0% during the September
quarter. Growth was led by private consumption
expenditure, which grew by 0.8% over the quarter
in spite of near record-high unemployment for
Japan. Private investment fell by 0.9%, however,
and after having raised industrial production
earlier in the year Japanese exports also fell, hit by
the slowing world economy. Against this
background of lower exports and the global
downturn, the Japanese economy is expected to
grow at a slower pace in the months ahead.
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Since the Japanese economy had almost
stabilised, the Bank of Japan left its monetary
policy unchanged during the September quarter.
However, the Japanese central bank reiterated
that it would be prepared to provide more liquidity
to the banking system if the need arose.  In
fact the Bank of Japan effectively eased monetary
policy further in October, when it increased
its purchases of long-term government
bonds and provided further liquidity to the
banking system. Meanwhile, as can be seen from
Chart 2.1, Japanese money market rates remained
stable, at just above the zero level, throughout
the quarter.

Foreign Exchange Markets

During the September quarter, the US dollar
continued to ease against the other major
currencies. This was mainly due to a growing
perception among investors that a United States
led recovery would be much slower than

anticipated.

In July and early August the US dollar continued
to weaken against both the euro and sterling,
undermined by a slide in consumer confidence and
an unexpectedly large drop in manufacturing
activity. Subsequently, the dollar came under
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further pressure, falling below parity with the
euro, reflecting a deterioration of investor
sentiment towards US assets and worries about a
widening in the US current account deficit.
Meanwhile, following the decision by the
Japanese authorities to drop their campaign to
halt the yen’s rise, the Japanese currency also
strengthened against the dollar.

In the second half of August, following a
rebound in US equities, the dollar staged a
modest recovery across the board. During
September, however, the dollar lost further ground
against the euro and sterling, as economic data
gave contrasting signals over the health of the US
economy and concerns over a possible conflict
with Iraq increased.  But the dollar continued to
appreciate against the yen, as the Japanese
authorities announced radical measures to
combat deflation and help their ailing banking
sector.

During October and November, the dollar came
under further pressure against the euro and
sterling, as new data failed to show any signs of
the much-awaited economic recovery in the
United States.

Key Commodities

Throughout the third quarter of 2002 economic
and political tensions continued to generate
interest in gold as an investment. Concurrently, an

increase in industrial demand pushed overall
demand for the metal up further. As a result, the
gold price rose to $325.90 per ounce in September,
before ending the quarter at $323.50 per ounce, up
by 14.5% from the previous year’s third quarter
level.

Meanwhile, after the moderate increase recorded
in the June quarter, the price of oil rose
substantially, supported by higher US gasoline
demand, the possibility of war in Iraq, and an
ongoing situation of unease in Venezuela. The
upward trend in oil prices peaked in September, as
Chart 2.3 shows, buoyed by weather-related
factors in the US.  Consequently, the oil price
stood at $28.15 per barrel at the end of the quarter,
up by 10% from its end-June level.
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Box 1 : DEVELOPMENTS IN INTERNATIONAL ECONOMIC
CO-OPERATION

IMF and World Bank Meetings

On September 28, Finance Ministers and Central
Bank Governors met in Washington D.C. for the
sixth meeting of the International Monetary and
Financial Committee (IMFC) of the IMF and the
sixty-sixth meeting of the Development Committee
of the World Bank and the Fund.

The International Monetary and Financial
Committee (IMFC) noted that the global
economic recovery was proceeding, although at a
slower pace than expected. According to the
Members, growth was expected to strengthen in
the near term, supported by a strong policy
response across the international community.
However, there remained downside risks and
uncertainties. The Committee stressed the fact
that IMF members should continue to adapt
policies as necessary in order to foster broad and
sustained growth, to strengthen policy and
regulatory frameworks, and to support durable
poverty reduction.

The Committee also supported the Fund’s
continuing role in helping poor countries address
the challenge of meeting the Millennium
Development Goals by supporting economic
reforms aimed at accelerating growth and
reducing poverty. It welcomed the increased
momentum in countries’ efforts to develop and
implement their Poverty and Reduction Strategy
Papers (PRSPs) approach, and the Fund and
donors’ efforts to align their support more closely
with PRSPs. Furthermore, the Committee
welcomed the progress made on the Heavily
Indebted Poor Countries (HIPC) initiative. The
Committee reaffirmed the commitment to
implement the initiative and finance it fully to help
countries overcome the burden of unsustainable
debt.

Finally, Members welcomed the actions taken by

many countries to combat money laundering and
the financing of terrorism, and noted the good
start on the first report of the Independent
Evaluation Office on ‘Prolonged Use of Fund
Resources’ to the Executive Board.

The Development Committee welcomed the
progress achieved in the Monterrey Consensus,
which has been laying out a new partnership
between developed and developing countries to
achieve improvements in sustainable growth and
poverty reduction. The Committee then committed
itself to implement the agreed strategies and
partnerships and to use its future meetings to
review progress through clear and measurable
indicators. Members stressed the fact that the
global community must now convert the ideas
and the shared approaches agreed in Doha,
Monterrey and Johannesburg into concrete
action and to measure the ongoing progress. The
Committee reaffirmed the crucial importance of
trade as a source of growth and poverty reduction,
and recognised that it was essential for
developed countries to do more to open their
markets and eliminate trade-distorting subsidies
for products that represent major potential exports
for developing countries. During the meeting,
Members reviewed further experience with the
Fund’s Poverty Reduction Strategy Papers
(PRSPs) approach, which confirmed the broad
findings of the joint Bank/Fund review earlier in
the year. The Committee was also encouraged by
the increased momentum in countries’ efforts to
develop and implement their PRSPs.  Accordingly,
they called on the Fund and Bank together with all
donors to align their support with country PRSPs.
Members emphasised that all the institutions
should work together to strengthen their analysis
of the sources of growth, help countries improve
their public expenditure, facilitate private sector
development and intensify efforts to help
countries undertake poverty and social impact
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analyses on a more systematic basis.

Finally Members also recognised the need for
intensified efforts to harmonise the operational
policies and procedures of bilateral and
multilateral agencies at the institutional and
country levels so as to enhance aid effectiveness
and efficiency and promote greater ownership by
developing countries. In this regard, Members
committed themselves to further action in
streamlining such policies, procedures and
requirements over the period leading to the high-
level forum to be held in Rome in February 2003
and beyond.

Council of EU Economics and Finance Ministers

On November 5, 2002, the Economic and Finance
Ministers of the EU and the candidate countries,
along with representatives of the Commission and
the ECB, met for their fourth economic policy
dialogue meeting. The Ministers discussed the
enlargement process and welcomed the historic
decisions on enlargement taken by the European
Council.  They also welcomed the prospect of
concluding negotiations for enlargement at the
European Council in December. Regarding the
pre-accession economic programmes (PEPs), the
Members concluded that the 2002 programmes
described a credible medium-term macroeconomic
and fiscal framework conducive to strong and
sustainable economic growth. However, the gap in
terms of average GDP per capita between most
accession countries and the current Member
States remained significant.

The Ministers also noted that in some of the
candidate countries the authorities had made
considerable progress in consolidating public
finances and planned prudent fiscal policies for

the medium term. Nevertheless, in several
countries the current level of fiscal deficits was
still very high, which underlined the need for fiscal
consolidation and sustainability of the fiscal
stance over the medium term. With regards to
exchange rate stability, the Members concluded
that in the pre-accession phase, exchange-rate
strategies must remain consistent with other
macroeconomic policies and convergence. As
regards structural and institutional reforms, the
Finance Ministers stressed that progress had
been uneven and was lagging notably in a number
of priority areas.

The Ministers of the EU Member States along
with the candidate countries also concluded that
the second PEPs in general demonstrated further
progress in capacity building towards
participation in the EU’s multilateral surveillance
and economic policy co-ordination. At the same
time they stressed that efforts to create a more
favourable environment for investment and
entrepreneurship and to simplify and improve the
regulatory environment should be vigorously
pursued, while given the accession countries’
high openness, import dependence and export
sensitivity to EU and international growth
continued vigilance against potential external
risks was paramount.  The Ministers also stressed
the fact that sound and credible fiscal policy was
crucial not only for coping with difficult economic
policy choices but also for enhancing confidence
in the stability of the macroeconomic policy
framework. Finally, the Ministers of the candidate
countries agreed to put forward in the 2003
updates of their PEPs adjustment paths based on
realistic assumptions regarding the economic
outlook and detailed underlying reform measures.
Ministers will meet again in the second half of
2003 to continue their dialogue.
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3.  OUTPUT, PRICES AND
EMPLOYMENT

Economic growth continued to pick up during the
third quarter of 2002, with real GDP rising by 4.1%
on a year-on-year basis from 2.7% in the previous
quarter.  The recovery was largely underpinned
by exports of manufactures, particularly of
electronic components, which rose sharply after
having dropped throughout the previous five
quarters.  At the same time, the decline in tourist
arrivals moderated further, though gross earnings
from tourism continued to contract.

On the other hand, domestic demand levels eased.
In fact, private and public consumption, after
having generated most of the expansion in real
GDP during the first two quarters of 2002, grew at
a slower pace during the September quarter.

On account of these developments, labour market
activity remained subdued. The seasonal increase
in the labour supply, driven by the entry of school
leavers into the labour market, was not absorbed
by job creation, as the private sector continued to
trim its demand for labour.  As a result, the
registered unemployment rate rose to 5.2%, from
4.9% in June.

Slack labour market conditions, in turn, probably
dampened inflationary pressures, though the
relatively low inflation rates prevailing in Malta’s
main trading partners also contributed to the drop
in the twelve-month moving average inflation rate,
which from 3.5% in June fell to 2.9% in September.

Gross Domestic Product

GDP data for the third quarter of 2002 indicate that
the recovery of the Maltese economy continued
to gather pace.  Real GDP, in fact, grew by 4.1%,
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up from 2.7% in the June quarter1.  Economic
growth was mainly driven by the manufacturing
sector, particularly electronics, where export
turnover started to recover after having dropped
for five consecutive quarters.  On the other hand,
gross fixed capital formation was down from the
previous year’s level, while private and public
consumption grew at a slower pace than in the
first two quarters of the year.

As can be seen from Table 3.1, income-side GDP,
i.e. the sum of profits and employment income,
grew by 5% during the September quarter, the
fastest growth rate registered since the second

quarter of 2001.  Nearly half of the increase in total
value-added was attributable to manufacturing
industry, where profits rebounded from the
double-digit percentage drop recorded last year.
Though overall employment in the sector
remained stable during the quarter2, employment
income also grew, as redundancies in traditionally
low-paying sub-sectors, such as textiles and
clothing, were offset by increased employment in
the higher paying electronics sub-sector.

The transport and communication sector also
contributed significantly to the acceleration in the
growth of GDP at factor cost during the quarter

1   Throughout this section growth rates are calculated by comparing the level of a given quarter with that registered in the
corresponding period of the previous year.  This is done to account for seasonal fluctuations.

2   According to the National Statistics Office’s survey of manufacturing firms.
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under review.  Profits in the sea transport sub-
sector, in fact, rose sharply, buoyed by the
recovery in import and export activity.  Income-
side GDP growth was also boosted by a steady
increase in the revenue of Government
enterprises, mainly resulting from the alignment of
domestic fuel prices to international ones.  At the
same time, factor incomes in the private services
sector grew at a faster pace, as the drop in
tourism activity moderated further while property
income increased during the quarter.  On the other
hand, the contribution of construction and
quarrying and of the wholesale and retail trades
declined, as profits increased at a slower rate. In
contrast, a drop in profits led to a decline in factor
incomes in the banking, insurance and real estate
sector, which had risen steadily since the first
quarter of 2001.

A breakdown of economic growth by expenditure
components, shown in Table 3.2, indicates that
exports of goods and services generated most of
the increase in real GDP during the September
quarter.  As shall be described in more detail in a
later section of this Chapter, this turnaround was
primarily attributable to the electronics sub-
sector, though exports by the rest of
manufacturing industry also increased.  These
developments more than offset the continued
decline in exports of services, primarily tourism.

Imports of goods and services, on the other hand,
expanded at a slower pace than exports.  In part,
this reflected a decline, in real terms, in imports of
capital goods, on account of lower investment in
machinery.  It also appears that firms continued to
produce part of their output by running down
inventories rather than increasing their imports of
industrial supplies commensurately.  This
behaviour, which would be in line with the general
pattern observed during the past year-and-a-half,
could have been a response to a negative trend in
the terms of trade whereby import prices have
risen while export prices have either remained
stable or fallen.  However, since the drop in
inventories was smaller than that registered

during the third quarter of 2001, inventory
changes, on an annual basis, contributed
significantly to GDP growth during the quarter
reviewed.

Slower growth in private consumption also
contributed to the relatively restrained expansion
in imports.  Private expenditure on goods and
services, in fact, rose by 1.6% during the third
quarter, compared with increases of 5.1% and 2.4%
in the previous two quarters.  This deceleration
was not surprising, as real disposable income
increased by just 1.2% during the first nine
months of the year.  Since expenditure is reported
to have expanded by 2.9% during the same
period, the household saving ratio dropped to a
historical low of 1.8%.  The slowdown in private
consumption during the third quarter may also
have been related to the sharp deceleration in
Government recurrent expenditure.  As can be
seen from Table 3.2, the latter grew by just 0.6% in
real terms during the September quarter, after
having risen by around 7.5% during each of the
previous two quarters.

Retail Prices

The downward trend in headline inflation
observed in the second quarter persisted into the
third quarter.  In fact, the twelve-month moving
average rate of inflation dropped to a ten-month
low of 2.9% in September, from 3.5% in June.
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Furthermore, as can be seen from Chart 3.1, this
downward trend was also evident in the year-on-
year change in the Retail Price Index (RPI), a more
timely measure of price movements than the
headline rate.  As Table 3.3 indicates, the year-on-
year inflation rate fell by 0.7 percentage points
during the quarter, to stand at 1.3%, which is the
lowest rate recorded since February 2001.

The latest drop in year-on-year inflation reflected
the fact that between June and September the RPI
rose by just 1%, whereas in the same period a
year ago it had risen by 1.7%.  The smaller rise in
the RPI was once again primarily driven by food
prices, which nevertheless increased by just 2.7%
during the quarter under review, in contrast with
6.5% in the September quarter last year.  Food
prices fell by 1.8% during the year to September,
whereas they had risen by as much as 9.3%
during the twelve months to December 2001.  This
sharp reversal of food price trends underpins the
large reduction in the overall year-on-year
inflation rate witnessed during 2002.

During the September quarter, year-on-year

inflation rates also dropped in the beverages and
tobacco; personal care and health; fuel, light and
power; and housing sub-indices, which together
make up over 20% of the RPI basket.

On the other hand, price pressures mounted in
four other sub-indices of the RPI during the
quarter.  The most significant increase was in
transport and communications prices, which rose
by 2.2% as the price of fuel and average airfares
increased.  The year-on-year inflation rate of the
clothing and footwear sub-index also moved up
during the quarter, although prices actually fell
from their June reading.  This is because the drop,
which is seasonal, was significantly smaller than
that recorded during the same quarter of 2001.

The Labour Market

According to data compiled by the Employment
and Training Corporation (ETC), the registered
unemployment rate rose to 5.2% in September
2002, from 4.9% in June.  This development, which
is illustrated in Chart 3.2, was generated by two
factors, namely a drop in the gainfully occupied
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population together with the seasonal increase in
the labour supply as school leavers entered the
labour market.

Whereas in previous years the private sector took
up a significant number of school leavers, in the
current year only the public sector was a net
employer during the September quarter.  Public
sector employment, in fact, rose by 224 during the
three months under review, as Government
departments, especially the department of
education and that of health, took on new
recruits.

On the other hand, the number of full-time
employees in the private sector contracted by 546
during the third quarter of 2002.  The decline was
mainly felt in direct production, especially
manufacturing, which shed 311 full-timers, mostly
in the textiles, leather and clothing and footwear
sub-sectors. In contrast, however, employment in
the electronics sub-sector, which had fallen
significantly in the previous quarters, started to
recover, with the number of full-time employees in
the sector up by 83 over the quarter.  Employment
in construction also decreased, on a quarter-on-
quarter basis, after having been buoyant for most
of the previous twelve months.  At the same time,

private services firms continued to reduce their
labour complement, mainly because hotels and
catering establishments trimmed their full-time
work forces further in order to cut costs.

As can be seen from Table 3.4, the gainfully
occupied population was down by 1,484, or 1.1%,
on an annual basis at the end of September 2002.
A substantial proportion of this contraction, or
over 40%, reflected the successful implementation
of early retirement schemes in the publicly-owned
shipbuilding and ship-repair yards. Employment
in the rest of the public sector also fell marginally3,
while the private sector’s full-time workforce
contracted by over 500, mainly reflecting lower
demand for labour in manufacturing, hotels and
catering establishments, and the banking,
insurance and real estate sub-sectors.  On the
other hand the number of the gainfully occupied in
construction, the wholesale and retail sector, and
community and business services rose.

The number of persons on the unemployment
register rose by 536 on an annual basis in the
third quarter, implying that most of those who lost
their full-time jobs did not register as unemployed.
This contributed to a drop of nearly 1,000 in the
labour supply.

Whereas the decline in the labour supply during
the first half of 2002 can be traced to the early
retirement schemes in the shipbuilding and ship-
repair sectors, the more recent contraction is
harder to account for.  A possible explanation is
that firms are increasingly taking on part-time
employees.  In fact, the latest Labour Force Survey
(LFS) carried out by the National Statistics Office
(NSO), the June survey, indicates that whereas
full-time employment contracted, the number of
people in part-time employment rose sharply and
the labour supply, consequently, remained stable.
Since ETC data exclude part-time employment

3   The drop of 476 persons employed with Government departments partly reflected the transfer of employees to
Government-controlled companies.  This masked the effect of the early retirement schemes in the shipyards on
employment in such companies.
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from the labour supply, however, confirmation of
this hypothesis must await the release of a more
up-to-date LFS.

The results of the June 2002 LFS show that
unemployment rose slightly compared with the
same quarter last year.  This, despite an
acceleration in part-time employment that boosted

the activity rate, which had fallen during the three
previous quarters, to 59.1%4.   As regards wage
developments, the LFS shows a 9% increase in
the average annual salary.  This result must,
however, be interpreted with caution as it might
simply reflect changes in the composition of the
sample.  The fact that job losses were mainly
concentrated in traditionally low-wage sectors,
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such as textiles, would have boosted the average
wage, as the proportion of higher-paid workers in
the sample would have risen.

Manufacturing

As can be seen from Table 3.5, the recovery in
manufacturing activity became more pronounced
during the third quarter of 2002.  Overall sales, in
fact, increased by 8.8% compared with the
corresponding quarter last year, after having
contracted continuously during the previous five
quarters.  However, net investment in
manufacturing declined further, while the number
of gainfully occupied in the sector remained well
below the year-ago level.

The recovery in manufacturing turnover was
mainly underpinned by an improvement in the
performance of the electronics sub-sector in
foreign markets.  In fact, export sales of electronic
components, which account for nearly half of
overall manufacturing turnover, increased by
Lm7.8 million, or 8%.  In contrast, during the
previous five quarters, exports of electronics had
declined by Lm253.7 million in aggregate, with the
bulk of the drop occuring during the second half
of 2001.  At the same time, exports by the rest of
manufacturing also showed signs of recovery.  In
particular, exports of clothing, furniture, electrical
machinery, medical and precision equipment, and
plastic and rubber products increased, after
having declined during the previous quarter, while
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exports by the printing and publishing sub-sector
continued to increase.

Meanwhile, domestic sales by manufacturing
firms increased by Lm1.5 million, or 2.4%,
reflecting higher sales of electronic equipment,
food and beverages and printed materials.  By
contrast, the local turnover of the tobacco,
clothing, textiles and footwear, chemicals and
non-metallic minerals sub-sectors was down from
the levels recorded during the third quarter last
year. Despite a sharp reduction in import levies,
the upward trend in the sales of the local
furniture industry continued during the third
quarter of 2002, with turnover up by Lm0.4 million,
or 8%, over the corresponding period of 2001.
The decision by some firms to branch out into
the importation and distribution of manufactures
could have influenced the reported increase in the

local sales of certain sub-sectors of
manufacturing, however.

Employment in manufacturing remained stable
during the September quarter, after having
declined throughout the previous four quarters5.
As a result, the number of the gainfully occupied
in manufacturing industry was down by 890, or
4%, from last year’s level.  Firms in the textiles,
clothing and footwear sub-sector accounted for
close to two-thirds of this decline.  The rest of the
contraction was spread across most of the other
manufacturing sub-sectors.  The drop in overall
employment, however, did not have much of an
impact on the manufacturing sector’s wage bill,
which increased by 3.6% on an annual basis.

Lower capital outlays in the electronics sub-sector
accounted for the decline in net investment
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5   These employment data contrast with those commented upon in the section on the labour market, as they also include
part-timers and out workers and are derived from a sample survey carried out by the NSO.  By contrast the ETC data
are a headcount of the full-timers employed in the sector.
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registered during the period reviewed. The only
sub-sectors that invested significantly were
printing and publishing and chemicals.

Tourism

Although tourism activity contracted during the
third quarter of 2002, the decline in arrivals was
markedly less pronounced than that registered in
previous quarters.  Thus, the number of tourists
who visited Malta during the quarter was 4.4%
lower than in the same period last year, whereas in
the preceding six months tourist arrivals had
declined by 8.8%.  At the same time, cruise
passenger arrivals rose even more sharply than in
the previous two quarters, contributing to a 39.2%
increase over the first nine months of 2002.

As can be seen from Table 3.6, a decline in the
number of visitors from Germany accounted for
the bulk of the overall drop in arrivals during the
third quarter.  Significant drops were also
registered in arrivals from Switzerland,
Scandinavia, Italy and the Netherlands.  On the
other hand, arrivals from the UK increased for the
first time since the third quarter of 2001, while the
number of visitors from Belgium and France also
rose.

Accommodation data for the quarter show an
increase in occupancy rates in the three- and four-
star hotel category.  This increase may have come
at the expense of the lower accommodation
categories, where occupancy levels declined.
Five-star hotels, on the other hand, maintained
practically the same occupancy rates as in the
third quarter of 2001.

These trends may explain, in part, why gross
earnings from tourism continued to decline
despite the deceleration in the drop in arrivals.
During the third quarter, gross earnings from
tourism contracted by 9%, only slightly less than
the 10.8% drop registered in the previous two
quarters.  This implies that, on average, the
amount spent by tourists continued to fall,

reflecting either a drop in their spending
propensity or a reduction in the rates charged by
local hotel and catering establishments.

Short-term Outlook

During the current year, GDP growth is not
expected to accelerate substantially, as foreign
economic conditions remain uncertain while
domestic demand should moderate on account of
weak labour market activity.

Export activity should continue to recover
gradually, though foreign demand is not expected
to accelerate notably as prospects for a rapid
recovery in Malta’s main trading partners remain
clouded.  Hence, the recovery in manufacturing is
expected to continue, and the decline in tourism
activity to moderate further in the coming months.

Growth in private consumption probably cannot
continue to outstrip that of disposable income
much longer, as the household saving rate has
now fallen to an exceptionally low level. At the
same time, gross fixed capital formation is not
projected to accelerate significantly, as many
firms are still operating below normal capacity - as
the results of the latest Business Perceptions
Survey, presented elsewhere in this Review, show.
Conversely, the underlying fiscal stance remains
fairly expansionary.  Government capital
expenditure is expected to expand further, while
lower effective income tax rates will have a
positive impact on disposable incomes. Recurrent
expenditure, however, should either remain stable
or decline slightly in real terms.

 Inflationary pressures moderated substantially
during 2002, and these trends are expected to
continue in the coming months, with headline
inflation projected to have declined to 2.5% by
year-end.  Moreover, given that Government did
not introduce any significant indirect tax
measures in the Budget for 2003, and that
domestic demand is not expected to pick up
significantly, inflation should also remain stable.
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Labour market conditions should also remain
stable during the coming months.  In the absence
of a sustained recovery in foreign demand, the
demand for labour by operators in the
manufacturing and tourism sectors will remain
subdued.  On the other hand, the restructuring
process should gather further momentum, partly

on account of the last phase of the removal of
levies on imports. Trade unions are also adopting
a prudent stance in wage negotiations, as is
evident from the latest civil service collective
agreement. Taken together these developments
should result in less upward pressure on labour
costs.



Central Bank of Malta, Quarterly Review, December 2002 23

Box 2 : BUSINESS PERCEPTIONS SURVEY1

Introduction

The results of the latest Business Perceptions
Survey indicate that, although most participants
are still operating significantly below capacity2,
there are clear signs of a pick up in economic
activity during the September quarter.
Respondents, in fact, indicated a higher-than-
expected increase in both exports and local sales.
However, more than half the Survey participants
anticipated that the local economic situation
would remain broadly unchanged in the short
term. The Survey results also suggest that some
segments of manufacturing are facing difficulties
that are leading to significant job losses.

Business Sentiment

As can be seen from Chart 1, overall business
sentiment remained slightly positive. The number
of respondents expecting economic conditions to
remain unchanged fell significantly during the
fourth quarter, from around three-quarters of
(employment-weighted) replies in the previous
Survey to just over one-half.  The counterpart to
this decline was a nearly equal rise in participant
firms projecting either an improvement or a
deterioration in the economic situation.  On the

one hand, optimism increased amongst operators
selling mostly to the domestic market, and also in
certain segments of export-oriented
manufacturing, such as electronics.  On the other,
sentiment worsened within the tourism industry
and a number of manufacturing sub-sectors,
mainly clothing and footwear and chemicals.

Activity Levels – Third Quarter 2002

Export-oriented sectors

The latest Survey results indicate that capacity
utilisation in the export-oriented manufacturing
sector decreased somewhat during the third
quarter.  Nevertheless, the number of
establishments reporting above-normal order
books continued to surpass that of those
operating below their capacity.  Meanwhile, the
decline in the proportion of operators in the
tourist industry registering below-normal activity
persisted, as can be seen from Chart 2.

The foreign sales of manufacturing firms
participating in the Survey increased further
during the third quarter.  In particular, producers
of food and beverages, paper and printed
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ACTIVITY IN THE EXPORT SECTOR
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Results are weighted by export sales.
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1   The Survey was undertaken between October and November 2002. It covers a sample of 140 firms, employing 17,235
workers, with an aggregate annual turnover of Lm515.1 million, of which slightly more than half was exported.

2   In this Survey, capacity utilisation is gauged on the basis of respondents’ replies as to whether order books or activity
levels are above or below normal.
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materials and chemicals registered a larger-than-
expected expansion in export sales.  Conversely,
the downturn in the clothing and footwear sub-
sector continued, while the turnover of
electronics manufacturers grew at a slower rate
than that projected by respondents in the
previous survey.  The latter contributed towards
the deterioration in overall profitability recorded
during the third quarter.  The latter development
also reflected higher outlays on wages, as
reported in the Survey, driven by a rise in the
labour complement together with increased
remuneration levels, and reduced margins, as firms
had to maintain their selling prices stable.

As regards tourism, respondents indicated that
sales declined again during the third quarter,
though at a more moderate pace than in the
previous quarter.  This contrasted with the
expectations that had been expressed in the
preceding survey, when respondents had
indicated that their turnover would remain stable
over the following three months.  The drop in sales
occurred in spite of the fact that operators cut
their prices more than had been originally planned.
As a result, profitability continued to drop, and
the demand for labour remained restrained.

Domestically-oriented sectors

The performance of domestically-oriented firms
improved further during the quarter under review.

Sales increased slightly for the second
consecutive quarter, mainly in distributive trades
and in financial and industrial services.  However,
higher turnover did not result in a commensurate
increase in profitability, as the wage bill rose on
account of a higher demand for labour, together
with an increase in average salaries.  Firms also
reported a decline in their selling prices during the
three months to September 2002, which further
dented margins.  On their part, domestically-
oriented manufacturing firms reported weaker
turnover, which led to further downward
pressures on profitability.    These developments
occurred because, as had been envisaged in the
previous survey, the performance of the food and
beverages sector deteriorated.  These results
appear to be in line with the official data on
manufacturing activity that were analysed in the
preceding Chapter of this Review.

As can be seen from Charts 3a and 3b, activity
levels in domestically-oriented sub-sectors
generally remained below normal during the third
quarter.  Construction and real estate was the only
sub-sector where a majority of respondents
reported an above-normal level of activity.
Despite the increase in sales, respondents from
the wholesale and retail and services sub-sectors
said that orders had decreased over the previous
three months.  Meanwhile, the bulk of
manufacturing firms that depend primarily on the
local market continued to operate below capacity.
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Short-term Outlook

Expectations for the fourth quarter point towards
a further deceleration in export activity.
Manufacturing firms are projecting a
1.2% increase in their foreign turnover, down
from the 2.5% rise recorded during the third
quarter.  This deceleration, however, reflects
the more conservative expectations of exporters
in the food and beverages and paper and
printing sub-sectors, partly because the latter
had registered a very sharp rise in sales in
recent surveys.  Respondents from the rest
of manufacturing, on the other hand, indicated
that their order books should continue to
improve gradually.  Conversely, respondents
from the tourism industry expect their sales
to drop by nearly 3% during the last quarter
of 2002,in contrast with the 1% contraction
registered during the three months to September.
As a result, employment in the export-oriented
sectors is projected to decline slightly,
while profitability should continue to grow
marginally, though at a smaller rate than in the
third quarter.

Survey responses suggest that domestic
demand pressures should remain generally
stable during the fourth quarter.  While locally-
oriented manufacturing establishments expect a
smaller drop in turnover, respondents from
the construction and services sub-sectors
are foreseeing a deceleration in the rate
of growth of their sales.  At the same time,
firms  in the wholesale and retail trades stated
that their sales should decline.  Profitability
is  also set to remain under pressure, even
though an attempt will be made by
survey participants to reduce employment levels
and reverse the downward trend in selling
prices.

Conclusion

The results of the latest Business Perceptions
Survey show that many sectors of the Maltese
economy seem to have recovered from the sharp
drop in activity that had been registered during
the second half of 2001.  In particular,
manufacturing exports stopped contracting, with
a slight pick up being noted across the whole
sector, with the exception of clothing and
footwear establishments, in the third quarter.  This
turnaround probably reflects the slight recovery in
economic growth seen in trading partner
countries, which is also likely to have contributed
towards a gradual moderation in the decline in
tourist activity.  Domestically-oriented firms have
also reported a marginal upturn in activity.  As
seen in the previous Chapter of this Review,
private consumption has continued to grow,
despite a slowdown in disposable income growth
and restrained labour market conditions.

Nevertheless, the expectations expressed in the
latest Survey confirm that prospects for the near
future remain as yet unclear.  The global economy
is, in fact, not anticipated to grow much faster in
the coming months.  This uncertainty about
foreign demand, together with the excess capacity
prevalent in many export-oriented firms, will
probably lead most firms to restrain their demand
for labour in the short term, a development that
would entail negative spill-over effects on
domestic demand.  At the same time, the
prospects for a significant recovery in tourist
activity, which would have substantial multiplier
effects on the local economy, remain clouded.
Thus, the overall state of business sentiment
gauged from the latest Survey seems to indicate
that if the recovery in the Maltese economy is to
be consolidated, economic conditions overseas
must improve considerably.
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4. THE BALANCE OF PAYMENTS
AND THE MALTESE LIRA

The surplus on the current account of the balance
of payments increased during the September
quarter compared with the corresponding quarter

of 2001 as the merchandise trade gap narrowed
and investment income rose.  Net inflows on the
capital and financial account, excluding
movements in official reserves, persisted for the
fifth consecutive quarter.  Therefore, the overall
balance registered a surplus, with the official
reserves rising by Lm67.1 million as a result.
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Meanwhile, the Maltese lira strengthened against
the euro, the US dollar and the yen, but lost
ground against the pound sterling.  This resulted
in a rise in the NEER index for the lira.  The REER
index also rose, as Malta’s average inflation rate
continued to exceed that of its trading partners.

The Current Account

As can be seen from Table 4.1, the current
account registered a surplus of Lm29.5 million
during the September quarter, in line with the
usual seasonal pattern but larger than the surplus
of Lm12.6 million recorded in the same quarter of
2001.  This improvement primarily reflected higher
net receipts on investment income as well as a
narrower merchandise trade gap.

Merchandise trade

Compared to the September quarter last year, the
merchandise trade gap narrowed by Lm12.6 million

to Lm48.4 million as exports and imports rose by
Lm34 million and Lm21.4 million, respectively.

As can be seen from Table 4.2, a breakdown of the
merchandise trade account compiled from
Customs data shows that domestic exports went
up by Lm22.7 million, driven almost equally by
increased exports of machinery and transport
equipment as well as of miscellaneous
manufactured articles1. At the same time,
machinery and transport equipment accounted
for more than half of the Lm10 million increase in
re-exports.  Re-exports of minerals, fuels and
lubricants rose further, albeit at a much slower
pace than that experienced during the first half of
the year.  The narrowing of the visible trade gap
was dampened by additional imports worth
Lm22.2 million.  Industrial supplies, principally
semi-finished goods, accounted for almost the
entire amount, although consumer goods and
capital goods also contributed.
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1   The figures for imports and exports shown in Table 4.2 do not tally with those shown in Table 4.1 as a result of statistical
adjustments to cater for differences in coverage, classification, timing and valuation.
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Services and investment income

The surplus on the services account narrowed by
Lm5.1 million compared to the same quarter in
2001 to Lm66.8 million.  This was principally
attributable to lower net receipts on transport of
Lm6.1 million as a result of increased freight
payments for imports as well as lower net receipts
on other transport.  In addition, developments in
the tourist industry discussed in the previous
Chapter contributed to a reduction in net receipts
on travel of Lm3.6 million, with receipts and
payments contracting by Lm8.9 million and Lm5.3
million, respectively.  Meanwhile, lower payments
made for miscellaneous business, professional
and technical services explain the surplus on the
other services account.

Investment income contributed significantly to
the widening of the current account surplus
during the quarter reviewed.  As can be seen from
Table 4.1, net income receipts increased by Lm13.4
million, as a result of movements in investment
income.  These reflected additional net interest
receipts, which stemmed from international
banking activity.

Finally, the balance on the current transfers
account shifted from a small surplus to a deficit of
Lm3.3 million as a result of higher tax refunds to
non-residents.

The Capital and Financial Account

After excluding movements in the official
reserves, net inflows on the capital and financial
account amounted to Lm7.9 million during the
September quarter.  Although this was the fifth
consecutive quarterly net inflow, it was well below
the Lm41.6 million surplus recorded in the
comparable quarter of 2001.  Large cross-border
flows by the monetary sector affected both
portfolio investment and other investment.  In
addition, foreign direct investment inflows also
contributed substantially to the overall net inflow.

The decline in net inflows on the capital and

financial account compared with those recorded
during the corresponding quarter of 2001 stemmed
from the ‘other investment’ component.  This
includes movements in currency and deposits,
loans and trade credit.  As can be seen in Table
4.1, whereas net inflows of Lm203.6 million had
been recorded on this account in the
corresponding quarter a year ago, they reached
just Lm64.1 million during the quarter reviewed.
During the September quarter last year a reduction
of residents’ foreign assets in this category
considerably outweighed a drop in their foreign
liabilities, giving rise to large net inflows on this
account.  During the quarter reviewed, however,
an increase in foreign liabilities  exceeded that in
the corresponding foreign asset holdings,
resulting in smaller net inflows.

In contrast, net outflows on the portfolio
investment account dropped from Lm143.6 million
during the third quarter of 2001 to Lm105.3 million
during the quarter reviewed as residents’ holdings
of foreign debt securities increased at a slower
pace. In addition, the direct investment account
registered net inflows of Lm49.3 million compared
with net outflows of Lm18.3 million in the
corresponding period of 2001. This swing was
partly driven by the sale of equity in Malta
International Airport to non-resident investors as
well as by payments from foreign parent
companies to their local subsidiaries in settlement
of trade credit.

As a result of these developments, the balance of
payments (excluding movements in official
reserves) ended the quarter with an overall
surplus of Lm37.4 million.   The surplus was
reflected in an increase in the official reserves of
Lm67.1 million, with net errors and omissions of
Lm29.7 million accounting for the difference.

Year-to-Date Developments

During the nine months to September, the current
account deficit narrowed by Lm3.9 million to
Lm18.8 million compared with the corresponding
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period of 2001. A contraction in the merchandise
trade gap and higher net investment income
receipts outweighed a lower surplus on services

and outflows on current transfers.

As can be seen from Table 4.3, the merchandise
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trade gap shrank by Lm23 million on account of
lower imports and a slight increase in exports. As
Table 4.4 shows, domestic exports fell by Lm25.2
million, with machinery and transport equipment
accounting for most of the decline.  However, this
was outweighed by a surge in re-exports of
Lm28.9 million, which pushed total exports up by
Lm3.7 million.  During this period, the increase in
re-exports of durable consumer goods exceeded
the rise in imports of these items. Similarly, as
regards capital goods, re-exports increased
significantly although imports declined marginally.
This suggests that domestic consumer and
investment demand was subdued during the
period.

Higher net receipts on investment income, which
more than doubled to Lm34.4 million as payments
in connection with interest and dividends by
international banks decreased, also contributed
towards a narrowing of the  current account
deficit.

On the other hand, the surplus on the services
account fell by Lm34.3 million as net receipts on
travel fell and the surplus on the transportation
account swung into deficit. Lower receipts on the
transportation account reflected a drop in income
from passenger carriage.  Moreover, during the
same period of 2001, an aircraft leasing agreement
had boosted receipts.

Meanwhile, after excluding movements in the
official reserves, net inflows on the capital and
financial account rose to Lm52.1 million from
Lm44.6 million in the corresponding period of
2001. The increase in inflows was attributable to
the “other investment” account, which recorded a
net inflow of Lm287.9 million, as opposed to a
small net outflow in the corresponding period last
year.  These inflows were partially offset by net
outflows on the portfolio investment account as
residents built up their holdings of foreign debt
securities.  At the same time, net outflows on the
direct investment account increased to Lm84.7
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million as inflows of equity capital and reinvested
earnings declined, outweighing a reduction in
other liabilities to direct investors.

The overall positive balance on the external
account at the end of the nine months to
September stood at  Lm33.3 million, with the
official reserves ending  the period higher  by
Lm82.5 million.  Net errors and omissions
amounted to Lm49.2 million.

The Maltese Lira

Reflecting the developments in international
foreign exchange markets discussed in an earlier
Chapter of this Review, the Maltese lira
strengthened against the euro, the US dollar and
the Japanese yen, while it weakened against the
pound sterling during the quarter reviewed.
Indeed, as can be seen in Table 4.5, the Maltese
lira appreciated by 1.2% against the euro and by
0.3% vis-à-vis the US dollar between the end of
June and end-September.  In contrast with the
previous two quarters, the Maltese lira also gained
2.5% against the yen. At the same time, the
strengthening of sterling against the euro caused

the Maltese lira to depreciate by 2% against the
pound.   The revision to the composition of the
Maltese lira currency basket in late August 2002,
which entailed an increase in the weight of the
euro to 70%, resulted in narrower fluctuations of
the Maltese lira exchange rate against the euro
towards the end of the quarter.

When compared to the levels recorded during the
third quarter of 2001, as can be seen in Chart 4.1,
the Maltese lira strengthened considerably
against the dollar and the yen, while depreciating
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moderately against the euro and sterling,
principally because the euro appreciated on
international markets.  On average, between the
September quarter this year and the
corresponding period of 2001, the Maltese lira
gained 7.2% and 5.1% against the US dollar and
the yen, respectively.  At the same time, the
Maltese lira lost 3% of its value against the euro
and remained largely unchanged against the
pound sterling.

Chart 4.2 depicts developments in the Nominal
Effective Exchange Rate (NEER)2 and the Real
Effective Exchange Rate (REER)3 indices for the
lira, which are indicators of the country’s external
competitiveness.  In contrast with the trend
observed during the first half of 2002, both the
NEER and the REER were up by 0.13% and 0.75%,
respectively.  The rise in the NEER reflected the

2     The NEER index is based on a trade-weighted average of changes in the exchange rate of the lira against the currencies
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.

3     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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appreciation of the Maltese lira against the euro,
US dollar and the yen.  Moreover, the added hike
in the REER indicates that the difference between
inflation in Malta and in its trading partners
widened.
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5. GOVERNMENT FINANCE

Although fiscal policy remained expansionary in
the September quarter, the deficit was smaller than
those recorded in the previous two quarters and in
the corresponding quarter of 2001, as Chart 5.1
shows. This development was largely shaped by
one-off receipts arising from the conversion of the
title of land held by Malta International Airport
(MIA), which boosted Government revenue by
Lm21 million through special dividends, capital
gains taxes and duty on documents.  The
concurrent sale of 40% of the Government’s
shareholding in MIA financed the fiscal shortfall
and contributed to a drop in Gross Government
Debt outstanding.

During the first nine months of the year, the
increase in expenditure surpassed that in revenue
in absolute terms.  Consequently, the fiscal deficit
widened by Lm4.6 million to Lm85.6 million.
Revenue expanded at a faster pace, however,
increasing by 9% over the corresponding period
of 2001, as Table 5.1 shows, compared with a 3.7%
rise recorded during the first half of the year.  In
contrast, expenditure growth slowed down, rising
by 8.5% over the first three quarters of 2001
compared with 10.3% over the first two quarters
alone.

Meanwhile, according to the revised estimates
published in November 2002, the Government is
projecting a deficit of Lm78.5 million for the whole
year, implying a Lm7.1 million surplus for the final
quarter.

Revenue

During the nine months to September,
Government revenue rose by Lm38.8 million, as
shown in Table 5.1.  Receipts from direct taxation
were up by Lm13 million, almost entirely on
account of a sharp increase in income tax revenue,
which rose by Lm12 million. The capital gains tax
paid by MIA on the above-mentioned transaction
contributed nearly half of the rise in income tax, as
may be inferred from Chart 5.2.  Social security
contributions rose by just Lm0.8 million, though
income from this source increased in the
September quarter.   Sluggish growth in these
contributions partly reflects the drop in the
number of gainfully occupied since the beginning
of the year.

During the first three quarters of the year, the yield
from indirect taxation soared by Lm17.7 million, or
10.1%, to Lm192.1 million.   More than two-thirds
of this amount came from receipts from licences,
taxes and fines, which went up by Lm12.6 million,
reflecting duty on documents paid by MIA and
the reclassification of the Public Lotto
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Department’s profits that had been previously
treated as non-tax income.  Customs and excise
duties were up by Lm5.2 million, mainly on
account of the higher duties paid on tobacco and
petroleum products.  In contrast, revenue from
VAT dipped by Lm0.1 million, despite the reported
increase in private consumer spending during the

period, which may reflect lower tourist expenditure
in Malta.  In spite of the reclassification
mentioned earlier, revenue from non-tax sources
grew by Lm8.2 million, on account of the special
dividends distributed by MIA and the fees levied
on the registration of previously undeclared
financial assets held abroad.
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Expenditure

On the other hand, total expenditure expanded by
Lm43.4 million, or 8.5%.  Almost the entire
increase resulted from additional recurrent outlays
of Lm41.7 million, though spending patterns
partly mirrored the reclassification to the recurrent
category of subsidies to a number of public
entities. In fact, if the effects of this adjustment in
accounting policy were removed, recurrent
expenditure and capital expenditure would have
risen by Lm31.3 million and Lm12.1 million,
respectively.  Moreover, nearly a fifth of the
reported increase in recurrent outlays reflected the
incorporation of spending that had been
accounted for through the Treasury Clearance
Fund (TCF) and had not been included with
expenditure in past years.  This implies that most
of the underlying rise in recurrent expenditure
went on welfare benefits and interest payments.

The Government’s wage bill edged upwards by
Lm1.7 million, or 1.2%, dampened by a drop in the
number of Government employees.  Meanwhile,
operational and maintenance expenditure, driven
by higher spending on pharmaceutical supplies,
increased by Lm3.6 million.  Expenditure on
programmes and initiatives also rose sharply, up
by Lm11 million, as social security payments
continued to rise and the costs associated with
the National Programme for the Adoption of the
Acquis increased.

Meanwhile, contributions to Government entities
surged by Lm21.3 million, though Lm10.4 million
of this increase merely reflected the
reclassification of industry-related subsidies that
had been treated as part of the Government’s
capital programme until December 2001.  The

1   This consortium is made up of VIE (Malta) Ltd, SNC - Lavalin (Malta) Ltd and Airport Investments Ltd.
2   Although proceeds from the new stock issues were received in the final week of September, the new stocks were officially

listed on the Malta Stock Exchange on October 8, 2002. Thus, the above-mentioned increase in Government deposits
during the September quarter was not matched by an increase in MGS outstanding at end-September, but by a corre-
sponding Government liability with respect to the new bond applicants.

incorporation of Malta Drydocks’ subsidies and
Freeport debt servicing costs, previously
accounted for through the TCF, further inflated
this expenditure item by Lm7.9 million.   Last year’s
steep increase in Malta Government stocks
outstanding continued to impinge on the cost of
interest payments, which grew by Lm4.1 million.

In spite of the reclassification of subsidies to
recurrent spending, reported capital expenditure
still grew by Lm1.8 million as underlying spending
increased.  In fact, the voluntary resignation of
some 700 shipyard workers resulted in an added
expense of Lm6 million, while funds channelled to
the construction of the new hospital and roads
also rose significantly.

Government Debt and Financing Operations

The major financing operation during the third
quarter of 2002 involved the sale of 40% of the
Government’s shareholding in MIA to the Malta
Mediterranean Link Consortium1.  The proceeds
from this equity sale, of Lm19 million, financed the
deficit recorded during the quarter, let the
Treasury reduce its short-term borrowing and
contributed to an increase in Government
deposits.  However, the bulk of the increase in
deposits, which amounted to Lm45 million,
reflected a temporary inflow of funds arising from
two Malta Government stock issues, with a
combined value of Lm36.3 million, that financed
the redemption of maturing stock in the first week
of October.

As shown in Table 5.2, Gross Government Debt at
end-September stood at Lm1,042.6 million, down
by Lm7 million when compared to June2, with the
composition of the debt changing slightly.  In
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fact, the share of Malta Government stocks in the
total rose to 78%, whereas the shares of Treasury

bills and foreign loans fell to 18.5% and 3.5%,
respectively.
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6.  MONETARY AND FINANCIAL
 DEVELOPMENTS

During the September quarter of 2002 the Central
Bank left official interest rates unchanged at 4%,
at which level they have been since January, when
rates were last cut.  The excess liquidity seen in
previous quarters persisted, however, forcing the
Bank to continue to absorb funds through
auctions of term deposits, with more frequent use
of these instruments being made than in the
previous quarter.  Yields on Government securities
traded in the money and capital markets eased
slightly, reflecting the liquidity in the financial
system, but equity prices continued to decline.

Broad money increased substantially during the
quarter, driven by an equally impressive rise in the
net foreign assets of the banking system,
including the Central Bank’s reserves.
Underlying credit growth, especially to the private
sector, remained weak, however.

The Monetary Base

The monetary base, M0, which consists of
currency in issue and banks’ deposits with the
Central Bank (except term deposits) declined by
Lm23.8 million, or 4.1%, during the quarter.  The
fall in M0 reflected a contraction in banks’
deposits with the Central Bank, largely due to a
temporary rise in items in suspense that was
connected with two Government bond issues
in September.  This fall outweighed the seasonal
increase in currency in issue, causing the annual
growth rate of M0 to swing from 3.8% in June
to -2% in September.

As Table 6.1 shows, the main counterpart to the
contraction in banks’ deposits with the Central
Bank was an expansion in Government deposits,
which were pushed sharply higher by the
proceeds from the September bond issues and
from the partial privatisation of a parastatal entity
in July.   The rest of the contraction in M0 is
mainly accounted for by a rise in the Central
Bank’s other liabilities, as term deposits with the
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Bank also rose sharply over the quarter.  These
developments countered a Lm61.2 million increase
in the foreign assets of the Bank, which would
otherwise have boosted the monetary base.

Monetary Aggregates

Broad money, M3, put on Lm106.7 million, or
3.7%, during the September quarter, surpassing
the Lm3 billion mark.  All categories of deposits,
as well as currency in issue, increased robustly
over the period, as Table 6.2 shows.  Both
personal and corporate deposits, as well as those
belonging to public sector enterprises, rose from
the previous quarter’s level, although the
strongest growth was once again in personal
deposits.  Meanwhile, foreign currency deposits
reversed the previous quarter’s dip, with foreign
currency time deposits, in particular, advancing
strongly during the quarter.  As a result, the

annual growth rate of M3 accelerated to 12.2%, as
can be seen from Chart 6.1.

Narrow money, M1, reached Lm679 million by the
end of September, following a quarterly increase
of Lm24.5 million, or 3.7%.  This was the largest
rise in two years, taking the annual growth rate up
to 6.1% in September from 4.5% three months
earlier, as Chart 6.1 illustrates.  Currency in
circulation added Lm7.3 million, or 1.7%, while
demand deposits, boosted by corporate sector
deposits, rose by Lm17.3 million, or 7.7%, after
declining slightly in the previous quarter.
Demand deposits expanded steadily throughout
the quarter, despite a bond issue in July, which
coincided with a modest contraction in personal
current account balances in that month1.

Quasi-money grew by almost twice as much as in
the previous quarter, putting on Lm82.2 million, or
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3.6%, to reach Lm2,335 million.  Both savings and
time deposits contributed, with more than half the
increase in the latter being denominated in foreign
currency, as Table 6.2 shows.  The strong
increments in quasi-money seen over the past
year, which pushed its annual growth rate up to
14.1% in September, reflected a growing
preference for bank deposits as deteriorating
conditions in markets both in Malta and abroad
made alternative financial assets unattractive.

After declining in the previous quarter, savings
deposits added Lm18.7 million, or 2.7%, in the
three months to September, as deposits belonging
to the corporate sector reversed the previous
quarter’s contraction.  In fact, corporate savings
deposits rose by Lm14.6 million, accounting for
almost the entire increase. In contrast, personal
savings deposits expanded only marginally,
possibly on account of the July bond issue.

Time deposits increased by Lm63.5 million, or 4%,
during the quarter, maintaining the generally
strong growth trend in such deposits seen over
the past year.  Households accounted for most of
the gain, as personal time deposits rose by
Lm46.5 million.  Households tended to prefer time
deposits maturing within one year, especially
those with a term of less than three months, as the
latter increased by an unusually large amount
during the quarter.  Meanwhile, time deposit

holdings of the corporate sector and public sector
enterprises increased by broadly similar amounts.

Thus, time deposits reached Lm1,635 million, at
which level they represented over half of broad
money, after having  steadily  increased their
share in the total over the years.

Counterparts to Monetary Expansion

Despite a seasonal rise in net claims on the private
and parastatal sectors, domestic credit declined
by Lm6.1 million, or 0.3%, during the September
quarter, as net claims on Government decreased
substantially.  This can clearly be seen from Table
6.3. Consequently, the annual rate of credit
growth, which is illustrated in Chart 6.2, fell to
2.3%.

Net claims on Government decreased by Lm51.3
million, or 9.6%, as the proceeds from the sale of
shares and Government bonds referred to earlier
helped boost Government deposits with the
Central Bank. Furthermore, Government debt held
by the banking system contracted.  As a result,
the annual rate of growth of net claims on
Government fell from 16.1% in June to below 1%
in September, as Chart 6.2 shows.

Following the previous quarter’s dip, claims on the
private and parastatal sectors bounced back

Chart 6.1  
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during the quarter under review, expanding by
Lm45.2 million, or 2.4%, to Lm1,899 million.  Most
of the rise, however, came in September, when
some banks charged six months’ interest to
borrowers’ loan accounts.  This more than offset
the contractionary effects of loan write-offs
effected in the same month.  However, underlying
credit growth remained weak, as can be gauged
from the declining trend in the annual growth rate
of claims on the private and parastatal sectors
illustrated in Chart 6.2.  This recovered somewhat
to 2.7% in September - although, as the Chart
clearly shows, this was only marginally above the

two-year lows recorded in the previous two
quarters.

Loans and advances, which, as Table 6.4 shows,
gained Lm42 million, or 2.4%, accounted for most
of the rise in claims on the private and parastatal
sectors.  Credit to the transport, storage and
communication sector registered the largest
increase, as one firm in the public sector borrowed
heavily in July, though other public sector
enterprises also took out bank loans during the
quarter.  In fact, public sector borrowers
accounted for almost all the lending growth
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during the quarter.  In contrast, credit to the
private sector was only marginally up from the
previous quarter’s level, despite interest charges
and a surge in personal borrowing intended
mostly to finance house purchases.  A corporate
bond issue in July probably reduced the demand
for bank loans, but it is possible that stricter
lending policies and loan write-offs, rather than
weak demand, constrained growth in private
sector credit.

The net foreign assets of the banking system
reached Lm1,316 million by the end of September,
following a record quarterly expansion of Lm145.6
million, or 12.4%.  The strong growth in the
banking system’s net foreign assets pushed their
annual growth rate up to 32%, from 18.8% in the
previous quarter, as Chart 6.3 shows.  The net
foreign assets of both the Central Bank and the
rest of the banking system advanced strongly
over the quarter, although the latter accounted for
the larger part of the overall increase.

After a slight contraction in the June quarter, the
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Central Bank’s net foreign assets recovered
during the quarter under review, adding Lm59.9
million, or 7.7%, as Table 6.3 shows.  Most of the
increase occurred in July, when the Bank received
foreign exchange in connection with the
privatisation process mentioned earlier, but the
rise also reflected net purchases of foreign
exchange from the rest of the banking system, as
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well as receipts from swap and forward
agreements entered into earlier in the year.  The
annual growth rate of the Bank’s net foreign
assets, illustrated in Chart 6.3, added one
percentage point over the quarter to end
September at 22%.

Meanwhile, the net foreign assets of the rest of
the banking system (including the international
banks) put on Lm85.7 million, or 22%, causing
their annual growth rate to shoot up to 54.2%,
from 14.4% in the previous quarter. As Chart 6.3
shows, however, such fluctuations are not
uncommon.

The deposit money banks’ net foreign assets
increased by a record Lm80.6 million during the
quarter, despite the sale of foreign exchange to
the Central Bank referred to earlier.  These assets
were probably influenced positively by an
increase in foreign currency deposits.  However,
increased activity in the derivatives market may
have led to wide fluctuations in holdings of
foreign assets, as swap transactions are reversed
on maturity, for instance.  The international
banking institutions’ net foreign assets, on the
other hand, advanced by only Lm5.1 million.

Other items (net)2 added Lm32.8 million, or 5%,
during the September quarter.  The increase
reflected a rise in the other liabilities of the
deposit money banks, as well as a fall in their
other assets, as interest accrued was added to
outstanding loans.  Meanwhile, higher profits
boosted the other liabilities of the international
banks.

The Money Market

The Central Bank continued to absorb liquidity
from the rest of the banking system through
weekly auctions of 14-day term deposits

throughout the September quarter.  This helped
keep short-term interest rates in line with the
monetary policy stance, which was unchanged
from the previous quarter.  The Bank absorbed
Lm536.3 million, compared with Lm504.8 million in
the previous quarter, with the interest rate paid on
these deposits remaining unchanged at 3.95%,
which is the floor of the interest rate band within
which the Bank conducts its weekly auctions.
Once again, the Bank did not inject any funds
through reverse repos during the quarter.

Given the persistent high level of liquidity in the
banking system, activity in the interbank market
was somewhat subdued.  Turnover, at Lm26
million, was notably less than in the June quarter,
when interbank lending of Lm41.7 million was
recorded, partly because no transactions took
place in August.  All interbank loans were struck
with terms to maturity of two weeks or less, with
the interest rate on one-week loans ending
September at 3.99%, unchanged from the June
level.

The Treasury continued to resort to the money
market for short-term funds, issuing Lm165.9
million worth of bills, down from Lm169.8 million
in the June quarter. Bills were issued with terms to

Chart 6.4 
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maturity ranging between one and six months,
with three-month bills accounting for over four-
fifths of the total issued.  Banks dominated the
bidding, taking up over 80% of the total offered,
reflecting the abundant liquidity in the banking
system.  The interest rate was determined by
auction for most of these issues, with the yield on
three-month bills, illustrated in Chart 6.4, ending
the quarter at 3.96%, slightly down from the 4.01%
level at which it had ended the previous quarter.

Turnover in the secondary Treasury bill market
amounted to Lm15.5 million, sharply down from
the previous quarter’s level, when an exceptional
volume of Lm82.6 million was recorded. The
Central Bank, in its role as market maker, bought
Lm2.2 million worth of bills and sold Lm0.2 million.
Trading not involving the Central Bank, at Lm13.1
million, was about a third of that recorded in the
previous three months, as banks had ample
liquidity and were reluctant to sell bills.
Secondary market yields declined slightly over
the quarter, in line with primary market rates.

Chart 6.4 also shows a synthetic three-month
yield, which is a weighted average of money
market yields on the three currencies that make up
the Maltese lira basket.  As the Chart shows, the
synthetic rate ended the quarter at 3.17%, up
marginally from its end-June level.  As the Chart
also shows, the gap between the domestic three-
month Treasury bill yield and the synthetic yield
narrowed during the quarter.

The Capital Market

The Government adhered to its indicative
calendar for securities issues, with two bond
issues, worth a combined Lm36.25 million, and
intended to roll over maturing debt, being effected
in September.  One issue, for Lm15.25 million
worth of 5.6% Malta Government Stocks 2007,
was taken up entirely by banks, with the average
yield of 4.91% determined by auction.  The
Government raised a further Lm21 million through

the issue of stocks maturing in 2012 and carrying
a coupon rate of 5.7%.   Households took up a
large part of these bonds at par, while most of the
rest was allotted to financial companies by
auction, pushing down the yield to 5.36%

In contrast with the previous quarter, when three
private companies issued bonds, only one firm
resorted to the capital market for finance during
the quarter under review.  In July, Tumas
Investments p.l.c. sold Lm7 million worth of
bonds, redeemable in the period 2010-2012 and
offering a coupon rate of 6.7%.  The issue was
heavily oversubscribed.

Following two quarters of relatively moderate
turnover, activity in the secondary market for
Government bonds surged to Lm23 million in the
September quarter, with almost no deals involving
the Central Bank.  Trading accelerated as the
quarter progressed, although most of the volume
was concentrated in a few securities.  Government
stock yields, shown in Chart 6.5, fell marginally, as
buoyant demand drove prices higher.

Despite the listing of new bonds, turnover in the
secondary corporate bond market, including
preference shares, dropped by over Lm1.5 million
to Lm2.3 million.  This might reflect a reluctance to
sell such assets, as investors tended to hold onto
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fixed income securities.  Trading was mixed, as
some bond prices gained while others fell, but
there were no major movements in yields.

In the equity market volume declined
substantially, to Lm2.3 million, although the
previous quarter’s turnover was influenced by
exceptional factors.  Share prices dipped in July,
but a tentative recovery in August was short-
lived and equities resumed their decline during
September.  At the end of September, the Malta
Stock Exchange Share Index, illustrated in Chart
6.6, stood at 1809.3, down by 9.1% from the end-
June level.

Chart 6.6  
MALTA STOCK EXCHANGE SHARE INDEX
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7. THE BANKING SYSTEM

The aggregate balance sheet of the deposit
money banks grew strongly in the September
quarter of 2002.  The expansion reflected
accelerating deposit growth and greater
participation by banks in international financial
markets to raise funds.  Domestic lending
opportunities remained sparse and, consequently,
the banks continued to build up their term
deposits with the Central Bank as well as their
foreign investment portfolios. Although the
banks remained comfortably above the minimum
requirement, their aggregate liquidity ratio
declined on account of a steep rise in their short-
term liabilities. The sector’s capital base remained
strong.

The deposit money banks’ profit before tax rose
during the September quarter compared to the
previous quarter.  One institution’s decision to
write off loans did not affect overall bank
profitability in the third quarter, as these had

already been provided for.  Higher non-interest
income and a reduction in provisions during the
quarter reviewed more than offset a drop in net
interest income and increased operating
expenses.  Meanwhile, the interest rate spread
widened and, since past changes in official rates
have not yet entirely fed through to the average
rate on deposits, it is expected to continue to
increase in the short term.

Deposit Money Banks’ Balance Sheet

As may be inferred from Table 7.1, the sector’s
aggregate balance sheet rose by Lm169.6 million,
or 4.5%, in the third quarter.  The increase followed
relatively modest growth during the first two
quarters of the year and was practically equal to
the robust expansion reported in the September
quarter of 2001, when an international bank had
been absorbed by its parent bank.  A bank’s
decision to write off some of its loans had
virtually no impact on the value of the aggregate
balance sheet, as these had already been
extensively covered by provisions.
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Liabilities

Total deposits grew by Lm96.1 million, or 3.9%,
when compared to the end-June level and
financed some three-fifths of the balance sheet
expansion.  As may be inferred from Chart 7.1, the
rate of growth of deposits picked up noticeably
when compared to the preceding quarter.  Time
deposits increased by Lm62.8 million, or 4%, with
virtually the entire amount in the form of term
deposits with a maturity of less than one year.
The build-up of short-term deposits could have
reflected expectations of new investment
opportunities coming onto the market in the near
future and savers’ reluctance to bind themselves
to longer-term deposits given the low-interest-
rate environment.  In spite of a private bond issue
in July absorbing some Lm7 million, current and
savings deposits increased by Lm16 million and
Lm17.3 million, respectively.

The banks also procured additional funds
through the sale of foreign securities under
repurchase agreements, such that total foreign
liabilities rose by Lm48.8 million.  At the same
time, despite a sharp drop in specific provisions
that mirrored the above-mentioned loan write-off
and dividend payments, other domestic liabilities
grew by Lm22.2 million, partly as a result of an
increase in international banks’ deposits and

current profits.  The deposit money banks’ capital
and reserves edged upwards by Lm2.5 million, as
a particular institution increased its paid-up share
capital.

Assets

During the September quarter, bank credit1

increased by Lm39 million, or 2.1%, in spite of the
loan write-off.  However, credit management
remained centred on efforts to improve the overall
quality of the banks’ loan books through more
rigorous lending assessment policies.  In fact,
most of the increase reflected the seasonal
debiting of interest charges to loan accounts as
well as exceptional borrowing by a public sector
company.  Meanwhile, the value of the banks’
local investments remained practically unchanged,
as they reduced their holdings of Malta
Government stocks but acquired additional
Treasury bills and corporate securities.  In
particular, the scope for an increase in the banks’
portfolio of domestic securities during the third
quarter was curtailed by the limited amount of
new Government securities issued on the primary
market.

Given limited opportunities for domestic lending
and investment, the banks employed most of their
additional funds in financial markets abroad, as
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evidenced by Chart 7.2.  Thus, their stock of
foreign assets soared by Lm129.5 million, or 15.2%,
as a result of the acquisition of additional foreign
non-Government securities.  This was the largest
quarterly percentage increase in the banks’
foreign holdings since 1992.  Meanwhile, the
banks continued adding to their term deposits
with the Central Bank, such that their total reserve
assets surged upwards by Lm28.5 million.  Fixed
and other assets fell by Lm27 million, as interest
due on loans and advances was transferred to
customers’ accounts.

Capital adequacy and liquidity

During the quarter under review, the deposit
money banks’ capital base remained strong. The
aggregate capital adequacy ratio, which is a
measure of the banks’ own funds relative to their
risk-weighted assets, edged upwards by 8 basis
points to 14%, as may be seen from Chart 7.3.
Own funds were up by Lm9.3 million, or 3.9%, on
account of higher retained earnings and an
increase in the ordinary share capital of a bank.
However, this was largely offset by a rise in the
banks’ risk-weighted assets, which grew by
Lm55.9 million, or 3%.  The increase in risk-
weighted assets was equivalent to around a third
of the overall asset expansion, indicating that the
banks favoured asset categories such as deposits
with the Central Bank that are assigned a low risk
weighting.

In contrast, the banks’ liquidity position, as
measured by the ratio of liquid assets to net short-
term liabilities, deteriorated when compared to the
end-June position.  In fact, the liquidity ratio fell
by 1.9 percentage points, to 50.1%, though it
remained far above the mandatory minimum of
30%, as Chart 7.4 shows.  Total liquid assets,
sustained by higher deposits with the Central
Bank, were up by Lm11.9 million, or 1.3%.  On the
other hand, net short-term liabilities grew at a
faster pace, rising by Lm91.9 million, or 5.2%,
mainly reflecting the rise in current and savings
balances and time deposits with a remaining
maturity period of three months or less.

Deposit Money Banks’ Performance

Profitability

The deposit money banks made a profit before tax
of Lm9.3 million during the September quarter,
up by Lm2.2 million when compared to the
preceding quarter, as shown in Table 7.2.
Consequently, the sector’s pre-tax profit for the
nine months to September, at Lm23 million, was
virtually equal to that reported for the same
period last year.

Gross interest income edged upwards by Lm0.4
million when compared to the June quarter, as
higher revenue from foreign securities was offset
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by lower income on loans and advances.  In fact,
interest receivable on loans and advances
decreased as interest in suspense on non-
performing credit facilities was deducted from the
total.  This had no impact on banks’ pre-tax
profits, however, as it was matched by a drop in
provisions. On the other hand, in spite of a drop in
the weighted average interest rate on Maltese lira
deposits, interest payable rose by Lm5.2 million,
on account of the expansion in the banks’ deposit
base.  Thus, net interest income fell by Lm4.8
million to Lm14 million.

Meanwhile, non-interest income totalled Lm8.5
million and accounted for 37.8% of gross income.
Intakes from fees and commissions, boosted by
fees on investment banking services and
commissions from the sale of bonds, were up
Lm0.8 million.  The seasonal increase in tourist
flows partly contributed to a Lm0.3 million rise in
gains on foreign exchange dealings.

The banks’ wage bill dipped by Lm0.2 million,
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while outlays related to their fixed assets fell by
Lm0.6 million, mainly due to lower depreciation
charges.  In contrast, one institution’s decision to
write off loans drove up other operating expenses,
which soared by Lm11.5 million. However, the loan
write-off did not impinge on the profitability of the
banking sector in the third quarter, as adequate
provisions had already been made. Total
provisions fell by Lm13.1 million, as specific
provisions on the loans written off and interest in
suspense decreased.

Retail lending and deposit rates

During the September quarter, the Central Bank
kept official interest rates unchanged.  In turn,
the weighted average rate on loans to residents
remained stable, dipping by just 3 basis points
to 6.25% in September.  On the other hand,
the weighted average rate on Maltese lira
deposits fell by 16 basis points, as time deposits
matured and were replaced by new deposits on
which a lower interest rate was applied.
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Consequently, the interest rate spread widened by
13 basis points to 2.69%.

Furthermore, Chart 7.5 suggests that the weighted
rate on deposits has not yet entirely adjusted to
past changes in official rates.  Between July 2001
and September 2002, the Central Bank lowered the
central intervention rate by 75 basis points.
During this period, the weighted average lending
rate almost fully absorbed the drop in official rates
and fell by 72 basis points.  In contrast, the
weighted average rate on deposits decreased by
just 60 basis points.
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Box 3: INTERNATIONAL BANKING INSTITUTIONS1

During the September quarter, the international
banking sector’s aggregate balance sheet
expanded to its highest level since December
2000, as Chart 1 shows, driven by the remarkable
growth of four institutions.   At the same time, the
international banks’ pre-tax profits went up when
compared to the preceding quarter, as strong gains
on trading investments were reported.

International Banking Institutions’ Balance
Sheet

The international banks’ aggregate balance
sheet grew by Lm147.3 million, or 5.6%, to
Lm2,778.4 million.  In line with the conditions
regulating these banks’ operations in Malta, the
expansion was largely financed from foreign

sources, namely an increase in non-resident
deposits and in balances due to other banks
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1 The international banking sector consists of locally-based banks that carry out business almost exclusively with non-
residents and in currencies other than the Maltese lira.
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overseas. The additional funds were used to
augment  the international banks’ stock of
foreign securities and increase credit to non-
residents.

Assets and liabilities

The banks’ foreign liabilities increased by Lm131.1
million to Lm2,450.1 million, as Table 1 shows.
Total balances due to banks abroad surged ahead
by Lm57.1 million, or 10.2%, while non-resident
deposits expanded by Lm57.7 million, following a
sharp increase in corporate time deposits.  Despite
outflows from inter-branch deposits, other foreign
liabilities rose by Lm16.3 million, as the banks sold
foreign securities under repurchase agreements to
raise funds.

Deposits by residents edged upwards by Lm1.7
million, with most of the increase reflecting higher
savings deposits with one bank.  Other domestic
liabilities rose by 50.5%, after gains on foreign
trading investments led to a sharp increase in
profits, whereas the international banks’ capital
base remained virtually unchanged.

On the other hand, foreign assets rose by Lm136.2
million, or 5.5%, to Lm2,595.8 million.  The banks’
portfolio of foreign securities expanded by Lm64.4
million, as they increased their holdings of foreign
Treasury bills and non-Government securities.
Meanwhile, loans and advances to non-residents,
largely denominated in US dollars, surged
upwards by Lm143.2 million.  However, some two-
fifths of the increase reflected a change in the
composition of foreign assets held by a bank,
which granted credit to non-residents by utilising
funds that were previously held with its head
office abroad.  In turn, this contributed to a Lm71.3
million drop in the sector’s other foreign assets.

The sector’s domestic investments increased by
Lm11.6 million, reflecting a rise in balances due
from local deposit money banks, whereas their
other assets, dampened by lower credit
acceptances, dipped by Lm0.6 million.  The
international banks’ reserve assets and the value
of loans extended to Maltese residents, including
discounted bills, remained practically unchanged
when compared to the end-June level.
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Profitability2

The international banks made pre-tax profits of
Lm17.7 million during the September quarter, up by
Lm13.8 million over the June 2002 quarter, as Table
2 shows.  Thus, their cumulative profits for the
nine months to September rose to Lm32.3 million
in 2002 from Lm12.6 million in the same period of
the preceding year.

Increases in advances to non-residents and in
holdings of foreign securities boosted gross
interest income, which rose by Lm1.1 million over
the June quarter, while interest payments fell

2   The following profitability analysis does not cover the performance of the three international banks that are licensed
in terms of the Malta Financial Services Authority Act (Cap 330).

slightly to Lm45.8 million.  Consequently, the
international banks’ net interest income rose by
Lm1.5 million to Lm9.6 million.

At the same time, the banks’ non-interest income
was up by Lm12.1 million, to Lm15.7 million.  In
particular, the sector reported strong gains on
trading investments, in sharp contrast to the
previous quarter’s losses, though these were
partly offset by a drop in fees from foreign
exchange dealings.  Non-interest expenses and
provision charges remained practically
unchanged from the second quarter.
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THE BUDGET ESTIMATES FOR 2003: AN OVERVIEW OF
THE GOVERNMENT’S BUDGETARY OPERATIONS

Fiscal consolidation is set to remain a primary
objective of budgetary operations in the coming
years, as Government’s medium-term projections
show, though greater emphasis is to be placed on
expenditure rationalisation.  The financial
estimates for 2003 nevertheless suggest that, in
spite of expectations of a smaller deficit, the
overall fiscal stance will be more expansionary as
the preceding year ’s one-off intakes from
domestic sources will be partly replaced by a rise
in foreign financial assistance.  Indeed, the
measures announced in the Budget Speech
include a lower income tax bill for taxpayers -
which, coupled with higher wages for civil
servants, should increase personal disposable
income and boost private consumption
expenditure.

Projected Fiscal Performance in 2003

In 2003 the fiscal shortfall is projected to fall to
Lm74.8 million, or 4.1% of GDP, as efforts to
restrain expenditure should more than compensate
for a simultaneous slowdown in revenue growth.
Notwithstanding the smaller projected deficit,
however, the fiscal stance in 2003 should  be more
expansionary than in the preceding year, as
receipts that had been derived from domestic
sources in 2002 will be replaced by foreign grants.
The deficit will be partly financed through
privatisation proceeds.

Principal measures for 2003

The Budget measures include:

· a widening of income tax bands

· an increase in excise duties on various
tobacco products

· VAT to be charged on electricity and gas
cylinders (though the additional cost is to  be
fully absorbed by Enemalta)

· a cost-of-living allowance of Lm1.75 per week
to be paid to employees and a  cost-of-living
adjustment of Lm1.27 per week, estimated on
the basis of a specially constructed price
index, to be paid to pensioners

· a collective agreement for public sector
employees

· various social initiatives

· the extension of measures aimed at facilitating
the operations of small enterprises

· the continuation of the levy-reduction
programme

· a further liberalisation of capital flows

Projected revenues, recurrent and capital
expenditures in 2003

As Table 1 shows, Government revenue is
expected to grow by Lm22.2 million, or 3.3%, in
2003 as the non-recurrence of one-off receipts
recorded in 2002 will be compensated for by
grants.  On the other hand, total expenditure is
projected to rise by Lm18.5 million, or 2.4%, with
higher outlays on programmes and initiatives
accounting for nearly three-quarters of the
increase.

Income tax receipts are expected to edge up by
Lm4.8 million, as the additional income generated
through nominal economic growth should more
than compensate for the loss in revenue as a
result of the widening of the income tax bands.
Revenue from social security contributions
should rise by Lm8 million, boosted by an
anticipated improvement in employment levels.
Similarly, the yield from VAT is forecast to increase
by Lm8 million, with additional revenue from the
new VAT charge on electricity services and gas
supplies estimated at about Lm1 million.  At the
same time, the higher excise duties on tobacco
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products should contribute to a Lm4.9 million rise
in the yield from customs and excise duties.  In
contrast, revenue from licences, taxes and fines is
expected to drop by Lm 2.3 million, in part on
account of the removal of the remaining levies on
imported manufactured goods.

Meanwhile, revenue from non-tax sources is

expected to drop by Lm1.2 million as the previous
year’s dividend payments by MIA and the fees
received through the foreign investment
registration scheme will not be repeated.
Moreover, the Central Bank’s profits are expected
to drop by some Lm5.7 million, reflecting the
decline in interest rates overseas and a steep rise
in interest payments on term deposits placed with
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the Bank by the commercial banks.  On the other
hand, following the signing of a new financial
protocol with Italy and an anticipated increase in
EU pre-accession funds, the Government should
net an additional Lm18.4 million in grants, while
other miscellaneous receipts are expected to rise
by Lm4 million.

Recurrent outlays are forecast to rise by Lm13.9
million, or 2.1%, accounting for about three-
quarters of the overall increase in expenditure.
Ceteris paribus, the new collective agreement for
public sector employees would boost the
Government’s wage bill by some Lm2 million: but a
drop in the number of Government employees
should ensure that expenditure on personal
emoluments remains practically unchanged at the
previous year’s level. Operational and
maintenance expenditure should fall by Lm2.3
million, whereas outlays on programmes and
initiatives, while remaining the primary source of
expenditure growth, are expected to expand at a
slower pace than in 2002. In fact, expenditure on
the latter is projected to increase by Lm13.3
million, or 4.8%, mainly on account of additional
social security benefits, public-private partnership
initiatives and the agriculture support scheme.

An increase in funds for Mount Carmel Hospital
should push the level of contributions to
Government entities up by Lm6.3 million. On the
other hand, interest payments, dampened by the
replacement of maturing debt securities with lower
interest-rate stock, should fall by Lm3.9 million. At
the same time, capital expenditure is forecast to
rise by Lm4.6 million, primarily on account of a
further increase in the amount allocated to the
road-upgrading programme.

Economic Effects of the Budgetary Measures

The Budget for 2003 includes a number of
demand-stimulating measures that should help
step up the pace of economic recovery.  However,
the expansionary impact of these measures will
be constrained by their relatively small size and

the fact that any increase in consumers’
expenditure will to a large extent leak out of the
economy through higher imports.  Moreover,
long-term economic growth remains critically
dependent on the pursuance of supply-side
reforms.  In particular, the continuation of the
privatisation and capital account liberalisation
programmes, as well as the extension of measures
aimed at assisting small and medium-sized
enterprises, will be crucial to the growth of the
economy’s productive capacity through a more
efficient use of scarce resources.  The effects of
the announced measures on aggregate demand
and the Retail Price Index are examined below.

Aggregate demand

The Government’s decision to widen income tax
bands and the wage rise awarded to civil service
employees should boost disposable income and
sustain consumer expenditure.  The wider income
tax bands should lead to savings for taxpayers of
around Lm8 million, whereas the wage increase
awarded under the terms of the 2002-2004
collective agreement, excluding the cost-of-living
component (of which more below), should raise
personal income by some Lm2 million.

Given the low short-run income elasticity of
consumption and the sharp drop in the
households’ savings ratio over the last three
years, the effect of these measures on consumer
expenditure should be mitigated by higher
savings.  Moreover, the final impact of these
measures on GDP growth will be further curtailed
by the fact that some 60% of private consumption
expenditure goes on imported goods and
services.  Indeed, simulation tests carried out by
the Central Bank suggest that the income tax
reform and the new civil service collective
agreement should boost real private consumption
expenditure by no more than 0.4 percentage
points.  Most of this should filter through to
higher imports, such that the deviation of real
GDP growth from the baseline scenario would be
of just 0.2 percentage points, with the current
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as Chart 1 shows.

account balance, expressed as a percentage of
GDP, similarly deteriorating by 0.2 percentage
points.

The incorporation of the cost-of-living allowance
in the wage rise awarded to Government
employees is an important aspect of the new
collective agreement, as the long-established
practice of automatically linking wage increases to
price changes without regard to productivity
increases or the prevailing economic
circumstances was detrimental to the country’s
international competitiveness.

Prices

The increase in excise duty on tobacco products
will put upward pressure on the Retail Price Index
(RPI).   In fact, estimates based on the prevailing
weights of such products in the RPI basket, which
reflect household spending patterns in 1994,
indicate that the RPI should rise by 0.2 percent as
a result.

However, the dismantling of the remaining levies
on imports of manufactured goods in January
2003, and the reduction of those on a number of
agro-food products in the course of the year,
should more than make up for any ensuing
inflationary pressures.  In particular, the removal
of levies should make imported goods cheaper
and, through increased competition, reduce the
prices of domestically produced substitute
goods.

Medium-Term Projections

The Budget for 2003 includes an update of the
financial projections for 2004 and forecasts for
2005.  During these two years the Government
plans to bring the deficit down progressively to
Lm68.7 million and Lm56.6 million, respectively.
Assuming nominal GDP growth of 5.5% per
annum, the deficit expressed as a percentage of
GDP should fall to 3.6% in 2004 and 2.8% in 2005,

Government revenue should increase moderately
through 2004 and 2005, with growth forecast to
average 2.3% per annum over the period1.  On the
other hand, total expenditure, fuelled by higher
outlays on welfare, personal emoluments and
interest payments, is projected to rise by an
annual average of less than 1%.  Meanwhile,
gross Government debt is expected to reach
Lm1.2 billion, equivalent to 60.5% of GDP, by the
end of 2005.

General Government Budgetary Operations

The Budget for 2003 also includes estimates of the
General Government deficit as defined in the
European System of Accounts 1995 (ESA 95).
The latter is effectively a consolidation of the
Central Government fiscal position, as recorded in
the Consolidated Fund, with the budgetary
operations of public entities that are non-market
producers - i.e. those that depend on the Central
Government for the greater part of their revenues.
These entities include local councils and a large
number of regulatory and administrative bodies.
EU fiscal benchmarks, such as the Maastricht
fiscal criteria for joining EMU, refer to the General
Government position, as this is considered to be a
more accurate and comprehensive measure of
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1   Government revenue forecasts for 2004 and 2005 do not include European Union post-accession funding.
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Government’s influence on the economy.

The General Government deficit for 2002, so
defined, is estimated at Lm89 million, equivalent to
5.2% of GDP, down by Lm24.4 million when
compared with the preceding year.  It is expected
to fall to Lm80.7 million, or 4.5% of GDP, in 2003
and should drop further, to 3.4% of GDP in 2005.

Conclusion

The consolidation of Government’s financial
position remains a key aspect of the current
strategy to maintain macroeconomic stability and

sustain economic prosperity.  Indeed, the
structured restoration of fiscal balance should
ease upward pressures on domestic interest rates,
free resources to the private sector and help
improve the country’s balance of payments
position.  This, in turn, should reinforce the
pegged exchange rate regime through which the
Central Bank pursues price stability. Efforts to
improve the state of public finances through a
deceleration of expenditure growth should also
limit the distortionary impact of additional
taxation, leading to a more efficient allocation of
resources and contributing to the country’s long-
term economic development.
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THE AMENDMENTS TO THE CENTRAL BANK OF MALTA ACT

1.  Introduction

On September 10, 2002 the House of
Representatives approved amendments to the
Central Bank of Malta Act (Cap. 204).  These
amendments came into force on October 1, 2002
and were aimed at:

· defining more clearly the Bank’s principal
objectives, in particular the establishment of
price stability as the Bank’s primary objective;

· strengthening the Bank’s independence and
thus enabling it to formulate and implement
monetary policy without outside interference;

· providing the Bank with the necessary
operational flexibility to carry out its tasks and
responsibilities in a more liberalised and
deregulated financial environment.

This article discusses the salient features of the
amendments, focusing in particular on the
underlying economic rationale. Among the
important aspects treated are the principal
objectives of the Bank; the independence of the
Bank; the Bank’s responsibilities in the area of
systemic stability; measures to give the Bank
more access to information and data and enhance
its operational flexibility; measures that make the
Bank more accountable and transparent. And
finally, aspects relating to financial liberalisation
and currency issue.

2.  The Principal Objectives of the Bank

As noted above a key innovation is the explicit
reference to price stability as the primary

objective of the Bank (Article 4). This is because
experience has shown a central bank can play a
key role in controlling inflation. On the other
hand, it is also recognised that the maintenance
of price stability is not an end in itself but rather a
means of achieving orderly and balanced
development in the economy.

The Act clearly distinguishes between the
primary objective of price stability and the other
objectives of the Bank, which are also identified.
However, in pursuing these other objectives the
Bank has to ensure that its ability to achieve price
stability is not jeopardised. The secondary
objectives include three important functions
namely, ensuring overall stability in the financial
system; promoting a sound and efficient payment
system; and compiling and publishing statistics
(financial and economic). The other objectives
listed in the amended Act were already included in
the previous version of the legislation.1

These secondary objectives directly or indirectly
contribute to the Bank’s primary role of achieving
price stability. Thus in ensuring the stability of the
financial system the Bank contributes to the
achievement of monetary stability, which is an
important condition for the achievement of price
stability. Financial stability is a prerequisite of
monetary stability. In fact, although regulatory
and supervisory responsibilities have been
transferred from the Central Bank to the Malta
Financial Services Authority (MFSA), the Bank
still retains overall responsibility for the stability
of the financial system and is still able to act as
lender of last resort to support individual credit

1 Article 4(2) in fact notes that:
“…to the extent that this does not interfere with its primary objective, it shall also be the objective of the Bank
(a) to influence the volume and conditions of supply of  credit;
(b) to manage and maintain external reserves, so as to safeguard the international value of the currency;
(c) to ensure the stability of the financial system;
(d) to promote and participate in the establishment of a sound and efficient payment system;
(e) to issue legal tender currency notes and coins;
(f) to advise the Government generally on financial and economic matters;
(g) to compile and publish statistics as may be necessary to carry out its tasks under the provisions of this Act and of any

other law;
(h) to perform such other functions as may be assigned to it by law.”
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institutions which may be facing a financial crisis.

In a similar fashion, the effectiveness of monetary
policy as a means of achieving price stability is
largely dependent on the smooth functioning of
the payment system, since it is through financial
institutions which are linked to an electronic
payment system that monetary policy measures
can best be transmitted to the economy. The
Bank is consequently also responsible for
promoting and participating in Malta’s payment
system. This is discussed in more detail below.

The availability of economic and financial
statistics and other relevant information is a
necessary prerequisite for the formulation and
implementation of monetary policy. Under the
amended Act, the Bank is accordingly endowed
with wider powers to compile and publish
statistical information.

In summary, therefore, Article 4 emphasises that
whereas the Bank is expected to carry out a
number of functions related to its areas of
competence, it must focus first and foremost on
the achievement of price stability.   In other words,
its primary task will be to foster a low-inflation
climate in order to achieve orderly and balanced
economic development. By prioritising the
objectives of the Bank, the amended Act
effectively highlights the importance of price
stability as a factor contributing to sustainable
growth in the economy and the role of the Bank in
working towards this goal.

3. The Bank’s Independence  Strengthened

The need for an independent central bank follows
from the fact that the economic policy priorities of
governments may be in conflict with the
achievement of low inflation.  This may arise
because governments may seek to achieve low
rates of unemployment in ways that may
jeopardise the attainment of price stability.
Governments may thus pursue pro-inflationary
policies in an attempt to stimulate output and

employment. In this context, therefore, a monetary
framework in which the central bank is subject to
political control, whether formally or not, may be
inconsistent with the achievement of price
stability as the main objective of a central bank.
Very often, therefore, in order to reassure
economic agents that price stability is indeed the
main goal of monetary policy, the Bank has to be
protected from external pressures that may force it
to pursue economic policy goals which may be
inconsistent with the achievement of price
stability.

There is thus a strong case for entrusting
monetary policy to an institution that is not only
committed to a low-inflation policy, but that also
has its independence enshrined in a statute. Thus
although the Central Bank has been formulating
and implementing monetary policy independently
of the Government for a number of years, the
amendments to the Act have introduced additional
measures to safeguard the Bank’s independence
at various levels. In particular, the powers of the
Minister of Finance to direct the Bank on a
number of issues have been curtailed. These
safeguards are discussed in more detail below.

i. Prohibition of external interference

A new set of provisions that prohibit the Bank
from seeking or taking instructions from the
Government and other bodies has been
introduced.   These provisions do not only apply
to the Board of Directors, but also to the members
of the Monetary Policy Advisory Council, which
advises the Governor on monetary policy issues.

ii. Specific rules on the appointment and
dismissal of directors

With regard to the appointment of members of the
Board, the amended Act emphasises that the
Governor, Deputy Governor and the non-
executive directors have to be persons of
recognised standing and professional experience
in economic, financial or banking affairs. Strict
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conditions are also established regarding
positions held by members of the Board outside
the Bank in order to ensure that these do not
bring them into conflict with their responsibilities
as Board members.

Furthermore, appointments to the Board are for a
minimum period of five years. This contributes to
continuity and consistency in the overall policy
and general administration of the Bank, since
extended periods of appointment effectively
ensure that Board members are not automatically
removed from their posts following a brief period
of appointment. The Act therefore also excludes
the possibility of dismissal for reasons that may
be related to differences over the appropriate
stance of monetary policy that may arise from time
to time between the Government and the Central
Bank. The amended Act specifically states that
directors may only be dismissed if they are
incapable of fulfilling their duties or if they are
found guilty of serious misconduct.

iii. Financial independence

Another important dimension of the Bank’s
autonomy is its financial independence. Not only
is the Bank expected to have adequate financial
resources, but it is also expected to be immune
from any outside interference in the way that it
manages these resources. Thus the amendments
remove any powers of the Minister of Finance to
direct the Bank on the use of its financial
resources. For example, the right of the Minister
to determine the purposes for which the Bank’s
reserve funds may be used and to approve
allocations to these funds is removed so that it is
now the Bank’s Board that determines allocations
to its general and special reserve funds.  As far as
the Special Reserve Fund is concerned, the Act
specifically states that this may be used for the
allocation of profits and losses arising from an
official adjustment to the Maltese lira exchange
rate.

Under Article 27 of the amended Act the Bank is

prohibited from granting access to credit to the
Government and Government-controlled bodies,
in the form of loans and overdrafts. However,
where the supply of liquidity by the Central Bank
to the banking system is concerned, Government-
controlled credit institutions will continue to be
treated in the same way as other credit
institutions. The prohibition on lending to the
public sector complements a previous amendment
to the Act which provided for the termination of
temporary advances to the Government under a
facility known as “Ways and Means”. It also
contributes to a healthier financial environment
by ensuring that the public sector bids for
resources in the financial market to fund its
borrowing requirement.

Within the context of the Bank’s relationship with
the public sector it is relevant to mention that the
Bank will still be permitted to assist the
Government in public debt management.

iv. Full autonomy in monetary policy decision-
making process

While all the amendments referred to above
strengthen the Bank’s independence, the most
important amendment in this regard relates to a
new section (Part IIA) on the monetary policy
decision-making process. The amended Act
provides for a Monetary Policy Advisory
Council, which is composed of the Governor and
Deputy Governor and the other three non-
executive directors of the Bank, as well as three
other members who are appointed by the
Governor from amongst suitably qualified
persons.  This is the first time that the structure,
functions and proceedings of this body within
the Bank are being regulated by law.  The Act
states that the sole responsibility for monetary
policy decisions and the exercise of any power
relating to monetary policy rests with the
Governor, and, in his absence, the Deputy
Governor. The role of the other members is to
advise the Governor on matters related to
monetary policy after the Council has analysed
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and deliberated the relevant economic and
financial information. The transfer of all monetary
policy responsibilities to the Governor facilitates
the accountability aspect of the Bank, in the
sense that the Governor is recognised as the head
of the institution and is also answerable to
Parliament. All monetary policy decisions have to
be published as soon as practicable after each
Council meeting.

4.  Access to Information and Data

It is on the basis of reliable statistics and related
information that the Bank is able to take the
appropriate monetary policy decisions. Such
information is also necessary to enable the Bank
to carry out other important tasks, such as
monitoring and overseeing the financial system
and the payment system. In recognition of this
increased need for information a new section (Part
IIIA) has been inserted in the revised Act
defining the powers and duties of the Bank with
respect to the collection, verification and
publication of information.

This includes a broader and more precise
definition of a “reporting agent” from whom
information may be obtained. Thus the Bank has
been granted the right to verify the accuracy and
quality of any statistical information submitted to
it by reporting agents, and it may also carry out
compulsory collection directly from them.
Consequently the Bank has been empowered to
issue directives establishing the parameters
within which the verification and collection of
information by the Bank would take place. These
directives may include the definition of statistical
information requirements and the procedures and
standards that would govern the reporting of
statistics. The amended Act emphasises that any
information collected by the Bank is subject to
professional secrecy.

In order to enforce the effectiveness of these
provisions, the Act empowers the Bank to impose
administrative penalties on reporting agents who

infringe the Act’s provisions without recourse to
a court hearing. Such penalties are in addition to
any cost that the reporting agent might be
required to pay for the verification and collection
of information. Sanctions may also be imposed
where the information required for the
performance of the Bank’s functions under the
Act is not made available or is inaccurate or
untimely.

To strengthen further the Bank’s access to
relevant information, the Bank will also be able to
access information from the Competent Authority
responsible for the supervision of financial
services in Malta, the Malta Financial Services
Authority. In terms of Article 38A, under the
section (Part VI) dealing with the Bank’s
relationship with this Authority, any information
in the possession of the MFSA that is relevant to
the Bank’s mandate may be passed on to the
Bank.

5.  Operational Flexibility

Monetary policy and external reserves
management operations necessitate a high degree
of flexibility in terms of the financial instruments
that the Bank may employ to effect the related
transactions. In order to satisfy this need for
operational flexibility, Article 15 (dealing with the
Bank’s principal business and powers) and
Article 16 (dealing with prohibited activities) have
been substantially amended. As a result, the Bank
is assigned more discretion in deciding on the
type of financial transactions it may enter into and
the choice of assets it may hold on its balance
sheet. The Bank may also extend loans and
advances to credit and financial institutions
against security considered to be adequate by the
Bank’s Board.

More flexibility is introduced where reserve
requirements are concerned. Thus the Bank may
vary the conditions that relate to reserve
requirements through the issue of a directive. A
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directive in this regard (Directive No 1 - Minimum
Reserve Requirements) was issued as soon as the
amended Act came into effect. The directive,
which applies to credit (and electronic money)
institutions, states that these are subject to the
same reserve requirement ratio. Reserve
requirements, which are an instrument of
monetary policy, oblige these institutions to
maintain “frozen deposits” at the Central Bank.
The balance that has to be placed on deposit
with the Bank is calculated monthly on the basis
of the amount of deposit liabilities that each
institution holds in its books. By varying the
amounts that these institutions are obliged to
maintain in these reserve accounts, through
adjustments in the ratio, the Bank is able to
influence liquidity levels in the banking system.
The revised Act also sets out the procedures to
be followed by the Bank to enable it obtain,
directly from the credit institutions, the necessary
information for the computation of reserve
requirement balances.

6.  Role in Ensuring Systemic Stability

While the Bank is no longer responsible for
banking supervision it has to ensure stability in
the financial system and to promote and
participate in the establishment of a sound and
efficient payment system. A smooth-functioning
payment system is in fact a vital component of a
stable financial system. Such a system acts as an
effective channel for the clearing and settlement
of payments as funds flow across the financial
system.

Under the amended Act the Bank’s role in the
payment system is considerably strengthened
through an amplification of Article 36 which
previously dealt solely with clearing house
arrangements. The amended article lays down the
basic provisions that would allow for the
development of a robust payment systems
framework in Malta.  Thus the establishment and
operation of payment systems in Malta now
requires the authorisation of the Bank. To provide

further protection against systemic risk, the
principle of finality is adopted. Thus a payment is
considered final and irrevocable even in the event
of a participant’s bankruptcy.  Furthermore, the
Bank is obliged to offer clearing facilities to all
participants in the various payment systems. This
contributes to the elimination of credit exposure
with regard to funds that a participant receives
through the system.

The Bank is also responsible for overseeing and
regulating payment systems that have been
established and approved by the Bank itself and
are operating locally. The Bank’s regulatory
powers in this regard are communicated to the
participants through the issue of directives. In fact
after the amended Act came into force the Bank
issued three such directives. These are Directive
No 2 (Payment and Securities Settlement
Systems), Directive No 3 (Cross-Border Credit
Transfers) and Directive No 4 (Electronic Payment
Services). The Bank has the right to impose
administrative penalties in the case of
infringements of these directives.

Directive No 2 aims at minimising the disruption to
a system caused by insolvency proceedings
against a participant in that system. This directive
applies to the operation of, and participation in,
domestic payment and securities settlement
systems as well as any form of cash or security
transactions, whether domestic or cross-border,
that may be involved. Thus any transfer order and
netting entered into by a participant in a system
shall be legally enforceable and binding on third
parties.

Directive No 3 has been issued to regulate cross-
border credit transfer services with the aim of
promoting the efficiency of cross-border
payments. This directive lays down the minimum
requirements needed to ensure an adequate level
of customer information both before and after the
execution of a transfer. This directive took effect
on January 1, 2003.
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Directive No 4 seeks to ensure a high level of
consumer protection in the field of electronic
payment instruments and to promote customer
confidence in and retailer acceptance of these
instruments. This directive will become effective
on January 1, 2004, thus giving participants
enough time to adopt adequate measures to
ensure compliance.

7.  Accountability and Transparency

The strengthening of the Bank’s independence in
the amended Act has been balanced to some
extent by the introduction of provisions in the
law which increase transparency and
accountability. A step in the direction of increased
transparency, as mentioned above, is the
obligation of the Bank to publish a statement soon
after a meeting of the Monetary Policy Advisory
Council explaining any decision taken by the
Governor.

In terms of accountability, the Governor of the
Bank may be requested by the House of
Representatives to appear before a Committee of
the House, set up for that purpose, to report on
the conduct of monetary policy. The Governor
may be requested to do so on two occasions
during a year. This obligation to appear before
Parliament is in addition to the Governor’s duty,
already in effect under separate legislation, to
appear before the Public Accounts Committee
(PAC) of the House of Representatives, to
discuss the Bank’s annual financial report and its
policies and activities.

Furthermore, while a copy of the Bank’s annual
accounts will continue to be presented to
Parliament soon after the first quarter of the
following year, these accounts will henceforth
also include a statement of the Bank’s
investments.

8. Financial Liberalisation

The amendments to the Act were also aimed at
enhancing the financial liberalisation process,

which has been underway during the past
decade, by strengthening the price mechanism in
the financial market. Thus Article 38 removes all
restrictions on interest rates payable or charged
by credit and financial institutions in respect of
transactions with their customers. This will
complement the approach adopted by the Bank in
the money market where it has been seeking to
influence interest rates through open market
operations, rather than through direct regulation.
Consequently, when the amended Act came into
effect in October 2002, the Bank withdrew a notice
it had issued in March 1999 relating to the
determination of interest rates.

In the same context the amended Act also
repealed what was previously Article 38B. This
gave the Bank the power to determine the amount
of assets held by credit and financial institutions
outside Malta. This amendment thus contributes
to the capital liberalisation process by allowing
credit and financial institutions more flexibility in
the way they allocate their investment assets. As
a result, another Central Bank notice, which
regulated the amount and composition of assets
held by credit institutions outside Malta, was
withdrawn. However, the foreign asset holdings of
credit institutions will continue to be subject to
the prudential limits set by the Competent
Authority (the MFSA) under a specific banking
directive.

9.  Currency Issues

While no material changes have been made to the
law where this relates to the external value of the
currency, the section (Art. 40) which refers to this
subject has been simplified, with all references to
international obligations being removed. The
competence of the Minister of Finance and the
Central Bank in determining the external value of
the Maltese lira is clearly highlighted however.

The Act introduces further safeguard measures
concerning the issue of currency notes and coins.
In view of the proliferation of new methods by
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which bank notes and coins can be counterfeited,
the Act now recognises as criminal offences
instances of counterfeiting involving the use of
electronic storage devices and electronic images.
A new article has also been introduced to cater for
the calling in of counterfeit notes, whereas a new
obligation has been introduced requiring credit
and financial institutions to present to the Bank
any counterfeit notes and coins they come
across.

10.  Conclusion

The Central Bank’s legislation has been updated
and modernised in line with current international
best practice. These amendments are a
continuation of the far-reaching changes that
were introduced in 1994 when the role of the Bank
in monetary policy was considerably
strengthened.  The latest amendments not only
establish price stability as the primary objective
of the Central Bank’s monetary policy, but

also provide the Bank with the necessary
operational flexibility and access to information
and statistical data to enable it to pursue this goal
effectively. At the same time, while the overall
independence of the Bank has been strengthened
through the introduction of safeguards against
external interference in its business and
operations, the legislation introduces a number
of measures to make the Bank more accountable
and transparent.

These amendments have also redefined the role
of the Central Bank in the economy, emphasising
in particular its responsibility for monetary policy
and the promotion of an efficient payment
system.

In line with developments in central banking
worldwide, the Bank now has an important
contribution to make in creating and maintaining a
low inflation environment and in promoting a
sound and robust financial system.
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REGIONAL ECONOMIC INTEGRATION: THE OPTIONS FOR MALTA
Mr Michael C Bonello

Governor of the Central Bank of Malta*

In previous years I used this occasion to focus on
issues related to the country’s perennial
challenge, which is to converge to the economic
standards of its more developed trading partners.
Among the appropriate responses to this
challenge I emphasised the importance of price
and financial stability, fiscal restraint, market-
based reforms and a viable exchange rate strategy.
These are indeed necessary elements of a strong
macroeconomic policy framework conducive to
export-led growth.  The issue I shall address
today is the need to complement these policies
with a more secure access to international markets.
The reason is simple.  Without such access, a
small open economy like ours cannot hope to
achieve sustained, quality growth in today’s
globalized world.

A structured, regional approach to building
competitiveness

In a world economy driven by cross-border flows
of foreign direct investment (FDI) seeking the
most profitable locations, the challenge of
sustaining economic growth must be faced head-
on by endeavouring to maintain cost
competitiveness and gaining access to larger
markets.  Studies have shown that countries
which are more open to trade tend to achieve
higher growth rates compared to less open
economies at comparable stages of development.1

Of course, openness also brings with it greater

exposure to external shocks, particularly for small
economies that cannot aspire to any degree of
self-sufficiency.

Experience, however, suggests that such
exposure does not necessarily translate into
vulnerability for small economies if they are
closely integrated with larger ones.  For example,
the greater resilience of countries in Central and
Eastern Europe over that of a number of other
transition economies has been attributed to the
relatively stronger trade links which the former
have with rich, neighbouring countries2.  In
addition, the latest IMF World Economic Outlook
shows that over the past twenty five years less
integrated economies exhibited a higher degree of
susceptibility to financial crises than economies
with strong trade linkages, and that financially
integrated economies in turn experienced a lower
degree of output volatility than those with closed
financial markets3.  This suggests that trade and
financial integration with major trading partners
remains a preferred option.

This conclusion is borne out by the experiences of
small states such as Luxembourg and Singapore.
The fundamental characteristics of these
countries resemble Malta’s in that they too are
small open economies which lack natural
resources.  Both, however, have achieved far
higher levels of prosperity4.  Luxembourg, for

*   Address delivered at the Annual Dinner of the Malta Institute of Financial Services on November 7, 2002.
1   Excluding OECD member states and a number of countries that are well known for their pro-trade orientation, Dollar

and Kray (2001) find that developing countries who had the largest trade-to-GDP ratios also experienced the highest
per capita growth rates since the 1960s.  They note, for example, that these countries - which they term the “post-
1980 globalizers” - have seen their average annual growth rates jump from 2.9% in the 1970s and 3.5% in the 1980s
to 5.0% in the 1990s.  By contrast, the non-globalizers have seen their growth rates fall from 3.3% in the 1970s to
1.4% during the 1990s. E. Dollar & A. Kray, Trade, Growth and Poverty, Working Paper No. 2615, Washington: World
Bank, Policy Research Department, 2001.

2 “The Challenge to Small, Landlocked Transition Economies - Trends and Policies in the World Economy”, in World
Economic and Social Survey, New York: United Nations, Department of Economic and Social Affairs, 2001.

3 “Consequences of Trade and Financial Integration for Macroeconomic Volatility”, in  World Economic Outlook,
Washington: IMF, September 2002.

4 While Malta ranks 50th in terms of income per capita, these countries are among the 20 richest economies in the
world. World Development Indicators, Washington: World Bank, 2002.
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example, with a population only slightly larger
than that of Malta has a per capita income three
times higher.  This success is attributed
to Luxembourg’s ability to reap economies of
scale by integrating with larger, prosperous
territories in a way that has permitted high-value,
export-oriented firms to flourish alongside
domestically-oriented ones.  In addition, by
pooling resources with those available
in neighbouring countries, Luxembourg
has managed to address resource limitations and
other problems that it could not deal with
in an effective way on its own. Similarly,
Singapore has developed into a regional hub by
supplying manufacturers and service providers in
booming Southeast Asian economies.  And not
only does it participate in the Association of
South East Asian Nations, but it also has a far-
reaching trade agreement with New Zealand,
which is expected to develop into a closer
economic partnership that will in time also include
Hong Kong and Japan5.

These countries are not unique in this regard.
Recognising that success in world markets
requires a critical mass in order to foster
competition and competitiveness and to acquire a
measure of bargaining power, countries the world
over are turning to regional arrangements as a
stepping stone to gaining a foothold in the global
economy6.  They know that belonging to a
regional grouping also makes it easier to attract
FDI and to absorb the necessary technology and
management expertise that can be applied
elsewhere in the economy. Such arrangements
also provide members with a firsthand experience
of the negotiation process.  The World Trade

Organisation (WTO) estimates that 243 regional
trade agreements are in force today7, covering at
least 129 countries8.  Regional groupings
moreover are not only increasing in number, but
they are also becoming deeper in scope,
encompassing areas of policy other than trade
and investment9.

This brings me to the first point I wish to make
today.  The experience of other countries shows
that the capacity necessary to deal with the
competitive forces of globalisation can be
optimally built in stages through participation in
regional arrangements.  The implication is that in
order to reap the full benefits of the policy reforms
currently under way, Malta does not only need to
integrate further internationally, but has to do so
through a structured approach that seeks to
exploit potential synergies with other economies.
The question then arises, “What kind of regional
arrangement and with whom?”.

Malta’s potential partners for regional
integration

Traditionally, partners to regional integration
arrangements exhibit strong trade ties based on
complementarity in terms of resource endowments
and geographical proximity, as well as a common
historical and cultural background.  These criteria
limit the scope for integration between Malta and
a number of outlying European countries such as
the transition economies of Eastern Europe and
the European Free Trade Association (EFTA)
countries. In fact, Malta’s commercial links with
these countries are weak, with only a few
economic sectors that could be of potential

5 Singapore has recently also initialled a bilateral agreement with Japan.
6 Indeed, these are the precise reasons put forward by the Minister of Industry and Trade of the Republic of Tanzania

during the 47th session of UNCTAD’s Trade and Development Board where he noted that:
     “We do not believe that we can enter into the international arena under today’s rules if we do not go through these steps

at regional level”.
7 Of these arrangements only 141 have been notified to the WTO. “Regional Trade Integration Under Transformation”,

Geneva: WTO Secretariat, 2002.  (Preliminary draft prepared for the Seminar on Regionalism and the WTO on 26
April 2002.)

8 These include members of AFTA, the Andean Community, CARICOM, COMESA, ECOWAS, the EU, MERCOSUR,
NAFTA, SADC, CACM, LAIA, ECO, GCC and the Bangkok Agreement.  This does not include countries which have
separate FTAs/Association Agreements with another country or regional grouping.

9 The ANDEAN Pact, for example, also deals with biodiversity, electronic commerce and the protection of indigenous
knowledge.
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interest to both parties.  In 2001 Malta’s exports to
EFTA countries represented less than 0.5% of its
exports to the European Union (EU).  It follows
that the EU and the countries of North Africa,
many of which are participating in the Euro-
Mediterranean Partnership known as the
Barcelona process, are more likely to be
potentially viable regional partners for Malta.

As far as the latter countries are concerned, there
is no doubt that they have made considerable
progress in recent years.  Most of them, however,
require more time to be able to take full advantage
of their potential.  A strategy based solely on
closer ties with these countries, therefore, would
tend to condition Malta’s development to proceed
at a slower pace than its own potential would
justify. Furthermore, although efforts are being
made to create a Euro-Mediterranean free trade
area (FTA) by 2010, this date appears rather
optimistic.  This was confirmed by the Spanish
Presidency last March, which noted that a critical
mass of implemented FTAs between the partners
themselves has yet to be reached10.  Finally, it is
also to be noted that an essential aspect of an
eventual Euro-Mediterranean FTA is expected to
be an obligation to achieve equivalence in
standards.

At this stage, therefore, a growth strategy that
relies on closer links with these countries appears
neither plausible nor likely to provide adequate
opportunities in terms of market access.  The only
viable alternative thus seems to be to forge
stronger ties with the EU, with whom Malta is
already closely integrated through trade and
investment. The EU accounts for more than half
of Malta’s trade in goods and for around 80% of
incoming tourists11.  The EU is equally important
as a source of FDI, accounting for some 43% of
the total in 200012. This suggests that

strengthening the existing relationship with the EU
is more likely to produce early results than
attempting to develop ties with other regions
starting from a very small base.

Malta’s relationship with the EU - alternative
scenarios

Malta could, for example, retain, or attempt to
upgrade, the existing Association Agreement.  As
it stands, this agreement is very narrow in scope,
focusing on industrial goods to the exclusion of
most agricultural products.  In addition, it is
severely limited by a set of rules of origin whereby
local exports only benefit from preferential access
to the EU market if the percentage of the value of
the product that originates in Malta exceeds a
minimum threshold.  If this agreement is to be
upgraded, however, Malta would have to make
commitments over and above those it has today.
Indeed, many of the countries with whom the EU
has a comparable agreement have managed to
obtain a better deal than Malta not only because
they are much larger in terms of market size, but
also because they have entered into additional
commitments.  European Economic Area (EEA)
countries, for example, do indeed participate in EU
programmes, but they have also offered
substantial rebates on loan-related interest
payments and committed nearly ECU 500 million
in direct grants for projects in specific EU regions.
In other words, EEA countries have contributed
to the EU’s financial resources, and specifically to
the EU’s regional policy, without being members
of the EU. In addition, it is well known that
membership of the EEA implies taking on a large
part of the EU acquis, whether past, present or
future, without having any say in the decision-
making process.

Nor is the obligation to come into line with the

10 In addition, a recent study by the WTO shows that this is one of the regions with the lowest concentration of regional
trade arrangements, a situation which is not expected to change much in the medium-term.  See footnote 7 for source.

11 National Statistics Office, News Release 103/2002.
12 National Statistics Office, unpublished estimates.



Central Bank of Malta, Quarterly Review, December 200268

acquis unique to the EEA.  As is the case with
Switzerland, which is an EFTA but not an EEA
country, the EU’s trading partners are increasingly
being required to approximate their national laws
with those of the EU as a precondition for access
to its market13.

The second conclusion to emerge from this
analysis, therefore, is that if Malta seeks to
negotiate a more advantageous form of
association agreement, our exporters will only be
able to secure improved access to the EU and its
partners if the Maltese Government makes
commitments in areas other than those covered by
the present agreement, including a commitment to
achieve legal equivalence with the EU acquis.

Pressures to liberalise, the costs of
restructuring and the obligation of legal
equivalence will arise irrespective of EU
membership

It could be argued that as a non-member the pace
with which this legal equivalence would have to be
achieved would be slower than that implied by the
current enlargement calendar.   In practice,
however, the difference in timing is subtle.  It must
not be forgotten that nine other countries are also
about to join, which means that they will shortly
have complete access not only to an enlarged EU
market, but also to the reciprocal trade
agreements which the EU has with third
countries.  If local businesses are not to lose out
to competition from this new source, therefore, the
administrative burdens and financial outlays
associated with the achievement of legal
equivalence and the adoption of EU technical
standards will have to be borne within the same
time frame available to the other candidate
countries, irrespective of whether Malta joins the
EU or not.

Yet even if such compliance is achieved on
schedule, under any arrangement other than
membership Malta would only be able to tap the
markets covered by EU reciprocal agreements by
negotiating individual bilateral agreements with
most of the countries in question.  Given Malta’s
limited negotiating capacity, combined with the
slow pace with which the conclusion of such
agreements tends to proceed and also the high
degree of protection in many developing
countries, this seems to be an unrealistic objective.

This at a time when Malta has already started to
graduate from the General System of Preferences
(GSP) through which some developed countries
grant non-reciprocal preferential trade access to
less developing countries.  For example, Malta
graduated from the GSP scheme of the USA at
the end of last year.  In addition, pressures are
mounting on developed countries in the WTO to
extend any preferential treatment accorded to a
subset of WTO members to all other members,
such that any preferential treatment given to
Malta by any country over and above that
accorded to other WTO members will be lost in
any case.

In a non-membership scenario, moreover, the EU-
Malta income gap would tend to widen because
the other new members will continue with reforms
that are conducive to attracting FDI. Indeed a
recent study shows that the EU decision to open
negotiations with the first wave of accession
countries had by itself reinforced FDI flows into
these countries.  This has implications for the
catching-up process, because countries that
absorb the highest amounts of FDI normally
continue to attract the bulk of new investment in
later years14.  So that if the scale of FDI flows into
Malta fails to keep up with that going to the other
candidate countries, Malta could easily fall behind

13  During the Euro-Mediterranean Ministerial Conference on Trade held in March 2002, participating Ministers noted that
the dismantling of tariffs will not be enough:

    “Businesses have to benefit from an economic environment where trade is facilitated by an adaptation  and a
harmonisation of regulatory provisions concerning the free movement of goods, standards, right of establishment,
property rights.”

14   This follows from the fact that transnational corporations often react to the prospect of a larger market arising from
regional arrangements by establishing integrated production and distribution networks within the region in question.
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these countries in terms of GDP growth and living
standards. This at a time when the countries of
Central and Eastern Europe (CEECs) already
absorb around 33% of all FDI flows from the EU to
emerging markets, and when this region is
increasingly becoming the dominant sphere of EU
investors15.  It is, therefore, of paramount
importance that the pace of reform be accelerated,
irrespectively of whether Malta joins the EU or
not16.

Against this background, it appears that securing
access to the EU market will become increasingly
difficult as a non-member.  Membership, on the
other hand, promises immediate benefits for local
exporters, because any product made in Malta
would not only have complete access to the EU,
but would also benefit from any preferential
treatment which the EU receives under the
various reciprocal trade agreements it has with
third countries, without the need for Malta to
negotiate separate agreements and without being
subject to country-of-origin limitations. The extent
of this benefit could be substantial because the
EU does not merely have reciprocal trade
agreements with Northern and Eastern European
countries and with its Southern Mediterranean
partners, but has also finalised, or is close to
finalising, similar agreements with more distant
countries and regional blocs, including Mexico,
South Africa, Chile, Mercosur17 and the Gulf Co-
operation Council18. For many local firms EU
membership would also translate into an
opportunity to outsource inputs more cheaply,
and for consumers a wider choice and cheaper
products.

EU membership would also pose some challenges.
For example, because membership implies more
than a free trade agreement, Malta would have
to apply the EU’s common external tariff (CET)
to imports from third countries.  Upon closer
examination, however, it seems that this is unlikely
to be a major problem.  For a start, Malta’s
customs duties on non-EU imports are already
roughly in line with the CET, so that
not much change would be necessary.
Furthermore, the CET is foregone in the case of
all those non-EU countries which benefit from
preferential access of the EU market, especially
in the case of raw materials. This means that
imports can be purchased from alternative
sources, possibly from the enlarged EU market,
or from non-EU countries which enjoy access
to the EU market. Finally, the CET is also
suspended when the imported raw material is
re-exported outside the EU as a finished
product19.  So while the costs of production for
some sectors of the economy may increase, and
this in turn could have implications for inflation,
at least in the short-run, this impact is likely to be
minimal in practice.

As a member Malta would also assume the EU’s
commitments under the non-reciprocal
agreements with developing countries.  Whereas
this could have negative implications for specific
sectors, for the economy as a whole these effects
are unlikely to be significant or enduring.  This is
because the proportion of imports from these
countries in Malta’s import bill is marginal.
Second, the Cotonou Agreement, which is the
EU’s most relevant agreement in this regard, will

15 European Union Foreign Direct Investment Yearbook, Luxembourg: Eurostat, 2000.  Moreover, according to UNCTAD’s
latest World Investment Report, Poland, the Czech Republic, the Russian Federation, Hungary and Slovakia absorbed
around seventy-five per cent of world FDI flows to Eastern Europe in 2001.

16 Staying out of the EU is also likely to have negative implications for Malta’s credit rating.  In a recent report, for
example, FITCH credit rating agency notes that:

    “staying out would damage Malta’s creditworthiness unless a new government were clearly determined to retain and
develop the parts of the EU Acquis that are starting to enhance the efficiency and competitiveness of the Maltese
economy.”

17 Argentina, Brazil, Paraguay and Uruguay.
18 Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arab Emirates.
19 It could also be argued that the additional tax revenue from the application of the CET to imports from non-EU

countries would make up at least partly for any losses arising from the removal of duties on intra-EU trade and trade
with EU partners covered by reciprocal agreements.
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expire in 2008, by which time it is expected to be
superseded by Economic Partnership Agreements
based on reciprocity20.  If anything, therefore, the
EU network of reciprocal trade agreements will
increase.  Within a few years importers and
consumers should thus have more and not less
access to duty-free imports, and any short-run
increases in inflation should be more than
neutralised.  Third, the opportunity cost of
staying out of the EU will increase for export-
oriented firms21.  And finally, since the African,
Caribbean and Pacific (ACP) countries that are
parties to the Cotonou Agreement are an
important source of raw materials for the EU itself,
the duty-free access of their raw materials should
actually benefit Malta which imports all its raw
material needs.

In the process local firms would, of course, also
become subject to competition from countries
covered by reciprocal trade agreements with the
EU, and inefficient and high-cost producers in
Malta could well be driven out of the market.  To a
great extent, however, this adjustment is already
taking place, not least because the removal of
import levies is well under way.  Thus, while there
could be some increased costs, the effects on
unemployment should be limited.  In any case,
both the Government and the EU have
mechanisms designed to assist uncompetitive
firms. It could also be argued that some job losses
are inevitable if we really want to give consumers
a better deal while promoting the competitiveness
of domestic firms.

A short-term increase in unemployment, moreover,
could well be reversed.  This is not an unrealistic
expectation.  Investors from non-EU countries will
find that they would be in a better position to tap
the enlarged EU market by consolidating their
activities in the new members than by accessing

these markets separately. The opportunities
which enlargement would provide for investors
should not be underestimated given that Europe
is the region having the greatest concentration of
regional trade agreements with third countries,
and that it is also the region with the highest
proportion of imports that is outsourced from
partners covered by such agreements. The
resultant increase in employment opportunities
should compensate for any jobs lost through
restructuring.

The prospect of access to a large market will not,
of course, alone guarantee larger inflows of FDI.
Investment decisions are not based solely on
considerations of market size.  Unfortunately,
Malta is at a disadvantage in terms of other
relevant criteria such as resource endowments
and transport costs.  Such deficiencies, therefore,
have to be made up for through other factors,
including a sound macroeconomic framework,
political stability, high productivity levels, a
transparent and simplified regulatory framework,
and an assurance that business and productive
activities are conducted in line with internationally
accepted standards.  This would, of course, hold
true whether Malta joins the EU or not.

Costs of participation in international fora
obviated by EU membership

While EU membership also entails the
administrative burdens associated with
participation in EU institutions, it should at the
same time help to strengthen Malta’s presence in
international fora.   As Malta does not have the
capacity to be present in every forum, it would be
in a stronger position as a member of a large block.
One could, of course, argue that this would also
be achieved in other scenarios.   Experience
suggests otherwise however.  For example,

20 The Cotonou Agreement additionally foresees that the number of developing countries that will continue to receive
non-reciprocal access to EU markets under other agreements of this type is expected to decline, although there could
remain a certain degree of asymmetry in timing to take into account the specific needs of developing countries.

21 It is also relevant to mention that although Malta does not benefit directly from the pre-accession funds which are
available to the other accession countries of Eastern Europe, Maltese companies may already bid for contracts awarded
to projects financed under one of the funds in question.  (Instrument for Structural Policy for Pre-accession)  The
benefit would probably be lost under a looser form of agreement with the EU.
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despite the efforts made to create a coalition of
small states in the decision-making bodies of
organisations such as the World Trade
Organisation, the International Monetary Fund
and the World Bank, and despite the fact that the
specific problems of small states are universally
recognised, these efforts have proved largely
futile. The situation is not expected to change in
the near future in view of the differences among
small states themselves22.  As an EU member,
moreover, since Malta’s representation in EU
decision-making bodies would be more than
proportionate to its population, its voice would
stand a better chance of being heard, not least
because most of the other acceding countries are
also small and could be potential allies on issues
of common concern.

Indeed, as Malta’s recent experience with the
OECD and developments relating to the proposed
EU savings tax directive have shown, Malta is
likely to obtain a better deal as an EU member.
Four years ago the OECD was planning to take
action against non-co-operative countries on its
list of “harmful tax havens”.  Malta was not on the
list because the Maltese Government undertook
to eliminate any offending practices and to
exchange information with foreign tax authorities
once a level playing field was achieved.  But the
relevant aspect of this episode is that small
jurisdictions are being compelled to revisit their
strategies and diversify their economies in a
manner which does not harm the interests of
stronger, high-tax economies, and that standards
and codes of good practice will increasingly serve
as another dimension of competition.

In these circumstances it cannot but be perceived
as an advantage by prospective members that the
EU not only has the capacity to resist threats to
the competitiveness of its members, but also has

enough bargaining power to persuade its
competitors to reach a compromise acceptable to
its members.

The EU, for example, is putting pressure on
Switzerland and the United States to adopt
equivalent measures to those contained in the
proposed EU directive on savings taxation. It has
gone as far as to suggest that it could impose
sanctions and even hold up negotiations in other
areas if Switzerland remains opposed to a deal on
the exchange of information on the savings of EU
citizens with Swiss banks. This stance is quite
credible given that Austria, Belgium and
Luxembourg have a vested interest in this matter
and have declared that they will only support the
new package if Switzerland, the United States and
other third countries23 agree to apply equivalent
measures.   As a matter of fact, since this package
is a tax-related measure it can only be adopted on
the basis of unanimity, which means that it
cannot be approved without the support of
countries such as Luxembourg.

From the perspective of the current debate in
Malta, the ongoing negotiations between the EU
Commission and Switzerland do more than raise
questions about the durability of bank secrecy
regimes.  More relevantly they cast doubt on the
assumption that third countries are able to protect
their immunity from EU decisions simply by virtue
of their status as non-members.  The savings tax
example also shows that even a small country like
Luxembourg can, through its membership in the
EU, succeed in getting a larger country to give up
some of the competitive edge it enjoys in a
particular sector.

It is to be expected that similar manoeuvres will
become more frequent in an enlarged EU. Having
a voice in setting the rules would then assume

22 Guinea-Bissau, for example, has a GNP per capita of only $160, whereas countries such as Brunei, Cyprus, Malta and
Qatar have a GNP per capita of more than $9,000.

23 These include Andorra, Liechtenstein, Monaco and San Marino.  The US is trying to resist the move.  In July 2002 the
Treasury Department in fact withdrew a draft law which would have made it compulsory for American financial bodies
to provide extensive information on savings income invested in the United States by non-residents and replaced it with
a less onerous law that limits the extent of information and the number of countries to which it would apply.
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paramount importance, especially since the other
new members, who are Malta’s competitors in
several areas, would themselves be seeking to
advance their own interests.  This, in turn, also
casts doubt on whether Malta would be able to
obtain transitional arrangements and derogations
comparable to those it has obtained thus far if it
had to negotiate with the EU when Bulgaria,
Romania and Turkey have become members.

This leads to my third conclusion.  If, irrespective
of whether and when Malta joins the EU, local
producers and service providers will continue to
be influenced by decisions taken by the EU, and
given that the other channels through which
Malta could possibly gain a better representation
in international fora are not well-developed, Malta
would probably be in a stronger bargaining
position as an EU member.

The macroeconomic discipline aspect of EU
membership

As in any other club, EU membership and access
to the privileges associated with it entail an
obligation to contribute to the common budget.
Now, the debate on whether to join the EU has so
far focused almost exclusively on whether Malta
would be a net contributor or recipient of EU
funding24.  A decision having such momentous
implications cannot, however, be based only on
issues relating to post-accession funding, which
is a time-bound mechanism designed to help
lagging EU regions catch up with the more
affluent ones.  For apart from broader geopolitical
and social considerations, EU membership
represents a concrete, long-term response to the
challenge of developing a modern economy with
the capacity to generate wealth in a sustainable
manner.  In the case of Ireland, Portugal, Spain
and Greece, the EU has indeed proved to be a
most effective mechanism for this purpose.

This is so because the EU is unique among other
regional arrangements in that it goes beyond
market liberalisation and the harmonisation of
standards, and encompasses more fundamental
aspects of integration.  For this audience of
bankers and financiers, it would be appropriate to
illustrate this point by reference to the institutional
framework governing macroeconomic policy in
the euro area.

Although new members cannot join the euro area
immediately upon accession, they are expected to
participate in Economic and Monetary Union
(EMU) eventually and, therefore, to show a
commitment to a stable macroeconomic framework
even before accession.  Whatever the outcome of
the current debate about the Stability and Growth
Pact, fiscal discipline will continue to be an
important policy ingredient of such a framework
as it is a necessary condition for the success of
any monetary union.  In addition, the obligation
to fulfil the Maastricht criteria provides members
of the euro area with the impetus to safeguard the
sustainability of their economies, not least
because deficiencies in the real sector of the
economy would ultimately weaken the ability of a
Member State to fulfil the Maastricht criteria on an
ongoing basis.

The euro adds an important dimension to these
disciplines. First, through its effects on price
transparency it will increasingly compel dominant
players in the market place to reconsider their
behaviour.   This also applies to the financial
sector, because a growing number of savers and
borrowers will be offered a larger selection of
euro-denominated financial instruments that will
in time be tradable without limitation across the
EU.  This will have the added advantage of
causing interest rates to converge to low levels.

In addition, although the EU has not yet reached

24 On the same reasoning Malta should withdraw from international financial institutions such as the World Bank and the
European Bank for Reconstruction and Development since it is no longer entitled to financing from these institutions.
This, however, has not occurred because it is recognised that membership in these institutions yields more than
monetary benefits.
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all the objectives of the 1999 Financial Services
Action Plan, there is evidence that they will be met
on schedule, not least because the euro will
provide the market with the necessary impetus to
identify the remaining obstacles to the completion
of the single market.  A clear example of this is
provided by the regulation on cross-border
payments in euro which seeks to eliminate
unjustifiable differences between charges on
cross-border transfers and those on transfers
within Member States.  Another consists of the
initiatives underway to extend the single passport
beyond the banking sector to investment
services, insurance intermediaries and securities
markets.  This will have at least two implications.

First, a financial product licensed in one Member
State would automatically be recognised in all
others without the need for the service provider
to go through licensing and listing procedures
afresh.  For financial service providers this is an
opportunity to bypass the regulatory and other
barriers that would otherwise render them
uncompetitive.  For the individual Member State,
this is an opportunity to attract financial service
providers from third countries who want to take
advantage of the opportunity to establish
themselves and market their products anywhere in
the EU.  Second, the single passport will also
reduce the cost of doing business.  It is in fact
estimated that the Action Plan would reduce the
cost of capital for 18 million businesses in the EU
and drive down the cost of financial services for
consumers.

Conclusion

Against this background it is not surprising that
studies on the effects of enlargement show that
growth rates would be higher under EU
membership than under any other scenario.  A
European Commission study shows, for example,
that during the first five years following
accession, growth rates in the acceding countries
would be between 1.7% and 3.2% above those
that would be achieved if these countries were to
proceed with current reforms without joining the
EU25.   A comparable finding also emerges for
Malta: the annual growth rate would be between
1.7% and 1.9% higher in the short-run than it
would be under the non-membership scenario.
The difference would be even larger in
subsequent years – Malta’s growth rates could
then be between 4.4% and 6.1% higher under EU
membership26.

Such findings and related considerations have led
governments, political parties, trade unions and
academics from twelve European countries, large
and small, islands and continental ones, to
conclude that membership of the EU is on balance
the best available response to the challenges
posed by globalization.  Those who perceive EU
membership as a unique opportunity are equally
aware that catching up with some of the most
economically and socially advanced countries on
earth is a major task for countries whose average
income is still only some 40 per cent of the EU
average.  This challenge can only be overcome if
the candidate countries seriously question the

25 “The Economic Impact of Enlargement”, Enlargement Papers No 4. Brussels: ”European Commission, Directorate
General for Economic and Financial Affairs, June 2001. http://europa.eu.int/economy_finance.  The report notes that
between 2005 and 2009 the average growth rate in 8 of the accession countries (the first wave of exceeding countries
excluding Malta and Cyprus) will be 2.9%, 4.6% and 6.1%, respectively under the baseline scenario, a central scenario
and an optimistic scenario.  In a similar vein, a recent report by the National Bank of Hungary concludes that the
adoption of the euro could boost economic growth in Hungary by between 0.6 to 0.9 percentage points annually for 20
years.  Most of the growth will come from increased international trade. See A. Csajbok and A. Csermely, “Adopting
the Euro in Hungary: expected costs, benefits and timing”, Occasional Paper 24, Hungary: National Bank of Hungary,
2002.

26  L. Briguglio  and G. Cordina,   “The economic effects associated with Malta’s membership in the EU”, in The Future of
the European Union: Unity in Diversity, ed., P. G. Xuereb, University of Malta, European Documentation and Research
Centre, Malta: PEG Ltd, 2002.
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way they have organized and managed their
economies in the past, and resolve to raise their
performance.  The magnitude of the task is not to
be underestimated because the necessary
changes are pervasive - affecting both
institutions and mindsets, policies and work
practices - and they also entail costs, financial
and otherwise.

There is clearly, however, also a widespread
conviction in the other candidate countries that
this would be change with a purpose.  Apart from
the highly desirable prospect of convergence with
EU income levels and living standards, a process
itself facilitated by EU financial and technical
assistance, the pay-off would include anchoring
the future prospects of each new member country
to those of an economic superpower, unfettered
access to a large and rich market with a single
currency, the adoption across the board of

international best practices and standards and,
not least, a place at the table where decisions are
taken which would affect these countries even as
non-members.

The dynamics of regional economic integration
are such that the choices available to our
policymakers will be inevitably conditioned
in future by the policies of an enlarged and
stronger EU.  It should, therefore, be clear that if it
is to prosper, Malta will have to seek an
accommodation with the EU.  The prevailing view
among countries on the periphery of the existing
EU-15 is that the prospective long-term benefits
of membership outweigh the costs.  That is
why they are anxious to become members.  Until
such time as an equally well-documented
argument is made which seriously questions this
view, the case for membership remains a
compelling one.
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NEWS NOTES

Central Bank Lowers Official Interest Rates

On December 20, 2002, the Central Bank cut the
central intervention rate and the discount rate by
25 basis points to 3.75%.

The decision was taken by the Governor,
Mr Michael C Bonello, in terms of the Central
Bank of Malta Act, at the end of the Monetary
Policy Advisory Council meeting held
that morning.  The Governor considered that
in the prevailing circumstances a 25 basis-point
reduction in official interest rates was compatible
with the maintenance of the exchange rate peg.
In fact,  the continued absence of downward
pressures on the peg was reflected in a
further increase in the Central Bank’s external
reserves.

Since the Council meeting of November 28,
moreover, domestic money market interest
rates had followed foreign short-term
interest rates on a downward path.   As official
interest rates abroad had also been lowered
during the same period, the latest reduction
brought official interest rates in Malta more in line
with those of the basket currencies.  The
persistence of high levels of liquidity in domestic
financial markets also supported the decision
to lower rates.

The Council’s analysis of the latest information
showed that, on the domestic economic front, little
had changed since the previous meeting.
Although output had recovered during 2002,
prospects for the Maltese economy going into
2003 would be influenced by the more pronounced
downside risks to global economic growth.
Despite the expansionary stance of fiscal policy,
therefore, domestic economic developments were
unlikely to generate sustained pressures in the
near term on inflation or the balance of payments
and, hence, on the external reserves and the
exchange rate.

Conversion of Banking Licence

On October 31 the Malta Financial Services
Authority (MFSA), as the Competent Authority in
terms of the Banking Act 1994, approved the
conversion of the offshore banking licence held
by Volksbank Malta Ltd into a licence to operate
as a credit institution.  This change in Volksbank’s
licence, which came into effect on November 1,
2002 means that the bank is now licensed to
conduct business with persons who are residents
of Malta as well as with non-residents.

Surrender of Banking Licence

On November 30 Tekstil Bankasi A.S. voluntarily
surrendered its licence, issued in terms of the
Banking Act 1994, to undertake the business of
banking from Malta.

Private Bond Issues

On July 15 Tumas Investments p.l.c. offered for
sale to the public Lm4 million worth of bonds, with
a coupon of 6.7%, maturing in 2010-2012 and
having a nominal value of Lm100. As the bonds,
which were issued at par, were oversubscribed, the
company exercised its over-allotment option and
increased the issue to Lm7 million.

On October 28 CareMalta Group, through its
subsidiary CareMalta Finance p.l.c., offered for
sale to the public Lm3.8 million worth of bonds
with a coupon of 6.5% maturing in 2008-2011. The
proceeds from the bond issue are to be used to
fund expansion by increasing the number of beds
in existing and future homes operated by
CareMalta, an elderly care organisation.

On December 9 Big Bon Group, through its
subsidiary Big Bon Finance p.l.c., offered for sale
to the public Lm2.5 million worth of bonds with a
coupon of 7% maturing in 2010-2012. The
proceeds from the bond issue are to be used to
refinance the acquisition and completion costs of
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the Alhambra Complex. As the bonds were
oversubscribed, the company exercised its over-
allotment option and increased the issue to Lm3
million.

Sale of Shares in Malta International Airport
p.l.c.

On July 27 Malta Mediterranean Link, a
consortium made up of VIE (Malta) Ltd, SNC-
Lavalin (Malta) Ltd and Airport Investments Ltd,
signed an agreement to purchase 27,060,000
Ordinary B shares, or a 40 per cent stake, in Malta
International Airport p.l.c. The agreement
involved the payment of Lm19 million to the
Government for the purchase of the equity and a
further Lm21 million payment in the form of
dividends and taxes on the signing of the deed of
purchase.

On November 14 the Government offered for sale
to the public 13,530,000 Ordinary A shares, with a
nominal value of Lm0.20 each, at an offer price of
Lm0.73 per share, in Malta International Airport.
At the same time, an application was made for
admission of the Ordinary A shares to the Malta
Stock Exchange Official List. Following this
offering, the Government of Malta’s holding in the
company was reduced to 40 per cent of the issued
share capital.

HSBC Bank Malta’s Subsidiaries Merge with
Parent Bank

On November 19 HSBC Bank Malta p.l.c.
announced that it had absorbed its subsidiaries,
HSBC Overseas Bank (Malta) Ltd and HSBC
Investment Holdings (Malta) Ltd, with effect from
November 2, 2002. These companies thus ceased
to exist as separate entities.

Malta’s Sovereign Credit Rating Reaffirmed

On November 28 Moody’s Investors Service
reaffirmed Malta’s A3/Prime-2 foreign currency
and local currency credit ratings. Moody’s
retained a negative outlook on Malta’s A3 ratings,
however. The agency said that Malta’s status as

a front runner to join the European Union in
the next enlargement was “an important
rating support, although domestic political
opposition casts doubt on the inevitability of
accession”.  It also said that constraints on the
rating included a lack of economic diversification,
the large public sector debt and the sizeable
structural deficits in the public finances and
external accounts.

Budget 2003

On November 25 the Minister of Finance
presented the Budget Estimates for the year 2003
to Parliament. The Budget included a number of
policy measures, among which:

· Cost of living increase: A weekly increase in
wages of Lm1.75 to compensate for the rise in
the cost of living during the year to September
2002.

· Cost of living index for pensioners: A cost of
living index for pensioners was introduced.
On the basis of this index, a weekly increase
of Lm1.27 was awarded to compensate for the
rise in pensioners’ cost of living during the
year to September 2002.

· Direct taxation: Income tax bands opened up
from three to five, resulting in reduced income
tax claims on both single taxpayers and
married couples. Farmers are to benefit from
an improved tax system.

· Indirect taxation: Excise duties on cigarettes
were increased. Electricity consumption and
cylinder gas to be subject to value added tax
(VAT) at 5% and 15% respectively, though
Enemalta Corporation would absorb the cost.
Stamp duty on immovable property to be used
as the purchaser’s sole ordinary residence
reduced from 5% to 3% while stamp duty on
immovable property transferred between
members of the same family would be
calculated on the cost of the property.
Reduced taxation on racing cars and vintage
cars, and vehicles that only run on electrically
driven systems and battery operated mopeds
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are to be exempt from registration tax.

· Liberalisation of exchange controls: Exchange
controls were further liberalised. Forthcoming
measures would be introduced in three phases:
January 2003, June 2003 and on EU accession.
The measures adopted as from January 1,
2003 include:

- Full liberalisation of purchase of foreign
currency for travel purposes.

- Full liberalisation of imports/exports of cash
being legal tender in Malta.

- Full liberalisation of purchase of foreign
currency for export by residents travelling to
make payments for merchandise imports.

- Increase in the amount of foreign currency
that can be exported as cash gifts or for family
subsistence purposes from Lm10,000 to
Lm20,000.

- Increase in the amount of annual exemption
relative to the surrender of foreign currency to
authorised dealers from Lm15,000 to Lm20,000.

- The allowance for foreign portfolio investment
by residents was raised from Lm50,000 per
annum to Lm100,000.

- Bodies corporate and local retail outlets
receiving foreign currency in cash from
business activities may retain up to Lm20,000
for use in such activities.

- Bodies corporate acting as commission agents
for foreign companies may receive foreign
currency payments from local customers as
long as they remit them within one month of
receipt.

- Local credit institutions may grant credit
facilities in Maltese lira for a period of six
months to non-residents carrying on business
in Malta.

- Residents may give credit to non-residents for
a minimum period of six months.

- Residents may borrow in foreign currency for
a minimum period of six months.

- Investment funds for residents denominated in
Maltese lira may invest up to 15 per cent of
their shareholders’ funds in foreign assets.

- Companies offering financial services to local
clients may maintain clients’ accounts with
foreign banks overseas.

- Enforcement of reporting obligation for
travellers carrying cash exceeding Lm5,000.

· Replacement of the Exchange Control Act:
The Exchange Control Act is to be replaced by
the Exchange Transactions Act, which would
provide the infrastructure for the total
liberalisation of capital controls and contain
measures to deal with balance of payments
crises.

Limit on Treasury Bill Issue Raised

On November 27 the House of Representatives
approved a Resolution raising the ceiling on the
amount of the Treasury bill issue from Lm200
million to Lm300 million.

IMF/World Bank Mission on FSAP visits Malta

Between October 15-25, an IMF/World Bank
Mission visited Malta to carry out an assessment
of the financial sector under a joint IMF/World
Bank Financial Sector Assessment Programme
(FSAP). The objective of the Programme is to
assist the Authorities in Malta in identifying
potential vulnerabilities in Malta’s financial
system that could have macroeconomic
consequences and measures to reduce such risks.
The mission also tried to identify appropriate
areas for further development of the financial
sector.

The mission held a number of meetings with the
Authorities and financial institutions and
operators. A preliminary report was submitted to
the Authorities in December. A follow-up mission
is scheduled to visit Malta at the end of January
2003, during which the draft report is expected to
be discussed and finalised.
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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 announced
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%  0.5777

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 interest
rates overseas had fallen.  The Council had also noted that domestic demand remained subdued, inflation
had declined, and pressures on the external reserves had eased. Nevertheless, the Bank says, the Council
was still concerned about the level of the Government’s borrowing requirement and emphasised the need
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 currency
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’s

FINANCIAL POLICY CALENDAR
This calendar lists policy measures in the monetary, fiscal and exchange rate fields.
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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 also
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 external
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 March
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
qualifications 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 a
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 amount
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 on
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 residential
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 all 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 a
number of policy measures. These include:

1)  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.

2)  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 the
Budget.

3)  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.

4) 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 Lm10,000 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 per
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 Lm10,000 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 not
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 endowments to bona fide foreign 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 that, as from 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 will
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
volume/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 market
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 code
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.

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.  Listed
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 to
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 a
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 Oil 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.

· Support Scheme for the Agriculture Sector: A support scheme for the agricultural sector is to be
introduced as levies on agricultural imports are lifted.
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· Social Security System Reform: Social 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 to
effect payment for merchandise.

· Quantitative restrictions on the amount that residents are permitted to invest in real estate overseas
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.

· 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.
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· 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 Scheme: Maltese 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.

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.

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 health.
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.

August 23: Currency Weights of Maltese Lira Basket Updated

The Monetary Authorities decide to revise the weights of the component currencies of the Maltese lira
basket so that these should reflect current trends and likely future developments in Malta’s external trade
more closely.   The revision leads to a larger weight being allocated to the euro and a smaller weight to the
US dollar and sterling.

As a result of the review, the new weights are as follows:

Euro – 70%
Pound Sterling – 20%
US Dollar – 10%

The new fixed currency portions that serve as the basis for deriving the daily exchange rate of the Maltese
lira are as follows:

Euro – 1.6937
Pound Sterling – 0.3084
US Dollar – 0.2341

September 10: Parliament Approves Amendments to Central Bank of Malta Act

Parliament approves Act XVII of 2002, which provides for the regulation of certain funds and amends
various financial laws and laws regulating financial institutions. Part IV of the Act provides for
amendments to the Central Bank of Malta Act. The amended Act makes price stability the primary objective
of the Central Bank and establishes at law the Bank’s independence, giving it greater operational flexibility.
At the same time, in view of the Bank’s total autonomy in the formulation and implementation of monetary
policy, the amended Act makes the Bank more publicly accountable.  It also brings into force the complete
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liberalisation of interest rates and clearly defines the Bank’s monetary policy function through the
introduction of procedures for decision-making. It also confers on the Central Bank certain powers that
were previously vested in the Minister of Finance, such as those relating to borrowing, lending and
investment transactions.

The part of the Act relating to the Central Bank of Malta had to come into force on October 1, 2002
following the issue of Legal Notice 277 on September 24, 2002.

September 18: Official Fixing of Interbank Rates Launched

The Central Bank of Malta launches the official fixing of interbank rates for the Maltese Lira. These rates
- referred to as MIBOR (Malta Interbank Offered Rate) and MIBID (Malta Interbank Bid Rate) - provide an
interest rate benchmark for both liquidity offered and bid for by credit institutions in the Maltese lira
money market on an unsecured basis. They also provide reference for the pricing of money market and
foreign exchange products. The interbank fixing is to be conducted in the overnight, one week, one month,
two month, three month, six month, nine month and twelve month tenors. MIBOR and MIBID are to be
fixed by the Central Bank every Wednesday and on the day following a change in the Central Bank’s
Central Intervention Rate and computed by the Bank on the basis of a simple average of all the interest
rates communicated to it during the fixing session.

November 25: Measures Introduced in the Budget for 2003

The Minister of Finance, in presenting the Budget Estimates for the year 2003 to Parliament, announces a
number of policy measures.  These include:

· Cost of living increase: A weekly increase in wages of Lm1.75 to compensate for the rise in the cost of
living during the year to September 2002.

· Cost of living index for pensioners: A cost of living index for pensioners is introduced. On the basis
of this index, a weekly increase of Lm1.27 is awarded to compensate for the rise in pensioners’ cost of
living during the year to September 2002.

· Direct taxation: Income tax bands are opened up from three to five, resulting in reduced income tax for
both single taxpayers and married couples. Farmers are to benefit from an improved tax system.

· Indirect taxation: Excise duties on cigarettes to be increased. Electricity consumption and cylinder gas
are to be subject to value added tax (VAT) at 5% and 15% respectively, though Enemalta Corporation
is to absorb the cost. Stamp duty on immovable property intended to be used as the purchaser’s sole
ordinary residence is to be reduced from 5% to 3% while stamp duty on immovable property
transferred between members of the same family is to be calculated on the basis of the cost of the
property.   Taxation on racing cars and vintage cars is reduced, and vehicles that run solely on
electrically driven systems and battery operated mopeds are to be exempt from registration tax.

· Liberalisation of exchange controls: Exchange controls are to be further liberalised.  Forthcoming
measures are to be introduced in three phases: the first with effect from January 2003, the second from
June 2003 and the third on EU accession. The measures to be adopted as from January 1, 2003 include:
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- Full liberalisation of purchase of foreign currency for travel purposes.

- Full liberalisation of imports/exports of cash being legal tender in Malta.

- Full liberalisation of purchase of foreign currency for export by residents travelling to make payments
for merchandise imports.

- Increase in the amount of foreign currency that can be exported as cash gifts or for family subsistence
purposes from Lm10,000 to Lm20,000.

- Increase in the amount of the annual exemption relative to the surrender of foreign currency to
authorised dealers from Lm15,000 to Lm20,000.

- The allowance for foreign portfolio investment by residents is raised from Lm50,000 per annum to
Lm100,000.

- Bodies corporate and local retail outlets receiving foreign currency in cash from business activities
may retain up to Lm20,000 for use in such activities.

- Bodies corporate acting as commission agents for foreign companies may receive foreign currency
payments from local customers as long as they remit them within one month of receipt.

- Local credit institutions allowed to grant credit facilities in Maltese lira for a period of six months to
non-residents carrying on business in Malta.

- Residents allowed to give credit to non-residents for a minimum period of six months.

- Residents allowed to borrow in foreign currency for a minimum period of six months.

- Investment funds for residents denominated in Maltese lira allowed to invest up to 15 per cent of their
shareholders’ funds in foreign assets.

- Companies offering financial services to local clients allowed to maintain clients’ accounts with foreign
banks overseas.

- Reporting obligation for travellers carrying cash exceeding Lm5,000 to be enforced.

· Replacement of the Exchange Control Act: The Exchange Control Act is to be replaced by an
Exchange Transactions Act. This would provide the infrastructure for the total liberalisation of capital
controls and for measures to deal with balance of payments crises.

November 27: Limit on Treasury Bill Issue Raised

The House of Representatives approves a Resolution raising the ceiling on the amount of the Treasury bill
issue from Lm200 million to Lm300 million.

December 20:  Central Bank Lowers Official Interest Rates

The Central Bank of Malta cuts the central intervention rate and the discount rate by 25 basis points to
3.75%. The decision is taken by the Governor, Mr Michael C Bonello, in terms of the Central Bank of Malta
Act, at the end of the Monetary Policy Advisory Council meeting held that morning.



Central Bank of Malta, Quarterly Review, December 2002 91

STATISTICAL TABLES





Central Bank of Malta, Quarterly Review, December 2002 93

�0/71 /?�01 ; H�������

�/5%/���� (!"�B�
�

�0)55%#0;�)#1 ?�	����%��
�����	����$��?�!�L��)�:��(*�

����������������������������������������?�!�L��%�	���,�(

�0?19/ %������������ /&�	���������	���	��2!++!����!3$���������	������	��	� !(�(
�
�0

������������������������������������������������������������.������/����� �'�*
�
�0

/&�	�����������	��������2!++�������!3 "���,��

��%?%0 %��6%#%5/? 6�7��	���
������		������	B����	�����2��������!3 ,��4

�%0F#F910� 6�7���	�������������		������	B����	�����2��������!3 )�:+�!+!

�� / 1� 10� 6�7���	�
��
����77��	�����&������
��%)�!'��&�	����2����3M '"4

5���������	������&�	������
�������6�7�2��������!3 "��!4

5����������&�	������
����������6�7�2��������!3 '�!4

5�������	������������� ��*+4

� 5������������	���������
����
���	&��������6�7�2��������!3� *'�*4

5�����������		������������
����������6�7�2��������!3� ,��4

%����������5����2.��������3
!

''��4

)������������	����2.��������3
!

"�+4

�7F7)?/ 1F#����  �����9���������
���	�����	��2��������!3 (+,�",!

�������9����� !+'�("(

��������������� !++���*

/��������������������	�������������������2��������!3

��������������!+ ��4

�������������'+� '"4

��������"��=����� !�4

/&�	������������	���
�	�����2!++�������!3 ��*4

����������	�B�
�

!��,+

�@%/? @ ?��������������������	�
�����9�����2��������!3 �"�!

������������������������������������������������������2��������!3 *��+

0	�
����	�
�	�������	�!������
���������2��������!3 !���'

0	�
����	�������	�������	�!������
���������2��������!3 ��"'

�����	����	�!������
���������2��������!3 (�!

�%�)0/ 1F#� 0������
��	������	�������	�����4�2!+++3 *�4

#����	������
������2!+++>����3 ((!

 ���
�	����	�!�������
�����2����3 +(

/
��������	����	����$�4�����!'���
����&��2����3 +�4

�?1H1#6�� /#�/5����� @�������&���������1�
���$�5��B��������!"�������	����2����3 (�

9�������
���������	�����������	�!������
���������29�	������3 ",�

7	�&��������	�&�
����������������	�!������
�������� ,+!

1���	���������	���	����	�!������
���������29�	������3 !,"

M�7	�&�������

��!
��&�����	
��������������	�6�)�	�������	�	��	����(�����6������	
�����2������6��!
��	�	6�7)48*

�:�
*9+��'�
�'+93�'
 
<�7
�3�"5*9��"3$
'"��9+
93�
��"3"*��
'�9��'���'

2��������
����������������������
�	�������
�����
3

!�?����	���	�����	&����#�������������������F������



Central Bank of Malta, Quarterly Review, December 200294

�������
*���&
���.�

/7��E��B�?�
�

E��B����H�����������

@�E0�E��B�9���������

?����	
�E��B�29����3����

@�E0�@����?�����29����3�E��B�?�
�

�������������
���.��/
������#�����

/B���B� /�

������B�9�����?�
�

%	����E��B�29����3�?�
�

��	���1���	���������9�	�
����E��B����

@�E0�F&�	�����E��B�29����3�?�
�
1�&���B	�
���1���	���������E��B�9�����?�
�
1I����E��B�?�
�

5����������9�����E��B����

���	B�����E��B�9��������

 �B�����E��B����/�

 �	B����6�	�����E��B����/�

H��B����B�9�����?�
�

+���
�)
=��.��/
������#�����
�#=������/
)��������
��)��������
��
���
�������
���.
�)
*����
)��
�����������


��������/
�#������$
��
��
'�����=��

00
�



Central Bank of Malta, Quarterly Review, December 2002 95

� �������������/��������
�?�������������$�

 �����!�!� ���0���	���E��B����9����� +"

 �����!��� �����������9�����E��B�� +*

 �����!�(� ���F�
�	�E��B����1������������ !��

 �����!�,� ���1���	���������E��B����1������������ !��

 �����!�'� E��B������	&������ !�,

 �����!�"� 9�����	��E������
�9�����	��/��	������ !�'

 �����!��� 9�����	��7������F��	�����������
��0���	���E��B����9���� !�"

 �����!�*� ������������
�/���E��B����1������������2/�����������F���	�
�����
� ���3� !��

 �����!�+� 0�		��������0�	��������� !�*

 �����!�!�� �����������������9�������0�		�����1����
���
�F������
���� !�+

 �����!�!!� ��������9�����E��B�?�<��
���� !!�

 �����!�!�� ��������9�����E��B�?�<��
�/������ !!!

� ?�������
�/
&������F������
�������9���������	$�

 �����!�!(� �����������9�����E��B !!�

 �����!�!,� ���F�
�	�E��B����1���������� !!,

 �����!�!'� ?�������
�/
&������F������
��������
��7	�&������
�7�����������	�����0�����	� !!"

� ?�������
�/
&���������������
������I����
�1���	����5����$�

 �����!�!"� �����������9�����E��B !!�

 �����!�!�� ���F�
�	�E��B����1���������� !!*

 �����!�!*� ����������9�	B���5���� !!+

 �����!�!+� #�����	�����/����������
��E��B����������� !��

%95�

�

-"6�53*�3�
��393��

 �������!� 6�&�	������5�&�������
�%����
���	�� !��

 ��������� 6�&�	������5�&��������9�J�	����	���� !�(

 �������(� 6�&�	������0�������%����
���	����� �������1�&�������� !�,

%95�
!�

%4�+��
����


 �����(�! 6	����6�&�	�������������
�6�&�	������6��	�����
������F������
��� !�'

 �����(���  	����	��E�����1����
���
�F������
���� !�"

 �����(�(� 9�����6�&�	����������B�� !��

 �����(�,� 9�����6�&�	����������B�����5��������� �	�����9���	���� !�*

 �����(�'� 6�&�	������%���	����?�������� �������0	�
���	 !�*

 �����(�"� 6�&�	������%���	����?��������0�		����� !�+

 �����(��� 6�&�	������%���	����?��������5��������� �	�����9���	���� !�+

%95�
(�

�>��539+
�593'9���"3'


 �����,�!� 9�������?�	��%��
�����5�����/�������9�J�	�0�		�������2%�
����7�	��
�5����3� !(�

 �����,��� 9�������?�	��%��
�����5�����/�������9�J�	�0�		�������2/&�	�������	��
��7�	��
3� !(!

 �����,�(� 9����C����	����� 	�
�� !(�

 �����,�,� ��	���������� 	�
���� �����%���	��� !((

 �����,�'� ��	���������� 	�
����1���	��� !(,

 �����,�"� ���������%���	������0����
������������� !('

 �����,��� 1���	������0����
������������� !("

%95�
	�

5�9+
��"3"*7
�3���9�"5'


 �����'�!� 6	����#��������7	�
����2E��0�����	�����%����
���	�����0�		����9�	B���7	����3� !(�

 �����'���  ��	����/		�&�������#����������� !(*

 �����'�(� ?����	�9�	B��� !(+

 �����'�,� #����	����/��	�&�
�0����	�����7	���	���/�������������E��7�	���� !,�

 �����'�'� ���������)�����6	����
���&���������7�	���������E�� ��� !,�

 �����'�"� 1���������5�����2E����!+,"L!��3 !,!

 �����'������� 5������7	����1�
���2E����!++'L!��3 !,�

!,(-�3�59+
*��:"�"+"-��9+
3"��'



%95�
��

*"3�7
93�
�93<�3-




Central Bank of Malta, Quarterly Review, December 200296

E��B�
� 6�&�	����� F�
�	  ����

!++� ((+�'!+�� !��!�(�� ,'��"��� +�"(!�� �!�*((�� �����"�� ,�'���� � !(!�*�'��

!++! (',�'!(�� !!��*+�� '��*"��� !,*�� �+��(��� *���'��� ,�'���� � !�'�*����

!++� ('��"!!�� ���+*��� �*�,+*�� '�"",�� �+������ !!(�**+�� ,�'���� � !,'�",*��

!++( (",��!(�� �,�"���� "��!�(�� ��,(��� (��(,+�� !�"�+'+�� ,�'���� � !"(��,���

!++, (�+��*��� �,��!(�� �(���'�� !���'�� '��(*,�� �((��(,�� ,!������ � !�*��+���

!++' ("��,,,�� ���''(�� *����"�� ���!+,�� �!�'���� !�!������ ,!������ � !*��!(,��

!++" (*���,"�� ���!'+�� �!�"���� ����*'�� !��'!"�� !�'�(�*�� ,!������ � !����((��

!++� (*,�"''�� �����+�� !���'!!�� �,�'�(�� !��+,!�� !('�+''�� ,!������ � !('��*���

!++* (+��+!!�� !+��!,�� !!'�!+'�� ,*�!**�� !(�("��� !�"��'!�� +(��'��� � ('��"'��

!+++ ,!*�,*'�� !+��!,�� !�,��*"�� +"�!**�� !��,�,�� �((�(+*�� *+��'��� � '*�'+���

���� ,�(�!**�� !*�'�,�� !,!������ '"�!"!�� !��(+(�� ����*�'�� *+��'��� � ,'�!*���


00� �������� ���������� ����������� ��������� ��������� ���������� ��������� ���������� ����������

���.������ ,!���,+�� !*�'�,�� !'!�+',�� (,�"�(�� +�''"�� !+"�!!(�� *+��'��� ��',* ,��'*'��

���������� ,!(�*"(�� !*�'�,�� !',�(�'�� "��+*��� +�"!��� ��"�+�,�� *+��'��� ,���, �+��,(��

���9�	���� ,!'��"��� !*�'�,�� !,��*���� "+�+�"�� *�"'��� ��!�'�(�� *+��'��� (��,! (��'+(��

���/�	���� ,�!��'��� !*�'�,�� !'��"�+�� '!�*�!�� +�"'!�� �!��!�!�� *+��'��� ��*�( �+���,��

���9����� ,�"���!�� !*�'�,�� !'��'(��� '(�''*�� !!���+�� ����!�(�� *+��'��� !�,*" (��!*���

���.������ ,�+������ !*�'�,�� !�+�(�'�� '!�+�*�� !��!,'�� !+!�,�+�� *+��'��� ��*"( (,��+'��

���.������ ,(,�(�(�� !*�'�,�� !,��*,!�� '��"���� !��'(��� ��*�++*�� *+��'��� !�!�� ("�!*'��

���/������ ,(��*�*�� !*�'�,�� !(!�,'��� "��,'(�� !��(*+�� �����+,�� *+��'��� !�+(� (*�,+"��

����������� ,�+�,�*�� !*�'�,�� !(*�,!��� "!�*'��� !(���"�� �!(�++'�� *+��'��� (�"+* ,(�*",��

���F������ ,('���"�� !*�'�,�� !!���"��� "���+!�� !��'"!�� !*+��!*�� *+��'��� ��!�" "��"+,��

���#�&���� ,(���*��� !*�'�,�� !����*,�� +(�+**�� !��!",�� �!!�,("�� *+��'��� !��(� ",��**��

���������� ,,!�*�+�� !*��*!�� !,"��*+�� "+��*��� ��",,�� ��(�'!(�� +'��"+�� � ,*�",+��


00
 �������� ���������� ����������� ��������� ��������� ���������� ��������� ���������� ����������

���.������ ,((��*"�� !*��*!�� !*,��(,�� "(������ ��!,��� �',�(*(�� +'��"+�� +�, ,��*(+��

���������� ,((�,!��� !*��*!�� !+"�'�+�� �!�!�,�� "������ ��,�(((�� +'��"+�� (�'!� (���,���

���9�	���� ,("�++'�� !*��*!�� !+!��''�� ""�"*(�� ��!(!�� �"'��"+�� +��!'��� (�,�� �*�"�,��

���/�	���� ,,!�''+�� !*��*!�� !+'������ ,���(!�� ����+�� �,(��!"�� +����*�� � �+�+*(��

���9����� ,,,�"(!�� !*��(��� �!!�!�'�� (��!!,�� ���(��� �'��+'!�� +!�++��� � (!��+,��

���.������ ,,+�**��� !*��(��� !++�!���� ((�'�(�� (��,*�� �("�(�,�� +'�'',�� � ('�+'*��

���.������ ,''�(,��� !*��(��� !*!�"*,�� ����(+�� ��'���� �'+�+,+�� +'�'+'�� !�+�' ('��'���

���/������ ,'(���+�� !*��(��� �('�*',�� (,�+!(�� ���+��� ��*�'",�� +'�''*�� � ('��,,��

����������� ,'"�,,*�� !*��(��� !+��"(,�� ���(!,�� ��!�,�� �*���'(�� ++�"!,�� !��'' (*�,!(��

�9�+�
���

'�9��*�3�
"�
9''��'
93�
+�9��+����'

��3�59+
�93<
"�
*9+�9
�

�������	���
���	��!���������

(��������	��	�������!���	�������
�
����
�KF�
�	�?����������K�

0���������
�

5���	&��

F�
�	�

?�����������
��

!��5�������������������
�����	����������	�!++*�	���������
����������
���	���������������
��0���	���E��B����9����C������������

�������������
���1����
�����������9�����E��B���F�
�	�E��B����1������������2�������������	�����3���
�1���	���������E��B����1������������2����	���

.����	��!++'3��/���	����������	����!���	��
��������������B���
��
���	���	�&����������������
����KF�
�	�?����������K��	��

���������
����KE��B�C���������K�

��	������

?�����������
(�

%�
����

7�	��


0�		�����

#�������
�

0����1����


19��5�����
�

?����������

��������



Central Bank of Malta, Quarterly Review, December 2002 97

�6��
�
�

�19��

5�����
�

/�����
(�

�0��&�	������

0�		������
,� � �����

!++� !��+�+��� ((�"!*��� (*��'����� ,���!�,��� !��+!(��� �����+��� !�,�+����� '"'�!�(���
!++! "�,("��� (��!�"��� (""�*����� ,!��,(,��� !��"(���� '*�!�!��� *��!(,��� ''+�(�"���
!++� +�!�!��� (���"!��� ,('�*'"��� ,�'��!*��� �!������� "��(�'��� **�"*���� ",���(����
!++( !���!'��� (��*����� ,+��('*��� '((�,����� ���+!���� !*������� *+�,(*��� ""(�*(����
!++, ��(!,��� (��*�+��� '���'�!��� "!��",,��� ���"('��� (+���!��� !�"�*�!��� *'"�(�!���
!++' (�'+"��� (,������� ,�!��+���� '�*�"+(��� �!�!�"��� "����*��� !,��(�"��� �(+�*'(���
!++" (�","��� ("�,�*��� ,"*�'�(��� '�*�'����� !+������� �,��*,��� !����('��� ��(�+""���
!++� !�(!!��� (*�+!���� '�!�(�+��� ',!�"����� !*�+**��� '+�!"(��� +���!"��� �!��,"+���
!++* "**��� ,��,�+��� '+*�*''��� "(+�+����� !+��*"��� �,�(����� (!�"�+��� �!,�++!���
!+++ �(���� ('�'!���� ��,��"'��� �,��(����� (,�+''��� "�!'(��� (��!!'��� *!*�',,���
���� ,'���� ("�+,���� "�"��'���� ",,�!,,��� ('������� +�!�*��� +*�+(���� �*��,�,���

00� ����������� ������������ ��������� ���������� ����������� ��������� ��������� ��������

�����.������� ,�"��� ("�+�*��� '+(�,!'��� "(���++��� ('������� !,�+�+��� *'�"*+��� �""�"!*���
������������� '�'��� (��('���� '**�*,!��� "�"��!���� ('������� !"�!',��� !�,�(*'��� �*��,�*���
�����9�	����� '�,��� (��,,'��� '+(�"'"��� "(!�"�'��� ('������� !��"�(��� +'�'�(��� �*����(���
�����/�	����� ,('��� (��,�"��� "���,(*��� ",��(����� ('������� +�*(���� **�!(���� ��(�,**���
�����9������ '((��� (*�(,���� "!,�('���� "'(���(��� ('�(����� ,!��"���� '+�+,'��� �*+�"�!���
�����.������� ,*+��� (*�!����� "�+��",��� ",��*'(��� ('�(����� (��'!���� ,'������� �"'�+(����
�����.������� '(!��� (��*�*��� "(���**��� "�'�,����� ('�(����� (��'����� ,"�+�,��� �**���+���
�����/������ '(,��� (��*(���� ",+�','��� "*��+!"��� ('�(����� !+��(+��� ,��"+"��� �*(���(���
������������� '""��� (��*!���� "',�!*���� "+��'",��� ('�(����� !!��*+��� '*�**(��� �+*�"�*���
�����F������� '����� (��*����� "*��+(!��� ��!��*!��� ('�(����� *���,��� (��',���� �+'��!*���
�����#�&���� ,"���� (*�!"���� �!��('���� �,*�+*"��� ('�(����� "�,����� �,�!+"��� *!,�+"����
������������� "�+��� (��*"(��� ��!�+("��� �"��,�*��� ('���*��� '���(��� �"��"���� *���(,����


00
 ����������� ������������ ��������� ���������� ����������� ��������� ��������� ��������

�����.������� "+���� (*�!�'��� �,(�*!*��� �*��"�!��� ('���*��� '���!��� ���!!���� *,��*(!���

������������� '+"��� (*��!*��� �"��(+"��� �++��!!��� ('���*��� ,��!'��� !*�(,���� *'��('!���

�����9�	����� "�!��� (*�!+!��� �,��"",��� �*"�,'"��� ('���*��� ,�'',��� !*�'����� *,,�'+"���

�����/�	����� "����� (��+"*��� �(��+"���� ��!�'(!��� ('���*��� ���*(��� !"���'��� *�'�"!*���

�����9������ "�"��� (��+'+��� �(,�,�,��� ��(���*��� ('���"��� !,�"�+��� !,�,"���� *(��!�,���

�����.������� ',(��� (��,++��� �,��",���� �*��"*,��� ('���"��� ,�++"��� !'��+���� *("���(���

�����.������� ,'+��� (��'!*��� ��'��"���� *!(��,,��� ('���"��� (�"'���� !,�(,"��� *""���(���

�����/������ ,"+��� (��"("��� �*+�',!��� *���",'��� ('���"��� ��+�!��� !'��((��� **��*�"���

������������� ,*!��� (��,'!��� *�(�+�*��� *,!�*"���� ('���"��� ��(,+��� !"������� *+"��!(���

�9�+�
���


'�9��*�3�
"�
9''��'
93�
+�9��+����'

��3�59+
�93<
"�
*9+�9
�

����	�

19��

0�		�����

�����	�������

9�����

6�&�	������

����	������

��
�

/
&������

�����
���
�

F�
�	�

/������

(��1����
���19��5���	&��7����������
�
��
����������5��

, H����
 ����	
��� �� �
� �	�&������ ���������� �������� �� ��������
 ���
 ���	 �� �
� #���� �� �
� /������� �� �
� 0���	��

E��B����9��������!���9���
	*

� �����

/�����>�

 �����

?�����������

����	��!������

%�
����

7�	��


%���	����5���	&���

!��5�������������������
�����	����������	�!++*�	���������
���������0���	���E��B����9�����������������������

���1����
����������������������
�	��	��������������



Central Bank of Malta, Quarterly Review, December 200298

�����
� ��&�����  ����  �����

!++� '���'"����� �'���(+����� ����(+���+������ ����"+,�(*'����� ""�!!������ �*�!!������ '*�(+!�����
!++! '(���,����� (�*��!'����� ����,!'�+'+����� ��������+,*����� +��!!!����� (,��,������ '+�'�'�����

!++� '��*'*����� ("'��������� ����,"(�"�(����� ����**"�'(!����� "���(������ (����+����� !'���+*�����
!++( '+�"!������ ,!'�*������� ����'����!!����� ����!�����"(������ !�'���'����� (+��*'����� !+��+�+�����

!++, ���("*����� ,"���+(����� ����",,�',"����� ����!�!�+��������� +'���'����� �+��+������ �����*������
!++' �+���'����� '!��'(*����� �����,��"!'����� ����!�((��(�*����� !+(�,������� *"��"*����� ����!�������

!++" *���,*����� '(*�!������� ����*�!�(!*����� ����!�,+"��,(����� ��+�'+������ +"��+������ (!+�+�������
!++� !!��,*"����� '�,�('������ ����+*��,+������ ����!�"���(('����� ��"�*�"����� !!��"+,����� ((+��"'�����

!++* !,'�+�(����� '*!�*�'����� ����!�!����,������ ����!�*�+�***����� (�'�'������� !!'��'*����� (+'�+!+�����
!+++ !**�,"������ "(��"�'����� ����!��!��*'*����� �������(*�++(����� ('"�(*,����� !�"�*�+����� ,"+�+�,�����

���� !+����"����� "�(��������� ����!��+"��(!����� ������!!��"",����� ,�,�"�+����� !'*�'�(����� '""�"",�����


00� ��������� ����������� ���������� ����������� ����������� �������� ��������

.���� ��'�""'����� "�,�*+(����� ����!�(�!�*(������ ������!'��(+'����� ,���*�'����� !����(+����� "���+**�����
����� �!!�!+������ "�+��'������ ����!�(,��*������� ������!*!�(!������ ,�,�(������� !�"��!,����� ����!�������

9�	�� �!��'*(����� "!+�(!"����� ����!�(,(���"����� ������!�,�+�'����� ,!��!(������ !�"��!,����� "+���''�����
/�	�� ��+�"�(����� "(,�(""����� ����!�(*��"������� ��������"�"!!����� ,���+�*����� !�"��!,����� ����(,,�����

9�� �!"��'!����� "(���"(����� ����!�(+,���"����� �������,��(�!����� (*"���"����� !����(+����� ��!�,'������
.���� ��+�,("����� "(+���"����� ����!�("*�"�"����� �������!���"*����� (*��'"+����� !����,������ "+!�!"������

.���� ��*�!+������ "("��+'����� ����!�(�+��,"����� �������,,��(*����� (*��''+����� !����,������ "+*�++"�����
/���� �!,�('!����� "'����,����� ����!�(*+��+!����� �������'(�","����� (+,��"(����� !����,������ �,��("������

������ �!��''+����� "(+�'�'����� ����!�(+���"*����� �������,+�!(������ '*,��+!����� !"+�!*"����� "!(�!"!�����
F���� ��"��+������ "',�"(!����� ����!�,����('����� �������*���"(����� ''!�'!������ !+!��,,����� '",�'!*�����

#�&�� �!����(����� ","�"!������ ����!�,(+�!(������ �������+���"'����� '+*�,,,����� !+!��,'����� '(����*�����
���� �!��*������� ""��(�!����� ����!�,(��((*����� ������(!��'!"����� "���+"(����� !+��+!'����� '""�!+(�����


00
 ��������� ����������� ���������� ����������� ����������� �������� ��������
.���� ����'++����� "����"������ ����!�,'"��,'����� ������(("�!!!����� "�+��'"����� !+����+����� ''��+*(�����

����� �!,�!*������ "�"�!(+����� ����!�,*!�+(������ ������(����'!����� "�����,����� !+����+����� ',��'�������
9�	�� ����(+'����� "�+�(!'����� ����!�'���(�'����� ������,����('����� ''!�!""����� !+����+����� ',��+!+�����

/�	�� �!!�+"!����� "*,�'������� ����!�'!'��!!����� ������,!��!+,����� '(��*�,����� !+����+����� ''��,�+�����
9�� �!"�(�'����� "�'�!",����� ����!�'(+�,+,����� ������,(��+*(����� ',��!������� !+����+����� '"*��""�����

.���� ����((������ "�(�(+(����� ����!�'',�+*������ ������,'���!������ ''!��������� !+����+����� ',+�"�*�����

.���� ����(!*����� "�+�"�*����� ����!�'�,�!�+����� ������,*!�!�'����� '�"�('(����� !+����+����� '���'"������

/���� ��+�!*"����� "*'���'����� ����!�'+��'*'����� ������'!!�++"����� '�(�(*!����� !++�'�+����� '���'�,�����
������ �(*��*������ "+���������� ����!�"!���*,����� ������',"���*����� "���"(+����� !++�'�+����� '�!�*�,�����

� 1����
�� 9���� 6�&�	����� ��
 �	�&��� �����	 
������� ��� �����
�� 
������� ��������� �� ����	���
���� 2�
��� �	� ���������
 ��

��	����������������3�������
�
���������	�������
����������	�
���������
	����������������B��2���������������
���	�������������������3�

( /� �	�� ��������	 !++�� �
� ���B �� ��	���� ����������� ��������� �� � ������� 9���� E��B ��� �	�����		�
 �� ��� ����
�	� ���B

�����
��	��

��	�����

?�����������
(

0���������
�

5���	&��

F�
�	�

?�����������
(�

���������
��

%�
����

��	��


!��1����
���@�E0�@����?�����29����3�E��B�?�
�����	���.����	�����!�

����������������������	��!������

�9�+�
��



'�9��*�3�
"�
9''��'
93�
+�9��+����'

��%"'��
*"3�7
�93<'

�

�������	���



Central Bank of Malta, Quarterly Review, December 2002 99

�%�
����

7�	��
�

0��
���
�

������������
�

0���	���E��B�
�

���	�����

/������

?�����?��
����

��
�E�����

���������


?�����

1�&��������

�����
���
�F�
�	��

/������
�

� �����/�����>�

 �����?�����������

!++� '*�(,+����� !+���*������ ,'*��,"����� !����*,����� (��((,����� *,����������

!++! "���+������ �,"�,++����� ,*��,+'����� !,���'������ �"�*,������ +"(�"*!�����

!++� +(�*!"����� ((��!!!����� '(+�,�'����� !,���,*����� (��,**����� !�!,��*"*�����

!++( *(��'������ (�*�'+*����� "���"('����� �!����+����� ('�,'������ !�((���!+�����

!++, !+,�'�!����� ,!��,!!����� ����(''����� �!��',������ ,"�','����� !�'�"�('������

!++' !���"(*����� ''��(''����� +(*�,�"����� �(,�(�+����� ,+�+"������ !�**���(*�����

!++" +"��������� '**�'�!����� !���+�''������ �"(�!+,����� !!,��("����� ��!,��((������

!++� !�'�!*(����� '(,��'"����� !���'�(,+����� ("'�(((����� !���+�+����� ��('!�"�������

!++* !,��!������� '�'��������� !�(�,�"�+����� ,���*'(����� !�*�*"!����� ��","�'+������

!+++ !"+�+�+����� "!'�!�+����� !�,",�("'����� '�,�!+*����� !"*�'�+����� ��++��!!������

���� !'���(+����� ��+�"!,����� !�"�*���(����� "�!�,������� !'���������� (��,��'(������


00�

.���� !"��""'����� �,!�,�*����� !��((�(',����� "���"*+����� !"'��+!����� (�,!����������

����� !�"�!,,����� �'!�*,������ !��(+�+!!����� "(,�((������ !"���("����� (�,",�,"*�����

9�	�� !'��"������� �,+�!*(����� !��+(��������� "(,�"!(����� !�,�'!"����� (�,'+��!!�����

/�	�� !�!�"'������ �"'�"!!����� !�*�(�'*+����� "!,�'"������ !((�!*(����� (�'�*�'+������

9�� !���"!������ �'*�"+'����� !�*!'�+,������ '++�("������ !'(���(����� (�'�,�*(������

.���� !,'�,(������ �(��(*������ !�*!'��+������ "���'*'����� !"!�"'������ (�,"��*,,�����

.���� !"��'(������ �!+�*'(����� !�*!!�!''����� ",!�!'+����� !"��+(,����� (�'���"((�����

/���� !'���(!����� ��+��������� !�*�"��!(����� ",*�"'!����� !*!�"++����� (�'���*!������

������ !'+��"!����� ��"�'+(����� !�*''�+!������ "",�*�'����� !'*�,�+����� (�"!'�'�������

F���� !,"�*'������ �,'�+''����� !�*'��'(*����� "+'�'"������ !,*�+�*����� (�'+,�*('�����

#�&�� !(,�,,'����� ����*!������ !�*'��+*,����� ��+�!"*����� !''��"������ (�"�,�,*������

���� !*��(!������ �+!�*,,����� !�*""�,,������ ""(���"����� !"*�+*'����� (�"���'*������


00
 ��������������� ������������� ������������ ������������ ����������� ���������

.���� ��,��*������ ��'�!�"����� !�*'��++'����� "�*�!("����� !*'��"������ (�����(�+�����

����� �!"��++����� �*(��,������ !�*'!��'*����� "*"�+(������ !*��(''����� (��!��,+!�����

9�	�� ��*��"������ ��+�*"+����� !�*�'�'������� "*��('������ !'!�"(*����� (���(�!,+�����

/�	�� �!��(+(����� �*��*"������ !�*"��,������� "���*"*����� !'(�+('����� (�"+��,'"�����

9�� ��+�,+������ *�,��+������ !�*"+��,(����� "*��'!(����� !'+�*'������ (��,(�!+������

.���� �!+�!�+����� *���'�'����� !�*'*�'",����� "+��!*"����� !*��*!!����� (��,+�!+,�����

.���� ��(���(����� *'+�!�+����� !�*�,�("������ "+,�"�(����� !+(��'(����� (�*�'��,������

/���� �''�"*������ *"*���'����� !�*"'�(�!����� "�"�+!*����� !+!�(,+����� (�*'��,*������

������ �,��'�'����� +(���!'����� !�*+��*'"����� "*+�',(����� !'(�*(������ (�+!*�*�������

��/���	����������	����!���	��
��������������B���
��
���	���	�&����������������
����K����
���
���
�	�/�����K��	�����������
�

���K�0��
���
�������������
�0���	���E��B�K

!�1����
���@�E0�@����?�����29����3�E��B�?�
�����	���.����	�����!�

�9�+�
��



'�9��*�3�
"�
9''��'
93�
+�9��+����'

��%"'��
*"3�7
�93<'

�

����	�
���������������������	��!������



Central Bank of Malta, Quarterly Review, December 2002100

��&�����  ���  �����

!++� (�"'*������ '�,,������� +�!�������� ��*!�'*����� *"�++*������ !(�*!,������ +��!�������
!++! � � � ��*(�,('���� "��!"������� !���'������� �(�,"*������

!++� � � � !�����*���� **�+�*������ !*�,'������� �'�!�*������
!++( � � � !+*��!'���� !�"�(�!������ !+�*,������� ����"�������

!++, � � � !(,�*,!���� !�!�*,'������ ����'!������ "'�+'"������
!++' � � � � ���,�+������ !'�!*,������ "(�'*'������

!++" � � � � �'�"!"������ !"���'������ ",�!�!������
!++� � � � � "��+�,������ �!�,!,������ "(�(��������

!++* � � � � �,�"�������� ���*,"������ "*�(�+������
!+++ � � � ��!+* "��(+������� ���'"*������ ���',�������


000

.���� � � � ��!+* "���!!������ �'�!�������� "*�(��������

����� � � � ��!+* "��(*������� �'�!�������� "*�'+!������
9�	�� � � � ��!+* "��'�(������ �'�!�������� ���,',������

/�	�� � � � ��!+* "!�,!,������ �'�!�������� "*�(�,������
9��� � � � ��!+* "���'������� �'�!�������� "*�,�!������

.���� � � � ��!+* "'��!"������ �'�!�������� "*����������

.���� � � � ��!+* "'�!�!������ �'�!�������� "*�,'�������
/���� � � � ��!+* "'�'�������� �'�!�������� "+�'*,������

������ � � � ��!+* "��'*!������ �'�!�������� ����'�������
F���� � � � � ,*���+������ !*�+!*������ �!�++�������

#�&�� � � � � '���!,������ !*�+!*������ �!�''�������
���� � � � � '��,(!������ ����!������� "+��!*������

�9�+�
��!

'�9��*�3�
"�
9''��'
93�
+�9��+����'

"�:�5
�93<�3-
�3'���4��"3'

�

�������	����

������������������	��!������

�%�
����

7�	��
�

� %����
�� 
������� ��������� �� ����	���
�����  
� �����	 �	� ���������
 �� ��	���� ������������ /� �	�� .����	� �++!� 
�������

�������������	���
�����
�&����������������
���
�	�KF�
�	�1�����2#��3K�
( 1� /�	�� !++!� � ����� ��������� ����������� �����
 ?�"� ������� ��	�
 �� ���
�� ���
 �
� �	����
� ����� �������
 �� 	����

�	�
��� �
��
 �� 
�
 �	�&������ 	����&�
 �	�� ������� 9���� E��B��  
��� ����	����� 
�&� ���� ���������
 ��
�	 KF�
�	 1����

2#��3K�

���������
��

���	�����

?�����������

0	�
�����	���

��������

9�����

E��B�
(�

0���������
�

5���	&��

F�
�	�1�����

2#��3
(�

!�� 
��� ���������
����������
�����	���.����	�����!�



Central Bank of Malta, Quarterly Review, December 2002 101

�6�&�	������

��������

9�����

E��B�
��

7	�&������
�

7�	��������

�����	��

� �����

!++� ",����� *+���!���� '��''���� ������� !�,�'(+���� !!���+"���� ������+����
!++! ����� +*��++���� ������������ "���� !(*��!����� !(*��!"���� �("�(������

!++� ����� !!"�,'����� ������������� �+��'+���� !",���(���� �,(��"����� ('+��+�����
!++( ����� !!*�"�(���� ������������ +"�������� !*!��'"���� ��*�'�*���� (+��!(*����

!++, !���� '�������� ������������ !(,�*(,���� ��(�,*"���� ((*�(������ (,(�(+(����
!++' !,����� (�*�"���� !,����� ��������� !,���,����� !,��!*����� !'!�!+*����

!++" "'���� (��+����� !,����� (���+���� !,+�,�+���� !'��'*����� !''�+,�����
!++� +,���� ���,����� *,����� ��,*����� !,��!������ !,'�,++���� !'��",�����

!++* (�!���� ���(����� '��+,���� ��(!����� !'��(!(���� !'*�,�,���� !"'���'����
!+++ ("*���� "�','���� ,�'''���� (��!(���� !(+��!����� !,"��*'���� !'(�"+*����


000

.���� (,+���� "�,(����� ,�'''���� (���'���� !(+�,�'���� !,���''���� !'(�*("����

����� (������ "�,,+���� ,�'''���� (���+���� !(+�+,+���� !,��'((���� !',��*+����
9�	�� (!����� "�(�,���� ,�'''���� (�!������ !,(�++����� !'!�"',���� !'*��+'����

/�	�� (�'���� "�(������ !�*"(���� ��+'����� !,(�'*+���� !,*�,�,���� !''��("����
9�� (�(���� "�,�'���� !�*�!���� ��+'*���� !,,��!,���� !,+��,(���� !''�*,!����

.���� (�"���� "�'"!���� !�*�!���� (���,���� !,��,������ !'��(,����� !'+��(,����

.���� ((����� "�'(,���� !�*�+���� (��',���� !,���+����� !'����'���� !'*�*+!����

/���� �+����� "�'������ ���*"���� (�!(����� !,*�,'����� !'(�"*����� !"��,�+����
������ (�(���� "�"�*���� ���+!���� (�!'+���� !'���+����� !'*��,����� !",�+'!����

F���� (!,���� "�,'+���� ��,�!���� ��+'*���� !���,+����� !(��+�!���� !(+�"+,����
#�&�� (������ "�"+����� ��,*����� (��,,���� !�*�!""���� !((�"+����� !,��"*,����

���� (!����� "�*('���� ���*����� (��!����� !�+�,!����� !(,��!,���� !,!�*"!����

�����������������������	��!������

�9�+�
��!

'�9��*�3�
"�
9''��'
93�
+�9��+����'

"�:�5
�93<�3-
�3'���4��"3'

�

����	�

� �����/�����>�

 �����

?�����������

����	�����������	�!++���������������	�!++,�������
���
���������������
�	�������
��	��������
����������9�����E��B��
��
����
�

�
��	���	�����������������

%�
����

7�	��
�

�0��
���
�

������������
�

0���	���E��B�

���	�����

/������

�0���������

!�� 
��� ���������
����������
�����	���.����	�����!�



Central Bank of Malta, Quarterly Review, December 2002102

�����
� ��&�����  ����  �����

!++' !�"������ (�'!(���� ,�"!,���� +��(,���� (""�*�(�� �"�"'+�� ,�'(����� ,����,"��

!++" !�(�!���� ,���+���� ���,"���� !���'"���� "!"�*,��� ((��'"�� '���'���� ""*�(�+��

!++� ���"*���� '��'����� ���*����� !,�+�'���� +'��!*"�� "(�+!��� !��**!���� !��,!�**,��

!++* ��*""���� ���!����� !!��+����� �!�*������ !�"+��*(��� !"!�*""�� !��(*����� !�*+!�+'���

!+++ ,�������� !����(���� ���+(���� �!�(�(���� ��,"��"�+�� !**��,��� ,��,!*���� ���!!�!!���

���� ,��!'���� !��,�(���� !'��(����� (��(,*���� ��*���'���� !+,��!(�� '+��""���� (�!�"�!,"��


00�

.���� ,�!�*���� !��*,*���� !'�"�*���� (����,���� ��!!*�+�!�� ������"�� �(�!,+���� ��,�!��*!��

����� ,�!*����� !!���!���� !"�!�"���� (!�'�+���� ��!,+������ ����,�!�� �'(�!*+���� ��(''��*,��

9�	�� ,�'������ !!��*+���� !��!�"���� (��+,����� ��(�"�*(*�� !++��"'�� �(��!�,���� ��'�"��,���

/�	�� '�,"*���� !(��(!���� !'�(*����� (,���+���� ���*���+��� �,,�+�+�� �",�(''���� ���+'�,,'��

9�� ,�+������ !��,',���� !'��*,���� ((�!(*���� ��!',�,���� �,(��,(�� *�(+*���� ��,(+���"��

.���� '�,*,���� !!��!,���� !"���"���� ((�,�'���� ����!�,+(�� �'��("(�� "�"+"���� ��(!!�+'���

.���� '�!"+���� !!�!,,���� !"��+"���� (��,�+���� !�*"'�'**�� �'!�(',�� +�,*,���� ��!'*�*('��

/���� '�(������ !���!����� !���,'���� ((�(('���� !�*�'�**+�� �'(�,!��� !'��'*���� ��!�*�(+!��

������ '�,""���� !!�!('���� !"��'����� (��"'*���� !�"*��!�(�� �,'�!!,�� !�('!���� !�+"!��+"��

F���� '���"���� !��+',���� !"�("����� (��(,����� !�*�!�+���� �,'�!'"�� '���+���� ��!�,�"**��

#�&�� '�,*"���� !��((+���� !"��("���� (!�*"!���� !�*(,�(!,�� �'������� !+�(""���� ��!('��,���

����� '�,�"���� !!��'+���� !"�!'(���� (��*(*���� ��(,*�*!'�� �'"���+�� !����� ��"(*�,����


00
 �������� �������� ����������� ������������ ����������� ������������� ��������� ���������

.���� ,���(���� !���(*���� !'�*(����� (����!���� ��!'���,(�� �(,��!��� (!�������� ��,,+�,+"��

����� '�+�"���� !,�!,(���� !'��'����� ('�(�"���� ���+������� �(��"+'�� �*�"������ ��(+(��!���

9�	�� "�!+����� !(�***���� !'��+����� ('�!�'���� ����*�'�'�� �('�(���� (,���*���� ��'*(��*'��

/�	�� "���+���� !!�*'"���� !��,������ ('�'(����� ����+�+**�� �("�,(,�� (���!+���� ��'*+�"�*��

9�� "���*���� !��������� !"�"++���� ("�!+����� ��(,'������ �(*��"*�� (+�+������ ��""����'��

.���� ��"'(���� !'��*'���� !*��*,���� ,!�'�!���� ��(!+��,,�� �,����'�� (��(�+���� ��"(!�!����

.���� ,�,*!���� !��*!!���� !*�*(+���� ,!�!(!���� ��(�,���!�� �(+���(�� ,,���*���� ��"++�!((��

/���� ��,�,���� !��!!!���� !+�+,+���� ,,�,*,���� ��,"*�!"��� �(+��(+�� ,"��",���� ���+���,���

������ "�,(����� !��!+'���� !+�"�(���� ,(��(����� ��,'���+'�� �(+������ ,'�((����� ����*�("+��

�%�
����

7�	��
�

�F�
�	�

?������������

 �����

?�������������

�9�+�
��(

'�9��*�3�
"�
9''��'
93�
+�9��+����'
�3��539��"39+
�93<�3-
�3'���4��"3'

�������	���

�5���
������������� ���	�����

?�����������

0���������
�

5���	&��

�����������	��!��������



Central Bank of Malta, Quarterly Review, December 2002 103

%�
����

7�	��


�0��
���
�

������������
�

0���	���E��B�

���	�����/������

?�����?��
����

��
�E�����

���������


?�����

1�&��������

�����
���
�

F�
�	�/������
� �����/�������

!++' �!��������� �,!�!�!����� !'��������� !"!�+(!����� (�*�'�������� ,����,"�����

!++" +(��������� ,"��+������� (��������� �����+*����� ,�,�'�������� ""*�(�+�����

!++� *"��������� *!��+,+����� '+*�������� �!����!����� '��,+�������� !��,!�**,�����

!++* !��("�������� !�"'��"++����� ++"�������� �(!��+������ '���+�������� !�*+!�+'������

!+++ !�*+��������� ��,(,�'+,����� "�!('�������� �"��,'*����� *��(��������� ���!!�!!������

���� ����*�������� ��*!+���!����� "�!�*�������� �"��""(����� !!��'"�������� (�!�"�!,"�����


00�

.���� ��!"+�������� ��!!,�!!'����� '���"�������� �"*�'������� !!�!+*�������� ��,�!��*!�����

����� !�**��������� ���'+��+������ "�*!+�������� ��"�(,������ !��+,��������� ��(''��*,�����

9�	� ��(*��������� ���*!��*'����� ����(�������� ��(��!������ !!�*"��������� ��'�"��,������

/�	�� ��!+,�������� !�++(�!,(����� *��(!�������� ��+�++!����� !!�**"�������� ���+'�,,'�����

9�� ��(���������� ��!�+�!"������ ��+*(�������� �*"�*�,����� !��"*'�������� ��,(+���"�����

.���� ��!�(�������� ����"�*������� ���"!�������� ��*�(,*����� !��("*�������� ��(!!�+'������

.���� ��("��������� !�*,��"�+����� "�"''�������� �*,�*,*����� !��("��������� ��!'*�*('�����

/���� "���,�������� !��'*�'������� "�((,�������� (�'�'("����� !!���"�������� ��!�*�(+!�����

������ !�,"+�������� !��+��*("����� ������������� !,!�",!����� !(�(,*�������� !�+"!��+"�����

F���� '�,((�������� !�+,,�(,������ '�+*��������� !(*�'(!����� !��,���������� ��!�,�"**�����

#�&�� !�,"(�������� !�+�'�*(������ "�!���������� !(*�,������� !(�+�,�������� ��!('��,������

����� !�(''�������� ��,*!��'(����� '�*''�������� !(��!"!����� !��+�"�������� ��"(*�,�������


00
 ������������ ������������ ������������� ��������������� ������������ ������������

.���� !�,"��������� ���*��""!����� "�+"��������� !,"�*�+����� !!�'+��������� ��,,+�,+"�����

����� !�(*!�������� ����,��,'����� '�"**�������� !'(���"����� *�*�!�������� ��(+(��!������

9�	� !�(',�������� ��,!��',+����� "�'�(�������� !',�"',����� *���'�������� ��'*(��*'�����

/�	�� !�(�+�������� ��,!+�!�,����� "�*"+�������� !'(�'�"����� *��*!�������� ��'*+�"�*�����

9�� !�(*"�������� ��,+!��'������ "�*���������� !'(��*(����� ��''(�������� ��""����'�����

.���� !���(�������� ��,'+�"(*����� '�++��������� !'"��(������ ��,''�������� ��"(!�!�������

.���� !�,�!�������� ��'�(�+�'����� "���,�������� !"��*+(����� "�*"��������� ��"++�!((�����

/���� !��*,�������� ��"!"�,'(����� '�*"!�������� !"����(����� "�+,'�������� ���+���,������

������ !�'!��������� ��'+'��"*����� '�+�'�������� !"*��'!����� "�+((�������� ����*�("+�����

�9�+�
��(

'�9��*�3�
"�
9''��'
93�
+�9��+����'
�3��539��"39+
�93<�3-
�3'���4��"3'

����	�

���	��!�����



Central Bank of Malta, Quarterly Review, December 2002104

�#���0������

���

6�&�	��������

0���������

7	�&����G�

7�	��������

�����	��(

�� �����

0���	���

E��B����

9����

/���E��B����

1�����������
 �����

!++� +!�!����� ,*"�*,!� '�*��!*� ,,,��"(��� !(+�*"���� '*,�"�(� (*,�,(*� "'����(�� !���+*�� !�!"��",!�

!++! !!+�'('��� '�"�*,"� "+"�(*!� ,�"�**'��� !"+��'���� '+'�+(�� ,�"�"*+� ��"��,'�� !,'�"(,� !��+��(!*�

!++� !�!�'+!��� "(*���*� �'+�""+� ,+���(���� !+*��'+��� "+��+*+� ,�*�''!� *(���(!�� ��"�(,'� !�,'��"'*�

!++( !(��(�+��� ����"*�� *'*���+� ',+�,+'��� !*��"",��� �(��!'+� ,�'��"(� +,!�"'*�� �!+��+�� !�'+'�!"*�

!++, !'��"(���� *!"�'*"� +"���!*� "+��,(,��� !*��!�"��� *���',�� ,"(�',�� !�!�"���!�� ��*�((!� !�*,,��'*�

!++' !�+�*+"��� !��,,�*"'� !���,��"!� '*�������� �,��!����� *���*��� ,("��"�� !��',�"('�� ('"�!�(� ���,��'"*�

!++" �(+��*,��� !�!+��,*'� !�,�+�'"+� '',�!!+��� ��*�((!��� �"��,'�� ,',��*+� !�,!,��!'�� (�(��!'� ��!+���!+�

!++� (�!�,"+��� !�(�(��'+� !�",,���*� '"!�""*��� !*���"���� �,,�,�*� ,�+�*++� !�'"���+!�� (,��!""� ��(*+�!'"�

!++* (''�++"��� !�,'+�*!'� !�*!'�*!!� "(+�++!��� �(*�,,���� *�*�,(*� '�(�"�*� !�"+*�+'+�� ,�!�""�� ��"+,��,+�

!+++ ('*��+,��� !�"(��*""� !�++��+"�� �,��((+��� ��*�*('��� +"+�!�,� '*!�!,*� !�*"��"'(�� '!*�((,� ��+"��!(,�

���� ,!!�*!���� !�����,(�� ��!*,��,�� ",��'�*��� ((����!��� +�����+� '+,�""�� !�+,,���!�� "!"�!,�� (�!''���!�


00� ��������� ������������ ��������� ��������� ������������ ��������� ��������� ��������� ��������� ����������

.���� ,(+�,�"��� !��"'�'��� ����,�+�*� "�*��'!��� (�*�*(���� +'���**� "�"�'!!� !�+",�*�,�� '+��"*�� (�!"���!'�

����� ,,!��+*��� !���,�,'(� ���!'�''!� "���,,(��� �'��(,(��� *�+��*"� "���+�,� !�+**�!�!�� ,++�((�� (��+'�((��

9�	�� ,('�(�'��� !�*�"�!��� ���"!�,+"� "�*�'*,��� �("��+(��� *",�*��� "!!��!*� !�+*���"��� '(,�'+(� (�!�"�(�(�

/�	� ,,��''"��� !�*�*�"*"� ����!��,�� "(��,+"��� ��'��(,��� +!��'(!� "!"�((!� ���('�'�*�� '(!�*",� (�!*(���(�

9�� ,'"�*!,��� !�*!"�*,�� ����(�"'"� "'!��(���� (,��,�'��� +++�!,�� "���"�,� ���,����*�� "���+,'� (������+*�

.���� ,"��*����� !�*!'�'�'� ����*�(�'� ",,�++���� (,��!+'��� +*'�!*"� "�"�,*'� ����'�+('�� "!!��+�� (��"(�'!��

.���� ,*+�!,*��� !�*�+���!� ���+*�("+� "�,�(����� (!+�(!"��� ++(�",(� ","�++!� ���(������� "!��(!'� (��+���!(�

/���� ,�"���+��� !��++�'++� ����'�"��� "*'�+*,��� ((���+!��� !���(���'� "(!�!,"� ���'"�(�(�� "!!��(,� (��+*���(�

������ ,*��+����� !�*,+�!*!� ��((���**� "**�*""��� (�*�!"'��� ++���(!� ",��',�� ���,"�+'��� ",!�"!"� (�(�+�!���

F���� '�,�*����� !�*,+�!+�� ��('(�++,� �!+�!�'��� (!"�*!���� !��('�+*'� ",���!�� ������"�(�� ""'��+,� (�(*+�+�+�

#�&�� ,+(���!��� !�*,��",,� ��(('�*""� �,��+'"��� (!'�*+!��� !��"(�*,�� "(���*,� ��!�!�(�*�� ""*�!��� (�(++��!��

���� ,�'�!�+��� !�*'(�!+,� ��(�*�(�(� �"��,�*��� (�(�!!+��� !��*(�',"� "('�,*�� ��!!��,",�� "'*�*+*� (�,!!�*'��


00
 ��������� ������������ ��������� ��������� ��������� ��������� ��������� ��������� ��������� ����������

.���� ,+'���+��� !�*,"��!*� ��(,!�+,�� �*!�",���� �+���"*��� !���+�,!'� "�(�(+(� ��!,"�+!*�� "'!��'�� (�,�!�("��

����� ,+'�('���� !�*,!�,!(� ��(("��",� �+'���!��� (!���!(��� !�!�'��!,� "(!�*((� ��!���+("�� "(����+� (�,,��,�+�

9�	�� '�!�'����� !�*"��!,*� ��("(�"�,� �*(���+��� ("��"����� !�!,'���"� ",(�,(�� �������,"�� "'*����� (�'�+�(*��

/�	� '���'!*��� !�*'+�,�'� ��(""�+��� ��!�'(!��� (+"�!����� !�!"����(� ",!���'� ���!+�+''�� "�(�,""� (�'(,�"�'�

9�� '("�,,"��� !�*",�,**� ��,���+(,� ��(���*��� ,���'����� !�!�'�'�+� ",����(� ���(,�"'��� "+,�'*(� (�'�"�,"(�

.���� '(��!'+��� !�*'(�*,+� ��(+!����� �*��"*,��� (*+�(�!��� !�!�����"� "',�***� ���'(��!��� "'��+!"� (�'"!��!(�

.���� '����(+��� !�*����!�� ��(�,�,'"� *!!�((+��� ,(��,(+��� !��,(���*� ""'�,(*� ���*��'�!�� "�����'� (�"!*��(,�

/���� '!+�!+���� !�*"'���,� ��(*,�,"�� *���",'��� ,,(�!!*��� !������"(� "�����+� ��(!���+(�� "�,�*'*� (�"''��(��

������ ,*'�*((��� !�*++�,!!� ��(*'��,,� *,��"�"��� ,�'��,+��� !�(!'�"''� "�+�**"� ��(('�,!*�� "*'�'+'� (�����*++�

! 1����
�� 0���	�� E��B �� 9����� ������� 9���� E��B�� F�
�	 E��B��� 1����������� 2�� �� �������	 ����3 ��
 1���	�������� E��B���

1������������2����	���.����	��!++'3��/�������	���B��	������������	�������
�
���	���!++'��
�����	�����������	����������

� �����

/�����>�

?�����������

%�
����

7�	��
��

�9�+�
��	


�93<�3-
'456�7
�

���	��!�����

����������0	�
����� �#�����	�����/������

��#�		���

9�����,�

29!3�

A������

9�����'�

�F�
�	�

1�����

2#��3�

(  
��� ������ �����
� 
������� ����� ��
 �&�	
	���� �� �	�&��� ��
 ��	������� ��
���� ��&�������� �� ����� ����6�&�	����� ����	������

�����
�������������
�������
��	������	��������
,��%����
���9�����6�&�	������
�����������������������������������	���
����������������������	�
���������
	����������������9�����E��B���
'��%����
���9�����6�&�	������
����������
���������������������������	���
�����

���0�����������9�����6�&�	����������	������
��
�������B����
����B��
&���������6�&�	�����������
����6�&�	������
��������



Central Bank of Malta, Quarterly Review, December 2002 105

���	��!�����

0�		�����

1����

�

E��B�C�

���������

���
��
��

0���	���

E��B

 ����

�0�		�����

���

0�	��������

�����
�

��������
,� � �����

���&�����

���������

� ����

���������
� �����

!++� ((+�'!+ ,'��"�� (*'��*! ((��(�'��� ',�!(( (*,�,(* �"��"+! (+"�'(� "'����( !��,!�""!

!++! (',�'!( '��*"�� ,���(*� (,,�(,���� "��(,� ,�"�"*+ (!��(�� ,!'�+,( ��"��,' !�!(��+(,
!++� ('��"!! �*�,+*� ,�+�!�+ ((��"('��� ���+!" ,�*�''! ("��!�* ,"(�!�( *(���(! !��(*��*�

!++( (",��!( "��!�(� ,(!�!*" ('(��'*��� �!�*�' ,�'��"( ,!'��+� '�"�("" +,!�"'* !�(""���!
!++, (�+��*� �(���'� ,'��!�� ("'�+!���� +��"(� ,"(�',� ,"��,,! ",,��*� !�!�"���! !�'����"*

!++' ("��,,, *����"� ,,��,�� ('!���+��� *,�+*! ,("��"� '!��*,� �,(��+( !��',�"(' !�"+!�(+'
!++" (*���," �!�"��� ,'!�*�( ("���"*��� +����! ,',��*+ '(���"+ *�"�+," !�,!,��!' !�*"*�(�,

!++� (*,�"'' !���'!!� ,*'�!"" ("(��"'��� !!"�!(, ,�+�*++ '�,�!�' ++��+"" !�'"���+! ���,"�++�
!++* (+��+!! !!'�!+'� '�"�!�� ("+�,+(��� !',�!(' '�(�"�* '*'�!(! !�!!(�*�* !�"+*�+'+ ������'*�

!+++ ,!*�,*' !�,��*"� ',(���! (*,�'+(��� !+"�''' '*!�!,* "(��,�� !���(��'! !�*"��"'( ��,,!�*��
���� ,�(�!** !,!����� '",�,'+ (+"�(�(��� !+*�('� '+,�""� "�+�(*+ !�(!,�*(� !�+,,���! ��'(*�**!


00� ���������� ��������� ��������� �������� �������� �������� ��������� ���������� ��������� ���������
.���� ,!���,+ !'!�+',� '",���� (+"��!���� �!��(�! "�"�'!! "(��'!! !�((,�(!( !�+",�*�, ��'�!�(('

����� ,!(�*"( !',�(�'� '"*��(+ (+(�!',��� �!,��'� "���+�, "(,���� !�('(�*�, !�+**�!�! ��'+"���'
9�	�� ,!'��"� !,��*��� ''*�!(� (+'�'�,��� �!'�,,, "!!��!* "�(�*"� !�('"�+�� !�+*���"� ��'+!��*�

/�	�� ,�!��'� !'��"�+� '���(*' ,����+���� �!,��(, "!"�((! ",��*+� !�(+,�"*! ���('�'�* ��"'!�+�+
9�� ,�"���! !'��'(�� '*(��(* ,�'�'!���� ����!!� "���"�, "('�',� !�,�"�"*! ���,����* ��""+�*'(

.���� ,�+���� !�+�(�'� ''+�!�� ,!!�(+'��� �!'��+� "�"�,*' ",(�!�� !�(*���'* ����'�+(' ��"'��,��

.���� ,(,�(�( !,��*,!� '*���!, ,!(�("���� �((�"(! ","�++! "(+�*�� !�(+��**� ���(����� ��"�+�"+*

/���� ,(��*�* !(!�,'�� '",�(�+ ,!!�',���� �!+�"�, "(!�!," "',�!++ !�,���!�, ���'"�(�( ��"*��,"+
������ ,�+�,�* !(*�,!�� '"��*,, ,!(�'',��� ��"�++( ",��',� ",(��', !�,�(���( ���,"�+'� ��"*��'�(

F��� ,('���" !!���"�� ',��!,( ,!'�!++��� �(���!, ",���!� "'��!"+ !�,���'�, ������"�( ����,�**"
#�&� ,(���*� !����*,� '(��("" ,!��!!���� �!*�!�, "(���*, ",+�""� !�,'!�""* ��!�!�(�* ���(!�"!�

���� ,,!�*�+ !�'��*+� '"��"!* ,!*�**���� �!"�"�� "('�,*� "�!�,,+ !�,,"��!' ��!!��,", ���'��+'!


00
 ���������� ��������� ��������� ����������� ����������� �������������� ������������� ������������� ��������� ���������

.���� ,((��*" !(���(,� '"(�(�� ,!(��+���� ��+�'+" "�(�(+( "���',� !�,"+�(�" ��!,"�+!* ������(!!
����� ,((�,!� !�����+� '"��,�! ,!,�"++��� �!��!(( "(!�*(( "*(�,!* !�,+,�'!* ��!���+(" ��*�+��"+

9�	�� ,("�++' +*��''� '('��'� ,!+��+���� ��,�(,( ",(�,(� "*���!( !�'����(( �������," ��*'!�!�*
/�	�� ,,!�''+ **����� '�+��"" ,�'�!(+��� �!"��"' ",!���' "*+�,�" !�'(��',+ ���!+�+'' ��*"!�!'+

9�� ,,,�"(! !!*�"�'� '"(��(" ,�"��!+��� ��!���, ",����( "*!��++ !�''(�''* ���(,�"'� ��**!�**�
.���� ,,+�**� !(��"��� '*��,*+ ,(���,���� ��,�!,* "',�*** "*���*" !�'�!�!�, ���'(��!� ��+�*��+�

.���� ,''�(,� !!+�!*,� '�,�'�" ,("��*!��� ��+�('� ""'�,(* "+���(! !�'+���+� ���*��'�! ��+,'�+'+
/���� ,'(���+ !((�*',� '*���"( ,('���,��� �(,�'�' "�����+ "+'��"* !�"!,�*�' ��(!���+( ��+*��(��

������ ,'"�,,* !����(,� ''"�"*( ,(��++���� �,!�**+ "�+�**" �����"! !�"(,�"'� ��(('�,!* (��!'�(�,

�9�+�
��,


*"3��957
�9'�
93�
*"3��957
9--5�-9��'

 ����

�A�����9�����

E	��
�9�����29(3
(

%�
����

7�	��
�

( /�� ������	��� �� 
������� �����
�
 �� �
� E	��
 9���� 29(3 ����	� �� �
��� �� �
��  ���� �	� �����
 �� 9���� 6�&�	�����


����������
���������������������������	���
�����
, 0
�<��� ��
 ��
�	 ����� �� �
� �	����� �� ���������� �	� 
�
����
 �	�� 
����
 
�������� �������� �� �	�&��� ��
 ��	�������

���������
��
����
��
��0���	���E��B����9������	�������
�
�

9�����	��E����29�3
!

�#�		���9����29!3�

!��9�����	��E����29�3�����	�������		����������
���
��
�����B�C�
�����������
��
��0���	���E��B����9�����2�����
������	��
�������3�

���0�		����������
�����	�������		����������	�����������
�
��
�������������������		���������
�����B������
��	�������



Central Bank of Malta, Quarterly Review, December 2002106

!++' *"�*"' ����� � !!"�(+� ����++� � �

!++" (���' � � �,*�*�� ����+�� ���+�� �

!++� ',���� � � (,+���� ("+�+�� � �

!++* �(��(�� ,���� � !�(���� !�(���� � �

!+++ *'�*�� � � ,(��+�� ,�'�+�� !����� !�,�'��

���� !*����� ",���� '�� ��!�"�� �*(�"�� � +��""�

���! +!*���� '���� *�''� ������ '"���� �!���� !������


00�

.��� !�'�(�� '(���� � ,���� ,���� � !(����

���� *(���� �(�+�� � � � � !"�!��

9�	� !"��+�� "��'�� '��'� � � � !�(��

/�	� !�*���� "'�"�� '�� � � � �

9�� +"�"�� ("���� � � � � ��*��

.��� �"�"�� ������ � � � � �(�*��

.��� ("���� �'�'�� � '�� '�� � *����

/��� �"���� �!�'�� ��(�� � � � (�*��

����� '!���� (+���� � � � � ���

F��� "*���� !!���� � !'���� � !'���� !�,��

#�&� (!�"�� ,���� � !*�'�� !"���� !��'�� ��*��

���� ���*�� '���� � (+���� ('�'�� �!���� ("�'��


00


.��� '���� � � !�'�(�� ���(�� ',���� '����

���� � � � !�*�'�� !!(���� "+�'�� ,��'��

9�	� � � � ������� !++���� +��'�� !,�*��

/�	� � � � !�+�*�� !",�*�� !���'�� ,��

9�� � � � !"+���� !*,���� +��'�� !��*��

.��� � � � !'"���� !*����� "*�'�� !'�(��

.��� � � � !,"�'�� !'��'�� "��'�� �����

/��� � � � !+,�'�� !''���� !������ ������

����� � � � !+'�(�� !++�+�� +��,�� !�����

'1����
���?��*���������������	���	�����

�

�

�

�

�

�

�

�

�(�*��

�

������

"*����

,�����

�,�"��

!!!�*��

"�����

"��"��

(+�'��

**�*"'

*!�*��

�,!�(��

!���'

!�(�+��

!'!�'��

',����

�,,�+���
'

*'+����

+(�"��

, 
��0���	���E��B��	�&�
����
���&�	���
��
��������������������	�
�����������������������	�������	�	����<��
��������������
�������
����������B������

����
����	B���

( 
��0���	���E��B�������������������������	��
������������	�
������������������
	���
���������������	
�	��������	�����������<��
��������
��

���B���������	�� 
������	������	��
�����
������	��
�����������!,�
�����)��������	��	��!++�����������<��
��������
�����B�������������������	��
�

������	������

! 
��0���	���E��B���J�������<��
����������
�����B���������	��
	���
���������������	�&�	���	���������
���&�����������<��
�����
�	������ 
������	����

��	��
����	�&�	���	��������!,�
����

� 
��0���	���E��B��	�&�
����
����	���������
�����������������	�
��������������������	
�	�������������
��	���<��
�������
���	�������	�����	����

���B�������������

/������

F������
����

/������

1�J����


?�<��
��������	�����

/������

/���	��
�

/������

F������
���

�9�+�
���
*"3��957
%"+��7
"%�59��"3'
"�
�:�
��3�59+
�93<
"�
*9+�9
���	��!�����

/������

9���	�


 �	����������
(

F&�	���
����������

��������
,/������

9���	�


5�&�	���5����
!

9�	������

?��
������������
�

?�<��
������J������

7�	��




Central Bank of Malta, Quarterly Review, December 2002 107

�7�	�����
�� �0�	��	���>�

E��������
�6�&�	������

�7������

�����	
(�

9�������

?�	���

���������

��	�����

0�		�����

��������
,�

!++� "�+�'�,� *!�(+*��� ��!'*����� !,�*,���� ",��*"� "'��"��� ����+�� "���,! �"*�!"(
!++! "*!�*(�� *,�!+���� !�*!'����� !,������� ����"+* �+�*"!�� �*��''+ �*�'*, *"!�!,(
!++� �""��'!� !����,(��� ����+����� !'�'!+��� �+(���' +��*(��� *+!�',� !!*���, !���+�"!"
!++( *���*�(� !�+�*�"��� ����,����� ����',��� +�,�'(! !�"�!�"�� !��!����� !(+�''* !�!'���"'
!++, !���+�","� !("������� ���!!����� �(�+"(��� !��"+��"* !���+�,�� !�!+���,� !���!++ !�("���,!
!++' !�!���",�� !'!�'!���� "��,,����� �,��!,��� !�!+"�+�� !'"�!(!�� !�('(�!�* �("�!*� !�'*+��**
!++" !�(���!"�� !"��','��� *�+'������ �"�"+!��� !�(,'�!�, !�(���"�� !�'!*�('� ("(�,,+ !�**!��++
!++� !�,""��!!� !+��"�(��� !���������� (��!,*��� !�'!(�+�* !*���*,�� !�"+"��"� '�*�**, ����'�","
!++* !�"!'��'"� ��"�"'*��� !!�*(+����� (���**��� !�"�,�!�� !+���(,�� !�*""�(,! !���"��"� ��+,��,�!
!+++ !���,�""+� (�,��*!��� !,�*"*����� ((��*,��� !�*���(!� ��"�'*'�� ����"�+�� !�!,*�,*" (���'�(**
���� !��*"���"� (���'�*��� !(�,,(����� ,��''���� !�+(*�',* ��,�*�*�� ��!"(�('" !�!!*��++ (��*!�,',


00� ���������� ���������� �������� ���������� ������������ ��������� ���������� ���������� �����������

.���� !��++���(� (('��'"��� !(��*'����� '!�!����� !�+���"*( ��"�,*!�� ��!++�!", !�!!(���' (�(!��,(+
����� !�*!'�!�+� (,��*"���� !(���(����� '!��,���� !�++!��*� ��+�!'(�� ������,(( !��"!�,'* (��*!�*+�

9�	�� !�*!+�+*�� (,��!�+��� !(�*'+����� ,���"���� !�+*���!( �(+�'���� ����!��(' *,��'�! (��"���("
/�	�� !�*(,��!"� (���'(���� !,��"(����� '(�"�*��� ���!(�,!� �"!������ ����,�"!+ *�"���� (��*��",!
9�� !�*,���!�� ('+��!,��� !(�''!����� "+�!,,��� ���!"�+�* �"'��!��� ���*��"�� *!,�',( (��+��!"(
.���� !�*'"�""(� ((,�(,!��� !(��'+����� ",�,'!��� ����,�'�" �"(�+,��� ���"*�'!" *�,�,"� (��+��+�*
.���� !�*"��''+� (,"�*����� !,�!"������ "���!!��� ����"�(,* �'+�+'+�� ���*"�(�� *�*���� (�!!'����
/���� !�*���+*�� (,����+��� !,�++*����� "��+*���� ���!'�!*! �*��++��� ���+*�!�( *���*!� (�!!*�+*'
������ !�+�(�,�,� (�*�+"'��� !'�!�'����� '��!����� ����,�+(( �����((�� ���+��""" *"����" (�!",��,�
F��� !�+���!��� (('�!,*��� !,�',!����� '!��!*��� ���',�(+! ��(�",!�� ��(�*��(� *",��+, (�!+��!�"
#�&� !�+((�,!+� (',��!*��� !(�*������� ,!�("���� ���"!�(�" �*!�,+,�� ��(,��*�� *���,"� (��!'��*�
���� !�+''�*!�� ('!�"''��� !��'�!����� (!��'+��� ���"'��(� �*"���!�� ��('!��'! +,"���� (��+��+�!


00
 ���������� ���������� �������� ���������� ������������ ��������� ���������� ���������� �����������

.���� !�+���++�� ("��!,+��� !(��"!����� (���!+��� ���*"���+ �+!�+,!�� ��(�*���� +'*�('� (�(("�'��

����� !�++��+'�� (*��(�,��� !���"!����� (��"�,��� ��!!*��"� �+��**"�� ��,!"�"," +�(�,,� (�(+���**

9�	�� ���!"�,,�� (++�+'���� !��*!!����� (��!����� ��!(+�!�� (!*������ ��,'��(�� !��,'�+!' (�'�(��+�

/�	�� ���(!���(� (*!�"!(��� !(��*������ (!�!*,��� ��!,"��+� (!��(!��� ��,'��!�� !��"��*�� (�'�,�+�+

9�� ���,���'!� (+(������� !��*�"����� (���*'��� ��!�(��," (�"�!**�� ��,�+�,(, !�!�,�!!' (�"�(�',+

.���� ���"!�,'(� ,���'�!��� !��(�,����� (!�,,'��� ��!+,�+�* (!���,,�� ��'�'���� !��+"�*!" (�"���'(*

.���� ������*"*� ,!���"���� !(�'*(����� ((�,,���� ���!,��(, (!"�"(��� ��'(��"", !��*��!+' (�"!��*'*
/���� ���+!�+��� ,�'�+�(��� !(�(+������ (*�'�!��� ���,"���� (���++"�� ��'"+��"" !��+'���* (�"",�+�,
������ ��!�*�'(,� ,(���'���� !(�',"����� ,,�"�"��� ���"!�,�* (,��''"�� ��"�(�+", !�!'��((* (��',�(��

! 1����
�� ������� 9���� E��B�� F�
�	 E��B��� 1����������� 2�� �� �������	 ����3 ��
 1���	�������� E��B��� 1����������� 2��

�	���.����	��!++'3����	��
����	����������
��� ������
�������������
��������	�
���������

,��1����
���%���	����9�������?�	��
��������

( 7����� �����	 ��������� �	� �������� �
�� �	� ���J��� �� ����	�� �� 6�&�	������ ����	�� ����� 
�����
 �� �
� ������� ��


���	���������	�����	��	�����������

���1����
������	�	�
��������

�9�+�
��1


��%"'��'
8��:
9++
�93<�3-
�3'���4��"3'
�

������������(,��
�������������

� �����

���������

5���
����������������F���	���
5���
����������������

 ���� � �����

5���
����

���������

�#����

5���
����

���������

�%�
�

���

7�	��
�

���	��!�������



Central Bank of Malta, Quarterly Review, December 2002108

���	��!�����

�#����
!� �0���� � �����

!++� ((���!'��������� *�*�,��������� ((+�'!+�������� +��!,��������� ((��(�'���������

!++! (,,�+((��������� +�'*���������� (',�'!(�������� !��!�!��������� (,,�(,����������
!++� (,��!,,��������� !��,"���������� ('��"!!�������� !��+�"��������� ((��"('���������

!++( ('��'+���������� !!�,�(��������� (",��!(�������� !���''��������� ('(��'*���������
!++, (""�"(���������� !��,'���������� (�+��*��������� !(�!�!��������� ("'�+!����������

!++' (',�!�+��������� !(�(('��������� ("��,,,�������� !'�""'��������� ('!���+���������
!++" (""��+���������� !(�+,+��������� (*���,"�������� !*�!�*��������� ("���"*���������

!++� ("+�*(���������� !,�*�'��������� (*,�"''�������� ���*+���������� ("(��"'���������
!++* (�'���+��������� !'������������� (+��+!!�������� �!�,!*��������� ("+�,+(���������

!+++ ,�!�+++��������� !"�,*"��������� ,!*�,*'�������� ((�*+(��������� (*,�'+(���������
���� ,�'��!(��������� !��,�"��������� ,�(�!**�������� �"�**'��������� (+"�(�(���������


00� ����������������� ��������������� ����������������� �������������� ��������
.���� (+'�'!,��������� !���('��������� ,!���,+�������� !"�'(+��������� (+"��!����������

����� (+"��**��������� !����"��������� ,!(�*"(�������� �����+��������� (+(�!',���������
9�	�� (+*�!*(��������� !����+��������� ,!'��"��������� !+�"**��������� (+'�'�,���������

/�	�� ,�,�'����������� !���',��������� ,�!��'��������� !+�,"���������� ,����+����������
9�� ,�*�+('��������� !���""��������� ,�"���!�������� ���"*+��������� ,�'�'!����������

.���� ,!���*,��������� !��,,���������� ,�+������������ !*�((!��������� ,!!�(+'���������

.���� ,!"�"*'��������� !��"**��������� ,(,�(�(�������� �!��!(��������� ,!(�("����������

/���� ,!'��!,��������� !��*",��������� ,(��*�*�������� �!�(("��������� ,!!�',����������
������ ,!!�',���������� !��**"��������� ,�+�,�*�������� !'�*�,��������� ,!(�'',���������

F��� ,!��!"(��������� !��+!(��������� ,('���"�������� !+�*����������� ,!'�!++���������
#�&� ,!��(�+��������� !����(��������� ,(���*��������� !��+����������� ,!��!!����������

���� ,�(�*('��������� !��++,��������� ,,!�*�+�������� ���+,���������� ,!*�**����������


00
 ����������������� ��������������� ����������������� �������������� ��������
.���� ,!'�,����������� !��*!"��������� ,((��*"�������� !+�,*+��������� ,!(��+����������

����� ,!'�'�,��������� !��***��������� ,((�,!��������� !*��!���������� ,!,�"++���������
9�	�� ,!+��(*��������� !���'���������� ,("�++'�������� !��+�"��������� ,!+��+����������

/�	�� ,�(��("��������� !��*�(��������� ,,!�''+�������� !"�,����������� ,�'�!(+���������
9�� ,�"�"+'��������� !��+("��������� ,,,�"(!�������� !*�,!���������� ,�"��!+���������

.���� ,(!�*'+��������� !*���*��������� ,,+�**��������� !+�!,���������� ,(���,����������

.���� ,("�+,,��������� !*�(+*��������� ,''�(,��������� !+��"!��������� ,("��*!���������

/���� ,(,�""!��������� !*�',+��������� ,'(���+�������� !��,('��������� ,('���,���������
������ ,(��*(���������� !*�"!"��������� ,'"�,,*�������� !*�,'!��������� ,(��++����������

�����	��
����	���������
��������������������
�����B����������������
����
����������9�����E��B���F�
�	�E��B����1������������2������

�������	�����3���
��
��1���	���������E��B����1������������2����	���.����	��!++'3�

�9�+�
��2


�455�3�7
�3
��5�4+9��"3

�0�		��������

0�	���������

!��/���	����������	�!++*���
��#���������	������
��0���	���E��B����9��������������
������
��
����������
��������
��� �����

�����
���
���������
���������/����	���������
����	���	����
��#���������	����� �����!�!��

%�
����7�	��
�

�?����0�		�����


��
����E��B����

������
���

�0�		�����1����
���
�F������
����



Central Bank of Malta, Quarterly Review, December 2002 109

?���� ?�!�� ?�'� ?��� ?�!�  �����

!++� ((+�'!+���� !,(�������� !',��!,���� ���(�'����� ,�"*!������ ��(������� ((���!'���
!++! (',�'!(���� !,���!(���� !"'��("���� �"�"""����� ,�*((������ "*'������� (,,�+((���

!++� ('��"!!���� !!��'+!���� !+'�������� �"��������� '��+������� ""�������� (,��!,,���
!++( (",��!(���� !!*�'�+���� �����,!���� �"��("����� '�!�������� "(,������� ('��'+����

!++, (�+��*����� !���������� �!!���+���� �"�+"'����� '�*!"������ �� (""�"(����
!++' ("��,,,���� !�!�(+'���� ��!�,�,���� �'�'!������ '��(������� �� (',�!�+���

!++" (*���,"���� !�(��,(���� �!��+*'���� �"��!!����� '�*'+������ �� (""��+*���
!++� (*,�"''���� !!*�!,,���� �!+��("���� �'�*'(����� "��++������ �� ("+�*(����

!++* (+��+!!���� !�+�������� �(,�!!����� �,�!�,����� '��+(������ �� (�(�*�,���
!+++ ,!*�,*'���� !�*�"�"���� �'+�(""���� ����(*����� "���������� �� ,���������

���� ,�(�!**���� !���+������ �",�!������ ���!"*����� "�,�(������ � ,�'��!(���


00� ������������ ������������ ����������� ����������� ����������� ����������

.���� ,!���,+���� !���(!����� �'"�*+"���� �,�+'+����� "�(,������� � (+'�'!,���
����� ,!(�*"(���� !���(�'���� �'��**"���� �'�!!������ "�,!������� � (+"��**���

9�	�� ,!'��"����� !���''(���� �'*�'*,���� �'�'((����� "�'!(������ � (+*�!*(���
/�	�� ,�!��'����� !�*���(���� �"(�''+���� �"��((����� "�"(������� � ,�,�'�����

9�� ,�"���!���� !�*�"������ �""�*+����� �"��������� "���+������ � ,�*�+('���
.���� ,�+�������� !�*�*",���� �"+�'*(���� ����(*����� "��++������ � ,!���*,���

.���� ,(,�(�(���� !�+�!+*���� ��(���*���� ���'�(����� "�+�������� � ,!"�"*"���
/���� ,(��*�*���� !�*�*+*���� ��!�������� ���,**����� "�+�"������ � ,!'��!,���

������ ,�+�,�*���� !�*�"������ �"+�!�+���� �"�+�+����� "�*�*������ � ,!!�',(���
F��� ,('���"���� !�*��+*���� ��,�'!����� �����!����� "���������� � ,!��!"(���

#�&� ,(���*����� !�*��*����� ��!�'�,���� �'�+"������ "�''"������ � ,!��(�+���
���� ,,!�*�+���� !�*�*(����� �*��"++���� ���",������ "�"'"������ � ,�(�*(,���


00
 ������������ ������������ ����������� ����������� ����������� ����������� ����������
.���� ,((��*"���� !�*�������� ��'���+���� �'��,������ "�,*������� � ,!'�,�!���

����� ,((�,!����� !���+*!���� ��'�(������ �'��'������ "�,",������ � ,!'�'�,���
9�	�� ,("�++'���� !�*�'�+���� ����"!*���� �"�,�(����� "�"!+������ � ,!+��(+���

/�	�� ,,!�''+���� !�+�,"(���� �*��������� �"�*�"����� "�"�!������ � ,�(��(����
9�� ,,,�"(!���� !!��"�*���� �*���(!���� ����,,����� "�*!������� � ,�"�"+'���

.���� ,,+�**����� !!���'(���� �*"�(�!���� ���+(������ "�*'(������ � ,(!�*'+���

.���� ,''�(,����� !!!��,"���� �*+�+(+���� �*��(,����� ����'������ � ,("�+,,���

/���� ,'(���+���� !!��**����� �**��(����� �*���*����� ���(+������ � ,(,�""!���
������ ,'"�,,*���� !!����(���� �+!�"�!���� �*�,�,����� ���!,������ � ,(��*(����

!�� 
��
���������������������������������?����'���2�����3���'���!����'�������!���'��2����3��(����
����

�9�+�
���0

��3"*�39��"3'
"�
*9+��'�
�455�3�7
�''4��
93�
"4�'�93��3-

�%�
����

7�	��
�

� �����#�����

G�0����
!�

0�		�����#�����

���	��!�����



Central Bank of Malta, Quarterly Review, December 2002110

 ����� ?�����  ����� ?�����  ����� ?�����  ����� ?�����

�!++� ��,�+,!�� !����",�� !'���"��� ''�'',�� !�,�!�,�� '!��!��� ("�'���� !'�'���� ""�"����
�!++! �*��""!�� !(��+!(�� !�!���(�� "��!+��� !!"�'**�� ����!"�� ((�"���� !��!���� "��*����
�!++� ("��'*"�� !,*�!�"�� !++�,�!�� �"���"�� !"*�!*'�� �!�,���� ("�+���� !'�,���� "��*����
�!++( (",�('!�� !*(��',�� �,��*���� **�*+��� !�(�''!�� +,�!'��� (��(���� !"�'���� "��"����
�!++, '�(�*'+�� �'+�(,*�� ��+�+''�� !�'��"��� ��(�+�,�� !',��**�� ("������ !+������ "�������

�9�+�
����

��%"'��
*"3�7
�93<
+�?4����7
�

���	��!������

%�
�

���

7�	��


5�<��	�
� %������ ?�<��
����

�5������243�

�/
&������

�����������
��

�?�<��
�/������

/������

�/������ �5�<��	�
� �%������ �?�<��
����
/
&���������

��������
���

!++' (+"�*�(������ (���!�������� *+�"(!������ !���(�+�������� (*�*��������� ���(���������
!++" ,+*�+,,������ (,"�('*������ !'��'*"������ !�!',�'�������� ,(����������� �������������
!++� '�"�!!������� ("��*,!������ !"(���"������ !���+�,"+������ ,(�'��������� �!�����������
!++* '+"�*,*������ (*!�"(������� �!'��!*������ !�����!�!������ ,"�+��������� ���,���������
!+++ "+,�'�+������ ,'+�,',������ �('���'������ !�'(!�'!������� ,'�(��������� �!�*���������
���� "*��'�������� ,+!���(������ !*+��++������ !�"(��'�"������ ,!�"��������� �"�!���������

00� �������������� ������������� �������������� �������������� ����������� ������������
.���� """�,,+������ ,*��!"(������ !*,��*"������ !�"����!!������ ,!�'��������� *��'���������
����� ""'��(������� ,�*�(�'������ !*"�*'������� !�'+,�'*,������ ,!����������� �+�*���������
9�	�� "*���+(������ ,''���������� ��'���!������ !�'!��,�*������ ,,�*��������� *��,���������
/�	�� �(,��("������ ,"*�(*(������ �""�('(������ !�'"!���������� ,��!��������� *!�+���������
9�� �*,�""+������ ,���'!"������ (!��!'(������ !�'�'��',������ ,+�*��������� *!�!���������
.���� �*"��'������� ,*��*"*������ (�'�(*+������ !�"���*+������� ,+�!��������� *!�+���������
.���� *���,((������ ,+��"",������ (�+��"+������ !�"('�',������� '������������ *������������
/���� *!(�"(������� '�"�*�(������ (�"�*�������� !�"*+�,�+������ ,*����������� *��!���������
������ +(���,(������ '�*���(������ ,�����!������ !�"+,���'������ ',�+��������� *��'���������
F��� **'�**������� '!*�*!,������ ("����(������ !���+�(*������� '!����������� *!�����������
#�&� *+,�,�!������ '�,�(*!������ (����+������� !��,��+(*������ '!����������� *��"���������
���� *++��+*������ '�,�,'"������ (�,�",������� !��,*�!**������ '!�,��������� *������������

00
 �������������� ������������� �������������� �������������� ����������� ������������
.���� +�!���������� '(!��!������� (����!������� !�����(�(������ '��+��������� �+�'���������
����� +!*�*�!������ '!���!*������ ,�!�!�(������ !���'���������� '(����������� �*�����������
9�	�� +����+"������ '�*�(((������ (+*�+"(������ !��"!�!�+������ '������������ ���+���������
/�	�� +�!�(!,������ '!+�+"(������ ,�!�('!������ !��((��!������� '(����������� ���,���������
9�� +(���'������� '����,������� ,�(���*������ !��'"�*�*������ '(����������� �"�+���������
.���� +�'�(�'������ '((�+'!������ (+!�(',������ !���+�*(������� '������������ �'�*���������
.���� +�,�*,'������ ',���,������� (*,�"�'������ !�*����++������ '!�,��������� �'�'���������
/���� +!��"',������ ''!�"!,������ ("!��,������� !�*(*��!,������ ,+�"��������� �,�(���������
������ +(���,(������ '"!�'(������� (�'��!(������ !�*�!��""������ '��!��������� �,�'���������

! )� �� ��������	 !++�� ������� 9���� E��B� ��	� 	�<��	�
 �� 
��
 �� ������ �<��&����� �� �'4 �� �
��	 ����� 
������

����������� �� �
� ��	� �� ��������
 ��<��
 ������� 1� F�����	 !++�� �
� 	�<��	�
 ������� ����� ��<��
��� 	���� ���

	�
���
 �� ��4� 0����<������� �
� 	�<��	�
 ������� ����� ��<��
��� 	���� ��� 	�
���
 �	�� !��'4 �� *4 �� ����� 
������

������������ /� �	�� !' #�&����	 !++,� E��B��� ��	����&� #�� ' ��������
�
 � ������� �� (�4 ��<��
 ����� 	����� ��� ��


�
���������1����
���@�E0�@����?�����29����3�E��B�?�
�����	���.����	�����!��
����1����
�������������
���
���	�����������������
�������
��	������	���������?�����������	�
����������	��
�
����
��	���
��������
(  
��� ������� �� ��� �
�	����	� ����������� �� ���B� ��
 �������	� ��� �� ����� 	����&�
 ��
�	 	���	�
��� ��	������� �������

��<��
���������
�����������
��
��������	������
�'�4����������������	�����������������

�7�	��
�

?�<��
�/��������
�#����
�	����	��

?����������
(�

5������243��



Central Bank of Malta, Quarterly Review, December 2002 111

�?����� ���	����� �?����� ���	����� �?����� ���	�����

!++� �(��*(����� !'!�++������ *,�!*!����� !'�"*'����� !����",����� !"��"�������
!++! �,�!'(����� !����,(����� !�*��"������ (����'����� !(��+!(����� !',��,*�����
!++� ,(��!+����� !''�+*(����� !�'�!������� "(�,������� !,*�!�"����� �!+�,"������
!++( �"�('(����� �!�"!!����� !'"���!����� !�+�"*"����� !*(��',����� !*!��+������
!++, !(!�*(������ +����'����� !���'!!����� !,��,("����� �'+�(,*����� �,,�'!!�����

�9�+�
���


��%"'��
*"3�7
�93<
+�?4��
9''��'

�

�0��
���
����������
�

F�
�	���������
�/������9���	����

���
���'�;��	�
( � ������%�
����

7�	��
�

���	��!��������

�7�	��
�
0��
���
����������

���
�0E9
,�  	����	��E����� 1���	���B����������

9�	B������������

����	�����
'�  �����?�<��
�/������

!++' �!�'"'�������� (��!,��������� "!�**��������� �*(���+�������� (+"�*�(��������
!++" ����",�������� "��!�(�������� ����,!�������� (,���""�������� ,+*�+,,��������
!++� �"�('+�������� �"��+!�������� ''�,"��������� ,!��'�'�������� '�"�!!���������
!++* (!��",�������� ((�!!��������� ,���*��������� ,*'�(+,�������� '+"�*,*��������
!+++ '��++'�������� �'�+�+�������� "���"*�������� ,++�*(��������� "+,�'�+��������
���� ((�'!��������� !!"�*!*�������� "*�*"'�������� ,"!�(���������� "*��'����������

00� ������������� �������������� ��������������� ��������������� �����������
.���� ,'��*+�������� *!�"�"�������� '"������������ ,*���!��������� """�,,+��������
����� (+�!!"�������� �'�,�!�������� '���,!�������� '���,�,�������� ""'��(���������
9�	�� (��',!�������� *(��"��������� ���!"'�������� ,+(�*�'�������� "*���+(��������
/�	�� ,,���*�������� !!'�+,(�������� !!'��,!�������� ,'*�(,,�������� �(,��("��������
9�� ''�!�(�������� +���!,�������� !�������������� '!"�",'�������� �*,�""+��������
.���� �*�'!��������� +'�',*�������� !!(�'!��������� ',*�"�'�������� �*"��'���������
.���� (��!!(�������� !�,�('��������� !!(�'�,�������� ''��,(+�������� *���,((��������
/���� (��+"��������� !�+�(*��������� +��,,��������� '"��*(,�������� *!(�"(���������
������ �"�"�'�������� !,,�('��������� !*���',�������� '�"�+",�������� +(���,(��������
F��� ,���!"�������� !���"'(�������� ���*�'�������� "�!�",(�������� **'�**���������
#�&� ("�!�+�������� !�*�+�(�������� ���+('�������� "�*�,*,�������� *+,�,�!��������
���� '+��',�������� !('�*,'�������� !!'�*+,�������� '*��"�'�������� *++��+*��������

00
 ������������� �������������� ��������������� ��������������� �����������
.���� *��+',�������� !,"���"�������� +(�("��������� '�,�(�'�������� +�!������������
����� +*�'''�������� !'*�"�,�������� !���*+!�������� ''*���!�������� +!*�*�!��������
9�	�� +'���*�������� !',�!,!�������� !�����!�������� '�*���"�������� +����+"��������
/�	�� !����'��������� !'!�,�*�������� !�*��"+�������� ''+�'"��������� +�!�(!,��������
9�� !!*�*+*�������� !'!�(+'�������� +!��*��������� '"*�!���������� +(���'���������
.���� +'�+(,�������� !"'�""��������� ++��(��������� '"(�+���������� +�'�(�'��������
.���� +(��(��������� !�,�+'��������� +(���"�������� '"(�"(��������� +�,�*,'��������
/���� +*�+!,�������� !'��(�(�������� +"�"�+�������� ''+�*�*�������� +!��"',��������
������ +,�!!(�������� !�������������� !���!(��������� ''����*�������� +(���,(��������

� 1����
�� ���
 �� 
��
� ��	B��� �������� ���
 0���	�� E��B �� 9����� ����� �� ����� ��� ��������� ��&���� ��
 ���� 
�������

���
����
�	����B����
���
�	���	�������&���������

' 1����
�� ����	����� �����
 �	 ���	�����
 �� ��&�	������� ���	��������� ������������ �	 ��
�	 ������������� 
��������
 �� �
�

����������	�
���	��B���
�	�����������	���������	����

,��%����
������������
��
����	���	&��
��������

!��1����
���@�E0�@����?�����29����3�����	���.����	�����!�

( 1����
��  	����	� ����� ��
 ��
�	 6�&�	����� ����	����� ����	��� ���
�� ��&� ���	�� ��
 �������� ����� �� ���
���� ��


�	������	��������������
����	���������������
��0���	���E��B����9�����



Central Bank of Malta, Quarterly Review, December 2002112

%�
����

7�	��
�

�7������

)���������

/���E��B����

1������������
��

�/�	������	���

G����
�	����

9��������	�����

�
��	����	>�

�
������
����

�E���
����G�

0����	�������

@������

5�����	����G�

 ��	���� 	�
���

�8
��������G�

5������ 	�
���

!++� ((���"����� *,�,*!����� ,�,*,����� !!��*(*����� ���(,!����� (,�*,!����� �"�++!�����

!++! ,��'+������ '+�,''����� '�*������� !!'�"'������ �,�*������� �*�''������ *,�'�������

!++� �+�(**����� *,�!�*����� '��+������ !�'�'!������ ���"*������ �*�'�,����� +'�(",�����

�9�+�
���!
��%"'��
*"3�7
�93<
+"93'
93�
9�693��'

"4�'�93��3-
�7
*9�3
'���"5

�

���	��!�����

�%�
����

7�	��
�

�%��	���

G�8���	�

 	�����	���

���	����G�

0�������������

/���E��B����

1�����������
��

�/�	������	��

G����
�	����

9��������	�����

�
��	����	>�

�
������
����

�E���
����G�

0����	�������

@������

5�����	����

G� ��	����

 	�
���

8
��������

G�5������

 	�
���

��!++( (��("�� ���*��������� !�*�*+"���� '�'�!���� !,+��!*������ �*���!���� (���**�� !!(�*!���

��!++, (��'++� �,�'*,������� !!*�+'����� ���'����� !"!�('������� ,(�(������ (*������ !(��,'(��
��!++' *��*!*� ',�++*������� "'�'"(���� *�'"����� !**�*!'������ "'�,*+���� �+��,��� !*!�*!���

��!++" *"�*"!� "(�",,������� ''�(+(���� !!�,������ ��,���"������ �(�'+����� !!����!�� ��*�(�!��

��!++� +*�!�'� "+�!�!������� ,'��('���� !���''���� ��'�!,������� �!�'+(���� !',�!�,�� ��,�!"!��

��!++* !�"�+��� �"���'������� '*�������� !��"������ !+'�+�!������ *����*���� !���!*'�� �,(�,",��
��!+++ !�*�+�"� �'�+��������� ,(�!*"���� !��(�'���� !+"��*'������ +"�,*����� ��,���*�� �"��!*(��

������ !�!��*(� +*�(+"������� '(�'+!���� !+���,���� �!��+�!������ +*�("����� �('���(�� �*'�,!+��




00� ������������ ���������� ��������� ������������ ����������� ������������ ����������� ��������

��.���� +*�'�,� !����'!������� ',�'�*���� !!�!�'���� ��(���"������ +��,'����� �(+�,���� ��"�(�+��

������� +"�+,*� !!'�,�*������� ''�*������ !!�!+!���� ��!�("'������ +*�,++���� �(+�+"!�� ��*�!!!��
��9�	�� !���'(�� !!*��+�������� '��+�'���� !��*�,���� ��(�'(*������ +,�'(*���� �,(�(+(�� �+'�"*!��

��/�	�� !�(�,+,� !!*���'������� *+�������� !!�!!"���� ��'�*!'������ +,�+"'���� �,���+��� �+��(""��
��9�� +���+�� !!*���,������� +(�+!����� !��('+���� ��(���"������ **�*�*���� �(+��"��� �+"�,('��

��.���� +���!�� !!"�+''������� +'�!�+���� !��',"���� ��!���(������ *��*�,���� �(+�,'!�� �+'�+!!��
��.��� *+��(�� !!'�(,(������� +"�"'����� !��'"(���� ��!�,+"������ *,�+�!���� �(+��""�� �+'��(���

��/��� **�,"�� !!��(�"������� ++�,"����� !!���,���� ��(�*''������ *"�*",���� �(,�'!"�� �+��,�(��
������� **�'+�� !���!��������� !�!�������� !!��*!���� ��'�"*+������ +��"*'���� �("�"'*�� (���('���

��F��� *��*'!� !����'"������� !�!��'����� !!�"������ �����!������� *+�'������ �,��,''�� (�!��*,��
��#�&� *��"�*� !����!+������� !�!�,,+���� !��!+,���� ��(�",!������ *'��*!���� �(*�"+(�� �+��,����

������ +'���'� !����+�������� !�!�,!+���� !��(�,���� ����'+������� *'�!"+���� �,'�'"��� �+'�(+���




00
 ������������ ���������� ��������� ������������ ����������� ������������ ����������� ��������

��.���� +!�*��� !�+����������� !���('"���� !����"���� ��!��+(������ *'�+�*���� �,"��,*�� �+,��'���
������� +!�(+*� !�"�*!+������� +*�!+����� !��������� ��,�+*+������ *"��*����� �,��'�+�� �+!�(+,��

��9�	�� +!���*� !�+��"'������� !�(��(����� !��,*(���� �����'*������ *+�'*"���� �,*��+��� (�+�((,��
��/�	�� *+�"��� !�,�('�������� +*�!�!���� !��,+"���� ��*��"*������ *��*+����� �,��,,'�� (�+�(�,��

��9�� *+��,'� !���'+�������� +'�"������ !��(++���� ����!�'������ +!��+"���� �,��+�'�� (�*�"�*��
��.���� *+�'+"� !�'���*������� +(�(������ !��'�'���� ����"'*������ **�'*'���� �,"�,���� �++��"���

��.��� *+��+"� !�*��*!������� +��('*���� !��'',���� ��!�+�,������ +!�,!����� �,��!'"�� �+'��(���
��/��� *+�"*(� !�"�!'�������� **�+!*���� !��,((���� ����,,,������ +��*�(���� �(+�"(,�� �+��(('��

������� +!�+*�� !(��+'�������� +���("���� !��,!+���� !+"�(�,������ +(��*,���� �,,�*+*�� �+"��+,��

!��1����
���@�E0�@����?�����29����3E��B�?�
�����	���.����	�����!�
����1����
�����������9�����E��B���F�
�	�E��B����1������������2�������������	�����3���
�1���	���������E��B����1������������2���

�	���.����	��!++'3�



Central Bank of Malta, Quarterly Review, December 2002 113

@������

7�	�
�����

0������	�

��	�����

6��
��

�F�
�	� � �����

!++� !(�,,*������� !�*����������� !,�,������� �+��,'����� '(�*("������� ,'(��*(����� ��',���������� ,''�*(������

!++! !��"�"������� ���+"��������� �*��*"����� ,(���*����� "������������ ,���!+'����� *�!!"��������� ,*��(!!�����

!++� !'�(�,������� (�'����������� (,�+!������ '(�*"*����� �+���,������� '�+�(!������ +�*'���������� '(+�!"������

�%�
����

7�	��
�

�9�+�
���!
��%"'��
*"3�7
�93<
+"93'
93�
9�693��'

"4�'�93��3-
�7
*9�3
'���"5
�
�0���	��!��1

�7�	������

�/���F�
�	�
 �����?�����

?��
���

��	�����

?��
���
� �����

���	��!�����

@�����

7�	�
�����

0������	�

��	�����

6��
�
�

�F�
�	� � �����

��!++( !"��''���� (�'(+��� (*��+!� '*�(*'��� !"�"!���� "���*����� "�"�"������� '�+�'��� "(��"�������
��!++, ('�'(!���� *�+����� !+�',�� ",��''��� ���((!��� '"��+(���� ��'�*�,����� "�(,,��� �!���!*�����
��!++' ,"�,�,���� ���**���� �!�+'!� +!��'"��� ("�"����� *��,(*���� +('�"'+����� !(�',"� +,+���'�����
��!++" "��''(���� (��+(,��� �+�!"(� !���"'�� ,"�!!(��� +'�(!'���� !�����"("�� !(�+��� !��+!�"�"��
��!++� �*�,,(���� ('�+""��� �'�+**� !,��(+�� ',�,'"��� !!(�'''�� !�!*��!���� !,�(,�� !���!�'!���
��!++* +!��((���� ,,�"����� �"�(�,� !"��"*,� "��*�+��� !�'�'�,�� !��+��(!,�� '���'��� !��+��'!+��

��!+++ !�!��!+�� ,+�**(��� (+�(�!� �!����(� �+�+,"��� !((�'!*�� !�,�"��*+�� ��,!*��� !�,((������

������ !((�(!��� '!�,�(��� '����*� �,(�*((� "'�*�*��� !"!��'��� !�'�(�+,��� *�+'"��� !�'*��*+*��




00� ���������� ��������� �������� �������� ��������� ��������� ��������� ���������� ���������
��.���� �"(��,��� '!�!'+��� "'���(� (*,�"�"� �,�"����� !'"���+�� !�"++�++��� !!���(� !��!!��"(��
������� �"!���(�� '��+!*��� "!��,(� (*��'+�� ���*�,��� !''��!,�� !�����*((�� !������ !��!*�'"���
��9�	�� ����'"(�� '��+*!��� ",��'"� (+���(�� *��'*���� !'��+(��� !��"!���(�� !��"""� !���!�""+��
��/�	�� ��,���,�� '��*(���� "'��,�� (+*����� *,���+��� !'!�"'��� !��+��,�!�� !!�**(� !�*�,��*,��
��9�� �����''�� '���,!��� "��*'*� ,�,��*,� �"�"�+��� !'������� !��*'�"!'�� *���*��� !��+,�(,(��
��.���� �*!��"!�� '!��'"��� ����'(� ,!��!�!� �(�!*(��� !"��"�"�� !��*"�!*+�� !!�*+,� !��+*��*(��
��.���� �*'�'"��� '���!*��� �!�!�(� ,!(�*�!� �"������� !'+�*!,�� !��*!�+(*�� !���(�� !��+,�!����
��/���� �*��++��� '���(���� ���+"�� ,!'�,(�� "+��**��� !",�!!��� !�����*!+�� !��,'!� !��+�������
������� �+'���!�� ,+�*,���� *!�'*�� ,���!,'� ��������� !*,�!�,�� !�*���**��� *���"��� !�*('�+�"��
��F��� �++�"!+�� ,+�+�"��� *"��,*� ,('��+(� ���('!��� !*���,��� !�*�+��+!�� !,�+*'� !�*"��(+���
��#�&� (���*�!�� ,+�,*���� *,�!!�� ,("�(++� �*�"!'��� !�+�!('�� !�*�"���"�� !��(*+� !�*,(�(+'��
������ (�"������ ,*���,��� *���!"� ,,��,,�� �'�''"��� !�+�((*�� !�*,��!*!�� ���,,,� !�*"��"�'��




00
 ���������� ��������� �������� �������� ��������� ��������� ��������� ���������� ���������
��.���� (�+�!���� ,��"*'��� *��!"!� ,,,��!"� ���!'!��� !���*���� !�*(��(+��� ����(!� !�*'��,�*��
������� (!��(*'�� ,"�+'"��� *'�++�� ,,'�((*� ""�,!(��� !���',,�� !�*�"�!''�� �!��(*� !�*,��!+(��
��9�	�� (���'(��� ,"�,",��� **�"��� ,''�"�(� �!��"���� !''��((�� !�*'!�(�,�� ���,�"� !�*�(��*���
��/�	�� (�(��*'�� ,"�(,!��� *��+�+� ,'*�!�'� �'�!+���� !',�+!(�� !�*,(�'�*�� �(��+"� !�*""�*�,��
��9�� (�*�,�(�� ,"��+!��� *+�((�� ,"(�*,"� �,��(���� !',��'*�� !�*,'�+++�� �,��++� !�*����+*��
��.���� (((���!�� ,"�!,*��� +���!�� ,"+�,("� �,�"����� !''�*�"�� !�*("��,��� !��,�(� !�*'(�,,(��
��.���� ((��,�+�� ,'�++*��� +��+*�� ,�,�,'+� �*�"!"��� !,(�'�"�� !�*'���++�� !"�,�,� !�*"*���(��
��/���� (,(��"(�� ,,�+",��� +���"�� ,�*�,*�� *����+��� !,"�"(,�� !�*,,������ !'�**,� !�*"��!"!��

������� ('!�'���� ,(��+'��� +'���"� ,+��'�*� *(�(,���� !,"���'�� !�*����"��� �!�,��� !�*+*�'(���

!��1����
���@�E0�@����?�����29����3�E��B�?�
�����	���.����	�����!�
���1����
�����������
������	��
�������	����������
�	����������	��������������
����������
(��1����
����	������������	����	���
���������������	&�����

 �����?�����

?��
���

��	�����

?��
���
� �����

�%�
����

7�	��
�

�7�	������

F�
�	
(�

��	&�����
�/���F�
�	�



Central Bank of Malta, Quarterly Review, December 2002114

%�
����

7�	��
�

�7������

)���������

/���E��B����

1������������

�/�	������	��

G����
�	����

9��������	�����

�
��	����	>�

�
������
����

�E���
����G�

0����	�������

@������

5�����	����G�

 ��	����

 	�
���

8
��������G�

5������ 	�
���

�!++� �� �� ,�!��������� !,�!�������� �� !,��+������� !�'+'������
�!++! "�'((������� �� ������������ !��+,+������ ��"������ �!�*+������� (���(������

�!++� !(�'(+������� �� !*���������� ���,!*������ !�,�*������ ���!!,������ (�'��������

�9�+�
���(
"�:�5
�93<�3-
�3'���4��"3
+"93'
93�

9�693��'
"4�'�93��3-
�7
*9�3
'���"5

�

���	��!���������

�%�
����

7�	��
�

�%��	���

G�8���	�

 	�����	���

���	����G�

0�������������

/���

E��B����

1������������

�/�	������	��

G����
�	����

9��������	�����

�
��	����	>�

�
������
����

�E���
����G�

0����	�������

@������

5�����	����

G� ��	����

 	�
���

8
��������

G�5������

 	�
���

!++( �� �(�'(,������� �� (��������� �(�'+�������� �� ((�*!"��� '���(����

!++, "�'++���� �+��(+������� �� ,("������� �!�!�!������� �� (*�(",��� ���',����

!++' � !���!(������� � (�+������� +�"�+������� '(+������� �'��,���� ��"������

!++" � !"�"+*������� � ("�������� *��'+������� "*�������� �,�!����� ���!*����

!++� � +�,+"������� � ,"(������� *��**������� "!�������� ���(*'��� ��'�"����

!++* � *����������� � ,�"������� *�!,,������� '!'������� ���!+'��� ��(+"����

!+++ � ,�,�+������� ����, ,"�������� *��*,������� (�(������� !"�"''��� !�+,'����


000 ����������� ���������� ����������� ������������ ���������� ���������� ����������� ��������

.���� � ,�,�+������� ���," ,(�������� *�!(�������� ('"������� !"�''���� !�+�"����

����� � ,�(*!������� ���,( ,((������� *�!��������� (''������� !"�'('��� !�+((����

9�	�� � (�+��������� ���(� ,,'������� *�("*������� (+'������� !"�(",��� ����,����

/�	�� � (�+��������� !�++� (*(������� ���"'������� (+,������� !'�*�+��� !�++(����

9�� � (�+��������� ���(' (�+������� ��++�������� (+�������� !'��**��� !�+'*����

.��� � '���(������� ���'! (�+������� ��++!������� (�(������� !'���"��� !�+�"����

.��� � (�*+!������� ����' (�+������� ��"��������� (��������� !'�'����� !�**�����

/��� � (�*"!������� ����+ (�'������� ��""�������� �+�������� !'�(**��� !�*�+����

����� � (�+"�������� !�++� (*'������� ��,'*������� �"�������� !'���+��� !�*�!����

F��� � � !�+,+ ��������� !��+*������� !�'������� (��",��� �������

#�&� � � !�+*� �(������� !��+,������� !�'������� (������� ��"����

���� � � ���(, ��������� !��'�������� !�,������� ����(��� �!(����

!�� 
��� ���������
����������
�����	���.����	�����!�



Central Bank of Malta, Quarterly Review, December 2002 115

@�����

7�	�
�����
�

0������	�

��	�����

6��
��

�F�
�	� � �����

!++� "(�**������ �� !((���� ",��('���� ��+�*���� !���+�*��� ���!'����� !�(�!(����
!++! �!�*�!����� !" !(+���� �!�+'"���� !'���"���� !(��("���� *!�!!,���� �!*�,�"���

!++� �*�+!(����� !! !"*���� �+��+����� !��',����� !"��*('��� *��!*����� �'��������

�9�+�
���(
"�:�5
�93<�3-
�3'���4��"3
+"93'
93�


9�693��'
"4�'�93��3-
�7
*9�3
'���"5
�
�0���	��!��1

%�
����

7�	��
�

���	��!���������

�7�	������

�/���F�
�	�
 �����?�����

?��
���

��	�����

?��
���
�6	��
� �����

@�����

7�	�
�����
��

�0������	�

��	�����

6��
���

��F�
�	�� �� ������

��!++( *��*(����� !"������� !������� *��+""�� ���!��� ���"(�� !�+���"�� �+��*��� �'*�++(��

��!++, *,�'������ !"������� "*����� *,�'*,�� ,�*���� ��+'��� ��!�,�"�� '��,��� ��"�,""��

��!++' *"�!('���� (*������� ������� *"��,'�� !�*,!�� (������ !,"�+(��� *"�"!+�� �((�''"��

��!++" +��"!(���� "�������� !,������ +��*!��� !�+�,�� ��*!��� !,*�+!��� �,'�,'��� (+,�("���

��!++� +'��,����� '�������� !(������ +'�,�+�� !�+*��� (�!�(�� !,���*+�� ,,��'�(�� '*+�'+���

��!++* !�(�(�!���� ��������� **����� !�(�,*"�� !��,!�� ��+,"�� !,*�!!+�� "�"�""��� �',��*"��

��!+++ !�(�������� +�������� !+������ !�(�('��� !�'�,�� ,��"��� !,(�"�(�� *!'�,'*�� +'+��*!��




000

��.���� !�(�'!,���� +"������� ��(����� !�(�**��� !�,"��� '������ !,,�**'�� *!��'!*�� +'��,�(��

������� !�,���!���� +!������� ,!'����� !�,�'���� !�("+�� "�!+��� !,'�**"�� *!��+,*�� +'*�*(,��

��9�	�� !!��,",���� �,������� ��,*"���� !�*�*���� !�(*��� '�'(*�� !,+�(�'�� �*��('��� +�+�"*���

��/�	�� !���"'����� "�������� (�(�"���� !�+�*,!�� !�('��� '�"!��� !,+�!(*�� *���"+��� +,+�*�*��

��9�� !�+�',����� **������� !���,���� !!����+�� !��*(�� '�'�"�� !,+�+",�� *���+"(�� +'��+����

��.���� !!!�(**���� *,������� !�(*"���� !!��*'*�� !��"��� ,�*'"�� !'��"�'�� ��*�!,+�� **����,��

��.���� !!��,,����� *�������� !�"*(���� !!,���,�� !��,��� ,�*+*�� !'���!'�� *+(�,�+�� !��,'�,+,��

��/���� !!(�*,'���� �'������� ���(+���� !!'�+'+�� !��!��� '��+*�� !'(�***�� +�!���,�� !��''�!!���

�������� !!��,",���� �,������� ��,*"���� !�����,�� !��!+�� '�'!'�� !'��*+��� **(�"�!�� !��,!�'!*��

��F��� !!*�*'(���� "*������� ��**,���� !�!�*�'�� *'�� '�**(�� !(,�(�!�� *+(�+���� !���*���(��

��#�&� !!+�(�"���� ""������� (�!�(���� !���','�� *,�� ,��,��� !((�*+!�� +(��,�,�� !��",��+,��

������ !���"'����� "�������� (�(�"���� !�,��**�� *,�� ,�,���� !(,�++'�� +'��+�(�� !��*'�+!+��

��	�����

?��
���
,

��6	��
�

 ������

�%�
����

7�	��
�

��7�	�������

F�
�	�

��	&�����
(

��/���

F�
�	��

 �����

?�����

?��
���

!�� 
��� ���������
����������
�����	���.����	�����!�
���1����
�����������
������	��
�������	����������
�	����������	��������������
���������
(��1����
����	������������	����	���
���������������	&�����
,��/���	���.����	��!++'�������
������
�������1���	���������E��B����1������������



Central Bank of Malta, Quarterly Review, December 2002116

���	��!������

7	�&�����

�����	�

7������

�����	�

7	�&�����

�����	�

7������

�����	�

7	�&�����

�����	�

7������

�����	�

7	�&�����

�����	�

7������

�����	�
!++" *�* *"��'(������� !'�'!��������� ",�*(�������� !!�"!'����� �!� !(!���(����� !��'++

!++� +�* +��!��������� !���,'�������� "!�"��������� !!��(������ !** !(!��"!����� �!����

!++* !��*� !�'�*������� (!�*���������� '��("*������� !��+,+����� !', !(��!�"����� �,�!'*

!+++ +!� !���++"����� ((�!���������� ,����+������� !���"'����� � !(,�'*(����� ���+++

���� ,+� !���'+! ,"�('* '���(* !+���" � !',�!�� !!���,


00� �������� �������� �������� �������� ��������� �������� ��������� ��������

9�	� '�" !�����,����� "��!,(�������� '*�!,�������� !��*�,����� � !,!�*�'����� !"��!"

.��� '�+ +����!������� "��*+,�������� '"��"!������� !��',"����� � !(,�+�"����� ����!'

����� ��( *��**+������� '��'('�������� '"�'+�������� !!��*!����� � !('�*,������ �,�(��

���� +(! +,��+,������� ,*�"(��������� '*�,"�������� !��('������ !� !("���,����� �(�,�!


00
 �������� �������� �������� �������� ��������� ��������� ��������� ��������

9�	� +,, +��!(,������� ,(�","�������� "'�,!+������� !��,'+����� �, !(���!,����� �'��+'

.��� �"' **�*(!������� ,"��**�������� '*�+��������� !��,+"����� + !(+�!+*����� !+�,�'

����� �+� +!�!+�������� ,,��+!�������� **�"'�������� !��(+������ �! !�+�*�,����� �!�+!,�������� �������� �������� �������� ��������� �������� ��������� ��������

�7	�&�����

�����	��

�7������

�����	��

�7	�&�����

�����	��

�7������

�����	��

�7	�&�����

�����	��

�7������

�����	��

!++" �!������������ (������������� !(!�+,*��� ��,�' �!��+"������ '���������������

!++� "+��(!�������� ��+�,��������� !�!�+",��� ��'�' ��"�"*!����� "����������������

!++* �+��,(�������� ��*����������� !**�(!���� ���"* �,'�*',����� "����������������

!+++ +,�!*+�������� ��"""��������� �!*��'(��� ��*(� �"+�!!+����� +����������������

���� +'�+*"�������� ��''���������� �(,�!�( ,��'( �*'�"�� '����������������


00� �������� �������� ��������� �������� ��������� ��������

9�	� +!�+'��������� ��'*"��������� �(+��+'��� ,��+* �+'�"*!����� ��

.��� *'�*�,�������� �������������� �('��*'��� ,�!"" �+'�+!!����� �

����� +��"*'�������� � �(��*"���� (��+" (�!��!*����� "(,������������

���� *'�!"+�������� � �,!�*����� (�"+� �+'��������� (+'������������


00
 �������� �������� ��������� �������� ��������� ��������

9�	� *+�'*!�������� '���������������� �,'���,��� (�'+( (�+�!"'����� !"+������������

.��� **�'�'�������� !��������������� �,��*+!��� (�'*! �++���'����� �'�������������

����� +(��"*�������� +���������������� �,!�!�(��� (��(+ �+'�**������ ((+������������

�7	�&�����

�����	��

�7������

�����	��

�7	�&�����

�����	��

�7������

�����	��

�7	�&�����

�����	��

�7������

�����	��
�� �������

!++" �!(�,"������ (��*'!������� !��!*"�������� +(�,*(������� ,�",�������� +�!�"'������ �,+�'�'����� !�!�!�!''��

!++� �('�*�"����� ,������������ *���!���������� !!!�!+!����� '�,"�������� !���"��!��� �'��(!,����� !��*(�'�"��

!++* �""�!������� ',��,*������� ��*������������ !�,��('����� (��('������� !�!(+��+��� �,(��""����� !�(*��('"��

!+++ (!(�"�'����� ���!(�������� +�(!(���������� !("��"������ ����'������� !��*'�+�+�� �(*���(����� !�'�,�"'���

���� ("��+�!����� "��*"!������� '��'!���������� !"(�,,������ ����'������� !�,(!�",!�� ��!�"�!����� !�"'(�(!���


00� �������� �������� �������� �������� ��������� ��������� ��������� ���������

9�	� (+���(������ *��(("������� '��'!���������� !'��'+!����� ��*�+������� !�,�'�(!+�� �((�(�(����� !���*�",���

.��� ,!��!�!����� "'��**������� ��(+'���������� !"(�"!"����� (��'*������� !�,"'�"�,�� �(��'''����� !�"+"�!�+��

����� ,���!,'����� "'�!!!������� ��'*+���������� !�+��!!����� "�,*'������� !�,+��*+*�� �(!�(*������ !���+��*'��

���� ,,��,,������ "'�+("������� +�"������������ !�,�*'(����� '���*������� !�'�(������ �("�"������� !��,��(�,��


00
 �������� �������� �������� �������� ��������� ��������� ��������� ���������

9�	� ,''�"�(����� "���!'������� +��'����������� !'!��(������ "�,'+������� !�'���",+�� �,(�,',����� !��'!�!�(��

.��� ,"+�,("����� ""�!+*������� *�,�,���������� !'��+'������ "�(!+������� !�'!"��"��� ��*�("'����� !��,'�!�'��

����� ,+��,'������ �'�,�!������� ��*�"���������� !("�,�(����� !!�!�,����� !�'����"��� �"*��*(����� !��**�*'���

��������

,'�*!'

,'�",�

,"�'�*

,'�"((

,"�'*�

,(���!

,'��,�

�9�+�
���	


+"93'
93�
9�693��'
"4�'�93��3-

�"
�:�
%5�69��
93�
%4�+��
'���"5'
�7
�9��-"57�

%�
�

���

7�	��
�

/�	������	����
����
�	���� �9��������	����%��	�����
�8���	�
 	�����	������	������
�

0�������������

%�
�

���

7�	��
�

!��?�������
��
&�����������
�
������������9�����E��B���F�
�	�E��B����1������������2�������������	�����3���
�1���	���������

E��B����1������������2����	���.����	��!++'3���7�����������	���������������	��������������
����	�����J�����������	������

6�&�	�����������	���������
�����
�����
�������������
���	���������	�����	��	�������������

%�
�

���

7�	��
�

��7�	�������
�F�
�	���	&������ ��/���F�
�	�� � �����?�����?��
����

�8
����������
�5������

 	�
����

��
������
������
�

�
��	����	��

�E���
������
�

0����	��������

�@������5�����	������
�

 ��	���� 	�
����

�7	�&����>7�����������	��

",�!!(

"��,"�

,���*!

,"��*�

,"�*+�

��������



Central Bank of Malta, Quarterly Review, December 2002 117

��)�����!������
F&�	�!���������

!�������

F&�	�!����������

'�������
��F&�	�'������� ��� �����

!++! /������ '���,*������ !����*'������ +����(������ �(����'������ ,*��(!!������
� 1���	����5���� ���'������ ��""������ ��,"������ "�""������ ���+������
!++� /������ '"�''������� !�'�'*������� ++�*("������ �'��!+������� '(+�!"�������
� 1���	����5���� ���,������ ���!������ ��''������ "�"������� ��!!������
!++( /������ "��*('������ !(,��,+������ !!���'"������ (!*�""������� "(��"��������
� 1���	����5���� ��,+������ ��+������� ���+������ "�'(������ ��!'������
!++, /������ �'�'(������� !'"�!�������� !((�((*������ (,���(+������ �!���!*������
� 1���	����5���� ��"������� ��++������ ��+������� "�"!������ ���"������
!++' /������ +����+������ �!(�,�*������ �!��(*������� ,���"!"������ +,+���'������

1���	����5���� ��*+������ *��"������ ��+"������ "�*+������ ��,+������
!++" /������ !�+��,*������ �,+�'''������ �(��,*������� ,+(�'!������� !��+!�"�"������
� 1���	����5���� *��(������ *�('������ *�(,������ ��!(������ ���"������
!++� /������ !����*������� ��+�!'"������ �,+�+,������� '''�!�������� !���!�'!�������
� 1���	����5���� ��+'������ *�,������� *�,������� ��(������� ��*�������
!++* /������ !!!�(�������� (�'��!!������ �*��!+,������ '�*��,!������ !��+��'!+������
�� 1���	����5���� *��!������ *�(������� *�'!������ ��(*������ ��+(������
!+++ /������ !'*�(+'������ ,!,�(!"������ (�,�('������� "",�,"������� !�,((����������
�� 1���	����5���� ��,(������ ��'*������ ��"!������ "�,,������ ���+������
���� /����� !���""������� ,�"�+!'������ (('�"�+������ ",��"*������� !�'*��*+*������

1���	����5��� ��(*������ ��(!������ ���+������ "�,"������ "�+�������

00� ������������ ������������ ������������� �������������� ����������
9�	� /������������ �"����+������ ,+��!(,������ (,��("������� "�"�+(+������ !���!�""+������
�� 1���	����5��� ���*������ ��',������ ���������� "�'"������ ��!"������
.���� /������������ �!+�(�!������ ,�!�*("������ (,*�(�(������ �'*�''(������ !��+*��*(������
�� 1���	����5��� ��!,������ ��(*������ ��",������ "��"������ "�*,������
������ /������������ ����+�*������ ,*���+,������ ('!��'������� ��(�+'"������ !�*('�+�"������
�� 1���	����5��� "�+(������ ��!"������ ��,+������ '�*!������ "�"�������
����� /������������ ����*!"������ ,+���++������ ('!�*+(������ �**�",!������ !�*"��"�'������
�� 1���	����5��� "��������� "�*������� ���������� '�'������� "�((������

00
 1���	����5��� ���������������� ��������������� ������������������� ����������� ���������
9�	� /������������ ��,�'�������� '!!�*�!������ (''�"�'������ �*!�*(������� !�*�(��*�������
�� 1���	����5��� "�,������� "�,,������ ���!������ '��,������ "��'������
.���� /������������ ��"�'(+������ '�(��"+������ ('(�"**������ �,+�,,������� !�*'(�,,(������
�� 1���	����5��� "�,������� "�(������� "�+������� '��,������ "��,������
������ /������������ ��*�,!,������ '('�*�������� ('"�+�������� ����(*������� !�*+*����������
�� 1���	����5��� "�,(������ "�(������� "�+*������ '��(������ "��!������









�9�+�
���,
��%"'��

*"3�7
�93<
+"93'
93�
9�693��'



















�+9''�����
�7
'�D�
93�
�3��5�'�
59��'�

��������	��!�����

! ��	 �
� ��	���� �� �
�� ��������������� �
��� �����
� ����� ��
 �
&����� �����
�
 �� 	���
���� ��
 ����	���
���� �� 
�������

��
 ��	���� ��		������� 1���	��� 	���� �	� ����
��
 �&�	���� �� ���
 ��I� �	���� 1����
�� @�E0 @��� ?���� 29����3 E��B

?�
�����	���.����	�����!���������������������������������������������������������������������������������������������������������������������������������������������������
�������	���<����
����
��
�����	�������������	�����
�����
��������
��	��������
�� ������	�����?���
�����
�������
�����
�

��I�����?�������
�/
&�������

%�
����7�	��
�



Central Bank of Malta, Quarterly Review, December 2002118

�������	��!�����

��)�����!������
F&�	�!���������

!�������

F&�	�!����������

'�������
��F&�	�'������� ��� �����

!++! /������ "!��*������ �!���'����� �'�!!'����� !!��*�"����� �!*�,�"�����
� 1���	����5���� "�+,����� ��'������ ��*������ *�((����� ��*������
!++� /������ "��'*!����� �'�**(����� �'�",*����� !(��+!������ �'����������
� 1���	����5���� "�+"����� ��'������ ��"*����� ��'(����� ��(+�����
!++( /������ �!�*�"����� �"�+������� ���+�'����� !(���������� �'*�++(�����
� 1���	����5���� ���!����� ���+����� ��(������ "��"����� "�",�����
!++, /������ ���,!+����� �"�,(������ �(�'+*����� *,��!+����� ��"�,""�����
� 1���	����5���� ���!����� ��*(����� ��++����� ��������� ��((�����
!++' /������ �!��((����� �(�(�,����� !!�+"!����� ,��,!������ !,��,�*�����

1���	����5���� ��������� ��������� *��!����� ���!����� ���������
!++" /������ ����(+����� ����!(����� !!��!(����� (*�+!,����� !,+�(�+�����
� 1���	����5���� ���!����� ��*(����� *�!,����� ���!����� ���,�����
!++� /������ ���,,+����� (��'+������ !��"������� �*��!,����� !,!�*"������

1���	����5���� ��������� ���+����� *�!������ ���+����� ���*�����
!++* /������ �(�,(������ (���*������ !!�!(!����� �'���'����� !,��,(������
� 1���	����5���� ���(����� ��������� *�!������ ��!'����� ��(!�����
!+++ /������ "*�,,������ '"��"������ *�,!*����� !*�(,+����� !(���(*�����
� 1���	����5���� "�,������ "�"'����� ��"!����� "�'*����� "�'*�����

000
9�	�� /������ "*�(++����� ,'�*�,����� *�'�*����� !+�"(+����� !,��,+!�����
� 1���	����5���� "�,������ "�*������ ��'*����� "�'(����� "�"������
.���� /������ "*��!'����� ,+�'!������ *�,������� !+��'+����� !,'�*+(�����
� 1���	����5���� "�,!����� "��(����� ��'!����� "�'!����� "�'+�����
������ /������ "*�,,������ '"��"������ *�,!*����� !*�(,+����� !'!�(�������
� 1���	����5���� "�,������ "�"'����� ��"!����� "�'*����� "�'*�����
���� /������ "*��,������ '���(������ !�""������ ��"������� !�+�(""�����
� 1���	����5���� "�,������ "�'������ *�(������ ��((����� "�'������















9�693��'
�+9''�����
�7
'�D�
93�
�3��5�'�
59��'
�
















�9�+�
����
"�:�5
�93<�3-
�3'���4��"3
+"93'
93�


�������	���<����
����
��
������	�������������	�����
�����
��������
��	��������
�� ������	�����?���
�����
�������
�����
�

��%�
����7�	��
�

��I�����?�������
�/
&������
�

!  
��  ���� ��� 
����������
 �� �	�� .����	� ���!� ��	 �
� ��	���� �� �
�� ��������������� �
��� �����
� ����� ��
 �
&�����

�����
�
 �� 	���
���� ��
 ����	���
���� �� 
������� ��
 ��	���� ��		������� 1���	��� 	���� �	� ����
��
 �&�	���� �� ���
 ��I�

�	�����



Central Bank of Malta, Quarterly Review, December 2002 119

9�	� .��� ����� ���� 9�	� .��� �����

�3��5�'�
59��'

�

�������
���.

 � � � �������� �������� �������� �������� ��������

���������5���� '�'� '�'��� '�'��� '�'��� ,��'�� ,��'�� ,��' ,��' ,�'� ,��' ,��� ,��� ,���

0���	���1���	&�������5����
��

� � � '�,'�� ,��'�� ,��'�� ,��' ,��' ,�'� ,��' ,��� ,��� ,���

9�����9�	B���1���	&�������� � � � �������� �������� �������� �������� ��������

 �	����������5����
(

,�+, '��!�� '����� '�,(�� ,����� ,����� ,��( ,��( ,��, ,��� (�+' (�+' (�+'

5�&�	���5����5����
(

'�'� '�,��� '�'��� '�'��� ,�*��� ,�*��� ,�*� ,�*� ,�'' ,��+ ,��'N ,��'N ,��'N

����
���20������	�����
3�?����

��������
�,

"��� "����� "����� "����� '�(��� '�(��� '�(� '�(� '��' ,�*� ,�'' ,�'' ,�''

F&�	���
�������������������
'

��'� � � � !�*��� !�*��� !�*� !�*� !�'' !�(� !��' !��' !��'

5���	&��5�<��	�������5�����	����� ��'� ������ ������ ������ ������ ������ ���� ���� ���� ���� ���� ���� ����

�����=��.
*��.��
"))����
5����

,

� � �

F&�	���
� � � ,�+'�� '�'��� ,��'�� ,��'�� ,�,, ,��' ,�'� (�"' (�'� (�+�M (�+�

!����B� � � '��"�� '�'"�� ,��,�� ,��*�� ,��� ,��" ,�'� ,��' (�+� (�++ (�++

!�����
� � � '�(*�� '����� ,��'�� ,�+��� ,�*�M ,�*�M ,��(M ,�'*M ,�!'M ,�!(M ,�!"M

(�����
� � � '�'!�� '�+'�� '����� ,�+�M ,�+(M ,�+(M ,�+(M ,�*�M ,�('M ,�((M ,��'M

�������
*���&
���.�
�

� � � �������� �������� �������� �������� ��������

8���
��
�/&�	������������5���� ,��� ,��,�� ,�(+�� ,�,��� ,�(��� ,�!��� ,��� ,�!* ,�!� (�+" (�*! (��� (�'"

0�		���� ��!" ��,��� !�(��� !�,+�� !�!!�� !�(��� !�(( !�!! ��+� !�,* !��' !�!� !���

��&���� (��� (��!�� (����� (��,�� ��*!�� ��'��� ��'* ��'+ ��,� ���� !�+* !�+� ����

 ���� '��! '��+�� '�('�� '�('�� '�,(�� '��'�� '��' '��" '��' ,�+* '��� ,��* ,�,� ���

8���
��
�/&�	����?��
����5���� ��,+ ��+(�� *��,�� *��*�� ���*�� ���(�� ���* ���! "��' "�'� "��* "��* "��'

-���������
'��#������
 � � �

 	����	��E����
*

� � �

!�����
� � '����� '�!+�� '�,(�� '��'�� ,�*'�� ,�*" ,�*" ,�*' ,�*� ,�!� ,�!� ,���

(�����
� ,�+, '��!�� '��'�� '�,+�� ,�+'�� ,�+��� ,�+' '��, '��, ,�'( ,��, ,��! (�+"

"�����
� '�!" '�(��� '�(��� '�'��� ,�+��� ,�+,�� '��� '��* '��+ '��, ,��' ,�!, ,�!�

!����	� '�(, '�,��� '�,��� '�'��� '�!��� '��(�� '��" '��* '��* '��* ,�,� ,�,� ,�,� ���

6�&�	����������B�
+

� � � �������� �������� �������� �������� �������� ���������������� ���

!����	�� '��� � � � � ,�++�� '��" '��! '��, ,�,� ,�!' ,�,� ,�!�

'����	� "�"� "�"'�� "�*��� '�*��� '�,"�� '�((�� '�'� '�,+ '�," '�,� '�'" '�(+ '�(�

!�����	� ���* ���(�� ���"�� "����� '�''�� '�++�� "��+ "��� "��! "�!' '�+� '��" '�""

!'����	� �������� ��,+�� ��"��� "�,��� "��(�� "�(+�� "�,, "�,+ "�,+ "�,, "�!, "��� '�+(

������	� � � � "�*"�� "�!,�� "�"��� "�"� "�"� "�"� "�'' "�,� � �

*9+�9
'�"�<
�>�:93-�
':95�
�3��> !��� !��, !�'� !�!! (��* ((�" �*!* �'�� ��'� ���� �!!* !++� !*�+

*� 	����	��������	���	����	B�������
��
��&�	��������
��� 	����	���������	�����������
�����	�����������	����

�9�+�
���1

��393��9+
*95<��
59��'

'��/���	���!'�.����!++"���
��0���	���E��B����9����������
������������	��������&�	���
��������������������������/���&�	���
��
��������������������

	����	�
���
����+���������	�!+++�

���1��������
����(��/�	���!++*����
�������������J�����������������
��������	����������	����='���
��'��������������	�������&������/���	���.����!+++������

�
���������
������	�������	&�������	�������������������������
�
������������	��
���������
��
��������	����

,��F���	�
������	��������������!'2�3B�����
��0���	���E��B����9�����/����!+"��

(���	���.����!+++��
������	��������	���������������
�����
��E��B��������	����
��	�����
�������!,�
�����)�����/�	����������
��0���	���E��B����9�����

��J����
�	��������	���		�
�������	����	�����/���	���9���������������	���		�
�������	�&�	���	����	���� 
����	������	������
�����
���������	�����
�����������

����
����
�����
������
��8
������������������	�&�	���	������	���	��
���������	��
��
��	�������
�����
�����
��N������	��������
����		�
�	�2������	�������'�

������������3����B�
�����
��0���	���1���	&�������5����

����
���!

!+++

+��6	����	�
������������
�������
�����&������B����7�	��
����������
�	���	����	�����������	���������	����

!++*!++' !++" !++�

!��%�
������	��
�	����������	����������	�������

����

"�1���
�������������
�����������
������	���B���	B����	�������
�����
�����������	��B�2M�3��	��	�������
���&�	��������������	������������
�����
��0���	���

E��B����9����� 
�����	���
��	���������
��
��	�
�����������������	���	���	�
����
��������
������������	���B���	B���
���5��������	���
����9���������	��
����������
������������
�
����	���
����������������		������ 
������
��
��&�	����	������������
��������������������
����

�����
�����������
����������	�����	����



Central Bank of Malta, Quarterly Review, December 2002120

6��
�
( �0��&�	������

0�		�������

�19���

5�����
�

/������
,�

 �����

��	�����

/������

!++� !��+�+��� (*��'����� ((�"!*��� ,���!�,�� � ,���!�,�� !��"(+�� ,,,��"(���

!++! "�,(���� (""�*����� (��!�'��� ,!��,(,�� � ,!��,(,�� !"�,'!�� ,�"�**'���
!++� +�!�!��� ,('�*'���� (���"!��� ,�'��!+�� � ,�'��!+�� !���!!�� ,+���(����

!++( !���!"��� ,+��('*��� (��*����� '((�,�!�� � '((�,�!�� !"��+,�� ',+�,+'���
!++, ��(!,��� '���'�!��� (��*�+��� "!��",,�� � "!��",,�� ����+��� "+��,(,���

!++' (�'+"��� ,�!��+���� (,������� '�*�"+(�� � '�*�"+(�� �������� '*��������
!++" (�","��� ,"*�'�(��� ("�,�*��� '�*�'���� � '�*�'���� ,'�',��� '',�!!+���

!++� !�(!!��� '�!�(�+��� (*�+!���� ',!�"���� � ',!�"���� ����""�� '"!�""*���
!++* "**��� '+*�*�,��� ,��,�+��� "(+�++!�� ��� "(+�++!�� ��� "(+�++!���

!+++ �(���� ��,��*,��� ('�'!���� �,��((+�� ��� �,��((+�� ��� �,��((+���
���� ,'���� "�"���!��� ("�+,���� ",,�!"(�� (�"''��� ",��'�*�� � ",��'�*���


00�

.���� ,�"��� '+(�,!'��� ("�+�*��� "(���++�� ��',*��� "�*��'!�� � "�*��'!���

����� '�'��� '**�*,!��� (��('���� "�"��!��� ,���,��� "���,,(�� � "���,,(���
9�	�� '�,��� '+(�"'"��� (��,,'��� "(!�"�'�� (��,!��� "�*�'*,�� � "�*�'*,���

/�	�� ,('��� "���,(*��� (��,�"��� ",��(���� ��*�(��� "(��,+"�� � "(��,+"���
9�� '((��� "!,�('���� (*�(,���� "'(���(�� !�,*"��� "'!��(��� � "'!��(����

.���� ,*+��� "�+��",��� (*�!����� ",��*'(�� ��*"(��� ",,�++��� � ",,�++����

.��� '(!��� "(���**��� (��*�*��� "�'�,���� !�!����� "�,�(���� � "�,�(�����

/��� '(,��� ",+�','��� (��*(���� "*��+!"�� !�+(���� "*'�+*,�� � "*'�+*,���
����� '""��� "',�!*���� (��*!���� "+��'",�� (�"+*��� "**�*""�� � "**�*""���

F��� '����� "*��+(!��� (��*����� ��!��*!�� ��!�"��� �!+�!�'�� � �!+�!�'���
#�&� ,"���� �!��('���� (*�!"���� �,*�+*"�� !��(���� �,��+'"�� � �,��+'"���

���� "�+��� ��!�+("��� (��*"(��� �"��,�*�� � �"��,�*�� � �"��,�*���


00


.���� "+���� �,(�*!*��� (*�!�'��� �*��"�!�� +�,��� �*!�",��� � �*!�",����
����� '+"��� �"��(+"��� (*��!*��� �++��!!�� (�'!���� �+'���!�� � �+'���!���

9�	�� "�!��� �,��"",��� (*�!+!��� �*"�,'"�� (�,����� �*(���+�� � �*(���+���
/�	�� "����� �(��+"���� (��+"*��� ��!�'(!�� � ��!�'(!�� � ��!�'(!���

9�� "�"��� �(,�,�,��� (��+'+��� ��(���*�� � ��(���*�� � ��(���*���
.���� ',(��� �,��",���� (��,++��� �*��"*,�� � �*��"*,�� � �*��"*,���

.��� ,'+��� ��'��"���� (��'!*��� *!(��,,�� !�+�'��� *!!�((+�� � *!!�((+���
/��� ,"+��� �*+�',!��� (��"("��� *���",'�� � *���",'�� � *���",'���
����� ,*!��� *�(�+�*��� (��,'!��� *,!�*"��� !��''��� *,��"�"�� � *,��"�"���

�9�+�
���2

3��
�"5��-3
9''��'
"�
�:�
�93<�3-
'7'��*

�

���	��!������

%�
����

7�	��


0���	���E��B����9�����
�

 �����

2/=E3�

��	�����/�����

���	�����

?�����������
#���2/3

' 0���	����� �������	�C ��	���� ��		���� 
������� ��
 ���B��� ���
� �
��
 �	� 
��
 ���
 �
� 0���	�� E��B �� 9����� ��
 ��
�	

������������
���	��
��
����
��
�� 	����	��

6�&�	������

G�7�	��������

0��������
'

2E3

!�F�����	����������

(��1����
����������������������
�	��	��������������
,�1����
��19��	���	&�������������
�
��
����������5��

��)�����!++*������	���
��
���������������
��9�����	��/��
�	��������
�������	������
�����
��0���	���E��B���
������������������

 	����	������������
��������	���!++*�����	������������
����	����������������
��0���	���E��B�



Central Bank of Malta, Quarterly Review, December 2002 121

/������ ?����������� #����203� /������ ?����������� #����2�3�

!++� �*��''*��� !,��"++��� !(+�*'+��� '*,�"����� �� �� �� '*,�"�����
!++! (,,�'+*��� !�'�',"��� !"+��'���� '+'�+(���� �� �� �� '+'�+(����

!++� ,('���"��� �("�,"���� !+*��'+��� "+��+*+��� �� �� �� "+��+*+���
!++( ,*��'�!��� �++�*'���� !*��"",��� �(��!'+��� �� �� �� �(��!'+���

!++, ,!'�**���� ��*��*!��� !*��!�"��� *���',���� �� �� �� *���',����
!++' '""���,��� (,!�(�(��� ��,�*(!��� *�'�'(!��� �("�!,*��� �!*�*����� !����"��� *���*�����

!++" '+"�!�*��� ,!��!"(��� !*'�+"'��� �,���*,��� ,'*�",���� ,("���"��� ���(""��� �"��,'����
!++� ',,�"����� ,!(�+!���� !(���''��� "+��,�(��� *!'��*���� �"(���'��� '����'��� �,,�,�*���

!++* "���(',��� '!*�''���� **��+���� ��*��**��� !�"���,'���� !�,���*����� !,+�"'���� *�*�,(*���
!+++ ""!�''���� "�'�"�(��� ''�**,��� �+"���(��� ��(���*����� ����,�*'���� !���+'!��� +"+�!�,���

���� *!"��,"��� "+���!(��� !�"��((��� �"���,!��� ���(*���,��� ��'('�!*"��� ��(�'(*��� +�����+���


00�

.���� *���((,��� "+���'���� !�*��*,��� �'"�'('��� ���('���+��� !�*(,�"'"��� ����''(��� +'���**���
����� *(��"+���� "+'��+!��� !(,�+�"��� �'��(,+��� !�+*���,���� !�*'��*�(��� !���,(���� *�+��*"���

9�	�� *(*���(��� �!"�"**��� !����!'��� �'��'++��� ��!+!�'"'��� �������*���� !!,���*��� *",�*�����
/�	�� *''�!("��� ����!�'��� !,*��(!��� �*'�'����� !�+�(�"!*��� !���"�"!'��� !�����(��� +!��'(!���

9�� *'��*!���� ����"!!��� !'�������� *�(�+(*��� ���('��,'��� !�*(+�*,���� !+'���(��� +++�!,����
.��� *((�""���� "+(�!�"��� !,��',!��� �*'�'(!��� !�+!��'+���� !��!��+("��� !++�"',��� +*'�!*"���

.��� *!���,!��� "+��++���� !!���,,��� �+!�'�!��� !��'����!��� !�'''�!'���� ���������� ++(�",(���
/��� *�(�+����� ����,+,��� !�(�,�*��� *�+�,!(��� !��!(�*����� !�'���!'*��� �!(�""(��� !���(���'���

����� *!"��*,��� �!'�!,*��� !�!�"("��� �+��'����� !��'��",'��� !�''!�!!"��� ��"�'�+��� ++���(!���
F��� �*,�*+*��� "���'',��� !���(,,��� *�"�'!+��� !�+�'�(++��� !�"+'�+((��� ��+�,""��� !��('�+*'���

#�&� *!!�"!(��� ��(��*(��� *��*(���� *('��*"��� !�+(���("��� !���*�+�'��� ��*��"!��� !��"(�*,����
���� *�*���!��� ����*"*��� !�'�*((��� *""��"!��� ��,,,�!+"��� ����"�+!���� �!���*"��� !��*(�',"���


00


.���� *!!�"+���� �,��+(,��� ����'"��� *'��,�(��� ���,"������� ���!+��"'��� �����!���� !���+�,!'���

����� *!'��,���� �(��+"���� *���*���� *���+*!��� ��!+��',���� !�+",�*!,��� �����((��� !�!�'��!,���
9�	�� *!��**���� "*��'',��� !�*�(((��� +!!�("���� ��(*!�'(!��� ��!,��!*���� �(,�(,,��� !�!,'���"���

/�	�� *!*�"�!��� "'+�+�+��� !'*�"����� +(����(��� ��(**�(*(��� ��!'��**(��� �(��'����� !�!"����(���
9�� *(,���!��� "�,�+"���� !'+�!�,��� +(��!!���� ��,"!���!��� ���!��*''��� �,(�,!"��� !�!�'�'�+���

.��� *�*��"���� "�'���,��� !'���+(��� +((�,����� ��,(����"��� ��!+'�',���� �("�'�+��� !�!�����"���

.��� **(�*,+��� ����,!"��� !*(�,((��� ++,������� ��,++�!"'��� ���'��!'*��� �,+������� !��,(���*���

/��� ***���"��� "+��,�'��� !+��'(���� !��!*�!����� ��'+"�"'���� ��(,,��""��� �'��'*"��� !������"(���
����� +,*�!+���� ��,�*'(��� ��(�(,,��� !��"(�+'���� ��'���'*"��� ��(�'�**!��� �'!���'��� !�(!'�"''���

�9�+�
���2

3��
�"5��-3
9''��'
"�
�:�
�93<�3-
'7'��*

�

0���	��!��1

%�
����

7�	��
�

!�/���	���!++'��
�����	��������	����������
� ��	 �
� ��	����� �� �
��  ���� ����� �
� ������� �� @�E0 F&�	���� E��B 29����3 ?�
� ��
 E��B �� H������� 1���	��������

?�
� 2�� �� /����� ���!3� ���� �
� ����
�	� �����
��	��� �� @�E0 E��B 9���� ��� ��
 E��B �� H������� ��� 	�������&���� �	�

����� ���������
 ���
 �
� ������� 9���� E��B� ��
 ��� ���
 �
� 1���	�������� E��B��� 1������������ �� �
��� �� ��
�	 �������

1����
���
������������������
��F�
�	�E��B����1�����������C������	��������������	������

1���	���������E��B����1�����������
���

���	��!�����

��������9�����E��B��
��

� �����

2/=E=03�

�6	��
� �����

2/=E=0=�3�



Central Bank of Malta, Quarterly Review, December 2002122

F	
���	�
!� 6	�����  ����� F	
���	�

!���
0������

(  �����
?�����

?����
'

��	�����

?�����
 �����

!++� (�+�*+�� ��"�* ((��'"� ��(�,!'� !�*���" (*!�"+� �,,�!�( (,���� !(�*,! ,*��,! (�+!*
!++! (''�+(�� !"�(�, (���(�" (�!�+�+� !!'�,+( ,!��,�( �,'��+� (��(�' +�!!� (+�,*' �'�"!�

!++� (,!��""� !"�(+� ('*�!'* ((���!,� '*��!� (**��(� ��+�*�, ("���� *�* ("�*�* ����,
!++( (**�!�+� *�,�* (+"�"�� ("*�"�,� '+�"�( ,�*��+� �(!�"+� �*�*�� ��+�� (!���� !�

!++, ,!"��"*� !��*'( ,�*�+�! ,!��("'� "��(,� ,�����' �,(��*, �*���� !!�(�' ,����' �(���+
!++' ,*��*(,� ,�'!� ,*��('! ,'��,�*� ���(,, '���*�( �('�,�� (��'�� "'' ((�!'' ���(!�

!++" ,,��,��� ���*�' ,"*���' '�'�!+'� �(�'�� '�*���� �!!��,,� ���!�* (��,, �(���� �(����'

!++�
,

'�,�,!'� +�*�+ '!,���, '(*���"� !�(�(+� ",!�""* �!���,,, !"��,"( (��+' !���''* ,(�!!,
!++* '(+����� !���,( ',+�!!( '"+�!'�� +"�*," ""'�++� �!!"�**, !!����� �� !!����� �"�**,

!+++ "�*�!"*� +�"*, "(��*'� '*,�*(,� !�"�!�+ "+��+"' �'(�!!( *,���� �� *,���� (��**�

���� "(���',� +�',+ ",��(�( "!��"��� +*�''� �!"��(� ��(�+�+ � � � ��(�+�+

���! ""����*� !�(+� ""*�"�� "*"��(!� *��"�� �""�"'* �+*��(* !�!�+�� "�*�( !�*�*�� (���"�


00�

.����� ,��!!,� � ,��!!, '"�,!,� ���!� "(�,�( ��(�(�+ � � � ��(�(�+

������ "��'��� �* "��"�� ,'�+,*� ,�!�' '��!�( !��,�� � � � !��,��

9�	��� ,,��"+� � ,,��"+ '(��,�� !��,�' "(�'�� �!*��'( (����� � (����� !!��,�

/�	��� "(�"�*� !" "(�"�, '+�,�!� +��** "+��'+ �'�"(' � � � �'�"('

9���� ,+�!"�� , ,+�!", ''�!��� !!�,�� ""�'�, �!��,!� � � � �!��,!�

.����� ,+�*''� (! ,+�**" '��!�*� (�""* ''��+" �'�+!� ���,** � ���,** �!�'�*

.����� '!��,'� (', '���++ '+�,,(� "���' ""��!* �!,�!!+ �!�'�! � �!�'�! ��,'�

/����� '"�(+'� + '"�,�, '����'� *�+,� '+�!'� ����,* � � � ����,*

������� '���!�� !, '���(! '(�,+"� "�+�+ "��,�' �!���,, � � � �!���,,

F����� '+��'!� (�, '+�"�' '"�*+�� ,�+,( "!�*(( �����* � � � �����*

#�&��� ',�"*'� !�( ',��** "!��+,� !��'*' �(�*�+ �!+��+! ���+,! "�*�( ����", *�"�(

���� *"�*'�� ,'+ *��(!" *��'�(� �"�!�� �"�,�, !��+!� �!�+�� � �!�+�� (��**+


00


.����� ,+�(!!� �' ,+�((" '"�'(+� (�!(" '+�"�' �!��((+ � � � �!��((+

������ '��!��� ' '��!!� '��(��� *��*� "��(*� �*���' � � � �*���'

9�	��� '!��(!� �!( '!��,, '(�(**� !!�!�! ",�'�+ �!(��"' � � � �!(��"'

/�	��� "������ '!� "��'*� ���*"(� !!�!(' *(�++* ��!�,!" � � � ��!�,!"

9���� ',��!!� !'+ ',�*�� "(��*'� !��,�� �(�'"( �!*�"+( � � � �!*�"+(

.����� ,*�(�,� !"" ,*�,+� ''�+'"� ,�"'" "��"!� �!��!�� � � � �!��!��

.����� �,�*��� '" �,�+�* '+��**� !���*� "+�("+ '�''+ !+��,* � !+��,* �,�"��

/����� ',��'!� �' ',���" ',�"��� "�,!+ "!���" �"��'� � � � �"��'�

������� '����(� !( '���!" '*���(� '�*'� ",�!�� �"�+�" � � � �"�+�"

�9�+�

��

-"6�53*�3�
5�6�34�
93�
�>%�3���45�

�E�		�������%����
���	��
��������2�3�

�	���	�����
5���
����7�	��
�

���	��!��������

��!
��&���2���������9���
	�������
�	����9�	!
�����9����!�������:�����	!
��������
���!
�*

! 1����
�� �
� 6�&�	�����C� ����	������� �� �
� #������� 1���	���� ���
 2���
 ��� ����	������� �� �������	� ��
 ��� ����	������� �� ��	��

�� �
� ������ ����	��� /��� !+*�3� /� �	�� !++�� F	
���	� 5�&���� �����
�� �
� ����	������� �� �
� ������ ���
�	�����>��	��	������ ��

�
��	��������������	��	����D������
����	�&����������	����������
����B�������
��������&�	��
������������������

�5�&�����

,�/����������
��9������	�
��B��0�	��	�������������������?��,�"�����������������
�
���
�	��������������
���	��

(�/���	���!++��������
����������������
���	������		�
�����
������������
�	�����>��	��	�������

'�/���	������!������
����	�&����������	����������
����B�������
��������&�	��
�������

��1����
����������������
������	&������



Central Bank of Malta, Quarterly Review, December 2002 123

�1������

 ���

#���������

1���	�����

0���	���������!

H/ �G�

0% 

?���������

 �����G�

�������

�0�������

G�%������
� ������

!++� '���+!�� �!��(,���� �� �(�++(�� "����+�� �!+��+*�� !!���+��� (�+�*+��� ��"�*�� ((��'"���

!++! "!�"(��� ����,!���� �� ����!��� �'�+'!�� �("�",��� !!+��*'�� (''�+(��� !"�(�,�� (���(�"��

!++� �!�('(�� *��,"+���� �� �+�,,*�� *��(!��� �"(�'*��� �*�!*"�� (,!��""�� !"�(+��� ('*�!'*��

!++( *'�!!(�� +����,���� �� (��,,��� *(�',!�� �+"�!�'�� +����,�� (**�!�+�� *�,�*�� (+"�"����

!++, *��*'��� !�!�""(���� �� ,"�!���� ����'+�� (�����!�� !�*�("��� ,!"��"*�� !��*'(�� ,�*�+�!��

!++' ++��'*�� !!'�,*����� �*�!�*�� ',�''"�� (��'+'�� (*��,+��� !���((��� ,*��*(,�� ,�'!��� ,*��('!��

!++" +(�(�+�� !�"�!������ �*�"((�� '!�"�!�� (!�+*!�� (*!��!,�� "'��'"�� ,,��,���� ���*�'�� ,"*���'��

!++� !!��'(+�� !,��!*,���� *,�"���� ',��*��� ,(�!+��� ,(,�*���� "+�"�*�� '�,�,!'�� +�*�+�� '!,���,��

!++* !!��'"!�� !('�"'"���� ���"�*�� "��"�*�� '��"+*�� ,(����!�� !�"�*,+�� '(+������ !���,(�� ',+�!!(��

!+++ !�*�(',�� !,,���,���� *'���(�� "��+"��� ''�,�"�� ,*!��(��� !,��!(!�� "�*�!"*�� +�"*,�� "(��*'���

���� !,+�'!!�� !"���!����� !�,��"'�� ���,,+�� ''�!,!�� ',!�!*��� +!�'���� "(���',�� +�',+�� ",��(�(��

���! !""�(���� !�+��",���� !!,�""+�� ���*!,�� "��**"�� '+(��('�� �(�,+(�� ""����*�� !�(+��� ""*�"����


00�

.����� +��"(�� *�,�(���� +�"�"�� ,�,((�� '�!"+�� ("�+",�� (�!'��� ,��!!,�� � ,��!!,��

������ ���*(�� !���'����� +�"'!�� ,�!"(�� (��,��� ("���!�� �,�(�!�� "��'���� �*���� "��"����

9�	��� *�,*"�� !��',����� +���(�� ��',��� (�+�"�� ,!���+�� ��++��� ,,��"+�� � ,,��"+��

/�	��� !+�+*,�� !'�",'���� +��!*�� '�,!'�� ,�"!,�� ',�"�"�� *�+(��� "(�"�*�� !"���� "(�"�,��

9�� !���'(�� !'�+""���� +�(*,�� '��"��� (�+'*�� ,'�*�(�� (�((��� ,+�!"��� ,���� ,+�!",��

.��� !��"'��� !��!!����� *��'+�� '���'�� ,�(!,�� ,��+!'�� "�+,��� ,+�*''�� (!���� ,+�**"��

.��� !(��*(�� !(�'*(���� +�,'��� *�!,+�� ,�!!(�� ,*�(�*�� (�("��� '!��,'�� (',���� '���++��

/����� !��,,��� !'�+(����� +�'("�� "�("*�� ,��+(�� ',��"+�� ��(�"�� '"�(+'�� +���� '"�,�,��

������� !,���(�� !,��*'���� *�'"+�� '��!(�� ,�*�(�� ,��'�(�� ��",,�� '���!��� !,���� '���(!��

F����� !'�"�,�� !(�*�+���� !!��!+�� ���"*�� ��'���� '"��,��� (��!!�� '+��'!�� (�,���� '+�"�'��

#�&��� !��"�*�� !,��"!���� !!��,��� "�+'!�� ���+��� '!�!�+�� (�'�"�� ',�"*'�� !�(���� ',��**��

���� �"�''(�� �+�*�!���� *�'+��� "�,���� "�"'��� �*�!(*�� *��!+�� *"�*'��� ,'+���� *��(!"��


00


.����� *�"(��� ��+,(���� +�""!�� "��'+�� ,�'+(�� (���*"�� !����'�� ,+�(!!�� �'���� ,+�(("��

������ *���'�� !!��,����� *���"�� ��"���� (�*!��� (+�,�'�� !��"*��� '��!���� '���� '��!!���

9�	��� +�*"+�� !����!���� +��+��� '��*(�� ,�*!��� ,!�((��� +���!�� '!��(!�� �!(���� '!��,,��

/�	��� !*��'��� !'�+'����� +�+*��� ��'+��� ,������ '"���"�� '��+"�� "������� '!����� "��'*���

9�� !��("*�� !'�+""���� !!��!(�� ��!'*�� '��(!�� '!��("�� ��+�'�� ',��!!�� !'+���� ',�*����

.��� !(�"�!�� !(��,!���� ���'+�� '�+'��� ,�((!�� ,,���,�� (�"���� ,*�(�,�� !""���� ,*�,+���

.��� !*��,,�� !,�!*"���� !��+"!�� !!��'(�� '�'*"�� "���(��� !,�*,��� �,�*���� '"���� �,�+�*��

/����� !*���!�� !'��!+���� ��++��� "������ ,������ '(�!,,�� !�"���� ',��'!�� �'���� ',���"��

������� !*��((�� !'�!''���� ��*�'�� ����'�� "�(�,�� ''�!"��� ���,!�� '����(�� !(���� '���!"��

��!
��&��2���������9���
	�������
�	����9�	!
�����9����!�������:�����	!
��������
���!
�*

�9�+�

�


-"6�53*�3�
5�6�34�
�7
*9C"5
'"45��'

���	��!�����

7�	��
�
�#��� ����

5�&����(�
�F	
���	��

5�&����,�
��	�����

6	����

 �����

5�&����

,��/���	���!++��������
����
������	������������
�����������	��	������>���
�	����������	
���
��	��������������	��	�����

 ���5�&�����

!��1����
����
��6�&�	�����C������	������������
��#��������1���	��������
�2���
���������	������������������	����
���������	��������

�����	�������
�������������	����/����!+*�3�
���1����
���	�&�������	���
���
���
�
��������
�������������������	�!++,�
(��1����
����������0���	���E��B����9������	��������	�&����������	��������2����������3�����B�������
��������&�	��
�������2������

����3���
���
�	���������������	��������



Central Bank of Malta, Quarterly Review, December 2002124

���	��!�����

7�	��
 �7	�
����&� �1��	���	����	�� �������� � �����

����������!++� ,+�'�+������������ ,,�!�!������������ !,�","������������ !�*���"������������

����������!++! ',�+�"������������ ,!��'"������������ !*��"!������������ !!'�,+(������������
����������!++� (��(!������������� +��(������������� !"�"�'������������ '*��!�������������

����������!++( (,��"+������������ !,��(,������������ !��*�������������� '+�"�(������������
����������!++, ("�(�(������������ !(�++(������������ !����,������������ "��(,�������������

����������!++' ,(�+�!������������ !,�',!������������ !!�+�,������������ ���(,,������������
����������!++" ("�*!*������������ !+��*������������� !��,!*������������ �(�'��������������

����������!++�
��

'���'"������������ (��(,,������������ ����+������������� !�(�(+�������������

����������!++* ,'�,�!������������ (��!(������������� �!�(!"������������ +"�*,"������������
����������!+++ '��,*������������� ���'!'������������ �"�!(������������� !�"�!�+������������

�������������� ('�*�"������������ ((�*�������������� �*�+,"������������ +*�''�������������
�������������! �"�,�������������� �"�*�������������� ���(''������������ *��"��������������












00�

����������.���� (�+,"������������ *!*������������ ���,"������������ ���!�������������

��������������� ��(�(������������ !�'�*������������ (,,������������ ,�!�'������������

����������9�	�� (�+*,������������ ��'�!������������ (�+�������������� !��,�'������������
����������/�	�� (�(*(������������ (���*������������ (�(�������������� +��**������������

����������9�� ��++*������������ "�"(������������� !��"������������� !!�,��������������
����������.���� ��*'"������������ ��'+������������� �!��*'������������ (�""*������������

����������.���� ,�'�!������������ !�"(������������� '�(������������ "���'������������
����������/���� ��!+*������������ !�"�������������� '�!,+������������ *�+,�������������

���������������� !�+�'������������ (��"'������������ ���!������������� "�+�+������������
����������F��� !���+������������ !�*'!������������ !�("������������� ,�+,(������������

����������#�&� '�*,(������������ ��"�"������������ ,�!!"������������ !��'*'������������
�������������� �+�(!"������������ �!���+������������ ,���"������������ �"�!��������������












00


����������.���� !��,������������� !�!�*������������ �"*������������ (�!("������������

��������������� (�'!'������������ ���'"������������ ��'!"������������ *��*�������������
����������9�	�� ,�!+������������� (�!"������������� (��"������������� !!�!�!������������

����������/�	�� (��("������������ (�(!������������� ,�'*������������� !!�!('������������
����������9�� ,�(*������������� ��!!������������� (�+*'������������ !��,��������������

����������.���� +'+������������ ���!+������������ !�"�+������������ ,�"'"������������
����������.���� ,�**"������������ ,�!"*������������ !���*������������ !���*�������������

����������/���� !�"�(������������ !��!������������� (��((������������ "�,!+������������
���������������� !�*"(������������ ����+������������ !�+'*������������ '�*'�������������

��!
��&��2���������9���
	�������
�	����9�	!
�����9����!�������:�����	!
��������
���!
�*

�9�+�

�!

-"6�53*�3�
�9%��9+
�>%�3���45�

�7
�7%�
"�
�36�'�*�3�
�

!��/���	���!++��������
����������������
���	������		�
�������������	��	������>���
�	������
���1����
��������������9������	�
��B���������������?��,�"���������



Central Bank of Malta, Quarterly Review, December 2002 125

���	��!�����

!++' �!�,�" �*'�+'! ('��('� '(�,(( ,!���+� ,!,�,**

!++" !�*�+(' ('"�!!+ ,"'��', '!��*+ '!"�*,( ,*+�""(

!++� *+�+*� '�(�("+ "!(�(,+ '��,,+ ""(��+* ,+��+�(

!++* *(��!( "((�("+ �!���*� ,"�'!( �"(�'+' ,+!��"*

!+++ *(�(�� �!��!*, �+'�'�, ,,�,�' *(+�+�+ ,*(�!!�


000

9�	� !!,��"( �!��!*, *�"�,,� ,,���" *���,'( ,+���+!

.��� !�'�',� �!����+ *(*��"+ ,��'!, **���*( ,*!�!+�

����� !,,�+�" �!����+ *'����' ,��'(( +����(* ,�+�+�!

����� !���+*� �!����+ **'��!" (+��'� +�,�+"" ,"+�"�*


00�

9�	� !���*(" �,����+ +���'"' (*�*"* +'+�,(( ,�!�'+�

.��� !"���', ������+ +(���*( (���*� +�,�!"( ,(,��!�

����� !�'��+' �+!�"', +""�+,+ ("���" !���(�!�' ,�!�,((

����� !'+�,'+ *!��*', +���(!( ,��(�* !��!��"+! ,!"�*��


00


9�	� !+(���* *!��*', !���'�+(� (+�+�* !��,'�*(+ ,!,���(

.��� !+*�*�! *!��*', !��!!���' (��+�( !��,+�",* (+"�+(�

����� !+��,�+ *!(��(� !���'�,(+ (����� !��,��""" (*(�(��

!��1����
����?�������&���������5������	�
�����B��

��!
��&�����	���	�����:����#�6������
���!
�6������	
�����2������*

���5��	��������������
����������������6�&�	���������	�����
�
�����%����
������	�����������
��916/���
�1E5�������������

%����
��������6�&�	���������	������������	�������������B�������
��0���	���E��B�����9����������
�������9�����6�&�	������

�������
�����	��
�������	������
�����������������6�&�	��������	�����
�����

�9�+�
!��


-5"''
-"6�53*�3�
����
93�
-"6�53*�3�


-49593����
����
"4�'�93��3-

%�
����7�	��


�������������

 	����	��E����

9�����

6�&�	������

����B��
!

 ����

��	�����

?����

 �����

6�&�	������

����

6�&�	������

6��	�����
������
�



Central Bank of Malta, Quarterly Review, December 2002126

E��B����

������
��

#���E��B�

7������
(

� �����
E��B����

������
��

#���E��B�

7������
( � ����

��!++� '���������� '+�+"������ ,������ "���������� �+�+*������ !(����� (����������

��!++! !�'��������� !�,�'!"����� ,*,����� !�'��������� �+�*,'����� !''����� (����������

��!++� !����������� !!��,!'����� ��'*'����� !����������� ���+,+����� ���'!����� (����������

��!++( !����������� !!'�"�,����� ,�(�"����� !����������� �+�(*"����� "!,����� (����������

��!++, !����������� !!��*,'����� ��!''����� !����������� �+�(*������ "!(����� (����������

��!++' !((�!'"����� !",�,,+����� !��!!(����� !�,�'"������ '"��������� !'�!*,����� �!�,�"�����

��!++" �+"�!�!����� !",�'*,����� !"+�!!"����� (((��������� *,�,�+����� �,�'�"����� !�*�+('�����

��!++� ('!�!+!����� *(��+������ �,*�,,"����� ((���("����� '���!������ (���"(����� *+�+*������

��!++* �''��*(����� ,,�(������� ��'��!"����� �,+�'!"����� '��,(������ (!��*!����� *(��!(�����

��!+++ (",�(!,����� ����!������� !"!�*�!����� ("(�+�!����� ���*(������ '�,**����� *(�(�������

������ (,!�*"+����� ��"�"!!����� !',�+�'����� ,(!�'("����� !�(�'++����� ,+�(**����� !���+*������

�����! ,*�,������� (!��(������� ��"�*����� (�,�+*'����� !(��,�(����� ����("����� !'+�,'+�����




00� ���������� ���������� ���������� ������������ ����������� ��������� �

��.��� (+��+"����� �*�"�!����� !��'!(����� ,!�!!,����� !�'��,'����� ,+��'+����� !�'���,�����

������ !"��������� !*�'������� ��'*������ �!��*������ !,,��,������ ('��"������ !�+�(!,�����

��9�	�� ,,��������� !���������� �'��++����� ,���++����� !(��*�!����� ,���!'����� !���*("�����

��/�	�� ,+�,"+����� !,��������� !"�(�*����� (��(�*����� !!+�*�"����� (*�+!+����� !'*��,'�����

��9�� (!�*!!����� +��������� !*�'*+����� ���'*+����� !����,������ ����*!����� !',�'�(�����

��.��� ,"�*������� �"�!'������ ((���(����� '+�('(����� !�"�""������ ,��(*������ !"���',�����

��.��� ���*�'����� ('�""+����� *�*(������ ,,�'�"����� !,��,������� ,!�(!'����� !**��('�����

��/��� ('��*'����� �!�'������� ,�!�+����� �'�"�+����� !,!�*!!����� (��'!*����� !�+�(�+�����

������� ,*�(*"����� ���!!'����� !��!!������ ,,���'����� !,"�++*����� �*��+������ !�'��+'�����

��F��� ,'�"�*����� ''��!������ !��!*'����� "'�!+������ !���!*,����� ����������� !+,�**,�����

��#�&� ,!��*"����� ('�"!������ (�(�(����� (*�+((����� !*���������� !!�*�+����� !+���(!�����

������ ,*�,������� �+��������� ��"�*����� ("�*�*����� !(��,�(����� ����("����� !'+�,'+�����




00
 ���������� ���������� ���������� ������������ ����������� ��������� ��������

��.��� '*�+',����� '*�"�"����� "�(+,����� "'��������� !,!��+'����� �,�,!������ !"'�'�'�����

������ !*�'!������ ,(�(*'����� ��!!*����� '��'�(����� !'+��������� �*��+!����� !*��,+!�����

��9�	�� '��"*!����� ,"�(',����� !"�+!,����� "(��"*����� !'"���,����� ("�*',����� !+(���*�����

��/�	�� '"�(������� (+�+("����� �!��",����� "!��������� !'��,,������ ,'�(�,����� !+����!�����

��9�� ",�'�(����� ,'���+����� ���'+,����� "'�"�(����� !",�(,,����� (,�'������� !+*�*�!�����

��.��� ,(��,'����� (!�!",����� !���*!����� ,(��,'����� !"+��!������ �+�*',����� !+*�*�!�����

��.��� "���������� ''��(������ ,��������� "���������� !�"�+*,����� �!�**������ !+*�*�!�����

��/��� ���"�(����� '��+("����� "��!(����� '+�",+����� !'*�'������� ���,!������ !*��+!������

������� (,��"*����� (��'''����� *���'����� ,"��"������ !�!�,(,����� ���+�'����� !+��,�+�����
!��/��������	��������������	�����

(��1����
�����
��9�����6�&�	���������B�������
�
, F� �������	 !� !+*�� �
� @���� �� 5��	��������&�� 	����
 �
� ������� ������ �� ��	�������� �������
��� ����� �	��

?���' ������� �� ?�(� �������� F� .����	� !�� !++'� �
� @���� �� 5��	��������&�� ���	�&�
 � ������ ������	��� �
�

6�&�	����� �� ���	���� �
� ����� ��  	����	� E���� �	�� ?�(� ������� �� ?�!�� �������� F� �������	 !"� !++"� �
�

�������������������������
��������������	����
��	���?�!��������������?�������������

�%�
����

7�	��
���

�9�+�
!�



�5�9'457
��++'
�''4��
93�
"4�'�93��3-
�

���	��!�����

/������1����
���
� �B��������� /������F������
���
,
���
�
��
�����/������

9���	����

��	����7�	��


� 1����
�� 0���	�� E��B �� 9����� ������� 9���� E��B�� F�
�	 E��B��� 1����������� 2�� �� �������	 ����3 ��
 1���	��������

E��B����1������������2����	���.����	��!++'3�



Central Bank of Malta, Quarterly Review, December 2002 127

�E��B����

�������

�#���

E��B�

7������

"�+� 4 96� ���� 21113 !++' !�� (��9�	� �� (������� *����������� ,�,�(������ !��'�����

"�+� 4 96� ���� 21H3 !++� !�� (��9�	� �� (������� !+��'������ ,�"+,������ �(��'����

���� 4 96� ���( !++( !�� !*����� �� !*�/��� ���+�+����� ��!(*������ �*��"����

���� 4 96� ���( 2113 !++( !�� �(�.��� �� (�.��� ��+"�������� !��*�!���� ���*((���

"��� 4 96� ���, !++, !�� �(�/�	� �� �(�F��� +��'(������� *�+,������� !*�������

"�*� 4 96� ���, 2113 !++* !�� !'�.��� �� !'�.��� ���"',����� (�!+'������ �'�*'����

���' 4 96� ���' !++� !�� !��.��� �� !������ !*�!,*����� '�('������� �(�'�����

'�"� 4 96� ���' 2113 !+++ !�� !����� �� !�/��� �,�*�*����� "�"�������� (!�'�����

���� 4 96� ���" !++, !�� !+�9�� �� !+�#�&� !�,,'������� *�''"������ !��������

���� 4 96� ���" 21H3 !++" !�� ���.��� �� ���.��� ����������� !"���������� !"���������

���' 4 96� ���" 2113 !++' !�� �*�/�	� �� ��!�/��� "��+'������� !(�!''���� !+��'����

���' 4 96� ���" 21113 !++" !�� ���.��� �� ���.��� ����*������� ����������� !'�������

��(' 4 96� ���� !++� !�� !*�/�	� �� !*�F��� !"�,"+����� *��*!������ �,��'����

'�+� 4 96� ���� 2113 !+++ !�� �(�/�	� �� �(�F��� *�++!������� !���+������ !��������

'�"� 4 96� ���� 21113 ���� !�� !��.��� �� !������ ����'������� !���+'���� ���������

���� 4 96� ���* !++* !�� �*����� �� !'�.��� *�*�+������� !�!+!������ !��������

���� 4 96� ���* 2113 !++* !�� (��9�	� �� (������� ���(�(����� +�"�������� (��������

���� 4 96� ���+ !+++ !�� !�9�	� �� !������ ����������� "'����������� "'����������

'�+� 4 96� ���+ 2113 !+++ !�� !�9�	� �� !������ !,�!"������ !��*,����� �'�������

'�+� 4 96� ���+����21113 ���� !�� (��9�	� �� (������� ,���*������ ,�'!(������ ,'�(�����

'�+� 4 96� ��!� !+++ !�� !+�9�� �� !+�#�&� !(�"('����� !�("'������ !'�������

'��' 4 96� ��!� 2113 ���� !�� !��.��� �� !������ !"�'(+����� !�+"!������ !*�'�����

���� 4 96� ��!� 21113 ���� !�� (��.��� �� (������ ����������� ','��������� ','��������

��'� 4 96� ��!! !++" !�� �*�9�	� �� �*������ ��,�+������� ��'+!������ !'�������

"��' 4 96� ��!! 2113 ���! !�� !�/���� �� !����� !*��*!����� �!��!+���� ,��������

���� 4 96� ��!!����21113 ���� !�� ��(��.�������������(����� ����������� !�'��������� !�'��������

��*� 4 96� ��!� !++� !�� �,�9�� �� �,�#�&� !(��+������ �����(���� (,�'�����

���� 4 96� ��!� 2113 ���� !�� !��.��� �� (������ ������� !�"��������� !�"��������

��*� 4 96� ��!( !++� !�� !*�/�	� �� !*�F��� !!�"�!����� ���"�+���� (,��'����

"�(' 4�96� ��!( 2113 ���� !�� !*�/�	� �� !*�F��� !!����������� �'�**(���� �"�������

"�"� 4�96� ��!, ���� !�� (��9�	� �� (������� *�'���������� +�"+'������ !��'�����

"�,' 4 96� ��!, 2113 ���! !�� �,�9�� �� �,�#�&� ��'�+������� ���,�!���� (��������

"�!� 4 96� ��!' ���� !�� !��.��� �� !������ +�(�+������� ���"+!���� (��������

'�+� 4 96� ��!' 2113 ���� !�� �*�9�	� �� �*������ �������������� ���!�(���� ���������

"�"' 4 96� ��!" ���! !�� �*�9�	� �� �*������ ���((������� ����"����� (��������

��*� 4 96� ��!* !++* !�� !'�.��� �� !'�.��� �!�,������� ,*�'(����� ���������

"�"� 4 96� ��!+ !+++ !�� !�9�	� �� !������ !!�*(,����� (��!""���� ,,�������

(+*�!�"��� ,!,�+�,�� *!(��(��
!��1���	���������������������.����	����
����.�������������	��
�����������������������
��
����������������
��	�
��������
����

���0��������	��	�&���������&�	�������	����
�������������������	��������������������
����
����	���������������
����	����

������
�����������J����������������������4��5�
����������	����
���	��������������?�!!����	�?�!�����������

1�����

7	����

?�

;��	����9���	���
;��	����

1����
1���	���������

�9�+�
!�!
*9+�9
-"6�53*�3�
'�"�<'


@"#��������/
��
��
��� '�����=��

00
B

@��
�E��

 ����

������B� /������

���	��!�����

��!
��&�����	���	�����:����#�*�



Central Bank of Malta, Quarterly Review, December 2002128

���	��!������

%�
����7�	��
 !��	� ��'��	�� "�!���	�� !!�!'��	�� F&�	�!"��	��  �����

!++� (�'������ +(��*'���� !��������� �� �� !�"��*'����
!++! '�'������ !�"��*'���� �'�,������ �� �� !(��!*'����
!++� !�������� !�'��*'���� ,!�,������ �� �� !"��"*'����
!++( ,+�**'���� *,�("����� +��(������ �� �� ��,�''�����
!++, (��+������ +'�('����� !!��������� !��������� �� �'(��'�����
!++' ��������� !'*�"'!���� !���(������ �� �� �*'�+'!����
!++" !'�*������ �!(�(������ !!���!����� !'�������� �� ('"�!!+����
!++� ,*�,'����� ��+�*������ !!!�("����� *(��'����� �� '�(�("+����
!++* ,"��'����� �''�"'����� !����!+���� *(��'����� ���������� "((�("+����
!+++ �+�������� ��!�������� !++��(����� +*��'����� !!,�������� �!��!*,����
���� '(�*������ �!,�+������ ��'�������� !�,��'����� !!,�������� �!����+����

���! ""�,'����� !+��*"+���� �,,��*'���� !+'��'����� !!,�������� *!��*',����


00


9�	� !!'�('����� !**��!+���� �(,��('���� !"���'����� !!,�������� *!��*',����

.��� *'�!'����� !+*��!+���� �(,��('���� !*��+'����� !!,�������� *!��*',����

����� *'�!'����� !+*��!+���� �(,��!!���� !*��+'����� !!,�������� *!(��(�����

�9�+�
!�(

*9+�9
-"6�53*�3�
'�"�<'

�7
5�*9�3�3-
��5*
�"
*9�45��7

�

!��0�������������	������
�����
��96�C����������	�
����������	��
��8��
�	�����������
��<��	��	������������������
�����������
��

	�����������	���������	�������������������������������������	����
����		������
����	�

���	��!������

%�
����7�	��

F��������E�����	���

%�������
!�

F��������9��������	���

F	�����������
��

7	�&����0����	�����

E��B�
(� � �����

!++� (��,,"������������� ����+������������� �� (��,�'�������������
!++! (!�*�"������������� !��+�!������������� �� ,,�����������������
!++� (������������������ !'�"�!������������� �� ,*�(+*�������������
!++( (,�(*(������������� !"��+�������������� �� '��,*��������������
!++, (��,+"������������� !*��"*������������� �� '"��",�������������
!++' (���"*������������� !'�!'�������������� *��!'������������� '(�,((�������������
!++" (��(�!������������� !(�*'�������������� '�'"*������������� '!��*+�������������
!++� (������������������ !'�"""������������� ,�'*(������������� '��,,+�������������
!++* ���!!'������������� !'��'�������������� ,�!,"������������� ,"�'!(�������������
!+++ �*�!�!������������� !��(,,������������� (�+�,������������� ,,�(,+�������������

���� ���+",������������� !(�"''������������� ��"(!������������� (+��'��������������
���! ����(�������������� !*�+!'������������� !�,�"������������� ,��(�*�������������


00


(

9�	� !+�'"+������������� !*�+!�������������� !�,��������������� (+�+�*�������������

.��� !*��'!������������� !*�"+�������������� +�'������������� (��+�(�������������

����� !���'*������������� !*�'!"������������� +',������������� (����*�������������

,��7	�&��������

(��0����	��������B��������	����	�&�������B���	������������������������

��!
��&�2���������9���
	�������
���!
�6����	
��������������	��0����
������/-;;;1*

�9�+�
!�	

-"6�53*�3�
�>��539+
+"93'
�7
�7%�
"�
�5����"5

� 9��������	�� �	����������� �����
� �
� 8�	�
 E��B� 	������� 
�&�������� ���B�� ��
 ��
�	 ���������	�� ��
 ����	�

��&�	�������������������

!��E�����	������������	�����������	������&�	����������
���
��	������������2�����
��������	������B�3�����
��������	��������������

��
����



Central Bank of Malta, Quarterly Review, December 2002 129

%�
����7�	��
 ���	� ����� ��9� �;��� %�	� �)�:� �?��� �F�
�	�� � �����

�!++� �'������� (�������� ,�*!!���� �� ����,��� ,�+'(��� ���(!��� *�+,���� (��,+'����

�!++! ��������� (�"*"���� ,�'!'���� �� !��+�!��� ,�,(!��� +�*((��� +�!,���� ,,���"����
�!++� !�������� !��'����� ,�*!"���� �� !'�"�!��� ,���,��� !���((��� +�"*(��� ,*�(+�����

�!++( !�+������ !��*(���� ,�(�(���� �� !"��+���� ,�(''��� !'�'+"��� *�""���� '��,*�����
�!++, '*������ �('���� ,�!*!���� �� !"��"���� (�',"��� ���"+,��� +��*!��� '"��"�����

�!++' (,������ �� (�+(����� ��'�,���� +��,!��� ��*+"��� ���(�+��� ��",+��� '(�,((����
�!++" !"������ �� (�((+���� '�'"*���� !!�,�*��� ��,,,��� ���,�+��� "�'('��� '!��*+����

�!++� �� �� ��*�!���� ,�'*(���� !��'����� ���"*��� �����!��� (��+"��� '��,,+����
�!++* �� �� ��'�,���� ,�!,"���� !���"���� "�,�,��� ���+����� ��!�+��� ,"�'!(����

�!+++ �� �� ���("���� (�+�,���� +�',+��� "�+,'��� !+�*('��� ���*���� ,,�(,+����
����� � � !�"",���� ��"(!���� *�,����� "�""���� !*�('���� !�,"*��� (+��'�����

����! � � !�(!����� !�,�"���� !,�!*,��� !,�!*!��� *�'(���� �,���� ,��(�*����





00


�

9�	� � � � !�,������ �(�*+���� !,��!*��� � (�!��� (+�+�*����

.���� � � � +�'���� (��+(���� '�""!��� � ('���� (��+�(����
����� � � � +''���� !,(��� '�"(+��� � (��,+!��� (����*����

��!
��&�2���������9���
	�������
���!
�6����	
��������������	��0����
������/-;;;1*

�9�+�
!�,

-"6�53*�3�

�>��539+
+"93'


�7
�455�3�7
���	��!������

!��7	�&��������

���	��!�����

%�
����7�	��
� �!��	� ���'��	�� �"�!���	�� �!!�!'��	�� �!"�����	�� �F&�	�����	�� � �����

�!++� !�'�������� ��!',������ "��(������� !���+"������ ���(!������ (�"�"������ (��,+'������
�!++! (,�������� !!�*�������� ,�+"������� !,���+������ +�*((������ (���,������ ,,����������

�!++� ��"�������� !��'�'������ *�"�(������ !���,'������ !���((������ ,��+'������ ,*�(+*������
�!++( � !'���������� '��""������ +��(������� !'�'+"������ ,�"*������� '��,*�������

�!++, *�(!+�������� (�'�+������ !"�'+!������ !��!*������� !���"*������ (�(�������� '"��",������
�!++' ��"�������� ��!,������� �(�,*"������ !!�""������� !��'�+������ (�,�*������ '(�,((������

�!++" ,"��������� *(!������ �!���,������ !���*������� !,�!�+������ (��'������� '!��*+������
�!++� ,'��������� (�!!,������ !"��''������ �(�!"������� ,�(+*������ (��"������� '��,,+������

�!++* �� "�,�������� �!�,�"������ !,�,,������� ��*�!������ !�,,(������ ,"�'!(������
�!+++ �� "��!(������ ���+,,������ !(�('(������ ��"+(������ !�(,"������ ,,�(,+������

����� �� !��'"!������ !��"',������ !(�,'"������ !��+(������ !��*"������ (+��'�������
����! '*"�������� !(�('"������ !!��'+������ !���,+������ !���������� !���!������ ,��(�*������






00





�9�	� !��'��������� !,��('������ !���+������� (���������� !���,������ !�!+*������ (+�+�*������
.��� !��'��������� !,�("(������ !"��'������� (�'+������� !���(������ !��,������� (��+�(������
����� !��(��������� !,��,*������ !'�+"+������ (�'"*������ !��!!������ !���������� (����*������

��!
��&��2���������9���
	�������
���!
�6����	
��������������	��0����
������/-;;;1*

�9�+�
!��

-"6�53*�3�
�>��539+
+"93'


�7
5�*9�3�3-
��5*
�"
*9�45��7

�

���7	�&��������

! 8��
�	�����������
��<��	��	������������������
�����������
��	�����������	���������	�������������������������������������	����
��

��		������
����	�



Central Bank of Malta, Quarterly Review, December 2002130

����� ��9� �)�:� %�	�
� ����?��� ���	� �#?6� �E�	� �;��� ���	�

!��((' '����" (�(�,+ ��,(,+ (�"+�"! !�������� '�"("��� !�(���!��� ,'!�!+ ,��"!���
!��,'� ,�+"!� (����, ��,,,* (�'+�!� !"�+'���� '�'+���� !���!*!��� ,�*�," ,�,(����

!��"'� ,�(!** ��"��' ���!(" (+,��"� !,��(!��� ,�*'!��� **�""(��� ((��++ (�+�����
!��!�" ,�(+!! ��'(�+ ���"�* ,(�"�'� !,�+!���� ,�+!���� +!�(����� �*(�(� (��,*���

!��(*! ,���*" ���!"" ����*( ,,!��,( !,�'!!��� ,��!,��� *"�,*,��� ����*" (�'"����
!�*(!' ,��",* ��*(�� ��!'*" ,,+"�,' !(�*+*��� ,�''���� *(�'!(��� �+��"+ (��""���

!�"(�� ,�(!," ���*�� ���!�( ,�,,�(� !,�',���� ,�*,(��� **�*�(��� (�(�!� (��,����
!�',!! ,�'"*� ��',+� ��(!�! ,,*'�*+ !'��*,��� '�!,"��� +,��!(��� ((!��+ (��!����

!�'+(' ,�,�*� ��",+" ���",� ,(*��"( !,�*����� ,�++���� +!�("���� (����! (�",'���

!�,+*( ,��!"( ��,�(� ��,!!, ,""+�!( !'�*!*��� '�(!,��� +����"��� �,��", (�*�����
!�'(�' ,�*�(( ���*,( ��,''+ ,�''��" !"�!!���� '�,!���� ++������� �"���' (��(*���
!�'�'* ,�**�, ���!�! ��,+*+ ,*(*�'� !"�(+���� '�'����� !���*�'��� �+��,, (�+"+���

/�	�����' !�'(�� � ��!+�� ��'��' � � � � �+��(, (�""+���
!� !�'(!� � �����* ��'�!' � � � � �+��'� (�""+���

!+ !�'(!+ � ���!'" ��,+�, � � � � �**�*" (�"'*���
�" !�'((� � ����** ��,*(� � � � � �*'�+, (�",����

9�� ( !�'(�� � ���,*( ��,�,! � � � � �*"�!� (�"�!���
!� !�'(+, � ���,+' ��,"*( � � � � �*��*� (�'+����

!� !�',�� � ���''+ ��,'+" � � � � �*,��� (�'*����
�, !�''(( � ���'', ��,''" � � � � �*��!� (�'�*���

(! !�'"�� � ���*�' ��,(", � � � � �*(�(' (�'"+���
.��� " !�'"�� � ���*,, ��,(!( � � � � �*'��( (�'*"���

!, !�''*� � ��(��! ��,�*! � � � � �*'�+, (�'*!���
�! !�''"" � ��(�+� ��,!'� � � � � �*,�(+ (�''!���

�* !�'',' � ��(*!* ��(+�, � � � � �*���( (�'�����
.��� ' !�',�( � ��(,+� ��,!�( � � � � �*!�+� (�'('���

!� !�'('' � ��(�+' ��,�'* � � � � ����+� (�'(����
!+ !�'(,, � ��,�(� ��(*�� � � � � �*��(� (�,+(���

�" !�'��' � ��(+�! ��,��* � � � � �*(�,� (�,*+���
/��� � !�'��� � ��(*�! ��,!�" � � � � �*(�*� (�,+*���

+ !�'("* � ��('�� ��,!*� � � � � �*��*� (�'((���
!" !�',!' � ��(",' ��,�** � � � � ������ (�'�+���

�( !�',(� � ��(,,, ��,!*" � � � � �*!��+ (�''+���
(� !�'(,� � ��(*�, ��,!�� � � � � �*!��� (�''����

����� " !�'�*+ � ��(+"* ��,!�' � � � � �*(�*' (�'�+���
!( !�'�(, � ��(�++ ��,��, � � � � �*"��( (�'''���

�� !�'(�( � ��(��" ��,��( � � � � �+��(, (�','���
�� !�'�(� � ��("+" ��,�(� � � � � �+!��� (�'''���

!++"

!++(

����

!++�
!++!

!++�

!++'
!++,

��� 
����	��	������
��
��%0)�����	���.����	��!��!+++�

! 0������ 0���	�� E��B �� 9���� ��
����� 	����  
� 9������ ��	�C� ���
���� 	��� �� 
���	����
 �� �
� ����� �� � ���B�� ��

��		��������
��
���		�����������
����
����	����
��)��
����	���
��
������
����	�����

!++�

!+++
!++*

���!


00


�9�+�
(��

*9+��'�
+�59
�>�:93-�
59��'

9-9�3'�
*9C"5
�455�3���'
�

�������8�
����9�	��

%�
����

7�	��




Central Bank of Malta, Quarterly Review, December 2002 131

�7�	��
� ����� ��9� �)�:� %�	�
�

�?��� ���	� �#?6� �E�	� �;��� ���	�

��!++� !����!��� '��*'���� (�!'����� ��,�((��� (�"+�*(�� !��!('�� '��(��� !�'�!(��� ,'(��!�� ,�("*��
��!++! !��'�"��� '�!�'*��� (�!������ ��,+�+��� (*(!�'+�� !��,�+�� '������ !�'�'(!�� ,!"�'��� ,�,�+��

��!++� !��*'(��� ,�+�((��� (�!,'+��� ��,�*���� (*"��*"�� !"�"�!�� '�'�!�� !���+",�� (+*�,(�� ,�,!,��
��!++( !��,('��� ,�(��(��� ��"!�!��� ���(,���� ,!�+��,�� !,�*!+�� ,�*"!�� +��,�'�� �+!�(+�� (�*"+��

��!++, !���+'��� ,��+!"��� ��",*"��� ����+"��� ,�"'�*"�� !,�"�"�� ,�*!(�� **�,���� ����"��� (�"!���
��!++' !��+"!��� ,��"�!��� ��*(''��� ��!""+��� ,"!"����� !,�!(*�� ,�',*�� *(�'(��� �""�,"�� (�('���

��!++" !���*���� ,�!�(!��� ����,'��� ��!*'���� ,��+�**�� !,�!**�� ,�"�"�� *'�**!�� (�!��'�� (�,�*��
��!++� !�'*�'��� ,�,+����� ��'+�!��� ���+�!��� ,,!��*��� !'�!!(�� '��'(�� +��",'�� (!(�'(�� (��'*��

��!++* !�'',���� ,�'�*���� ��'�'*��� ���+'���� ,,"+�,'�� !'�!*��� '�!�,�� +(�,�,�� (("�"��� (��(���
��!+++ !�',"*��� ,�'*+'��� ��'�(���� ��(,����� ,',,�(+�� !'�(+'�� '�!���� +,�"���� �*,�*,�� (��'"��

������ !�'�*���� ,�*(**��� ���*''��� ��,�,!��� ,�+��,(�� !"���+�� '�,'��� ++�*�(�� �,"����� (�*'(��
�����! !�',(���� ,�*'((��� �����"��� ��,*!'��� ,*�,����� !"������ '�,"*�� !���!���� �"+�+��� (��,+��




00�

��.���� !�',+,��� ,����+��� ���*+���� ��,,�(��� ,��'�!'�� !"���*�� '�(�*�� +*�,,(�� �"��'*�� (��(���

������� !�'',���� ,��+"!��� ���"����� ��,'����� ,�,*�!(�� !"��*'�� '�,�,�� +*�+���� �"��'+�� (��""��
��9�	�� !�''!���� ,�*!+���� ���,('��� ��,"(+��� ,����*��� !"�!"��� '�,(��� ++�(+,�� ��!�++�� (��*,��

��/�	� !�',,"��� ,�*'"(��� ���!""��� ��,*(���� ,*����"�� !"��*��� '�,���� !���!",�� ��,�,'�� (��"+��

��9�� !�'(''��� ,�*++���� ��!+�,��� ��'�,*��� ,*,+�+��� !"�,(��� '�'���� !�!��,(�� �""�"+�� (�*,!��

��.��� !�'(�(��� ,�+(����� ��!''���� ��'�,,��� ,**��*"�� !"�''+�� '�'"(�� !�!�*((�� �"(�'��� (�*,,��

��.���� !�'((���� ,�+�*(��� ��!"*���� ��'!+*��� ,*�+����� !"�'�+�� '�''(�� !�!�",+�� �����"�� (�*!,��

��/���� !�''����� ,�*(����� �����"��� ��,�(���� ,�**�*��� !"���(�� '�,'��� ++��"+�� ����',�� (��,"��

������� !�'(�"��� ,�*(�"��� ���,+(��� ��,"++��� ,�*��(!�� !"���!�� '�,,(�� ++�"(,�� �"��(+�� (�"+���

��F��� !�',(���� ,�*((���� ���,����� ��,�!,��� ,�*'�('�� !"��!!�� '�,,"�� ++�"+��� ��!�"(�� (�"'���

��#�&� !�'(+!��� ,�*"+���� ���!!+��� ��,*+"��� ,*���',�� !"�((!�� '�,*"�� !���,(��� ����""�� (�"'���

������ !�',�"��� ,�*"����� ���!*!��� ��,*'���� ,*!!�'��� !"�(���� '�,�"�� !����,(�� �*��'��� (�"""��




00


��.���� !�'(*!��� � ����(,��� ��,+'(��� � � � � �+��!��� (�"�+��

������� !�'(,'��� � ��!*(���� ��'�+"��� � � � � �+!�"(�� (���*��

��9�	�� !�',�(��� � ��!+�*��� ��'��+��� � � � � �*������ (�"����

��/�	� !�'(�,��� � ����+*��� ��,+''��� � � � � �*+�!!�� (�"'+��

��9�� !�',''��� � ���'"���� ��,"����� � � � � �*'�!"�� (�'*'��

��.��� !�''+,��� � ��(!,���� ��,�!"��� � � � � �*'�,(�� (�'",��

��.���� !�'(,'��� � ��(*"+��� ��,�('��� � � � � �*!�"(�� (�'!'��

��/���� !�'(",��� � ��("����� ��,!',��� � � � � �*!��(�� (�'('��

������� !�'������ � ��(�'!��� ��,�!,��� � � � � �*"��!�� (�',*��
!
��0��������
�����
���	��
���������������
��
���������������
���������0���	���E��B����9�������
������	�������

��� 
����	��	������
��
��%0)�����	���.����	��!��!+++�

�9�+�
(�


*9+��'�
+�59
�>�:93-�
59��'

9-9�3'�

*9C"5
�455�3���'
�

���
�#�����
�	���8�
���



Central Bank of Malta, Quarterly Review, December 2002132

���	��!������

��������� 5��%���	���  �����

!++� (�*��("����� �+�!'(������� ('��**+��������� "���'!���������� ��"��"�!���������
!++! (�!�++(����� ((�,"!������� ,�'�,',��������� "*,������������� ���*�',"���������

!++� ,'!�'�"����� (+�(��������� ,+��+�(��������� �,�������������� ��'"�*"����������
!++( ,�"��,������ ,!�'�+������� '!*�(�"��������� *(��+����������� �(!��'+,���������

!++, ',����+����� ,'��!(������� '+��,����������� +!*��""��������� �(�"�(,,���������
!++' "�+��������� ,'����������� "�,�+,���������� !��(��"'���������� �("���!����������

!++" '"+�+������� ',��'�������� "�,�!'���������� !�����*����������� �(*(�"'����������
!++� '"(�+'������ ",�+*�������� "�*�+(���������� +*,��(���������� �(''�(�����������

!++* "",�*!"����� ,��!"+������� �!!�+*'��������� !��(,�+����������� �(���+('���������
!+++ �!��,("����� �*����������� �+!�!("��������� !�!("��((��������� �(,'��+����������

���� +���'('����� +,�+!�������� !�����,,'��������� !�,+��(�"��������� �,!+�+(!���������

���!
!

�+���(*����� +��","������� **��"*,��������� !���"�,����������� �(,'��(*���������


00�

�

.���� �,��������� "�!(!������� *��,�(��������� !�+�+*,��������� ��+�'*!���������

����� "*�!�+����� '�"�(������� �(��*���������� +��**���������� ��,��+*���������
9�	�� *!�("������ "�!+'������� *��'"���������� !���,(*��������� �(��*�"���������

/�	�� "��*�(����� "��,(������� "+�',"��������� +*�"'"��������� ��+�!!����������

9�� "*�!+������ "�"*�������� �,�*����������� !����,!��������� �(��!",���������

.��� ���"*������ +�'!!������� *��!+*��������� !�(�*('��������� ��(�"(����������

.��� '��,������� +�,+!������� ""�+"!��������� !�"�(*���������� �(+�,!+���������

/��� '"���*����� *�!�!������� ",�(++��������� +��+�!��������� ��"�'�����������
����� "(��'!����� "�*!�������� ���'"(��������� *(�++(��������� �!(�,(����������

F���� '*��������� +��"(������� "��(('��������� !�*�(''��������� �,!�������������
#�&� "+��,+����� !��*��������� *��'�"��������� !�"�!+���������� ��'�"�!���������

���� '+��������� '�,!�������� ",�,*���������� +���"���������� ��*��*����������


00


�

.���� '��*������� !!�(,+������� ",�!�!��������� **�,'+��������� ��,��**���������

����� "���*(����� +�(,*������� �"�,(!��������� *"�+!'��������� �!��,*,���������

9�	�� "��*+������ *�"'"������� �"�',"��������� !����*!��������� ��,��('���������

/�	�� '*�*�*����� +�"�"������� "*�'',��������� !����'���������� �(+�!+*���������

9�� "'���,����� !��+��������� �"��,,��������� !�*��*���������� �(���(*���������

.��� "'�''������ +��!*������� �,��"*��������� !�'�+����������� �(!�!(����������

.��� "+�"'������ !!�+!�������� *!�'�,��������� !!,��*"��������� �(���!����������
/��� "(�+������� !(�+!�������� ���*!���������� +,�!!!��������� �!"�(�����������

����� "'�,++����� !��(,�������� �'�*,!��������� +"��(+��������� ����������������

�9�+�
(�!

*9+�9;'
�"5��-3
�59��

7�	��


��!
��&��)�	�������	�	��	����(�����*

!��7	�&��������

%���	���2������3�
�1���	���2������3� �E���������� 	�
��



Central Bank of Malta, Quarterly Review, December 2002 133

�7�	��
�
)����
�

-���
���
�1����� �6�	���� ��	����� F�
�	�%)� �?�����

)����
�

�������
�F�
�	�� � �����

!++� (!���*��� !�(��+���� �(�('+��� �'��'+� !*��!���� !*�(�,��� !(�"*�� '��+�+� ('��*+��
!++! �+�"++��� !'"�(,!��� ���!(*��� ("��(+� ����+���� ���(,(��� !����"� '!���"� ,�'�,',�

!++� (��!(���� ����!'!��� "+�*,'��� ,,�'",� �(��!,��� ���"*���� �*�,(�� ����*,� ,+��+���
!++( ,!�*�"��� !"��!,���� *!���*��� '(�+,�� ���*('��� �'�!("��� (*�*+�� *��'(�� '!*�(�"�

!++, ,(�'((��� ��!�(+"��� *(�,!���� '��*�,� ���+*"��� ���*+'��� ,,�+,!� +��,("� '+��,�(�
!++' '��"',��� ��'��!'��� !�!��,(��� *��,!�� ,���"���� !'���!��� "��+!*� !!,��!"� "�,�+,��

!++" '!�++!��� ���*,+��� +���,+��� +(�,��� ,!�"!*��� !'�+����� *,�('�� !"*��*'� "�,�!'!�
!++� '!��!+��� ('���"��� *��!�!��� !�!���'� ',�,*"��� �'�!����� +!���!� !"���*(� "�*�+(��

!++* ',�"�"��� (,�(**��� *+���"��� !,��,'�� ,+�'����� !+�(*���� !�+���*� !*����(� �!!�+*'�
!+++ �(������� (*�*'*��� ++�(+���� !���(**� '��(,,��� ���!+,��� !"*�"�!� ����!,,� �+!�!("�

���� �*��(*��� ("��+���� !���*+*��� *'�*�(� ',�*�*��� !'�'*'��� �+(�,!(� ,�'��(�� !�����,,,�

���!
!

�"�(!���� (��(�,��� !!'�!(���� *��!+�� '+�*"'��� �!�*('��� !�,�(��� (���"��� **��"*,�


00�

�

.���� ,������� ���(!��� *�",*��� ��'�(� ,�'!!��� ,!,��� �!��(,� (��'��� *��,�(�
����� '��''��� ����!��� +�,'"��� ���!�� '�*�*��� !�'�"��� !��"(!� �*�""*� �(��*��

9�	�� ���'*��� ��,,(��� +��,,��� +�(�*� '��(���� !�,!*��� !+��'�� (!�**,� *��'"��
/�	�� "�+!���� ����+��� !��"�!��� "���'� '�,�(��� ��""+��� !��*'�� �!�"��� "+�',"�
9�� '�""'��� ��*�+��� !����,��� +�,(�� '�+�(��� !�*++��� !'�(��� �(��(!� �,�*���

.���� '�*!!��� (�!�+��� +�"(+��� *��*�� '��*���� !�+�+��� !*�,"(� ���!�(� *��!+*�

.��� '���,��� !�+�+��� !��*�!��� "���*� ,�,*���� !�,*���� !!�"('� ���"',� ""�+"!�

/��� "���,��� !��(���� *������� ,�'**� ,�'+'��� ��"(+��� !��*+(� �'��,*� ",�(++�
����� '��+*��� �������� ��*+���� *��'�� (�(+"��� *�,��� !'��'�� �"�+��� ���'"��

F���� ���'"��� ��(����� +�'�,��� '��""� ,�+!+��� ��!�,��� !���"'� �'�+�*� "��((,�
#�&� *�,�"��� (�!!���� !��*+'��� ,�"*�� '�(!'��� (�("���� !!�*�'� (��+!'� *��'�"�

���� "�+�,��� ��*,���� ���,���� (�*(*� ,�,�!��� !�,�(��� !,�(+�� �(�,+�� ",�,*��


00


�

.���� ��'+'��� ��''"��� '��,*��� ,�'�(� ,��'*��� !�(+'��� *�+�"� �+�(+�� ",�!�!�

����� +�*"(��� ,�(!,��� +��'(��� '�,+�� '��(*��� ���,(��� !��!��� �*�,�"� �"�,(!�

9�	�� ��(����� ��(!'��� ��",*��� '�"(�� '��,���� !�,'(��� !����(� (,�*!(� �"�',"�

/�	�� *��!���� ��"*���� ��''���� ,�'*�� '�(�+��� ,�"�,��� +�!"(� �"�",�� "*�'',�

9�� *�*"!��� (�!'!��� "�*!���� '�*'(� '�"'!��� ��+*!��� !!�!,!� (���+"� �"��,,�

.���� *�!����� ���"!��� "�(�"��� +�'�"� ,��*���� ��+�*��� !��!�"� (��++(� �,��"*�

.��� !�������� (�!�'��� !��(�(��� *�"(�� "�+�*��� ,�,����� *����� ���+",� *!�'�,�

/��� !!��"���� ��,+"��� ����*��� *�*�"� '�,(!��� !�+'+��� *�!'�� (���'*� ���*!��

����� +�!,���� ��(!,��� *���'��� !!�(�*� '�!+,��� (��!(��� +��""� ���(�,� �'�*,!�

��!
��&��)�	�������	�	��	����(�����*

�9�+�
(�(

��5����"3
"�
�59��
 
�"�9+
�>%"5�'

���	��!�����

!��7	�&��������



Central Bank of Malta, Quarterly Review, December 2002134

7�	��
�
)����
�

-���
���
�1����� �#��
�	���
�� ��	����� �6�	���� F�
�	�%)�

)����
�

�������
�F�
�	�� � �����

!++� +�������� ����(�,� !���(*���� ,,�+�,��� ����+"����� (��*'!���� �����*���� !(��(��� "���'!�����
!++! !���",*� �,*�,"(� ���!'(���� (!�"'*��� �'�!''����� (*��(����� ����(����� !,!�,'"� "*,��������

!++� +"��!*��� �*��!+*� �,�!������ ,��!,"��� *��(!*����� ,(�(�+���� �(�",*���� !'���+!� �,���������
!++( !!!�(+�� ��'�+�+� �!�+������ "+��"(��� !!*��!���� ,"�+�+���� ���,,+���� !"(�*!+� *(��+������

!++, !,���!,� �,(�!''� �!�""(���� �����"��� !"!�',���� '!��+!���� ,"�������� !�"�"��� +!*��""����
!++' !"!�'��� �*,����� �(�*!����� *"�"�(��� !�"��('��� �"�(�,���� "��('����� �!'�+!!� !��(��"'��

!++" !,,����� !+"��('� �"�+,,���� !'+�*�,� +,�*,������ "*�"*����� "+�"!����� �,���+!� !������+"�
!++� !,'�!'�� !++�!(�� �'��!����� !"(���"� +*���"����� �!�'�'���� ���+"*���� ��(�,''� +*,��(!����

!++* !�*��!"� !++�(*(� �'�,*"���� !*,�(,�� !�*��+!��� �!�("����� +!�+������ ��'�+�'� !��(,�+�!�
!+++ !�(��("� !*+�*�(� �'�"+����� �!����!� !!(�'"+��� �(�!�'���� +'�+",���� �+��!++� !�!("��((�

���� !!+�"�(� �,+��,,� �+�""!���� �*!�*��� !���!!(��� +!���*���� !'*�,�,�� ,(+��'�� !�,+��(���

���!�! !�(�!��� �,,�,�+� �*�,�!���� !*,��(�� !���,�+��� +��������� !,!�*���� (�,�',,� !���"�,���


00�

�

.���� +�!!!����� !+�*����� ��'�+���� �(�"(���� *�'+"������� "�*,!������ !����,���� ���!+"��� !�+�+*,����

����� *��"������ ���++"��� ��,*,���� !'��''��� +�!"*������� ��!',������ +��"!������ �,�*����� +��**�������
9�	�� !!�!*+��� ��������� ���(,���� !"�,+,��� +�+(�������� *�++(������ !(�,�*���� ('�",!��� !���,(*����

/�	�� +���,����� �����,��� ����+���� !,��'(��� *�"�(������� "�*�(������ !��*"'���� �"��''��� +*�"'"������
9�� !!���!��� ���"!'��� ��,������ !��+�*��� +��,+������� *�,*'������ !(�(������ �"�,!,��� !����,!����

.���� +�"+������ �!���'��� ����,���� !(�*"(��� +��*�������� ��*(������� !���*����� ���!"!��� !�(�*('����

.��� !��+'���� ���+"*��� ��,!����� !,�+((��� !����(����� +��,������� !����+���� �'�!(*��� !�"�(*�����

/��� +�(,������ !'�*'"��� ���('���� !!�++,��� ������������ *���(������ +�,*+������ �"������� +��+�!������
����� +�'������� !��(����� ��!�'���� !'�((���� ���*�������� "�"�*������ *�"�'������ !���!*��� *(�++(������

F��� !(���*��� ���*����� ���+(���� !(�((*��� !!��('����� *�(",������ !(�"+!���� �(��("��� !�*�(''����
#�&� !!�,**��� �!�"+���� ��"�(���� !"��"*��� +��+�������� "���������� !���(!���� �'�!!(��� !�"�!+�����

���� +�!�+����� !��"**��� ���!"���� !'�,(���� ��,(+������� "�+�������� !(�""����� ���,+(��� +���"�������


00


�

.���� +�!�(����� !"�,����� ��!�"���� !'������� ���+!������� "�+�������� +�+,+������ �!�'+*��� **�,'+������

����� *�*(!����� !"�*'*��� ���"����� !,�('"��� ��""+������� ���,������� +��+,������ ����++��� *"�+!,������

9�	�� !��"�+��� ���"',��� ��(""���� !*�(�+��� *��"�������� ��*!!������ !!�,+����� �!��"*��� !����*!����

/�	�� !!�+�"��� ���*�*��� ���(!���� !*������� *�+!!������� *��+������� !��������� �,��(+��� !����'�����

9�� !(�'!!��� �,�*"+��� ��!*����� !*�*�"��� *�*'�������� ��,!+������ +�*(������� �(��*(��� !�*��*�����

.���� +�+,,����� �,�+,���� ��'''���� !*��+*��� +�!,"������� ��"�,������ ��(",������ �'�+����� !�'�+������

.��� !!�+�!��� ���("+��� (��+(���� !+�('!��� +��!!������� *�,�'������ +�",*������ �'�,!*��� !!,��*"����
/��� +�!*(����� !*�**(��� !�*+,���� !"��!(��� ��,�*������� "�'�������� *��"'������ �'��(*��� +,�!!!������

����� +��������� �(���!��� ��!('���� !'������� *�,�!������� "�+�������� *�+!"������ ���,'���� +"��(+������

��!
��&��)�	�������	�	��	����(�����*

�9�+�
(�	

��5����"3
"�
�59��
 
�*%"5�'

!��7	�&��������

������	��!��������



Central Bank of Malta, Quarterly Review, December 2002 135

7�	��
�

����
�

��
�?�&��

/�������

E�&�	�����

��
�

 �������

0	�
��

9���	�����

1��
�����

�������

������

9���	���

�����������

�/�����>�

H���������

�������
�

F����

0
��������

�������

9��������

��	�
�

6��
��

�9��
���	��

��
�

 	�����	��

%<��������

9��������

��	�
�

/	�������

9�������

��������
 �����

!++� ,��,( ���*'������ !�+�+���� !!������ !����� (�*�+����� �+��"���� !�,��("����� !!!���+ ��*����� (�*��("

!++! '�'"! ��''+������ !���!���� �+����� ������� "��,'����� �*�+*"��� �!"��!!����� !!��"�+ �������� (�!�++(

!++� ��**, !���+������ !��,!���� (!����� ������� *�",'����� (!�',���� ��,�"'!����� !�,�'+" !�!'+��� ,'!�'�"

!++( +�'** !�''!������ !�+,����� ������� ������� !��!�!���� ((��*���� �*��(*'����� !(+��+, �*'����� ,�"��,"

!++, !��+*! !��"'������ !�(((���� ('����� ������� !��(�'���� (,��!,��� ('"�'*������ !(!�+!� *(������� ',����+

!++' *�(�+ !�*"*������ !�"!"���� (����� ������� !!���'���� (��'�,��� ,�'�*+������ !,��"�� ',!����� "�+����

!++" !���(, ��*""������ !�,������ ',����� !����� !,�((����� ,��!�+��� (',�'�*����� !,(�(�" (������� '"+�+�!

!++� !(�"'� ��!("������ ��(�'���� �"����� ������� !,�"+����� ,��"'*��� (,��''!����� !,'�"+, !**����� '"(�+'�

!++* !(�,*! ��!(*������ !�'�(���� +����� ������ !(��,����� ,*��(���� ,,,�*+(����� !,���,� ''������ "",�*!"

!+++ !'�,*� ����"������ !�,,"���� ������� ������� !,��!*���� '���"���� ,�'�,������� !'��"!+ !��''��� �!��,("

���� !��!!" (�'(*������ ��!+*���� ������� ������� !(�������� '(�+!(��� �("���"����� !'!��"( ,�,����� +���'('

���!! ���*�+ '�!+������� ���!(���� !+���� ������� !"���(���� '����!��� '(��+,,����� !'"�+,' ,������� �+���(*


00�
�

.���� !��'* �+!�������� !!!������� ������� ������� !�""*����� ,��""���� ''�!"������� !!�!++ !*������� �,����

����� "+! (,*�������� �"(������� ������� ������� !��"!����� (���+���� ,*�"�������� !(���* "�������� "*�!�+

9�	�� "�, '�'�������� !("������� ������� ������� !�,,(����� ,�+,"���� "���,,������ !(�,�( "�������� *!�("�

/�	�� !�!�' "���������� !�,������� ������� ������� !�!'������ ,�*""���� ,��*,!������ !(�+*( !�������� "��*�(

9�� !�,�, ,���������� !��������� !+���� ������� !��,,����� ,��'!���� ,����������� !��+*, ""������� "*�!+�

.���� !�"�+ **(�������� �!"������� ������� ������� !�!+������ ,�'�!���� ,*�',������� !(�'"" ((������� ���"*�

.���� ��'�+ '*��������� *���������� ������� ������� !���(����� ,�,�,���� (,��!'������ !,�,+" *(������� '��,��

/���� (��*� ,"*�������� �(�������� ������� ������� !�"�!����� (�,'+���� ('�,"������� !!�"*' !�������� '"���*

������ !�++* ',��������� *"��������� ������� ������� !�,������� (���'���� ,,�",(������ !!��*� ,,������� "(��'!

F���� !�!+! (�"�������� ���������� ������� ������� !�!+!����� ,�+'*���� ("�'�!������ !(�*,� !,������� '*����

#�&� ����( !*'�������� !�'������� ������� ������� !�(+!����� ,�,(����� ,"�'+*������ !,��"! ���������� "+��,+

���� !�*!� ,����������� ��,������� ������� ������� !�!,������ (��"+���� (+�"!(������ !��,+! � '+����


00

�

.���� +�+ !(*�������� �,��������� ������� ������� +!��������� (�*�"���� ('�"�(������ !!��"( ,*������� '��*��

����� !��** !",�������� �"�������� ������� ������ !��*,����� '�������� ,(���!������ !'�,�� +�������� "���*(

9�	�� !�!(� +����������� !!+������� ������� �(���� !�!������� ,��*'���� ,*�++������� !��(,! � "��*+�

/�	�� !�*�� '�*�������� �'+������� ������� ������� !���,����� ,�,++���� (��,�!������ !(��'� "!������� '*�*�*

9�� !�+!( "�!�������� ",��������� ������� ����� !�,�!����� (�'"(���� ,'�+(������� !����� ���������� "'���,

.���� *'� !�(�'������ +���������� ������� ����� *�"�������� (�*������ ,"�,�*������ !���,( � "'�''�

.���� ��*'� �("�������� ��*������� ������� ������� !�,((����� '�'!"���� ,��+"������� !*�,,� � "+�"'�

/���� (��"( �(+�������� �!�������� ������� ����� !�(,*����� ,�!'!���� (+�!+'������ !'�,*, ���������� "(�+��

������ ��(*� �*,�������� !,!������� ������� ����� !�(!*����� (�*������ ,(�(!������� !,�!"! �"������� "'�,++

!��7	�&��������

�9�+�
(�,

�"*�'���
�>%"5�'
�7
�"**"���7
'����"3'

��!
��&��)�	�������	�	��	����(�����*

���	��!������



Central Bank of Malta, Quarterly Review, December 2002136

7�	��
�

����
���
�

?�&��

/�������

E�&�	�����

��
�

 �������

0	�
��

9���	�����

1��
�����

�������

������

9���	���

�����������

�/�����>�

H���������

�������
�

F����

0
��������

�������

9��������

��	�
�

6��
��

�9��
���	��

��
�

 	�����	��

%<��������

9��������

��	�
�

/	�������

9������

��������
 �����

!++� '(�+!"� ��(�*��� !��'!���� (!���'�� !�*!'�� ,������� !���!('�� �*,�!!��� ',�,''�� !!������ "���'�+

!++! "!�'*�� *�!�'��� !��"����� (,�"(��� !�+++�� ,"������ !�,�,*��� (�!��,��� "!�'���� !��'(!�� "*,����

!++� ""�,!,� ��"+!��� !(�"+���� ('��',�� ��!�'�� '��"+!�� !�"���(�� ("!�"�(�� �,�'"*�� +�!(+�� �,�����

!++( ���'�+� *���(��� !(�+(,��� (*�+���� ���+*�� '"�(+��� !(��(���� ,!"��+��� *"�*!*�� "��'��� *(��+��

!++, ",�"+"� !,�'�"��� !"�'�"��� ,���"'�� ��,�+�� "(�'�'�� !(!��(!�� ,*����,�� +(��""�� +�"�*�� +!*��""

!++' *��'!,� !,��+���� !,�+�!��� ,��*+��� ��*���� ���*�,�� !,(�"*��� '((�(�,�� !���+���� *��,��� !��(��"'�

!++" +!��"*� !(�'+���� !��*,���� '(��"(�� ��*"��� �,��*��� !,!������ ,*"��*��� !!+�"!,�� !!��!*�� !������+"

!++� +��*!'� !"�",���� !(�!+���� '!�*���� ��'(��� �*�+(��� !,��*�+�� ,'+�"�,�� !!(������ +�"'��� +*,��(!

!++* +"�"++� !'�',!��� !,�,�*��� (+��*!�� ���*+�� *��!(��� !,(��'!�� '����,��� !!(�(���� +�!(+�� !��(,�+�!

!+++ ++�,!"� !*������� !(�!*���� '*���'�� ��(,'�� *��,(!�� !,��"**�� '+,�!,*�� !!*�*�'�� *�,!��� !�!("��((

���� !�(�",,� !*��*'��� !(�'+���� !�"�,�"�� ���(+�� +��,���� !,,�++,�� *'��'�,�� !,"�*�!�� !����,�� !�,+��(��

���!! !�*���(� �!�+("��� !,�!�!��� !�!�++��� !�+(!�� *+��!*�� !,������� "�*�!+,�� !�!�'!��� !!��,��� !���"�,�!


00�
�

.���� "�,�(� +'���� +!"��� *��'!�� !"!�� *�++'�� !!�*",�� "!�,,!�� +�,*��� +(*�� !�+�+*,

����� "�+�,� !��(!��� !�(*���� *�+,!�� !'(�� "�"+��� !!�'*,�� '��"'+�� *�+�"�� **"�� +��**�

9�	�� +�!*,� ���!!��� !������� !!�*�'�� !�!�� ��*+��� !(�'"��� "!�+"��� !!�',��� !���"�� !���,(*

/�	�� ��**"� !�"!(��� !�(����� '�((,�� !+'�� "�++��� !��!'(�� '��*'!�� !!�'*(�� ��"�� +*�"'"

9�� !���!*� ��,*���� !�(�*��� "��+'�� !�'�� ��("'�� !,�'�"�� '��,,!�� !!�''+�� !�!�(�� !����,!

.��� *����� ���"*��� !�!(���� +�+"��� !���� "�,,,�� !(��*,�� '!�,,,�� +�(+��� !��+,�� !�(�*('

.��� +�+!�� !��'+��� !�!'���� ��"�*�� (�!�� *��""�� !(�'!(�� '��!�(�� !��"+��� +�,�� !�"�(*�

/���� +�',*� !�*�*��� !�!""��� !(�"�*�� !*'�� ���++�� +���"�� (*�'!!�� *��,��� �(��� +��+�!

������ !��!��� !��*"��� +,+��� "�*(,�� !�"�� "�,,"�� !��(,'�� (���"'�� +�("(�� +�"�� *(�++�

F���� !!�',*� !�+����� !�((���� ,��"(�� !'*�� *��''�� !(�+'*�� '��""!�� !��*�'�� !���(�� !�*�(''

#�&� !��!�"� ��!+'��� !��''��� +�***�� !,��� ��(,(�� !���,*�� '!�,���� !��,�(�� *�+�� !�"�!+�

���� *���'� !���+��� !������� *�+**�� !("�� "���"�� !��,*!�� ,"�+!*�� ��,*'�� �'(�� +���"�


00

�

.���� *�**'� !��'(��� +"'��� +�"�*�� (�!�� ���('�� !!�"""�� ,!���!�� "�++,�� ""��� **�,'+

����� ��+��� !��,'��� !��!+��� ��*!,�� !*,�� ���!!�� !!��(,�� ,!�,�*�� ��*���� ��+�� *"�+!'

9�	�� *�*,,� ��,('��� !������� ���"��� !!��� *��(,�� !��((��� ,+�'*��� !��(,"�� "!'�� !����*!

/�	�� *�'+,� !�+!!��� !��''��� ����!�� �,��� *�"!'�� !(������ '(�+!(�� !!�!�*�� !�!�"�� !����'�

9�� +�',,� ��!!���� !��+,��� '�,'��� ++�� *�!",�� !'�(++�� '(�"+!�� !��!+��� !��,!�� !�*��*�

.��� *�('"� ���!,��� !��+"��� +�"+��� !�(�� ��,,"�� !,���!�� '(�+!,�� *�!('�� "���� !�'�+��

.��� !��(,!� ��*����� !�!*'��� +�"**�� !+��� +�+�*�� !,�*(!�� ''�"++�� *�"!"�� ++,�� !!,��*"

/���� ��+',� ��!('��� +!*��� *�*���� !,+�� ���*,�� +�'("�� ,��*�*�� *�!���� *('�� +,�!!!

������ +��+,� !�,*(��� !�,����� *��+'�� �(��� ��!���� !��""*�� ,"�"'(�� !��!(��� +�,�� +"��(+

�9�+�
(��

�*%"5�'
�7
�"**"���7
'����"3'

��!
��&��)�	�������	�	��	����(�����*

!��7	�&�������

���	��!������



Central Bank of Malta, Quarterly Review, December 2002 137

7�	��

0������	�C�

%����
���	��!�

6�&�	������

0�����������

%����
���	����

�6	��������
�

0�������

��	�������(�

1�&����	��

0
������,�

%���	������

6��
��G�

��	&�����

 �����������

%����
���	��

�����

1���	������

6��
��G�

��	&�����


-����


��������


%���#��


#���

1�&��������

1������

�	���

/�	��
�'�


-����


3�������


%���#��


!++� ,"��*,'���� !�+�!'(��� �(��"!!�� !��""*�� "�"�,!' !�,"!�"+��� ��"�+,� �(,��,' ''��!���� �*+��"�

!++! ,+,�'�,���� !,���''��� �(+�!!,�� !'�''"�� ��!�*"' !�'+*��+,�� �+!��,+ *�"�*�' ,+�""(��� *'"�'(*

!++� '(!�('����� !",�(('��� �,��*�,�� !,'�� *�,��'" !��,���"��� *""��!� *�,��'� ,!�"+'��� +!"�,,'

!++( '"!�,+*���� !**�*"���� ��"�*�,�� (���*�� *+"�(�' !�+���!+��� +*��!"( +,���(, ('�,*!��� +�'�'!'

!++, "�*��**���� ��+�'!+��� (�'�(**�� +�+'��� ++,�,!� ��!���'"��� !��++���* !���*�'(, !+�((!��� !��,��*"'

!++' ����,�'���� �('���'��� ("'�!�'�� !�!*(�� !���,���* ��(�"�"+"�� !��(!�!�� !�!,'�'�, !!�+'���� !�!'��,�"

!++" �",�+�!���� �'+��+���� (,'��"'�� �!�,�,�� !��,'�'+( ��,!,�!�'�� !��!��*(+ !���!��*" (�!*'��� !���,�,�!

!++� *�(�,+(���� �",��'(��� (�"�,,(�� (���+�� !��+'���' ��,+����(�� !���,�'', !��**��!+ ,��+"��� !��+��(!'

!++* *,"�������� �"+��(+��� (((�'"!�� �!��"'��� !�!+,�"�" ��"(��"�!�� !������+� !�("��(�, ����(����� !�((,�+,�

!+++ +!'��!,���� ����'*���� ((+�+�'�� +�(*(�� !�(�!�(�� ��*'*��""�� !�,���!"� !�,'"��++ !��,(���� !�,"*�'("

�����" ++*��,(���� �+!��*'��� ,�+���(�� ����'(�� !�"�,��'" (�((��"!��� !�����"�� !�''*���* �',��''��� !�'�(��'(

���!�" !��,'�*(*���� (�*�!,���� (���"���� �,"��*(�� !�,���*�, (�!(��"+"�� !�'���*!� !�"(!�*�+ �����,��� !�"�+�"''


00�
,

9�	� �(,�,'+���� �*������� +'�*((�� �(�"(��� (,(���( ��"�(�,�� (*��"!! (**��"( !!��!(��� (++���"

.��� �"��"+,���� *���+���� +,���"�� ��+��(!�� (���*'" ��+�(!'�� (�,�'(' ,�,��*� ��!+���� ,�"�+��

����� ��*�++'���� *!�(+���� +!�"*(�� �,,��"��� (����+� �*��!�(�� ("!��'! ,!+��'� +'���� ,������

���� �"+�"+����� *���((��� +'�+''�� (�'�*�� (,��,,* �+"�+�,�� (���"�� ,!+��*, �!"�(����� ,���+��


00

,

9�	� �',�,�!���� *'�+�,��� **�,""�� �'��,(�� (!"�*(* �,��(*"�� (,(�(�+ (+���'� ,�*"���� ,�!�+�,

.��� ��,�+(!���� *��**(��� !�'�,"��� �'�*"'�� (,+���� *!!�,**�� (+(�",* ,!��*,� !,�("���� ,(�����
����� �*+��*'���� *(��(���� +'�(*��� �("�(���� (+!���' *���!'��� (*���"� ,,���+� !,�'!'��� ,',�"�'

��!
��&��)�	�������	�	��	����(�����*

' 1����� �	�� ��	���� ��&�������� 
��
 �� �	�&��� ��
�&�
���� ��
 ��	��	������� �
� 6�&�	����� ��
 �
� ���B��� �����	� ���� ����	���

�������� �� ����� ���B� �� ����	���
��� 
������ 
��
�	�� 
�&�
��
� ������� �� ����	���
��� �
�	�
��
�	�� �� ���� �� ��
���	�����
 �	�����

�������	���
��������
�����������
"��7	�&��������

�9�+�
	��

-5"''
39��"39+
%5"�4��

�����	�#�
������:�����	!
���	��!

��	���
��	�8
����

!��%����
���	�����������������������
����
���	&����������	�������
������	�������B������
����
���%����
����	�����	����������2�����������	�������������������
������
��	����3���
��������������
���	��
(��%����
���	���������
��������������������
��6�&�	������������������
���	�&������
����	�������������	��
,��1��	���������
��<���������������B����
���	B�����	��	����
��
�����
��6�&�	��������
��	�
��������	�	������� 
�������������
������	���
����

��
��
�	���	������������
���		�	���	��

���	��!������



Central Bank of Malta, Quarterly Review, December 2002138

�7�	��
�
)����
�

-���
���
1�����

#�	�
�

/�	���
!� �6�	�����

����
���&����

0����	���
��

)����
�

�������
/���F�
�	�� � �����

!++� ,'��������� ",��(+���� (*�**!���� !(����(���� �+�,,,���� +�+(,���� !,+���(���� *�!���"����
!++! ,'*�'�(���� ",���*���� '���+,���� !("�,'����� !��*+!���� *�*�+���� !'+��'+���� *+'��("����

!++� '�'�"�+���� �"��,'���� ,(�**����� !'(�'(!���� �!�*'!���� +�(������ !���!,����� !�����(*�����
!++( '�����*���� *'�"�!���� '(�,"'���� !�"�������� �!���"���� !��(!,���� !+'�"(����� !��"(��!(����

!++, '(��(*'���� +*��,"���� ,'�((����� �����*!���� �+�+������ !!�+�(���� �'+�'*!���� !�!�"���(����
!++' ,"!�!'+���� +��(*,���� ,(�'(,���� !*���"!���� (��+�+���� !��+,'���� �*����+���� !�!!'�+�!����

!++" (+*�*++���� *+�,(+���� '"�+'*���� !*,�!!����� ((�((*���� !!�+"+���� ��+���'���� !��'(��**����
!++� ,("�*++���� +��!+����� ,'�������� !+(�������� ((�'�"���� !,�+�,���� �+"�*'����� !�!!!�!"!����

!++* ,,*��"(���� +��''*���� ,,�'�*���� ��(�!++���� ('�,!,���� !��",!���� (,��!'����� !�!*���,�����
!+++ ,���("*���� +����"���� '��'(����� �!��,(����� ,"�("'���� !*�''*���� ("+��,"���� !��!,��(�����

���� ,�*��*����� +��'������ '����'���� ��,��,+���� ,"���(���� !+��"*���� (�!�*,"���� !��!'��!(����
���! ,'!�'(����� +(�'",���� (+�!"����� !"���"����� ,"�(+'���� !+�+*"���� ("+��,!���� !�!*��!,'����


00�

.���� !*�+*(���� ��*(*���� (��,"���� "�"('���� !�(!(���� !�!,����� !���+"���� ,,��'(����

����� ���(�*���� ��*,'���� ��(�!���� !��*�(���� !�+,����� !�������� !,�(!(���� ''�*+�����
9�	�� ((�"(!���� '��,,���� (�!�"���� !,�,�,���� (�"+����� !��''���� �(�(**���� *'�!�*����

/�	�� (,�,'!���� *�*������ ��*�"���� !��+*����� '��**���� ����'���� ("�!'����� !����++����
9��� ,��'"����� '�!+*���� (�������� !'�,(*���� ,�������� ��'�"���� (���+"���� !!'�",�����

.���� ,(�,!+���� *�+'����� (�!""���� !(�"*+���� '�*�(���� ��"�"���� ,��������� !���,�'����

.���� '(��(,���� !,�,�,���� ,�(!"���� !��'+*���� "�"+'���� ��!!!���� '��!(����� !'��'!�����

/���� ''�('"���� �,���!���� '�,*+���� !,�!,����� (��*����� !�""'���� ,����+���� !'��+,,����
������ '!��,����� ��*������ (�*,'���� !+���"���� ,�*�!���� !�(�"���� ,(�!�!���� !(!��!"����

F��� ,(��!*���� ,��!+���� (���,���� !��(�!���� '���(���� !��*����� (��"������ !�"�*''����
#�&� �*�,�'���� (�",����� ����"���� ��*�+���� !�+"*���� !�!,'���� !'�(!*���� "��,+*����

���� !+�*+"���� '���*���� ��",'���� '�!,����� !�!�'���� **'���� !,�(++���� ,+�!,*����


00


.���� !"���+���� (�!(,���� ��'!����� (�,!����� !��+"���� !�!,"���� +��+"���� (��(�'����
����� �!�*',���� (�,+,���� ���!,���� *��'!���� !��*'���� !�'������ !,�,!,���� '(�((+����

9�	�� (��,�*���� "�!'����� ��,!"���� !'�(**���� (��"(���� !���,���� �(�+������ *'�!+*����
/�	�� ((�,('���� "�"!!���� ����(���� !��*,'���� (�,+(���� !�'�,���� (!�!"����� +!�!,!����

9��� (*�*!(���� "�'�"���� ��!""���� !(�+",���� (�,������ ��!+(���� (*�+,*���� !�"��"�����
.���� ,���!+���� !���,!���� ��',,���� !����(���� ,�+''���� ����,���� ('��"'���� !�+�!�!����

.���� '��"'"���� !'�(������ (�'������ !(��+"���� "��",���� !�**(���� ,+�+""���� !,��,*�����
/���� ''�,������ �"�*+'���� ,�("(���� !���*(���� (�,!����� !�*!(���� ,*��,!���� !'���*�����

��!
��&�)�	�������	�	��	����(�����*

�9�+�
	�


�"45�'�
955�69+'
�7
39��"39+��7

!��#�	�
�/�	����������	���������
��/���	����%������?������9�	�������
� �������
�������
���&���������	���������
�������	B��#�	������
����
���



Central Bank of Malta, Quarterly Review, December 2002 139

/������ 7�	����
�� /������ 7�	����

(� /������ 7�	�����

!++� +"�(�" (!�!'( !���,'+ +!�"+� (��((! !�����( ,�"!,�� ,�* *���� ��" '�,("�� ,�(

!++! +���,! (���!� !�+�,'! +��+�� (!��'� !�,�!�+ ,�(!+�� ,�, +'(�� (�� '������ ,�!

!++� +*�+�! ((���, !(!�+,' +,��*, (!�*+* !�'�+*� ,�*(��� ,�+ !�!�"�� (�, '�+"(�� ,�'

!++( ++��(+ ((�!�, !(��,!( +(�((( (��!(� !�'�,"( '�+�"�� "�� !��,,�� (�! "�+'��� '��

!++, !����+� (,���� !(,�!!� +,�'*� ((��*! !���""* '�'�'�� '�' +(+�� ��* "�,,,�� ,�*

!++' !���!'* ('�"!� !(����� +���,! (,���+ !(!�+'� ,�+!��� ,�* +�(�� ��' '�*���� ,��

!++" !�(�(�( ("�+,, !,���"� +��,+( ('���� !((�!+' '�*(��� '�" !��,��� (�, ������� '��

!++� !�(�',� (���+, !,��*(, +���"' ("���" !((�!,! "�,�'�� "�( !��!*�� (�( ��"+(�� '�'

!++* !�(��(' (��+'! !,!�!*" +"�,"� ("�*!" !((���" "���'�� "�" !�!('�� (�� ��+!��� '�"

!+++ !�(�'"* (+��,� !,��"�* +"�,�* (��*�, !(,�(�� ���+��� "�* !��!"�� (�! *�(�"�� '�*

���� !�(�*(! ,��!*' !,,��!" +��"*+ (+�!(+ !("�*�* "�!,��� '�+ !��,"�� ��" ��!**�� '��

���! !�(�+"� ,��+"� !,,�+�+ +��*�" (+�"+� !(��,+" "�!"!�� '�+ !������ (�! ��,((�� '�!


00�

.��� !�,�(+� ,��(,, !,,��,! +*�!(+ (+��"� !(��,�! "��'*�� "�� !��*��� ��� ��(,��� '�!

���� !�,�'+* ,��,�! !,,�+++ +*�(,, (+�(�( !(��""� "��',�� "�� !���*�� ��� ��((��� '�!

9�	� !�,�(�( ,��(�" !,,��,+ +*��(, (+�((( !(��'"� "�!(+�� '�+ !��,(�� ��" ��!*��� '��

/�	� !�,�("( ,��'�( !,,�*"" +*�,!! (+�,�, !(��**' '�+'��� '�� !���+�� ��' "�+*!�� ,�*

9�� !�,�("( ,��'�� !,,�**( +*�'�' (+�'�� !(*�!�� '�*(*�� '�" +,(�� ��( "��*!�� ,��

.��� !�,�(', ,����� !,'��*! +*��'" (+��+" !(*�''� '�'+*�� '�, +(!�� ��( "�'�+�� ,�'

.��� !�,��'+ ,!�('� !,"�!!" ++�!"� ,��!!( !(+���' '�'+��� '�( !��,,�� (�� "�*,!�� ,��

/��� !�(�("' ,!��"" !,,�"(! +��"(� (+�+,( !(��'�' '��((�� '�' !�(�(�� (�� ���'"�� ,�+

������ !�,���+ ,!���( !,'�,(� +*�,(+ ,����+ !(*�,,* '������ '�' !��!,�� ��+ "�+*,�� ,�*

F��� !�,�,'� ,!��+! !,'��,* +*�,+" ,���"+ !(*�'"' '�+"!�� '�� !������ (�� ��!*(�� ,�+

#�&� !�,�,!' ,!��!� !,'�"(� +*��*+ (+�+!' !(*���, "�!�"�� '�+ !�(���� (�� ��,�*�� '�!

���� !�(�+"� ,��+"� !,,�+�+ +��*�" (+�"+� !(��,+" "�!"!�� '�+ !������ (�! ��,((�� '�!


00


.��� !�,��(� ,��+,� !,'�!�+ +����" (+�'(( !(���(+ "�'(!�� "�( !�,�+�� (�, ��+,��� '�'

���� !�,��"' ,��+�! !,'�!*" +����� (+�'(* !(���,' "�''*�� "�( !�(*(�� (�, ��+,!�� '�'

9�	� !�(���( ,����� !,,�'�� +��(,( (+�,(� !("���' "�(*��� "�� !�(,'�� (�( ����'�� '�(

/�	� !�(�"�! ,���'� !,,�(�* +���"� (+�,�+ !("��,! "�('+�� "�! !���*�� (�! ��"(��� '�(

9�� !�(�(�� ,���+" !,,�!"" +��!"" (+�'�� !("��,( "���,�� "�� !��!+�� (�� ��,�(�� '�!

.��� !�(�,�" ,��+'! !,,�,�� +��'," (+��"� !(��(�" '�+(��� '�� !�!+!�� ��+ ��!�!�� ,�+

.��� !�(�*�" ,!�'�" !,'�((� +*�!!' ,���,� !(*�!'' '��!!�� '�' !�,""�� (�' ��!���� ,�+

/��� !�(�'�� ,!�,,( !,,�+"( +��"(� (+�+�! !(��''! '�*+��� '�� !�'���� (�� ��,!��� '�!

������ !�(���� ,!��!� !,,�,*, +��!+* (+��"" !("�+", "���,�� '�+ !�,,"�� (�' ��'���� '��

��!
��&����������	������
�����#���
��
�	���*

 �����

! ����	�� �� ������������ �����
� 	��	������� �� �
� %��	����� ?����	 0�	�� 2��� �� �� 9�� !+��3� �
� 7�����	 0�	�� 2��� �� �� .���

!+�(3���
��19�2�������������	��	��!+�'3�
���/������	���������������������	��������
(��/������	�����������������������	��������

��������  ����� 9����� ��������

�9�+�
	�!

+9�"45
*95<��

%�
����

7�	��
�

?����	�������� 6���������F������
� )�����������
!�

9����� ��������  �����
9�����



Central Bank of Malta, Quarterly Review, December 2002140

7�	��
 /�	������	� 9��������	���
8�	�
������>5�����>

F��������
@����>�

 ��	���

5��	��������>

�������(
7�	B���

9���	�����

��	B�>�

�
��������

���

F�
�	  ����

!++( !"*����� ",����� ,������� �"����� ������� !�"����� """����� !�('������ ��+�������

!++, �,'����� �!����� ��'����� ,'����� ("(����� �*������ !�,�,����� �",����� (�,',�����

!++' �+(����� "+����� +�,����� ������� ,(,����� !**����� !��(!����� ,!!����� ,���������

!++" �(,����� (������ *������� �!����� ('������ !',����� !�"(������ "!!����� (�*"*�����

!++� �,*����� ,+����� ','����� �*����� ("������ !"+����� !�'+,����� +,+����� (�+,,�����

!++* ��(����� +������ '",����� ,������ �������� !+(����� !���+����� +�!����� ,�",,�����

!+++ �(!����� !!������ *'*����� �+����� (�*����� ��'����� !�"������� �,������ ,�!'(�����

���� �������� !�,����� �+������ ("����� '**����� �("����� !�,*"����� !��!������ ,�'�������

���! (!������ '*����� !��!+����� �,����� ,*'����� �!,����� !��+'����� !�,+!����� ,�"+*�����

��!
��&����	������
�����	�<�8������#��!	��
�	�*

�9�+�
	�(

34*��5
"�
9%%5"6��
�"**�5��9+
%5"%�5�7


9%%+��9��"3'$
�7
%45%"'�

�

��1����
�������������������	��
&�	������������
���	��
������
�	���
���������
�	��������	������

(�1����
�������������������	�	�����	�������
����O���	��

!� 
��� �����	���������
���	�&����� �����'�,���
��
��
���
�����
��������������������	�&�
������	�������
�����	��������	�������


��������
�������	��	����������	��&��������

7�	��
 /��	������ 9����������  �		���
�@����� F�
�	  ����

!++( !�!+������������� "'!������������ !��!"������������ !!,������������ ��+�(������������

!++, !��+'������������ ,�"������������ ,**������������ ,,������������ ��!�(������������

!++' !�+!������������� !��",������������ !��+,������������ !"!������������ ,���+������������

!++" !�"�!������������ !�!*(������������ ,+'������������ �������������� (�('!������������

!++� !�"'"������������ !��"������������� '�������������� !�'������������ (�,!!������������

!++* !��,������������� �+������������� ((+������������ !((������������ (���,������������

!+++ !�,'������������� ,�(������������ ��!������������ �������������� ����(������������

���� !�,�(������������ '*(������������ �,"������������ "������������� ��("+������������

��!
��&����	������
�����	�<�8������#��!	��
�	�*

�9�+�
	�	

�8�++�3-
43��'
-593���
��6�+"%*�3�
%�5*�''�"3$






�7
�7%�

#���$�0
����������
��
�����	���������
�������
����������
����
�����
��9�����%�&�	�������G�7��������/��
�	�������	��������

��	���������������������������������������



Central Bank of Malta, Quarterly Review, December 2002 141

�;��	� �1�
���
1���������5����

243�
�;��	� �1�
���

1���������5����

243�

!+," !����� ����� 0���	��!��1�

!+,� !�,�+� ,�+� !+�, �(,�!" ���*

!+,* !!(�+� *�'* !+�' �',��� *�*�

!+,+ !�+��� �(�"+ !+�" �'"��� ��'"

!+'� !!"�+� "�'" !+�� �*!�*, !���!

!+'! !(��!� !!��+ !+�* �+'�!, ,���

!+'� !,��(� ��*, !+�+ (!"��! ��!,

!+'( !(+�!� ���*" !+*� (""��" !'��"

!+', !,!��� !�'! !+*! ,�*�!" !!�'�

!+'' !(*�*� �!��� !+*� ,(!�*( '�*�

!+'" !,���� ��(! !+*( ,�*��" ���*�

!+'� !,'��� ��"! !+*, ,�"�!* ���,,

!+'* !,*�(� !��* !+*' ,�'�!� ����,

!+'+ !'!�!� !�*+ !+*" ,((�"� ����

!+"� !'*�*� '�!� !+*� ,('�,� ��,�

!+"! !",�*, (�*� !+** ,(+�"� ��+'

!+"� !"'�!" ��!+ !+*+ ,,(�(+ ��*"

!+"( !"*�!* !�*( !++� ,'"�"! ��+*

!+", !����� ���� !++! ,"*��! ��',

!+"' !�,��� !�'� !++� ,�'�*+ !�",

!+"" !�'�"' ��', !++( ,+'�'+ ,�!,

!+"� !�"��" ��"( !++, '!"��" ,�!(

!+"* !*��,� ���� !++' '("�"! (�+*

!+"+ !*,��! ��(* !++" ',+�+' ��,+

!+�� !+!�'' (��� !++�
�

'"��+' (���

!+�! !+"��� ��(� !++* '*��"! ���(

!+�� ����'� (�(( !+++ '+(��� ��!(

!+�( �!*��" ���� ���� "����� ��(�

���! "�,�*' ��+(

� ��������� �
� 	�&����� �� �
� ������� 	���� �� #�&����	 !++*� �
� ��
�� ��
 �
� 	��� �� ��������� ��	 �
� ���	 !++� ��	�

	�&���
����'"���*���
�(�!!4�	�������&������0����<���������
��	�������������������	�!++*�����
�����
������(+4�

�9�+�
	�,
�3�+9��"3
59��'
�

2E����!+,"�L�!��3

!  
� 1�
�� �� 1�������� 2E��� !+,"L!��3 �� �������
 �� �
� #������� ���������� F����� �� �
� ����� �� �
� 5����� 7	���

1�
��������	��������������!�0�����
��@�������2������	��3�2/���
����3�/���!+�+�



Central Bank of Malta, Quarterly Review, December 2002142

�7�	��
� �/���1�����
!++� *,��(
!++! *"�**
!++� **�(�
!++( +!�+"
!++, +'��"
!++' ++�'�
!++" !����'
!++� !�'��(
!++* !����,
!+++ !!���,
���� !!��"'
���! !!'�+'


00�

.���� !!��+'
����� !!(��"
9�	�� !!(�+,
/�	��������� !!,�'�
9���������� !!'�"�
.���� !!'��'
.���� !!"�(!
/���� !!��(�
������ !!��""
F���� !!"�*�
#�&� !!*�,*
���� !!*��"


00


.���� !!*��(
����� !!��,,
9�	�� !!��''
/�	��������� !!���'
9���������� !!*�,�
.���� !!*��(
.��� !!*�,,
/���� !!*�+�
������ !!+�!*

��!
��&)�	�������	�	��	����(�����*

�9�+�
	��
5��9�+
%5���
�3��>
�

0�����-;;=�>�-%%1

!  
� #�� 5����� 7	��� 1�
��� �
��
 
�� �� K/�� 1����K 	��
��� ����� �� ����
 �� �
� @����
��
 E�
����	�

��	&�� ��		��
 ��� �� !++,�+'� /� �� 
�� � 
����	��� ����
���� ��	����	�� 	��������� �
� �
����
 �����
���	�

�����	����
������	��
��	����
����	&����������������������������
��
����
�2!++!L!��3���
���



Central Bank of Malta, Quarterly Review, December 2002 143

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 (IMF) “Monetary 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 through the Statistical Release on Monetary Aggregates
and their Counterparts and in the Central Bank’s Quarterly Review and Annual Report.

Determination of ‘Residence’

Monetary data are based on the classification of transactions by the residence of the transactors.  The
transactors in the institutional sectors may either be residents or non-residents of 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 agreed residence criterion 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 customs
control.  Transactors not meeting the above-mentioned criteria are considered to be non-resident units, 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 interest
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 of
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 referred



Central Bank of Malta, Quarterly Review, December 2002144

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

(a) As from January 2001, the Banking Institutions are divided into three  subsectors :
(i) Central Bank of Malta
(ii) Deposit Money Banks (DMB)
(iii) 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 system. Deposit Money Banks (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 households.  International 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 the  Banking Survey (shown in the Quarterly 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 of General/Central Government is 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) The Private Corporate/Business Sector comprises 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 Sector) include both resident individuals and unincorporated
enterprises.  A household may be defined as a group of persons who share accommodation, pool their
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 Narrow Money
(M1), Quasi-Money and Broad 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 (M0) 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.
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Valuation

Assets and liabilities are reported at book value.  Thus, investments such as securities and deposits are
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 bad
and doubtful debts. Interest in suspense is included in the reported loans and advances.  Monetary
figures are shown  on accrual basis.

Official External Reserves

The external reserves concept is in line with the International Monetary Fund’s Balance of Payments
Manual (Fifth Edition):   It is 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 and
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/term
deposit rates represent the prevailing rates as at the end of the month quoted from the last repurchase
agreements session and the rates offered by the Central Bank.  The interbank market offered rates are the
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 amount
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 extended
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 the
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 in
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, 1995.
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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 positions
and government guarantees on foreign loans taken by the Central Bank on behalf of government:  These
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


